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MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

This section of the East Tennessee Human Resource Agency, Inc. (ETHRA) financial report is a
narrative discussion and analysis by management of the financial activities for the fiscal year
ended June 30, 2016. ETHRA’s financial performance is presented and analyzed within the
context of the accompanying financial statements with appropriate disclosures, following this
section.

Overview of the Basic Financial Statements

The basic financial statements are comprised of four sections:
1. Government-wide financial statements

i. Statement of Net Position
ii. Statement of Activities

2. Governmental Fund financial statements

i. Balance Sheet
ii. Statement of Revenues, Expenditures, and Changes in Fund Balances
iii. Reconciliation of governmental fund financial statements to government-
wide financial statements

3. Proprietary Fund financial statements

i. Statement of Net Assets
it. Statement of Revenues, Expenditures, and Changes in Fund Balance
iit. Statement of Cash Flows

4. Fiduciary Fund financial statements

i. Statement of Net Assets
ii. Statement of Changes in Net Assets,

A “government-wide” view of the financial position of ETHRA is presented. The Statement of
Net Position and the Statement of Activities are used to present this government-wide position.

For the government-wide financial statements, the primary change for ETHRA is the presentation
of all capital assets with calculated depreciation. The financial records retain some capital assets
as completely expended to grants when purchased, while the majority of the assets are tracked in
the Internal Service Funds, which allows for the tracking of depreciation. By separating capital
from operations, a clearer picture of operations can be reported. The historical costs of all capital
assets are included on the Statement of Net Position (net of calculated accumulated depreciation).
The current year calculated depreciation is included in the Statement of Activities. Current year
capital expenditures and capital lease payments are removed to prevent duplicate measurement.
The effects of this change are reconciled on the government fund financial statements.




The governmental financial statements combine General Fund and Human Resource
Services Fund operations. Governmental financial statements are presented on the
traditional modified accrual basis with the addition of the reconciliation to the
government-wide financial statements,

The General Fund includes ETHRA administration and unrestricted resource
management.

The Human Resource Services Fund accounts for all activities from governmental programs that
have a defined income and expense stream, regardless of source of funding. This includes most
of the programs at ETHRA, since the agency is designed to deliver human resource services.

The Proprietary Fund financial statements present all business-like activities. The agency
operates three business-like activities: Misdemeanor Program, a court service that supervises
offenders and monitors costs and fines for the court, Housing and Urban Development (“HUD”)
Housing Choice Voucher (“HCV”) Program, which administers housing vouchers to eligible
people for rental assistance and Transportation Enterprise, which includes fixed contracts for
transportation services. These activities are reported as business-like activities for fiscal year
2016.

ETHRA has four Internal Service Funds. These funds are used to track the major equipment in
transportation including the sales of vehicles and fringe benefits for all ETHRA employees. There
is also a vehicle pool, where vehicles are used by all programs and a mileage rate is charged to
the programs.

The Fiduciary Fund financial statements present all trust and agency activities. These are
activities that are solely for the benefit of other designated parties. The Public Guardian Trust
and HUD Family Self Sufficiency Escrow are fiduciary activities of ETHRA.

The nature of operating grants and social programs require great attention 1o available cash,
Many of the grants and programs operate on a reimbursement basis. In those cases, cash is
needed to fund operations for a time until the reimbursement is received. Therefore, it is critical
to manage available cash to ensure that programs can continue operating when services are
needed.

In addition to the issue of reimbursement, many grants and contracts require a cash match as a
condition of operating the grant. The only form of unrestricted cash available to ETHRA is the
assessments to the counties served by ETHRA and undesignated donations. In 2016, ETHRA
continued to receive an appropriation from the State of Tennessee budget.




Analysis of Financial Position

Financial Summary

ASSETS

Cash and cash equivalents

Capital assets {net of accumulated depreciation)
Receivables from grantors, contractors, and others
Prepaid expenses and deposits

TOTAL ASSETS

TOTAL LIABILITIES

Investment in capital assets
Restricted net position
Unrestricted net position
TOTAL NET POSITION

REVENULS

Operating grants and contributions
Charges for services

Assessment to local governments
TOTAL REVENUES

EXPENSES

General government

Aging

ETHRA Aging
Transportation

Workforce development
Housing and restoration
Title V

AIDS support

Corrections and probation
Child and Family Assistance
Homemaker

Mountain Valley

Loan

Misdemeanor
Transportation Enterprise
HUD Housing Choice Voucher

TOTAL EXPENSES
CHANGE IN NET POSITION

3016 2015 Increase/

(Decrease)
$ 3,181,583 $ 4,851,622 $ (1,670,039
3,198,847 2,334,887 863,960
7,197,141 7,191,371 5,770
186,098 325,698 {139,600)
13,763,669 14,703,578 (939,909)
3,935,504 4,031,519 (96,015)
3,198,847 2,334,887 863,960
1,266,140 1,201,291 64,849
5,363,178 7,135,881 (1,772,703)
$ 9828165 $ 10,672,059 (843,894)
$ 25090880 $ 26,802,710 (1,711,830)
8,504,993 10,427,995 (1,923,002)
236,240 280,340 {44,100)
$ 33832113 § 37511,045 (3,678,932)
$ 2,118917 § 3,324,663 (1,205,746}
7,069,999 6,503,611 566,388
£,140,402 1,223,120 (82,718)
7,591,394 8,432,131 {840,737)
3,207,708 3,838,164 (630,456)
1,971,446 2,532,691 (561,245)
1,223,980 1,254,494 (30,514
980,023 1,028,780 {48,757)
1,723,096 1,087,068 36,028
1,571,324 1,043,118 528,206
472,296 519,633 (47,337)
316,246 348,293 (32,047)
(27,066) (8,016) (19,050)
1,529,007 1,325,173 203,834
118,479 106,314 12,165
3,668,738 3,741,091 (72,353)
$ 34675989 § 36900328 § (2,224,339)
$ (843,876) §$ 610,717 §  (1,454,593)




In addition to the issue of reimbursement, many grants and contracts require a cash match as a
condition of operating the grant. The only form of unrestricted cash available to ETHRA is the
assessments o the counties served by ETHRA and undesignated donations. In 2016, ETHRA
continued to receive an appropriation from the State of Tennessee budget.

Program Highlights

Although ETHRA had a loss in net position of $843,876, the total net position is still at a healthy
level of $9,828,165. Overall, during FY 16, ETHRA maintained a healthy financial position and
most of the programs at ETHRA operated without material deviation from budget. There are a
few exceptions described below.

