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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Greater New Haven Water Pollution Control Authority
New Haven, Connecticut

We have audited the accompanying financial statements of the Greater New Haven Water Pollution
Control Authority (the “Authority”), as of and for the years ended June 30, 2012 and 2011 as listed in the
table of contents. These financial statements are the responsibility of the Authority’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audits 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 audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Authority’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Greater New Haven Water Pollution Control Authority as of June 30, 2012 and
2011, and the statements of revenues, expenses and changes in net assets and its cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2012 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 the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis 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













FINANCIAL HIGHLIGHTS

Condensed Statements of Revenues, Expenses and Changes in Net Assets

Years ended June 30, Dollar Variance Percentage Variance
(Dollars in Thousands) 2012 2011 2010 12vs. 11 11vs. 10 12vs. 11 11vs. 10
Operating revenues $ 35157 $ 33,800 $ 29,465 $ 1267 $ 4,425 3.7% 15.0%
Operating expenses 21,142 19,445 19,721 1,697 (276) 8.7% -1.4%
Depreciation and amortization 4,499 4,377 3,991 122 386 2.8% 9.7%
Total operating
expenses, including
depreciation 25,641 23,822 23,712 1,819 110 7.6% 0.5%
Operating income 9,516 10,068 5,753 (552) 4,315 -5.5% 75.0%
Nonoperating (expense)
income (4,650) (4,848) (4,747) 198 (101) -4.1% 2.1%
Capital grants 10,158 5,724 2,199 4,434 3,525 77.5%  160.3%
Change in net assets $ 15,024 $ 10,944 $ 3,205 $ 408 $ 7,739 37.3%  241.5%

The following items highlight the condensed statements of revenues, expenses and changes in net
assets, shown above.

e Operating Revenues

Operating revenues of $35.2 million for fiscal year 2012 represent an increase of $1.3 million or
3.7% compared to $33.9 million in operating revenues for fiscal year 2011. The increase in
operating revenue is primarily attributable to a rate increase of $0.22 per CCF from fiscal year
2011 to fiscal year 2012. The GNHWPCA approved a charge of $3.06 per CCF to meet the
requirements of its Revenue Bond Indenture of trust and to fund capital improvements.

Operating revenues of $33.9 million for fiscal year 2011 represent an increase of $4.4 million or
15.0% compared to $29.5 million in operating revenues for fiscal year 2010. The increase in
operating revenue is primarily attributable to a rate increase of $0.23 per CCF from fiscal year
2010 to fiscal year 2011, as well as an increase in outside sludge disposal fees, a reduction in
the provision for bad debt, and the release of the Rate Stabilization funds. The GNHWPCA
approved a charge of $2.84 per CCF to meet the requirements of its Revenue Bond Indenture
of Trust and to fund capital improvements

e Operating Expenses

Operating expenses include all costs, including maintenance, necessary to deliver wastewater
collection and treatment services. It also includes the administrative resources and billing and
customer service costs employed to ensure efficient operations.

Operating expenses for fiscal year 2012 increased $1.7 million or 8.7% to $21.1 million from
$19.4 million for fiscal year 2011. The increase of operating expenses are attributed to
increases in salaries and benefits, operations & maintenance contractual services and outside
engineering services.



Operating expenses for fiscal year 2011 decreased $0.3 million or 1.4% to $19.4 million from
$19.7 million for fiscal year 2010. The decrease of operating expenses reflects increased
contractual services and salaries and wages offset by a reduction in the Regional Water
Authority billing and collecting service agreement.

Non-operating Income and Expense

Non-operating income and expense includes revenue from investment income, reflective of
market rates of return, which is used in the general operation of the entity; and interest expense
which consists primarily of interest incurred on revenue bonds issued and outstanding and loans
assumed in connection with the State of Connecticut Clean Water Fund Program.

Non-operating expenses in fiscal year 2012 decreased $0.2 million or 4.1% to $4.6 million from
$4.8 million for fiscal year 2011. The decrease in non operating income and expenses is directly
related to a decrease in interest expense associated with outstanding debt.

Non-operating expenses in fiscal year 2011 increased $0.1 million or 2.1% to $4.8 million from
$4.7 million for fiscal year 2010. The increase in non-operating income and expenses is directly
attributable to a decrease in investment income due to market conditions and an increase in
interest payments associated with outstanding debt.

Condensed Statements of Net Assets

(Dollars in Thousands) June 30, Dollar Variance Percentage Variance
2012 2011 2010 12 vs. 11 11 vs. 10 12 vs. 11 11 vs.10
Assets
Current assets $ 30,667 $ 26,770 $ 23,984 $ 3897 % 2,786 14.6% 11.6%
Capital assets, net 155,248 144,251 135,858 10,997 8,393 7.6% 6.2%
Noncurrent assets
Restricted assets 9,333 9,586 11,923 (253) (2,337) -2.6% -19.6%
Other 10,229 8,917 9,830 1,312 (913) 14.7% -9.3%
Total assets 205,477 189,524 181,595 15,953 7,929 8.4% 4.4%
Liabilities
Current liabilities 15,195 14,985 12,978 210 2,007 1.4% 15.5%
Noncurrent liabilities 129,420 128,701 133,723 719 (5,022) 0.6% -3.8%
Total liabilities 144,615 143,686 146,701 929 (3,015) 0.6% -2.1%
Net Assets
Invested in capital assets,
net of related debt 48,137 38,395 29,953 9,742 8,442 25.4% 28.2%
Restricted 968 699 2,909 269 (2,210) 38.5% -76.0%
Unrestricted 11,758 6,744 2,032 5,014 4,712 74.3% 231.9%
Total net assets $ 60863 $ 45838 $ 34,894 $ 15025 $ 10,944 32.8% 31.4%

The following items highlight the condensed statements of net assets shown above.