FY 16 was a difficult year for the ETHRA transportation program. The transportation program
lost $933,791 in FY 16, The loss was direcily related to a decision by FTA to siop
reimbursenients for ETHRA’s urban program. FTA made this decision even though ETHRA met
all of FTA’s requirements. This decision cost ETHRA just under $1,000,000 in reimbursements
for funds that ETHRA had already expended. This also negatively impacted ETHRA’s cash
position and receivables. There are on-going discussions with the State and FTA to recover a
portion of these revenues in FY 17. As the discussions continue, there is a strong possibility that
ETHRA will receive 30 to 50 percent of the denied funds.

A few programs; misdemeanor, mobile meals, senior centers, and office on aging, continue to
suffer from reduced revenues and rising expenses, which is negatively impacting the delivery of
these services. There are ongoing discussions about increasing revenues and reducing costs to
maintain the financial stability of the affected programs.

The aging program also showed a significant decrease of approximately $400,000. This was a
planned drawdown of funds as required by the State.

Economic Factors and Next Fiscal Year

ETHRA contracts primarily with the State of Tennessee agencies. As various economic factors
impact the state, federal, and local governments, ETHRA can be affected by the amounts of
funding available through grants and contracts. Although effects can be positive or negative due
to the economic environment, there are some concerns related to on-going fiscal discussions in
Washington. As a result, the overall Agency operations are expected to decrease slightly. The
State has already made the decision to move the Aids support programs to another agency. One
program will leave in December of 2016 and the other Program will leave in March of 2017, The
overall impact on ETHRA will be minimal. On the positive side, ETHRA expects the
transportation programs to show significant improvement in FY 17,

Contact Information

For further information about financial matters at ETHRA, please contact the Finance Director at:
East Tennessee Human Resource Agency, [nc., 9111 Cross Park Drive, Suite D-100, Knoxville,
TN, 37923.




CraINE, THOMPSON & JoNES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

225 WEST FIRST NORTH STREET 248 BRUCGE STREET
SUITE 300, MILLENNIUM SQUARE SUITE 8
P.O. Box 1779 SEVIERVILLE, TENNESSEE 37862
MORRISTOWN, TENNESSEE 37816-1778 PHONE: (868} 366-1450
PHONE; (423) 5B6-7850 FAX: (423) 586-0705

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
East Tennessee Human Resource Agency, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the agglegate remaining fund infounation of East Tennessee Human

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 Govermment 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 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,

JAMES W. CRAINE, CPA 5
GLENN B. THOMPSON, CPA
MIRA J, CRAINE, CPA

HIRAM H. JONES, CPA
TERRY M. WINSTEAD, CPA




Board of Directors
Page 2

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, each major fund,
and the aggregate remaining fund information of ETHRA as of June 30, 2016, and the respective changes
in financial position, and where applicable, cash flows thereof for the year ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 1 through 4 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 Himited 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise ETHRA’s basic financial statements. The introductory section is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The schedule of
expenditures of federal awards, schedule of grant activity-noncash, and schedule of expenditures of federal
awards and state grants, and other financial information are presented for purposes of additional analysis as
required by Title 2 US. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a required part
of the basic financial statements.

The schedule of expenditures of federal awards, schedule of grant activity-noncash, and schedule of
expenditures of federal awards and state grants, HUD housing choice voucher program financial data
schedule, and other financial inforimation are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare and 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




Board of Directors
Page 3

with auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual nonmajor fund finangial statements, the schedule ol expenditures of federal awards, and
other financial information are fairly stated in all material respects in relation to the basic financial
statements as a whole.

The introductory section has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 12,
2016, on our consideration of ETHRA'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 ETHRA’s internal control over financial reporting
and compliance,

[ acsmci JW + %W' P C,

Morristown, Tennessee
December 12, 2016



East Tennessee Human Resource Agency, Inc,
Statement of Net Paosition

June 38, 2016
Primary Government
Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 2,294,300 $ 870,202 $ 3,164,502
Investments 17,081 - 17,081
Receivables, net of allowance for uncollectible accounts 6,335,959 24,728 6,360,687
Internal receivable, net -
Loans receivable 836,454 - 836,454
Deposiis 5,744 - 5,744
Prepaid expenditures 180,354 - 180,354
Capital assets, not being depreciated
Land 32,614 - 32,614
Capital assets, net of accumulated depreciation
Buildings ' 799,695 - 799,695
Furniture and equipment 130,569 - 130,569
Leasehold improvements 7.087 - 7,087
Vehicles 2,101,954 126,928 2,228,882
Total capifal assets 3,071,919 126,928 3,108,847
Total assets 12,741,811 1,021,858 13,763,669
LIABILITIES
Accounts payable 1,509,408 17.420 1,526,828
Accrued expenses 2,408,088 - 2,408,688
Deferred revenue {12) - (12)
Advances - - -
Due in more than one year
Total liabilities 3,918,084 17,420 3,935,504
NET POSITION
Investment in capital assets 3,071,919 126,928 3,198,847
Restricted for:
THDA - House Loan 1,080,332 - 1,080,332
MVEOA 169,275 - 169,275
East Tennessee Foundation Investment 16,533 - 16,533
Unrestricted 4,485,668 877,510 5,363,178
Total net position $ 8.823,727 $ 1,004,438 $ 9,828,165

See accompanying notes to the financial statements.
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East Teanessee Human Resource Agency, Inc.

Statement of Activitics
For the Year Ended June 30, 2016

Net (Expenses) Revenue and

See accompanying notes te the financial statements.

9

Expenses Program Revenues Changes in Net Pesition
Operating Capital Primary Government
Charges for (rants and Grants and Governmental Business-type
Functions/Programs Direct Indirect Services Contributions Comntributions Activities Activitics Total
Primary government
Governmental activities
General government 8 2118917 § (2337707 % - $ - - 3 238,790 $ - b3 238.790
Aging 7,069,999 304968 45142 1791237 - 461,412 461412
ETHRA Aging 1,140,402 103,045 63.888 131.079 - (1,046.480) (1.046.480}
Transportation 7.591.39%4 1.044.547 2.783.471 5.255.897 . {596.973) (596.973)
Workforce development 3.207.708 307.499 63,363 3.446.660 - (5.182) (5.182)
Housing and restoration 1.971.446 42858 - 1.976.999 - (37.305) (37.303)
Titie V 1.223.980 21,841 - 1.241.909 - (3.912) (3.912)
AIDS support 980.023 23,789 - 1.009 465 - 3.633 3.653
Corrections and probation 1.725.096 121,972 76.788 1,775,181 - 6,901 6.501
Child and Family Assistance 1.571,324 17.110 - 1.629.736 - 41302 41,302
Homemaker 472,296 66.485 - 438,146 - (100.635) (100.635)
Mountain Valley 316.246 39.993 - 371,080 - 14,841 14.841
Loan (27.066) - - 23.491 - 30.557 30,557
Totat governmental activities 29,359,765 (263,200} 3,034,654 25.090.880 - (971.031) - (871,031
Business-type activitics
Misdetneanor 1,329,007 203.876 1.335.462 - - - (197.421) (197.421)
Transportation Enterprise 118.479 12,33} 199,336 - - - 68,526 68.526
HUD Housing Choice Voucher 3.668.738 46,810 3,735,341 - - - 19,793 19.793
Total business-type activities 3316224 263217 5.470.339
Total primary government § 34675989 3 17 $ 8.504.993 §  25.090.880 - (971,031) (109,102} {1,080,133)
General revenues;
Assessments to local governments 236.240 - 236,240
Transfers 98 (9%) -
Total general revenues 236,338 (98) 236.240
Change in net position (734,693} (109.200) (843.893)
Net position - beginning 9.558.420 1.113.638 10.672,058
Net position - ending $ 8.823.727 $ 1004438 $ 9.828.165




East Tennessee Human Resource Agency, Inc.
Balance Sheet

Governmental Funds

June 30, 2016
Total
Human Resource Governmental
General Services Funds
ASSETS
Cash and cash equivalents $ 1,235,806 $ (1,368,441) % (132,635)
Investments 17,081 - 17,081
Grant and contract receivables, net of allowance for uncollectibles - 6,335,727 6,335,727
Loans receivable - 836,454 836,454
Deposits 5,744 - 5,744
Prepaid expenditures 3,836 - 3,836
Construction in progress - - -
TFotal assets 3 1,262,467 $ 5,803,740 $ 7,066,207
LIABILITIES AND FUND BALANCES
Liabiities:
Checks written in excess of cash balance 3 - $ - $ -
Accounts payable 97,494 1,349,711 1,447,205
Accrued expenses 73,815 16,160 89,975
Deferred revenue - {12) (1)
Advances - - -
Total liabilities 171,309 1,365,859 1,537,168
Fund balances:
Nonspendable 9,580 {12) 9,568
Restricted 17,081 4,437,893 4,454,974
Assigned - - -
Unassigned 1,064,497 - 1,004,497
Total fund balances 1,091,158 4,437,881 5,529,039
Total liabilities and fund balances $ 1,262,467 3 5,803,740
Amounts reported for governmental activities in the statement of net position are difterent because:
Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds, net of accumulated depreciation of $8,172,133, 3,071,919
Capital assets purchases capitalized {682,375)
Increase in net position of inernal service funds 905,144
Net position of governmental activities $ 8,823,727

See accompanying notes to the financial slatements.
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REVENUES
Grantor contributions
Program income
UUSDA

Assessments to local governments

ln-kind contributions
Interest income
Other income

Total revenues

EXPENDITURES

Current:
General
Aging
ETHRA Aging
Workforce Development
Title V
LIHEAP WAP

Transportation Call Center

Community Corrections
Child Care Food
Homemaker
Mountain Valley
AIDS Support
$S1
L.oan Program
Total expenditures

Excess of revenues over expenditures

East Tennessee Human Resource Agency, Inc.
Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds
For the Year Ended June 30, 2016

OTHER FINANCING SOURCES (USES)

Transfers in - match
Transfers out - match

Total other financing sources (uses)

Net change in fund balance
Fund balances - beginning

Fund balances - ending

Total
Human Resource Governmental
General Services Funds

3 - 3 24,386,233 $ 24,386,233
- 2,887,700 2,887,700

- 348,100 348,100
221,240 37,050 258,290
- 314,007 311,007

- 23,449 23,449

1,365 146,994 148,359
222,605 28,140,533 28,363,138
15,290 - 15,290

- 7,375,106 7,375,109

- 1,243,447 1,243,447

- 3,515,207 3,515,207

- 1,245,821 1,245,821

- 2,014,304 2,014,304

- 8,636,341 8,636,341

- 1,845,068 1,845,068

- 1,588,434 1,588,434

- 538,781 538,781

- 356,239 356,239

- 1,003,812 1,003,812
- (27,066) (27,066)
15,290 29,335,497 29,350,787
207,315 (1,194,964} (987,649)
- 252,800 252,800
(678,552) - (678,552}
(678,552) 252,800 (425,732}
(471,237 (942,164) (1,413,401)
1,562,395 5,380,045 0,942,446

3 1,004,158

$ 4,437,881

$ 5,529,039

See accompanying notes to the financial statements.
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East Tennessee Human Resource Agency, Inc.
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balance of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2016

Net change in fund balances - total governmental funds $
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures while governmental activities
report depreciation expense to allocate those expenditures over the life of the assets:
Depreciation expense
Capital assets purchases capitalized
Proceeds from sale of capital assets
Transfers (to)/from proprietary funds
Increase/{ Decrease) in net position of internal service funds

(1,413,401

563,303
(720,819)
(69,018)

98

905,144

678,708

Change in net position of governmental activities $

(734,693)

See accompanying notes to the financial statements,
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East Teanessee Human Resource Agency, Iae,

ASSETS

Current Assets:
Cash and cash equivalents
Accounts receivable
Granis receivable
Payroll receivables
Prepaid expenditures
Total current assets

Noncurrent Assels:
Capital asscts
Funiture and equipment, net
Vehicles, net
Total noncurrent assets

Total asscts

LIABILITIES

Current Liabilities:
Accounts payable
Accrued expenses
Total current liabilitics

Noncurrent Liabilities:
Capital lease payable

Total labilitics
NET POSITION
Investment in capital assets

Unrestricted nel position

Total net position

Statement of Net Position
Proprietary Funds

June 30, 2016

Governmenial

Activities

[nternal

Transportation Service

Misdemeanor HUD HCV Enterprise Total Funds
$  HB.O06 § 267024 $ 494,502 § 870202 § 2426935
- - 24,728 24,728 -
- - - 232
- - . - 176,518
108,076 267.624 519,230 894,930 2,603,685
- - - - 5.588
- - 126,928 126,928 2,088,121
- - 126,928 126,928 2,093,709
S 108076 § 267,624 $ 646,158 $ 1021858 § 4,697,394
$ 9.803 $ 7.582 $ 35 $ 17420 % 62,203
- - - H 2,318,713
9,803 7,582 35 17.420 2,380,916

{

9.803 7.582 35 17,420 2.380,916
- - 126,928 126,928 2,003,709
98.273 260,042 519,195 877.510 222,769
5 98.273 $ 260,042 $ 646,123 § 1L,004438 § 2316478

See accompanying notes to the financial statements.
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East Tennessee Human Resource Agency, Inc.