Current Assets

The increase of $3.9 million in current assets between fiscal year-end 2011 and fiscal year-end
2012 resulted principally from an increase in cash and cash equivalents as a result of higher
cash receipts and an increase in customer accounts receivable attributable to higher billed
amounts as well as a delay in receipts resulting from the challenging economic environment.



e Capital Assets

The increase in capital assets is attributable to additions to equipment and sewer lines, such as
acquisition and improvements of pumping equipment, water treatment facilities, the waste water
collection system and information technology.

Capital assets are assets acquired for the use in operations that will benefit more than a single
fiscal year. Capital assets are stated at cost. Normal maintenance and repairs that do not add
to the value of the assets or materially extend asset lives are not capitalized. Assets being
constructed over a period of time are classified as construction in progress. No depreciation is
computed on these assets until they are complete and placed into service. Depreciation is
computed on a straight line basis over the estimated useful lives of the respective assets.
Additional information on capital assets is presented in Note 4.

e Restricted Assets

The term “restricted assets” refers primarily to certain funds established under various bond
indentures, as well as funds acquired from the regionalization, whose use is restricted for the
following purposes:

Debt Service

Debt Service Reserves
Construction
Maintenance Escrow

The decrease of $0.3 million in restricted assets between fiscal year-end 2011 and fiscal year-
end 2012 is primarily due to the funding of capital projects.

The GNHWPCA invests these restricted assets in investments as allowed by the Indentures, for
example, depository accounts in direct obligations of the federal or state governments (or
agencies) or in guaranteed investment contracts.

e Other Non-Current Assets

Other non-current assets increased $1.3 million or 14.7% to $10.2 million from $8.9 million for
fiscal year-end 2011. The increase is primarily due to an increase in the long term portion of the
receivable — City of New Haven as it relates to their share of State of CT Clean Water Fund
bonds.

e Current Liabilities

The increase of $0.2 million in current liabilities from fiscal year-end 2011 to fiscal year-end
2012 is primarily attributed to an increase in retainage payable on construction projects at June
30, 2012.

e Non-Current Liabilities

Non-current liabilities increased by $0.7 million between fiscal year-end 2011 to fiscal year-end
2012 primarily due to the closing of clean water fund project #581 offset by the shift in long-term
debt from noncurrent to current; additional information of non-current liabilities is presented in
Note 6.



° Net Assets

By far the largest portion of the GNHWPCA'’s net assets of $60.9 million, 79% or $48.1 million
reflects its investment in capital assets (e.g. land, buildings, machinery, equipment and
infrastructure) in the Constituent Municipalities served by the authority. An additional portion of
the Authority’s net assets $1.0 million represents resources that are subject to external
restrictions to meet the requirements of the indenture. The remaining balance of unrestricted net
assets $11.6 million may be used to meet the authority’s ongoing obligations.

Total net assets increased by $15 million or 33% to $60.9 million for fiscal year-end 2012 from
$45.9 million in 2011 as a result of the Authority’s investment in capital assets.

THE GNHWPCA’S CUSTOMER BASE

The GNHWPCA serves a population of almost 200,000 users; the customer base is primarily residential
and commercial. Of its approximately 50,000 customers, 40,000 are residential and approximately
10,000 are commercial, industrial and public authorities.

LIQUIDITY AND CAPITAL RESOURCES

In fiscal year 2012 the Authority generated $35 million in total operating revenues and $.45 million from
investment and other earnings. These amounts were used to pay for operations and maintenance of
$21.1 million and to fund debt service of $10.8 million.

The Authority funds its program of capital improvements largely through debt financing and capital
contributions from the State of Connecticut’s Clean Water Fund program and through the issuance of
revenue bonds.

CREDIT RATING

Standard & Poor’s, Moody’s and Fitch Investors Service affirmed ratings of A, A1 and A+, respectively, on
the GNHWPCA'’s outstanding debt.

FINANCIAL STATEMENT PRESENTATION

The GNHWPCA financial statements are prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Greater New Haven Water Pollution
Control Authority’s finances. Questions concerning any of the information provided in this report or
requests for additional information should be addressed in writing to the Director of Finance &
Administration, Greater New Haven Water Pollution Control Authority, 260 East Street, New Haven,
Connecticut 06511.
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GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

STATEMENTS OF NET ASSETS
June 30, 2012 and 2011

ASSETS

Current Assets
Cash and cash equivalents (Note 2)
Accounts receivable, less allowance for doubtful accounts $3,631,778
in 2012 and $3,383,820 in 2011
Receivable - City of New Haven (Note 3)
Other current assets
Total current assets

Capital Assets (Note 4)
Less accumulated depreciation

Non-Current Receivable - City of New Haven (Note 3)
Restricted Assets (Note 5)

Debt Issuance Costs, less accumulated amortization of $646,441
in 2012 and $535,296 in 2011

Total assets
LIABILITIES

Current Liabilities
Current portion of long-term debt (Note 6)
Accounts payable
Retainage payable
Accrued interest
Accrued expenses
Total current liabilities

Long-Term Debt, less current portion (Note 6)
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted:
Debt service
Escrow
Unrestricted
Total net assets

See Notes to Financial Statements.

2012 2011

22,732,981 19,910,144
7,144,077 6,000,988
774,904 833,150
15,478 25,898
30,667,440 26,770,180
179,302,525 163,806,929
24,055,025 19,556,179
155,247,500 144,250,750
8,591,059 7,167,299
9,332,747 9,585,982
1,638,565 1,749,711
205,477,311 189,523,922
7,531,886 9,978,446
5,359,657 3,011,459

389,088 -
974,512 1,174,984
939,721 819,827
15,194,864 14,984,716
129,419,603 128,700,843
144,614,467 143,685,559
48,137,344 38,395,001
901,455 633,102
66,500 66,500
11,757,545 6,743,760
60,862,844 45,838,363




GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

STATEMENTS OF REVENUES AND EXPENSES
AND CHANGES IN NET ASSETS
Years Ended June 30, 2012 and 2011

Operating Revenues
Residential
Commercial and industrial
Municipal
Delinquent interest and lien fees
Outside sludge disposal
Other
Provision for bad debts
Total operating revenues

Operating Expenses
Operation and maintenance (Notes 8, 9 and 10)
Depreciation and amortization
Total operating expenses
Operating income
Nonoperating Income (Expense)
Other income
Interest income
Interest expense (Note 7)
Total nonoperating income (expense)
Income before capital contributions
Capital contributions
Change in net assets
Net Assets, beginning

Net Assets, ending

See Notes to Financial Statements.