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

Proprietary Funds
For the Year Ended June 30, 2016

Governmental
Activities
linternal

Transportation Service
Misdemeanor HUD HCV Enterprise Total Funds
OPERATING REVENUES
Grantor contributions $ - $ 3,724319 $ - $ 3,724,319 $ 844,863
Program income 1,535,130 3,932 199,536 1,738,598 0
Other revenue 332 7.090 - 7.422 188,253
Total operating revenues 1,535,462 3,735,341 199,536 5,470,339 1,033,116
OPERATING EXPENSES
Salaries 848,317 197,834 52,008 1,098,159 -
Fringe benefits 229,262 53,299 14,409 296,970 70,605
Granl and progran: costs - 3,335,227 - 3,335,227 -
Occupancy 122,217 20.376 - 142,593 -
Consultants and contracted services 29,742 4,894 I8 34,754 4,000
Gasoline - - 9,281 9.281 16,333
Telephone 52.437 9,734 347 62,518 -
Training and conferences 76,498 1,098 - 77.596 -
Travel 78,491 7,738 - 86,229 -
Supplies 28,253 1,638 102 29,993 -
Insurance and bonding 28.368 6,646 4,609 39,623 14,056
Maintcnance and repairs 23,234 10,697 88 34.019 21,704
Rentals - 6,793 399 7.392 -
Depreciation 417 3,655 26,901 30,973 563,303
Postage and freight 7.439 6,038 1 13,478 -
Printing 7.959 2,291 - 10.250 -
Other expenses {3.627) 780 10,016 7,169 1.274
Indirect cost allocation 203,876 46,810 12.531 263,218 -
Total operating expenses 1,732.883 3.715.548 131,010 5,579,442 691,275
Operating income (197,421} 19,793 68,520 (109,102) 341,841
Transfers in {out) (98) - - {(98) 425,850
Total net income (197,519 19,793 68,526 {169.200) 767.691
‘Tolal net position - beginning 295,792 240,249 577.597 1,113,638 1,548,787
Total net position - ending 3 98273  § 260,042  § 646,123 0§ 1004438 § 2,316478

See accompanying nates o the financial statements.
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East Tennessee Human Resource Agency, Inc.
Statement of Cash Flows
Proprictary Funds
For the Year Ended June 39, 2016

Gavernmental
Activities
nternal
Transportation Service i
Misdemeanor HUD HCV Enterprise Total Funds |
CASH FLOWS FROM OPERATING ACTIVITIES
Supervision fee receipts $ 1475533 % - $ - § 1475533 8§ -
Fee receipts 59,597 3,932 211,639 275,108 -
Grands 3,741,549 3,741,549 844,863
Receipts of contributions -
Other revenue 83 7,090 - YRYA 188,253
Reeeipts of interest 247 - . 247 -
Payments to employees {857,934} (200,638) (52,467} (L111,039) (397}
Payments for fringe henefits {234,098} {53.29%) (14,409} {301,806) {70,605}
Payments (o vendors (450,112} (3,409,503} (25.200) {3.884.815) (663.804)
Payments for indirect costs {203,876} {46,810 (12,531) {263.217) 563,303
Paymemdts for close-out
Net Cash Provided by Operating Activities {21(1,558) 42,321 107,032 (61,205) 861,613
CASH FLOWS FROM NONCAPITAL FENANCING ACTIVITIES
Transfers from {to} other funds (U8} - - (98) 425,850
Net Caslt Provided by Noncapital Financing Activities (98) - - (98) 425,850
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACFIVITIES
Acquisition of capital assets - - {72,947 (72.947) {Ld474.273)
Proceeds from sale of capital assets - - - - -
Net Cash Used in Capital and Related Financing Activities - - {72,947) (72,947} (1,474,273)
Net Increase it Cash and Cash Equivalents {2H)L.656) 42,321 34,085 {134,250} {[86.810)
Batance - heginning of the year 318,732 225,303 460,417 440,360 2,613,745
Balances - end of the year $ 188,076 § 267,024 $ 494,502 3 870,202 $ 2426933
Recenciliation ef Operating Income to Net Cash Provided by
(Used in) Operating Activities
Operating income (loss) $ (19rd42hy  § 19,793 $ 68,526 % (109102} § 341,841
Adjustments: -
Depreciation expense 17 3,655 26,901 30,973 563,303
Transfers {o other funds - - - - -
Clhange in assets and Habilities:
(Increase} decrease in accounls receivable - - - - -
(Increase) decrease in grants receivable - 17,230 12,103 29,333 -
(Increase) decrease in payroll receivables - - - B (397)
(Increase) decrease in prepaid expenditure - - - - LEE 161
Increase {decrease) in accounts payable 399 4,634 4 5.547 31006
Increase {decrease) in accrued expenses {14,433 {2,99%) (512) {17,956} {215,301
Net Cash Provided by Operating Activities $ (210,338) 5 42321 8 107032 $§  (61.205) 5 861613
See accompanying notes to the financial statements.
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ASSETS

Cash and cash equivalents
Due from other tunds
Other receivables
Investments, at fair value:
Investment accounts
Land and buildings
Total assets

LIABILITIES

Accounts payable
Assets held for others
Total liabilities

NET POSITION
Held in trust

See accompanying notes to the financial statements.

East Tennessee Human Resource Agency, Inc.

© Statement of Net Position
Fiduciary Funds

June 30, 2016

Public Guardian HUD Escrow Agency Funds
hY 343214 § 38,000 % 17,177
- 1,763 -
464,776 - -
1,521,800 - -
2,329,790 39,763 17,177
- 14,104 -
- - 17,177
- 14,104  § 17,177

$ 2,329,790 § 25,659
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East Tennessee Human Resource Agency, Inc.
Statement of Changes in Net Position

Fiduciary Funds

For the Year Ended June 30, 2016

ADDITIONS

Contributions
Trust account income
Other revenue
Interest

Total additions

DEDUCTIONS

Distributions from escrow

Forfeitures/Moveout

Nursing home/residential care

Legal

Living expenses

Burial expenses

Medical and dental

Fees transfer

Taxes

Insurance

Furnishings

Other expenses

Distributions to beneficiaries
Total deductions

Change in net position
Net position - beginning of year

Net position - end of year

Public Guardian HUD Escrow
$ 1,289,315 $ 25,157
297,726 -
151 2
1,587,192 25,159
- 7,991
- 11,443
407,365 -
324.640 -
144,904 -
15,641 -
39,970 -
11,430 -
5,901 -
20,158 -
40,462 -
280,059 -
1,290,530 19,434
296,662 5,725
2,033,128 19,934
3 2,329,790 $ 25,659

See accompanying notes to the financial statements.




EAST TENNESSEE HUMAN RESOURCE AGENCY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

East Tennessce Human Resource Agency, Inc., (“the agency”) was established in 1974 in accordance with Title 13,
Chapter 26, as amended, of Tennessee Code Annotated. This legislation establishes a nine region statewide system to
deliver human resource services and programs to Tennessee citizens for Tennessee’s local governments. The agency is
governed by a ninety-eight member Governing Board and a thirty-four member Policy Council.

The Governing Board consists of:
»  County and City Mayors within the established region served by the agency,
¢ one State Senator and one State Representative whose districts lic wholly or in part within the established
region served by the agency,
s and one additional member from each county of the region, appointed by the County Mayor.

The Policy Council consists of:
» two Governing Board members from each county within the established region
* and two legislators.

The agency also operates the Mountain Valley Economic Opportunity Authority (“MVEOA™) under a management
agreement with the MVEQA Board of Directors. For financial reporting purposes, the agency includes all human
resource services and programs over which the Board of Directors is financially accountable, including the MVEOA.

Basis of Presentation

The accompanying statements of the agency have been prepared in conformity with generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (“GASB”). Beginning with fiscal year
ended June 30, 2003, the agency has changed its presentation to conform to the reporting requirements required by
GASB Statement 34,

The government-wide financial statements (i.c. the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and its component units. Governmental
activities, which normally are supported by grants and contracts, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
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 or applicants who purchase, use, or directly benefit from goods,
services, or privileges 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.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though

the latter are excluded from the government-wide financial statements. Major individual governmental funds and
major individual enterprise funds are reported as separate columns in the fund financial statements.
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Accounting Structure and Basis

The government-wide staieients are reported using the economic resources measurement focus and the accrual basis
of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a lability is incurred, regardless of the timing of the related cash flows. Grants and
similar items are recognized as revenue as soon as all eligibility requivements imposed by the provider have been met.

Governmental fund financial statements are reported using the curvent financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafier to
pay liabilities of the current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting,

Accounting transactions are tracked according to program activities,
The following describes how agency accounting activities are maintained and presented:
General Fund - Agency administrative and unrestricted resources are reported in the General Fund.

Human Resonree Services Fund - The governmental program activities are reported in the Human Resource Services
Fund. These are transactions relating to resources obtained and used for the delivery of programs {including all cost-
reimbursement and performance based grant agreements).

Proprietary Fund - The agency operates three business-like activities: Misdemeanor Program, a court service that
supervises offenders and monitors costs and fines for the court, Housing and Urban Development (“HUD"”) Housing
Choice Voucher (“*HCV™) Program, which administers housing vouchers to eligible people for rental assistance and
Transportation Enterprise, which includes fixed contracts for transportation services that are not based on participant
fees.

Fiduciary Fund — Agency programs requiring fiduciary responsibility are accounted for in the Fiduciary Fund.

One of these fiduciary responsibilities is to account for participant assets lheld by the agency under the Public
Guardianship program. The Public Guardianship program was created by Title 34, Chapter 7, of Tennessee Code
Annotated, "to aid disabled persons over sixty (60) years of age who have no family member or friend who is willing
and able to serve as conservator or guardian.” The agency manages wards' assets in accordance with court orders and
trust agreements,

Assets such as real estate are stated at fair value at the time of transfer to the agency.

The transfer of the assets to the agency is shown as contribution from beneficiaries. lncome derived from the
wards' assets is shown in appropriate revenue accounts.

Assets returned to the wards, their estates or other third parties representing the wards are shown as
distributions to beneficiaries. Any expenditures made on behalf of the wards are reflected in other appropriate
expenditure accounts.

The Fiduciary Fund is also used for the agency deposits for payments in lieu of HUD Section 8 remtal and utility
assistance into an escrow account for participants enrolled in the Family Self-Sufficiency program. The participant
receives the funds upon successful completion of the program. Forfeited deposits are used to fund other participants in
the program.




Agency Fund -These are activities where amounts are held in trust or on behalf of others. These activities include:

1Y The agency collects donations from employees for funeral flowers or donations and for other purposes
determined by employees.
2) The agency holds unclaimed checks until the amounts can be sent to the State of Tennessee as unctaimed

property.

As a general rule the effect of interfund activity has been eliminated from both the governmentat tund and government-
wide financial statements. ETHRA is designated as an Area Agency on Aging and Disability and as such contracts
several programs within ETHRA. The related revenues and expenses from these transactions have been eliminated to
avoid duplicate reporting.

Proprietary funds distinguish operating revenues and expenses from non-operating ifems. Operating revenues and
expenses generally result from providing services in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the Misdemeanor Program, Transportation Enterprise, and HUD HCV Program are
charges for services provided. Operating expenses include the cost of services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

The Agency charges each of the programs an indirect rate of nineteen percent of salaries and fringe cost. In some
cases, the rate is limited by the specific program grant.

Budgetary Process

The agency does not have an annual appropriated budget. The grant documents, service contracts, and program
projections serve as the financiai plans for budgetary purposes.

NOTE 2: RECEIVABLES, DEPOSITS AND INVESTMENTS
Allowance for Uncolectible Accounts

The allowance for uncollectible accounts is based upon a credit review of the accounts receivable, past debt experience,
curtent economic conditions and other pertinent factors which form a basis for determining the adequacy of the
allowance. The allowance represents an estimate by management based upon these and other factors and, it is at least
reasonably possible that a change in the estimate will occur in the near term. No allowance is necessary for grantor
receivables at June 30, 2016, The allowance for uncollectible accounts for other receivables was 80 at June 30, 2016.

Deposits

The agency’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term investments
with original maturities of three months or less from the date of acquisition.