10

2012 2011
$ 20870476 $ 19,453,696
8,236,808 7,512,317
1,213,065 1,175,950
1,313,513 1,126,365
1,027,168 1,070,941
2,799,294 2,686,277
(303,148) 864,403
35,157,176 33,889,949
21,141,681 19,445,135
4,498,847 4,376,673
25,640,528 23,821,808
9,516,648 10,068,141
173,870 167,016
278,166 280,074
(5,101,786) (5,295,180)
(4,649,750) (4,848,090)
4,866,898 5,220,051
10,157,583 5,724,258
15,024,481 10,944,309
45,838,363 34,894,054
$ 60,862,844 $ 45.838,363




GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2012 and 2011

Cash Flows From Operating Activities
Receipts from customers and users
Payments to suppliers
Payments to employees
Net cash provided by operating activities

Cash Flows From Capital and Related Financing Activities
Proceeds from notes payable
Principal payments on debt
Bond issuance costs and discounts
Interest paid on debt
Proceeds from City of New Haven
Proceeds received from capital contributions
Acquisition and construction of capital assets
Net cash used in capital and
related financing activities

Cash Flows From Non-Capital Activities
Other income

Cash Flows From Investing Activities
Interest received

Net increase in cash and cash equivalents

Cash and Cash Equivalents
Beginning

Ending

Reported on Statement of Net Assets as follows:
Unrestricted cash and cash equivalents

Restricted assets

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Provision for bad debts
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
Decrease in other assets
Increase (decrease) in accounts payable
Increase in accrued expenses
Net cash provided by operating activities

Noncash Investing, Capital and Financing Activities
Contributed capital assets

Conversion of interim obligation to permanent
City of New Haven Share of Clean Water Fund

See Notes to Financial Statements.

11

2012 2011

$ 34,014,087 $ 35,170,682
(14,352,196) (16,143,048)
(3,921,885) (3,750,048)
15,740,006 15,277,586
3,723,249 2,301,975
(5,197,046) (4,675,380)
111,146 112,839
(5,556,261) (5,479,683)
1,006,880 830,146
5,129,021 2,061,687
(12,839,429) (9,106,784)
(13,622,440) (13,955,200)
173,870 167,016
278,166 280,074
2,569,602 1,769,476
29,496,126 27,726,650
$ 32065728 $ 29496,126
$ 22732981 $ 19,910,144
$ 9332747 $ 9585982
$ 9516648 $ 10,068,141
4,498,847 4,376,673
303,148 (864,403)
(1,446,237) 2,145,136
10,420 9,291
2,737,286 (544,622)
119,894 87,370

$ 15740006 $ 15277586
$ 2656168 $ 3662571
$ 5213941 % -
$ 2372394 $ -




GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

NOTES TO FINANCIAL STATEMENTS
June 30, 2012 and 2011

Note 1. Reporting Entity and Summary of Significant Accounting Policies

Reporting entity

The Greater New Haven Water Pollution Control Authority (the “GNHWPCA”) or (the “Authority”) was
organized in 2005 as a political subdivision of the State, established and created for the performance of
an essential public and governmental function. It was created as a regional water pollution control
authority under Connecticut Public Act 95-329, subsequently enacted as Title 22a, Sections 500 to 519 of
the Connecticut General Statutes, as amended (the “Act”). The GNHWPCA was created pursuant to the
Act by concurrent ordinances of the City of New Haven and the Towns of Hamden, East Haven and
Woodbridge (the “Constituent Municipalities”). Under the Act, the GNHWPCA is empowered to purchase,
own and operate a public sewer system; to levy assessments and sewer use fees; to place liens on real
estate to secure such assessments; and to issue revenue bonds. The GNHWPCA is also eligible for
grants and loans under the State of Connecticut Clean Water Fund (“CWF”) program. Under the by-laws
of the GNHWPCA, a governing Board of Directors comprised of representatives of the Constituent
Municipalities was established.

Accounting principles require that the reporting entity include organizations for which the nature and
significance of their relationship with the primary entity are such that their exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete. This criteria has been considered
and as a result, there are no agencies or entities that should be, but are not, combined with the financial
statements of the GNHWPCA.

In 2005, the GNHWPCA entered into an Asset Purchase Agreement with the Constituent Municipalities.
Under the agreement, the Authority acquired ownership of their wastewater system assets and assumed
certain obligations of the Constituent Municipalities.

Significant accounting policies are as follows:

Basis of accounting

The GNHWPCA utilizes the accrual basis of accounting, as required of proprietary funds under generally
accepted accounting principles, under which revenues are recognized when earned and expenses are
recognized when incurred.

Accounting estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and cash equivalents

For purposes of reporting cash flows, the GNHWPCA considers all unrestricted and restricted highly liquid
investments with an original maturity of three months or less when purchased to be cash equivalents.

Accounts receivable

Accounts receivable are carried at the original amount billed less an estimate made for doubtful accounts
based on a review of all outstanding amounts on a monthly basis. Management determines the
allowance for doubtful accounts by identifying troubled accounts and by using historical experience

12



GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2012 and 2011

applied to an aging of accounts. Accounts receivable are written off when deemed uncollectible.
Recoveries of accounts receivable previously written off are recorded when received.