Investments

Investments are limited to those authorized by Tennessee State Law. State statues authorize the Agency to invest in
Treasury bonds, notes or bifls of the United Sates; non-convertible debt securities of the Federal Home Loan Bank, the
Federal National Mortgage Association, the Federal Farm Credit Bank and the Student Loan Marketing Association;
other obligations not listed above which are guaranteed as to principal and interest by the United States or its agencies;
certificates of deposit at State and Federal chartered banks and savings and loan associations, obligations of the United
States or it agencies under a repurchase agreement and money market funds whose portfolios consist of any of the
foregoing instruments if approved by the State Director of Local Finance and made in accordance with procedures
established by the State Funding Board; the Local Government Investment Pool (“LGIP™); obligations of the Public
Housing Awthority; and bonds of the Tennessee Valley Authority. State statutes limit maturities of the above
instruments to two years from the date of investment unless a longer maturily is approved by the State Director of
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Local Finance. Investments are recorded at fair value. The agency has not adopted a formal investiment policy that
limits its interest rate or credit risk.

Custodial credit risk is the risk that, in the event of a bank failure, the agency’s deposits may not be returned to it.
Although the agency has not adopted a formal policy, its policy is to fully collateralize bank deposits in excess of
federally insured amounts.

The investments in the General Fund represent funds held by the East Tennessee Foundation in the agency's name.

The investments in the Fiduciary Fund consist of savings bonds and other investments held in the individual ward's
names.

NOTE 3: INTERFUND RECEIVABLE/PAYABLE ACCOUNTS

The amount owed to the Agency Fund by the General Fund and Human Resource Services Fund represents unclaimed
checks. These are outstanding checks older than ninety days that are subject to escheatable property procedures.

Interfund activity for operations is accounted for through equity in cash balances.

NOTE 4: PREPAID ITEMS

Cerlain payments to vendors refiect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financiai statements.

NOTE 5: DEFERRED COMPENSATION PLAN

The agency offers its employees a tax deferred annuity plan, ETHRA Tax Sheltered Annuity 403b. The plan is
available to any full-time or part-time employee.

The tax-deferred annuity plan was established in accordance with Section 403(b) of the Internal Revenue Service Code.
The plan allows employees to shelter a portion of their salaries. All costs for administering this program are the
responsibility of the plan participants, Since the 403(b) plan assets remain the property of the contributing employees,
they are not presented in the accompanying financial stafements, ETHRA is the plan administrator. The plan advisors
are Rather and Kittrell. The plan custodian is Unified Trust.

Employees may have as much of their gross compensation deducted as they choose, up to the maximum allowed by the
Internal Revenue Service. A maiching payment is made by the agency cach payroll period. The agency will match any
amount up to 5 percent of an employee's gross compensation, depending upon the employee's deduction. Employees
can request a loan against their plan balances. Otherwise, the funds are not available to employees until termination,
death, or unforeseeable emergency. The plan has a three year vesting period for new employees. During the vesting
period, the matching amount is applied to the employee’s account, but is not available to the employee until they are
fully vested, Employee deferrals for the year ended fune 30, 2016, were $371,638 and ETHRA's matching
contribution was $273,767.

NOTE 6: OPERATING LEASE AGREEMENTS
The agency leases offices and storage space to administer agency programs. All leases are cancelable at the agency's

option. The agency incurred operaiing lease payments of $942,694 in fiscal year 2016. The contingent lease payments
for fiscal vear 2017 amount to $936,684.
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NOTE 7: CAPITAL ASSETS

Governmental and business-type activities’ capital asset changes for the vear ended June 30, 2016 were as follows:

Balance Balance
07/01/15 Additions Deletions 06/30/16

Capital Assets not being depreciated:

Land b 32,614 § - % - 3 32,614
Other capital asssets:
Buildings Total 1,230,730 - - 1,230,730
Furniture & Equipment Total 2,319,409 35,979 - 2,355,388
Leasehold improvements Total 243,382 - - 243,382
Vehicles Total 5,907,666 1,485,813 (11,541) 7,381,938
Total other capital asset at cost 9,701,187 1,521,792 (11,541) 11,211,438
Less accumulated depreciaton for:
Buildings Total (394,037) (36,997) - {431,034)
Furniture & Equipment Total (2,125,756) {99,063} - (2,224,819}
Leaschold improvements Total (226,845) {9,450) - {236,295)
Vehicles Total (4,737,230) {542,755) - (5,279,985)
Total accumulated depreciation (7,483,868) {688,265) - (8,172,133)
Govermental capital assets net 2,249,933 833,527 {11,541) 3,071,919
Business-type capital assets:
Vehicles 228,956 133,608 {60,664) 301,900
Accumulated depreciation (143,999) (30,973) (174,972)
Business-type capital assets, net 84,957 102,635 (60,664) 126,928
Total capital assets $ 2334890 § 936,162 § (72,205) § 3,198,847

Depreciation expenses for the year ended june 30, 2016 was charged to programs/functions as follows:

Depreciation

Administration $ 46,606
Aging -
Child development -
Corrections and probation 14,009
Housing and restoration -
Transportation 608,290
Workforce development 7,367

Total depreciation and capital expenses

governmental activities 676,272
HUD Housing Choice Voucher 3,055
Oak Ridge Transit 26,901
Misdemeanor 417

Total depreciation and business-type

activities 30,973

$§ 707,245
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Capital Assels are presented in the Statement of Net Assets (government-wide financial statements). The presentation
includes all assets with a historical cost in excess of five thousand dolars that are currently in use by the agency or
program. In the conversion year (fiscal year ended 6/30/03), a minimum of one year of remaining service was used lo
calculate the valuation of the asset for depreciation purposes.

Capital assets purchased from grants are recorded at acquisition cost and are shown as capital expenditures in the
governmental financial statements but are properly reclassified to the Statement of Net Assets as capital assets in the
government-wide financial statements. Capital assets acquired from unrestricted resources are depreciated on a
straight-tHne basis over their estimated useful lives as prescribed by government depreciation tables. Donated capital
assets are recorded at estimated fair market value al the date of donation.

Assets Years
Buildings 39
Land improvements I5
Furniture and equipment 7
Computer and telephone equipment 5
Vehicles 5

NOTE 8: FUND BALANCE

Fund balance is reported in govermmental funds under the following categories using definitions provided by GASB
Statement 34, This Statement defines the different types of fund balances that a governmental entity must use for
financial reporting purposes. The fund balance amounts must be reported within one of the fund balance categories list
below.

Nonspendable fund halance — includes amounts that cannot be spent because they are either () not in spendable form
or (b legatly or contractually required to be maintained intact.

The amounts reflected below as nonspendable include advances paid to subcontractors and deposits.

Restricted fund balance — includes wmounts (hat can be spent only for the specific purposes stipulated by external
parties, constititional provisions, or enabling legislation.

Committed fund balance — includes amounts that can be used only for the specific purposes determined by a formal
action of the highest level of decision making authority. The commitment can be removed or changed only by taking
the same action. This would result from a formal action of the ETHRA Policy Council.

There are no committed Tund balance amounts for FY 16,

Assigned fund balance — includes amounts intended to be used for specific purposes but do not meet the criteria to be
classified as restricted or committed. In governmental funds other than the general fund, assigned fund balance
represents the remaining amount that is not restricted or committed. it includes any residual amounts in governmental
funds other than the general fund. The authority is delegated from the Policy Council to their designee to assign
amounts,

There are no assigned fund balance amounts for FY 16.

Unassigned fund balance ~ includes the residual classification of the general fund and includes all spendable amounts
not contained in the other classifications.
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Total

Human Resource Governmental
General Services Funds

Nonspendable

Advances and deposits 8 9,580 $ (i2y % 9,568
Restricted for:

Mountain Valley 169,275 169,275

Loan 1,080,332 1,080,332

Human Resource Services 3,188,286 3,188,286

East Tennessee Foundation

Investiment 17,081 17,081
Unassigned 1,064,497 1,064,497
Total fund balances h) 1,091,158 $ 4,437,881 $ 5,529,039

When an expenditure is incurred for purposes for which both restricted and unrestricted {committed, assigned, or
unassigned) amounts are available, it is ETHRA’s policy to consider restricted amounts to have been reduced first.
When an expenditure is incurred for purposes for which amounts in any of the unrestricted fund balance classifications
could be used, it is owr policy that committed amounts woukd be reduced first, followed by assigned amounts and then
unassigned amounts.

NOTE 9: CONTINGENCIES

Sick Leave

The agency records the cost of sick leave when paid. Since sick feave (earned one day per month with a maximum of
66 days) is generally paid only when an employee is absent because of illness, injury, or related family death, there is
no recorded liability for sick feave, The amount of unused sick leave was $1,236,127 at June 30, 2016. Although there
is no cash reimbursement for unused sick leave, at termination of employment, a portion of the cash value of unused
sick leave, based on Board approval amnually, may be placed in an employee’s retirement account. An employee must
be employed and a member of the retirement system For three vears to be eligible for this benefit.

Litigation

The agency is involved in several Fawsuits, none of which are expected to have a material effect on the accompanying
financial statements.

NOTE {0: RISK MANAGEMENT

The Agency participates in the Tennessee Municipal League (TML) Risk Management Pool for the following risks of
loss: commercial general ability, bodily injury, property damage, physical damage, personal injury liability for
vehicle operation, worker's compensation, employer's Hability, employee dishonesty; theft of, damage to, or destruction
of real and personal property; and personal injury. The Agency's agreement with the TML Risk Management Pool
provides for payment of premiums, The agreement also provided for refunds to members and additional member
assessments. Additional member assessments are based on the experience of the pool. Scttled claims resulting from
these risks have not exceeded coverage in any of the past three fiscal years,

The Agency carries commercial insurance for the following risks of loss: liability for volunteers and court-referred
alternative sentencing volunteer insurance. Settled claims resulting from these risks have not exceeded commercial

insurance coverage in any of the past three fiscal years.

The Agency provides basic health, disability, and life insurance coverage for its employees through commercial
insurance policies. The Agency's maximum obligation under the basic health insurance policy is limited to $548 and
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$1,240 per month per employee for single and family coverage, respectively. The Agency's obligation under the
disability and life insurance policies are based on the employee's rate of pay.

NOTE 11: GRANTS

The Agency receives the majority of its revenues from federal, state and local government grants which require the
fulfillment of certain conditions as set forth in the instrument of grant. Failure to fulfill the conditions could result in
the return of funds to grantors. The Agency’s ability to continue its programs is directly dependent upon the grantors’
continued revenue funding.

NOTE 12: INTERFUND TRANSFERS

Interfund transfers for the year ended June 30, 2010, consisted of the following:

Transter To

Internal Service

Transfer From Fund ETHRA Aging Title V LIHEAP Homemaker
General Fund $ - 8 395,074 % 4,199 § 150,000 $ 104,279
Aging - 869,010 - - "
Misdemeanor 98 - - - -
Transportation/Call Center 378,326 - - - -
Community Corrections 47,425 - - - -

Total $ 425,849 § 1,264,084 § 4,199 % 150,000 % 104,279

Transfers are used {o move unrestricted revenues collected in the general fund and human resources services fund to
various programs for operating needs.

In the year ended June 38, 2010, transfers were made for the operations of various programs.




EXPENDITIRES
Current:
Salaries
Fringe Benefits
Professional Fees
Supplics
Telephone
Postage and Freight
Equipment Rental
& Maintenance
Printing & Publications
Travel. Training.
Conferences
insurance
Occupancy
Fuel & Maintenance
Grants & Allocations
Participant
Orher
indirect cost allocation
In-Kind

Total expenditures

OTHER FINANCING
SOURCES (1ISES)

Transfers - match

Total other financing

sources (uses)

Total expenditures

East Tennessee Human Resource Agency, Inc,

Schedule of Expenditures hy Program
Governmenta! Funds
For the Year Ended June 30, 2016

ETHRA Workforce LIHEAP Transportation  Community Child Care Mountain AIDS
General Aging Aging Development Title V Wap Call Center Corrections Food Homemaker Valley Suppert Loan Total

§ LI82485 5 1280139 0§ 432579 0§ 1579319 0§ 89518 5 176825 0§ 4329508 0§ 1054319 S 69636 0§ 275026 0§ 163138 3 105583 % - £ 105360115
325,529 342367 99072 369374 23,316 47,183 LI95.115 292,107 17.760 74,523 42,969 27139 - 2.857.806
384,200 87,791 46,621 4,744 1.621 3.970 76534 2561 1,354 746 3,633 1.333 638 615,746
83,129 13.251 26,568 65,170 773 1,062 152492 11.362 3892 8212 2,899 3122 . 372994
47.849 39,065 17.846 55868 3,290 4138 137,656 51,964 3367 11.891 7148 3.128 - 383,810
4.206 8629 2999 5410 1.681 6.784 1367 1579 1,919 63 647 (786) 29 34,587
87.974 12417 2,860 42,303 1166 5237 45,632 18,786 2319 5.206 3.596 1.087 - 235,783
1677 1.756 L6 16,722 353 1.624 [RREY} 1.876 629 673 663 207 - 42,769
79955 123,360 71623 129,744 $.133 4.06! 37.644 99.082 12.9658 70703 23365 21,703 - 683315
6.428 21909 1ELH3 31113 1.504 3508 245,555 513 2925 5.009 4.879 1.739 - 387,023
140.324 88,350 38434 461 440 5145 10,189 136.902 125819 5,985 18,755 17,533 9168 - 1.058.044