Capital assets

Property, plant and equipment are stated at cost when purchased and fair value when contributed.
Normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized. Assets being constructed over a period of time are classified as construction in
progress. No depreciation is computed on these assets until they are complete and placed into service.
Property, plant and equipment are depreciated utilizing the following estimated useful lives:

Years
Land improvements 15-50
Buildings and improvements 40
Machinery and equipment 5-20
Sewer lines 10-50
Vehicles 5

GNHWPCA capitalizes interest during the period of construction.

Debt issuance costs and bond premium

Costs incurred in connection with issuance of long-term debt, consisting primarily of legal fees, as well as
bond premium, have been deferred and are being amortized over the life of the related debt.

Net assets
Net assets are classified in the following categories:

Invested in capital assets, net of related debt - This category groups all capital assets, including
infrastructure, into one component of net assets. Accumulated depreciation and the outstanding balance
of debt that are attributable to the acquisition, construction or improvement of these assets reduces this
category.

Restricted net assets - This category represents external restrictions imposed by creditors, grantors,
contributors or laws or regulations of other governments and restrictions imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net assets - This category represents the amount not restricted for any project or other
purpose.

Revenues
Revenues are based on the GNHWPCA authorized minimum charges and rates per hundred cubic feet
(CCF) applied to customer consumption of water. Revenues are recognized when utility services are
provided.

The GNHWPCA bills customers based on actual water consumption used during the period from April 1
through March 31 of the previous year, with an adjustment for seasonal use for residential customers who
use less than 300 CCF'’s per year.

13



GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2012 and 2011

Interest is levied on accounts that are 30 days past due. The GNHWPCA has the authority to file liens on
past due accounts.

Operating revenues and expenses

The GNHWPCA distinguishes operating revenues and expenses from non-operating. Operating revenues
result from charges to customers for wastewater disposal and related services. Operating expenses
include the cost of operations, maintenance, sales and service, administrative expenses and
depreciation. All revenues and expenses not meeting this definition are reported as non-operating or
capital contributions.

Capital contributions

Capital contributions are recognized when eligibility requirements are met. Capital contributions consist
principally of grant funding received under the State of Connecticut's Clean Water Fund Program,
contributions received from the City of New Haven under a cost sharing agreement for Clean Water Fund
projects and contributions received from the State of Connecticut Department of Transportation for costs
incurred to move infrastructure.

Compensated absences

Under the terms of two collective bargaining agreements, employees are awarded vacation on January 1
of each year based on years of service, and can accumulate up to 40 days of unused vacation.
Employees are also allowed sick leave, which is earned monthly, and can accumulate up to 150 days.
Upon termination of employment without eligibility for retirement, each employee is paid for unused
vacation. Retiring employees are paid for 100 percent of their unused vacation and unused sick leave up
to 90 days.

Vested sick leave and accumulated vacation leave is recognized as an expense and liability as the
benefits accrue to employees.

Proprietary fund accounting

The GNHWPCA follows Statement No. 20 of the Governmental Accounting Standards Board (“GASB”),
"Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that use
Proprietary Fund Accounting”. This Statement provides guidance on the applicability of accounting
pronouncements from other standard setting organizations. Under the GNHWPCA's election, it must
apply all GASB pronouncements and the following pronouncements issued before November 30, 1989
unless they contradict GASB pronouncements: Statements and Interpretations of the Financial
Accounting Standards Board, Accounting Principles Board Opinions, and Accounting Research Bulletins
of the Committee on Accounting Procedures.

Note 2. Cash, Cash Equivalents and Investments

Deposits: The GNHWPCA does not have a formal custodial credit risk policy for deposits; therefore, the
GNHWPCA follows the State of Connecticut statutes, which allow deposits that can include demand and
savings accounts and certificates of deposits. The GNHWPCA'’s custodial credit risk policy for deposits
follows the State of Connecticut requirement that each depository maintain segregated collateral in an
amount equal to a defined percentage of its public deposits based upon the bank’s risk based capital
ratio.

Investments: The GNHWPCA does not have a formal credit risk policy for investments; however, the
GNHWPCA adheres to State of Connecticut statutes which, in general, allows the GNHWPCA to invest in
obligations of the United States of America or United States government sponsored corporations, in

14



GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2012 and 2011

shares or other interests in any custodial arrangement, pool, or no-load, open-end management type
investment company or investment trust (as defined), in obligations of any State or political subdivision
rated within the top two rating categories of any nationally recognized rating service, or in obligations of
the State of Connecticut or political subdivision rated within the top three rating categories of any
nationally recognized rating service. Investments in Guaranteed Investment Contracts are recorded at
cost, which approximate fair value.

Interest Rate Risk: The GNHWPCA does not have a policy for interest rate risk. This is the risk that
changes in market interest rates will adversely affect the fair value of the investment. Generally, the
longer the maturity of the investment, the greater the sensitivity of its fair value to changes in market
interest rates. The guaranteed investment contract matures August 15, 2035.

Credit Risk: Generally, credit risk is the risk that an issuer of a debt type investment will not fulfill its
obligation to the holder of the investment. This is measured by assignment of a rating by a nationally
recognized rating organization. The guaranteed investment contract is not rated.

Concentrations: The GNHWPCA'’s policy is to maintain a diversified portfolio to minimize the risk of loss
resulting from over-concentration of assets in a specific issuer. The guaranteed investment contract is
with one issuer.

Custodial Credit Risks

Deposits: The GNHWPCA is subject to custodial credit risk. This is the risk that, in the event of failure of
a depository financial institution, an entity will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. At June 30, 2012 and 2011,
$13,334,017 and $22,836,428 of the GNHWPCA'’s bank balance of $26,536,931 and $23,886,428 was
uninsured and uncollateralized.

Investments: This is the risk that in the event of the failure of the counterparty (e.g., broker-dealer) to a
transaction, an entity will not be able to recover the value of its investment or collateral securities that are
in the possession of another party.

A summary of balances as of June 30, 2012 and 2011 consist of the following:

2012
Unrestricted Restricted Total
Deposits $ 22,732981 $ 3,436,247 $ 26,169,228
Guaranteed Investment Contract - 5,896,500 5,896,500

$ 22732981 $ 9,332,747 $ 32,065,728

2011
Unrestricted Restricted Total
Deposits $ 19,910,144 $ 3,689,482 $ 23,599,626
Guaranteed Investment Contract - 5,896,500 5,896,500

$ 19,910,144 $ 9,585,982 $ 29,496,126

15



GREATER NEW HAVEN WATER POLLUTION CONTROL AUTHORITY

NOTES TO FINANCIAL STATEMENTS, Continued

June 30, 2012 and 2011

Note 3.

Receivable — City of New Haven

The Authority has a receivable from the City of New Haven with respect to a cost sharing agreement
entered into in conjunction with the State of Connecticut's Clean Water Fund Program for sewer
separation projects. Under the terms of the cost sharing agreement, the City of New Haven agreed to
reimburse the GNHWPCA for 40% of the debt service costs associated with the funding received.
Included in the balance at June 30, 2012, are certain outstanding obligations assumed pursuant to the
Asset Purchase Agreement. The terms associated with this receivable mirror the underlying terms of the
Clean Water Fund obligations of the GNHWPCA. The City of New Haven made principal payments of
$1,006,880 and $830,146 during the years ended June 30, 2012 and 2011, respectively.

Note 4. Capital Assets

Capital assets activity for the year ended June 30, 2012 was as follows:

Capital assets, not being depreciated:

Land

Construction in progress
Total capital assets, not

being depreciated

Capital assets, being depreciated:
Buildings and improvements
Machinery and equipment
Furniture and fixtures
Infrastructure
Vehicles

Total capital assets, being
depreciated

Less accumulated depreciation for:

Buildings and improvements
Machinery and equipment
Furniture and fixtures
Infrastructure
Vehicles

Total accumulated depreciation

Total capital assets, being
depreciated, net

Total capital assets, net

2012

Beginning Ending

Balance Additions Disposals Transfers Balance
$ 2,578,488 $ - $ - - $ 2,578,488
9,087,093 11,844,870 - (1,078,943) 19,853,020
11,665,581 11,844,870 - (1,078,943) 22,431,508
39,468,854 77,352 - - 39,546,206
18,188,697 606,099 - 147,719 18,942,515
2,147,632 64,262 - - 2,211,894
91,646,114 2,893,508 - 931,224 95,470,846
690,051 9,505 - - 699,556
152,141,348 3,650,726 - 1,078,943 156,871,017
7,367,550 1,318,490 - - 8,686,040
3,069,929 920,452 - - 3,990,381
719,184 298,502 - - 1,017,686
8,178,999 1,909,417 - - 10,088,416
220,517 51,985 - - 272,502
19,556,179 4,498,846 - - 24,055,025
132,585,169 (848,120) - 1,078,943 132,815,992
$ 144,250,750 $ 10,996,750 $ - - $ 155,247,500
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Capital assets activity for the year ended June 30, 2011 was as follows:

Capital assets, not being depreciated:

Land

Construction in progress
Total capital assets, not

being depreciated

Capital assets, being depreciated:
Buildings and improvements
Machinery and equipment
Furniture and fixtures
Infrastructure
Vehicles

Total capital assets, being
depreciated

Less accumulated depreciation for:

Buildings and improvements
Machinery and equipment
Furniture and fixtures
Infrastructure
Vehicles

Total accumulated depreciation

Total capital assets, being
depreciated, net

Total capital assets, net

2011

Beginning Ending

Balance Additions Disposals Transfers Balance
$ 2578488 $ - - $ - $ 2,578,488
5,716,833 6,968,466 (4,396) (3,593,810) 9,087,093
8,295,321 6,968,466 (4,396) (3,593,810) 11,665,581
39,334,268 127,230 - 7,356 39,468,854
16,525,377 711,454 - 951,866 18,188,697
899,078 87,936 - 1,160,618 2,147,632
85,304,980 4,867,164 - 1,473,970 91,646,114
687,640 11,500 (9,089) - 690,051
142,751,343 5,805,284 (9,089) 3,593,810 152,141,348
6,051,639 1,315,911 - - 7,367,550
2,187,167 882,762 - - 3,069,929
429,863 289,321 - - 719,184
6,346,077 1,832,922 - - 8,178,999
173,849 55,757 (9,089) - 220,517
15,188,595 4,376,673 (9,089) - 19,556,179
127,562,748 1,428,611 - 3,593,810 132,585,169
$ 135,858,069 $ 8,397,077 (4,396) $ - $ 144,250,750

The State of Connecticut Department of Transportation contributed $1,985,207 and $3,662,571 in
infrastructure required for various State sponsored construction at June 30, 2012 and 2011, respectively.
Included in construction in progress is $302,901 and $189,590 of capitalized interest at June 30, 2012

and 2011, respectively.

Note 5. Restricted Assets

Pursuant to the 2005 Series A Bond Indenture and the Asset Purchase Agreement, and the 2008 Series
A Bond Indenture, as well as certain legal settlements, certain funds are required to be maintained for
purposes specified in the applicable agreement.
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At June 30, GNHWPCA'’s restricted assets were being maintained for the following purposes:

2012 2011
Debt service reserve fund - Revenue Bonds $ 7,146,025 $ 7,145,949
Debt service reserve fund - CWF Bonds 1,218,767 1,740,431
Debt service fund 901,455 633,102
Maintenance escrow 66,500 66,500

$ 9,332,747 $ 9,585,982

Note 6. Long-Term Debt and Subsequent Event

Long-term debt consists of the following at June 30:

2012 2011

2005 Series A Revenue Bonds

$44,895,000 Serial Bonds, issued August 2005, interest payable
semi-annually at 3.25% - 5.0%, due in annual principal amounts,
beginning in 2007, of $1,580,000 to $3,485,000, through 2025. $ 36,440,000 $ 38,245,000

$20,310,000 Term Bonds, issued August 2005, interest payable
semi-annually at 5.0%, due November 15, 2030. 20,310,000 20,310,000

$26,085,000 Term Bonds, issued August 2005, interest payable
semi-annually at 5.0%, due August 15, 2035. 26,085,000 26,085,000

2008 Series A Revenue Bonds

$7,185,000 Serial Bonds, issued March 2008, interest payable semi:
annually at 4.0%-5.0%, due in annual principal amounts, beginning
in 2010, of $355,000 to $635,000. 6,460,000 6,830,000

$2,860,000 Term Bonds, issued March 2008, interest payable semi-
annually at 4.75%, due November 15, 2028. 2,860,000 2,860,000

$8,930,000 Term Bond, issued March 2008, interest payable semi-
annually at 5.00%, due November 15, 2037. 8,930,000 8,930,000

2008 Series B Revenue Bonds

$2,500,000 Term Bonds, issued April 2008, interest payable
quarterly at 3.3% - 5.73%, due in annual principal amounts,
beginning December 2008, of $166,667, through December 2022. 1,833,333 2,000,000
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2012 2011
Notes Payable and Other

State of Connecticut Clean Water Fund obligation, due in monthly
principal amounts of $32,000 to $146,000, plus interest at 2%,
through 2026(A). 18,578,004 20,831,455
State of Connecticut Clean Water Fund obligation, due in annual
principal payments amounts of $169,000 to $233,000, plus interest
at 2%, through 2029 (A) 3,324,143 3,493,529
State of Connecticut Clean Water Fund obligation, due in annual
principal payment amounts of $183,000 to $361,000, plus interest
at 2%, through 2030 (A) 5,689,213 5,213,941
State of Connecticut Clean Water Fund Interim obligations, bearing
interest at 2% (A). 2,815,435 -
Total long-term debt 133,325,128 134,798,925
Unamortized bond:

Premium 3,776,867 4,040,354

Discount (150,506) (159,990)

136,951,489 138,679,289

Less current portion 7,531,886 9,978,446

$ 129,419,603 $ 128,700,843

(A) Pursuant to the Asset Purchase Agreement, the GNHWPCA assumed outstanding obligations in connection with
the State of Connecticut's Clean Water Fund Program for sewer separation projects. Additionally, the GNHWPCA
entered into a cost sharing agreement with the City of New Haven with respect to Clean Water Fund Program
obligations issued to the GNHWPCA.

The Series A 2005 Revenue Bonds are subject to mandatory sinking fund redemption requirements prior
to maturity at a redemption price equal to the principal amount plus accrued interest to the date upon
which the redemption takes place. For purposes of the $20,310,000 and $26,085,000 Term Bonds, the
annual date of redemption begins on November 15, 2026 and August 31, 2031, respectively. Mandatory
sinking fund redemption requirements range from $3,665,000 to $5,750,000.

The Series A 2008 Revenue Bonds are subject to mandatory sinking fund redemption requirements prior
to maturity at a redemption price equal to the principal amount plus accrued interest to the date upon
which this redemption takes place. For purposes of the $2,860,000 and $8,930,000 Term Bonds, the
annual date of redemption begins on November 15, 2025 and November 15, 2029, respectively.
Mandatory sinking fund redemption requirements range from $665,000 to $1,200,000.

Additionally, both the 2005 and 2008 bond indentures contain certain restrictive and financial covenants,

including a rate covenant which requires the GNHWPCA to set rates to provide for 100% of operating
expenses and a Debt Service Coverage ratio of 115%.
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The annual debt service requirements on the above debt at June 30, 2012, are as follows:

Principal Interest Total
2013 $ 7,531,886 $ 5,403,725 $ 12,935,611
2014 4,814,337 5,258,160 10,072,497
2015 4,891,220 5,108,307 9,999,527
2016 4,995,395 4,939,084 9,934,479
2017 4,717,516 4,768,804 9,486,320
2018-2022 25,870,800 21,171,871 47,042,671
2023-2027 25,773,684 16,197,932 41,971,616
2028-2032 26,965,290 10,288,284 37,253,574
2033-2037 26,565,000 3,179,125 29,744,125
2038-2042 1,200,000 30,000 1,230,000

$ 133,325,128  $ 76,345,292 $ 209,670,420

* The 2013 principal figure of $7,531,886 includes interim funding obligations (IFO) of $2,815,435 that
are planned to convert to a permanent loan obligation (PLO) by 06/30/13.

Long-term liability activity for the year ended June 30, 2012 and 2011 was as follows:

2012
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Revenue obligation bonds $ 105,260,000 $ - $ 2,341,667 $ 102,918,333 $ 2,436,667
Notes payable 24,324,984 6,121,755 2,855,379 27,591,360 2,279,784
Interim obligations 5,213,941 2,815,435 5,213,941 2,815,435 2,815,435
Total long-term liabilities $ 134,798,925 $ 8,937,190 $ 10,410,987 $ 133,325,128 $ 7,531,886
2011
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Revenue obligation bonds $ 107,526,665 $ - $ 2,266,665 $ 105,260,000 $ 2,341,667
Notes payable 26,733,699 - 2,408,715 24,324,984 2,422,839
Interim obligations 2,911,966 2,301,975 - 5,213,941 5,213,940
Total long-term liabilities $ 137,172,330  $ 2,301,975 $ 4675380 $ 134,798,925 $ 9,978,446

Subsequent Event

On July 12, 2012, the GNHWPCA closed on $9,295,000 of Revenue Bonds 2012 Series B. The bonds
bear interest of 2.000% to 4.180% and mature from July 12, 2013 to July 12, 2042.
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Note 7. Interest Cost

The total interest cost incurred during the years ended June 30, 2012 and 2011 was $5,290,515 and
$5,629,634, of which $188,729 and $334,454 were capitalized as part of the cost of various capital
projects and offset by amortization of debt issuance costs and bond premiums and discounts,
respectively.

Note 8. Risk Management

The GNHWPCA maintains commercial insurance for various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. Claims
have not exceeded coverage amounts in the last three fiscal years.

Note 9. Retirement Plan

The GNHWPCA employees participate in the Connecticut Municipal Employees’ Retirement System
(MERS). MERS is the administrator of a cost-sharing, multiple employer public employee retirement
system (PERS) established by the State of Connecticut and administered by the State Retirement
Commission to provide pension benefits for the employees of participating municipalities. MERS is
considered to be a part of the State of Connecticut’s financial reporting entity and is included in the
State’s financial reports as a pension trust fund. The Municipal Employees’ Retirement System issues a
publicly available financial report that includes financial statements and required supplementary
information for the system. That report may be obtained by writing to the State of Connecticut Retirement
and Benefit Services Division, Office of the State Controller, 55 Elm Street, Hartford, CT 06106.

Plan provisions are set by Statute of the State of Connecticut. MERS provides retirement benefits, as
well as death and disability benefits. Annual cost of living increases between 3% and 5% are paid to
disabled members and nondisabled retired members who have reached age 65. Effective January 1,
2002, all other retired members will receive a 2.5% annual adjustment until age 65, at which point they
will receive the same cost of living adjustment as those currently age 65. For those retiring after
December 31, 2001, annual cost of living increases will be between 2.5% and 6.0%. All benefits vest after
5 years of continuous service or 15 years of aggregate service. Vested members who retire after age 55
or after 25 years of service, irrespective of age, are entitled to an annual retirement benefit, payable
monthly for life, in an amount for each year of service equal to:

e If not covered by Social Security: 2% of the average of earnings for the three highest paid years
of service.

o |If covered by Social Security: 1-1/2% of the three-year average of earnings not in excess of the
year's breakpoint, plus 2% of the three-year average of earnings in excess of the years
breakpoint.

Covered employees are required by State Statute to contribute 2-1/4% of earnings upon which Social
Security tax is paid, plus 5% earnings on which no Social Security tax is paid. Each participating
municipality is required to contribute the amounts necessary to finance the remaining costs of the plan.
Employees not covered by social security are required to contribute 5% of all earnings.

The GNHWPCA's required and actual contributions for the years ended June 30, 2012, 2011 and 2010
were $356,665, $298,471 and $242,292, respectively.
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Note 10. Commitments and Contingencies

The GNHWPCA is a defendant in various litigation, principally involving property damage and other
miscellaneous claims. Based upon the advice of legal counsel, management believes that the ultimate
resolution of these matters will not have a material adverse effect on the financial condition or the results
of operations of the GNHWPCA.

The GNHWPCA has a long-term agreement, which commenced January 1999 and expires January 2014,
with a private company under which the company has assumed the day-to-day management of its
treatment plant, pump stations and sewer collection system while the GNHWPCA retained its billing and
customer relations responsibilities. The GNHWPCA paid the company an operation and maintenance fee
totaling $5,197,910 and $5,043,884 for the years ended June 30, 2012 and 2011, respectively. The
operation and maintenance fee for each of the remaining years of the agreement will approximate
$4,000,000, adjusted for changes in the consumer price index. The GNHWPCA can terminate the above
agreement without cause, but must pay the company $1,000,000 if terminated in the fifth year, reduced
pro rata for each year thereafter, plus the book value of unreimbursed capital costs and the costs to
demobilize its management team. If the company terminates the agreement due to default by the
GNHWPCA, it will be paid $2,000,000 if terminated in the first year, reduced pro rata for each year
thereafter.

The GNHWPCA has an agreement with an independent sewage treatment company, which commenced
August 1995 and expires September 2014, for sludge disposal. The agreement is for upgrading and
operating the GNHWPCA's incinerator facility as well as for current sludge disposal. The term of the
agreement is for twenty years. The agreement calls for on-site incineration at a cost of approximately
$2.8 million per year. In the event the agreement is terminated early, the GNHWPCA must pay for the
remaining unamortized balance of the capital costs incurred by the company to make the facility
operational. This balance is calculated using straight-line amortization over the remaining term of the
agreement with the total capital costs not to exceed $3.3 million. In the event the agreement is
terminated within five years of receiving the permit, the GNHWPCA must also reimburse the company for
its lost profit over the remaining term. The GNHWPCA currently has no plans to terminate the agreement
early.

At June 30, 2012, the GNHWPCA has approximately $389,088 of unbilled, ongoing contracts for
construction and improvements of its sewer systems. Funding for these projects is primarily being
provided by the State of Connecticut’'s Clean Water Fund in the form of loans and grants and through
excess revenue bond proceeds.

Note 11. Pronouncements Issued, Not Yet Effective

The GASB issued pronouncements prior to June 30, 2012 that have an effective date that may impact
future financial presentations. Management has not currently determined what, if any, impact
implementation of the following Statements may have on the financial statements of GNHWPCA:

e GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements, issued November 2010, will be effective for the GNHWPCA beginning with its
year ending June 30, 2013. This Statement is intended to improve financial reporting by
addressing issues related to service concession arrangements (SCAs), which are a type of public-
private or public-public partnership. Specifically, this Statement improves financial reporting by
establishing recognition, measurement, and disclosure requirements SCAs for both transferors
and governmental operators, requiring governments to account for and report SCAs in the same
manner, which improves the comparability of financial statements. This Statement also improves
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the decision usefulness of financial reporting by requiring that specific relevant disclosures be
made by transferors and governmental operators about SCAs.

e GASB Statement No. 61, The Financial Reporting Entity: Omnibus an amendment of GASB
Statements No. 14 and No. 34, issued November 2010, will be effective for the GNHWPCA
beginning with its year ending June 30, 2013. This Statement is intended to improve financial
reporting for a governmental financial reporting entity by improving guidance for including,
presenting, and disclosing information about component units and equity interest transactions of a
financial reporting entity. The amendments to the criteria for including component units allow users
of financial statements to better assess the accountability of elected officials by ensuring that the
financial reporting entity includes only organizations for which the elected officials are financially
accountable or that are determined by the government to be misleading to exclude. The
amendments to the criteria for blending also improve the focus of a financial reporting entity on the
primary government by ensuring that the primary government includes only those component units
that are so intertwined with the primary government that they are essentially the same as the
primary government, and by clarifying which component units have that characteristic.

e GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, issued January
2011, will be effective for the GNHWPCA beginning with its year ending June 30, 2013. This
Statement is intended to enhance the usefulness of the Codification of Governmental Accounting
and Financial Reporting Standards by incorporating guidance that previously could only be found
in certain FASB and AICPA pronouncements. This Statement incorporates into the GASB's
authoritative literature the applicable guidance previously presented in the following
pronouncements issued before November 30, 1989: FASB Statements and Interpretations,
Accounting Principles Board Opinions, and Accounting Research Bulletins of the AICPA's
Committee on Accounting Procedure. By incorporating and maintaining this guidance in a single
source, the GASB believes that GASB 62 reduces the complexity of locating and using
authoritative literature needed to prepare state and local government financial reports.

e GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position, issued July 2011, will be effective for the GNHWPCA
beginning with its year ending June 30, 2013. This Statement is intended to improve financial
reporting by providing citizens and other users of state and local government financial reports with
information about how past transactions will continue to impact a government's financial
statements in the future. This Statement provides a new statement of net position format to report
all assets, deferred outflows of resources, liabilities deferred inflows of resources, and net position
(which is the net residual amount of the other elements). The Statement requires that deferred
outflows of resources and deferred inflows of resources be reported separately from assets and
liabilities. This Statement also amends certain provisions of Statement No. 34, Basic Financial
Statements-and Management's Discussion and Analysis-for State and Local Governments, and
related pronouncements to reflect the residual measure in the statement of financial position as
net position, rather than net assets.

e GASB Statement No. 65, Iltems Previously Reported as Assets and Liabilities, clarifies the
appropriate reporting of deferred outflows of resources and deferred inflows of resources to
ensure consistency in financial reporting. GASB Concepts Statement (CON) No. 4, Elements of
Financial Statements, specifies that recognition of deferred outflows and deferred inflows should
be limited to those instances specifically identified in authoritative GASB pronouncements.
Consequently, guidance was needed to determine which balances being reported as assets and
liabilities should actually be reported as deferred outflows of resources or deferred inflows of
resources, according to the definitions in CON 4. Based on those definitions, GASB 65 reclassifies
certain items currently being reported as assets and liabilities as deferred outflows of resources
and deferred inflows of resources. In addition, GASB 65 recognizes certain items currently being
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reported as assets and liabilities as outflows of resources and inflows of resources. The provisions
of this Statement are effective for periods beginning after December 15, 2012, and would be
applied on a prospective basis. Early adoption is encouraged.

e GASB Statement No. 66, Technical Corrections - 2012, enhances the usefulness of financial
reports by resolving conflicting accounting and financial reporting guidance that could diminish the
consistency of financial reporting. GASB 66 amends GASB Statement No. 10, Accounting and
Financial Reporting for Risk Financing and Related Insurance Issues, by removing the provision
that limits fund-based reporting of a state or local government’s risk financing activities to the
general fund and the internal service fund types. As a result, governments would base their
decisions about governmental fund type usage for risk financing activities on the definitions in
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. The
Statement also amends GASB Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, by
modifying the specific guidance on accounting for: (a) operating lease payments that vary from a
straight-line basis; (b) the difference between the initial investment (purchase price) and the
principal amount of a purchased loan or group of loans; and (c) servicing fees related to mortgage
loans that are sold when the stated service fee rate differs significantly from a current (hormal)
servicing fee rate. These changes would eliminate any uncertainty regarding the application of
GASB Statement No. 13, Accounting for Operating Leases with Scheduled Rent Increases, and
result in guidance that is consistent with the requirements in GASB Statement No. 48, Sales and
Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future
Revenues, respectively. The provisions of this Statement are effective for periods beginning after
December 15, 2012, and would be applied on a prospective basis. Early adoption is encouraged.

e GASB Statement No. 67, Financial Reporting for Pension Plans an amendment of GASB
Statement No. 25, was issued in June 2012. The objective of this Statement is to improve
financial reporting by state and local governmental pension plans. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision-useful information, supporting
assessments of accountability and inter-period equity, and creating additional transparency. This
Statement replaces the requirements of Statements No. 25, Financial Reporting for Defined
Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, and No. 50, Pension
Disclosures, as they relate to pension plans that are administered through trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The requirements of
Statements 25 and 50 remain applicable to pension plans that are not administered through trusts
covered by the scope of this Statement and to defined contribution plans that provide
postemployment benefits other than pensions. The provisions of this Statement will be effective for
the GNHWPCA beginning with its year ending June 30, 2014.

¢ GASB Statement No. 68, Accounting and Financial Reporting for Pensions, an amendment
of GASB Statement No. 27, was issued in June 2012. The primary objective of this Statement
is to improve accounting and financial reporting by state and local governments for pensions. It
also improves information provided by state and local governmental employers about financial
support for pensions that is provided by other entities. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision-useful information, supporting
assessments of accountability and inter-period equity, and creating additional transparency. The
provisions of this Statement will be effective for the GNHWPCA beginning with its year ending
June 30, 2015.
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