- - - - - - 1,155,420 - - - - - - 1155420

B 3.007.290 14,468 75.652 - - - - 1.440.919 - - 413434 - 4,953,763

- 1,997,625 237,198 487125 943967 1.706.220 - 7747 - - 42429 385.502 {32 3.807.945
25202 14.283 17.155 58,941 276 673 66428 4.553 7494 1427 1,485 7.664 (27.865) 172716
(2.357.707) 304.968 103.045 307.499 AN 42,858 1,044,947 121,972 17.110 66.485 349593 25789 - (263,200)
- 30,807 113,420 24,283 141,235 - - - - - 1.262 - - 311007

15.291 757967 1.243.447 3515207 1.345.821 2.014.304 8.636.34] 1.845.068 1.588.434 538.781 356,239 1.003.812 (27.066) 29.350.646
678,552 885500 (1.264.083) - 14.199) {150,000} 336316 47.425 - (10427 ~ - - 425,752
678,552 885,520 (1.264.083) . {4199 {150.000} 336.816 47.425 - (104,279 v - - 425.752

$ 603843 3§ 8260487 0§ (20636) % 3515207 0§ 1241422 0§ 1864304 S B973157 5 1893493 S IS8R434 5 434502 5 356239 5 1005812 S (27.086) $ 29776398
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See accompanying notes to the financial statements,
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East Tennessee Human Resource Agency, Inc,
Statement of Changes in Assets and Liabilities - Agency Funds
For the Year Ended June 30, 2016

Balance Balance
July I, 2015 Additions  Deductions June 30, 2016

ASSETS

Contributions from employees 3 16,988 $ 1,393 $ 1,204 b 17,177
Total assets $ 16,988 $ 1,393 $ 1,204 $ 17,177

LIABILITIES

Accounts payable $ 88 $ - 3 88 $ -

Employee volunteer/Assets held for others 16,900 1,393 1,116 17,177

Total liabilities $ 16,988 $ 1,393 $ 1,204 $ 17,877

Sce accompanying notes to the financial statements,
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Enst Tennessee Human Resource Apency, Ine.

Schedule of Grant Activity
I For Year Ended June 30, 2016
! | H : | |
| _{ASSISTANCE PROGRAMS AS IDENTIFIED IN THE CATALOG OF FEDERAL DOMESTIC ASSISTANCE: i :
FY16 Enlunce Cash Trangers, Transfers Pymty made Balsnce
CFDA #__|GRANT # PROGRAM NAME GRANTOR PROJECT July 1, 205 Reoeipty n Expenditures Out 1o Stute June 30, 2016
* {93044 |3T4TR Aging Serviges — TT-B TN C on Aging 02716 289,921 978,300 | (1,101,732) 166489 . 3
+ {03044 37478 Aging Serviees — ITT-B TN Commission on Aging 02716 (137.500) (320,K00)! @sR300)] 1
= 91048 |3 Aging Planning - [1-C adm TN Commission on Aging, 02716 99,494 268,700 316,027 52,167 3
> 93045 |3747% Aging Planning ~ I1-C ndm. TN C: on Aging 02716 (34,500) (29,500) (73,000)] 1
* ]03.045 37478 Agring Plasning — T-C 1 Con TN G i on Aging 02716 53379 612,900 (662,417 3862 3
* 93045 a3 Aging Phunning — [1-C 1 Con TN Cotmission an Aging, 026 (85,100) {42,300) Q2140m| 1
* (93,707 [ GG-19-2%541-00 Aging Planning — 1-C 1 Con ARRA ‘TN Commission on Aging, 02317 (433} as3 . 1
* [93.045 37478 Aging Services - M-C 2HD Nutrition Sc TN Cotmission on Aging, 02716 502 1,363,500 (.325.975) 39,254 3
93,045 37A7R Aging Services - I0-C 21D Nuwrizion Services ; 02716, {327,000} 94,800 00 1
* 193705 GG9-25%541-00 Aging Services — I0-C 2HD ARRA Nutrition Servicss 02313 {256} 296 - 1
* |93.043 37478 Aging Services — TII-D In-home Services PH 02716 29.047 73300 (79,596) 23,651 k]
 |93.043 37478 Aging Services ~ I11-D In-home Scrvices PH 02716 (10,600} (15.900); 26,500y 1
+ lo30s2  [3zem Aging Scrvices — II-E odm 02716 . 54,600 1 (53,608) . 3
* 93052 |3T4TH Aging Serviees — 1T1-E Coregiver TN Commissian on Aging 0ne 68,752 485,700 (505,946) 18 48,624 3
+ 93.052 AT47H Aging Services — TI-E Carcgiver TN Commission on Aging 02716 {73,400) (31,200) (114,600} H
= 93041 |3TTR iAging Services - I-A Title VI} EA TN Commission on Aging 0216 15392 13,300 (10,248 18,444 2
+ 193041 37478 | Aging Servie A Title VI EA |TN Commissian on Aging 02716 (2.460) 9,540) (2000 1
* 193042 3747 { Aging Serviees - [-A_Titlg VI TN Commission on Aging 02716 - 57.900 {37.900) - 3
- 193053 3w Aging Services — USDANSIP TN C on Aging 03716 - 348,100 @B48,100) - 3
- 193.053  |374TR Aging Services w USDA/NSIP TN Commission on Aging [\r7411 (62,610) 4,510 Griom| 1
bl Erord Aging Services - [1-E Maich ‘TN Commission on Aging 02716 - %3,000 118 (31.882) - 3
- 37478 Aging Services - IT-E Match TN Commission cn Aging 02716 (15,000) 15,000 “ 1
- 37TH Senior Centers ‘TN Commission on Aging 02716 14,031 232,900 (246,931) © 3
* 37478 Senior Conters ™ G ion on Aging 02716 (3R,500) (18,600} (57.500) 1
- 37478 State Nutrition TN Cotnmission on Aging 02716 0 119,700 | (119,700) 0 3
b ATV State Nutrition TN Commission on Aging 02716 (22,700) 3,100 (9.600); 1
* 37478 TN Commission on Aging 02716 - 43.%00 (63.500) - 3
- TR TN Commission on_Aging 62716 (12,300) 4,900 @aom|
. 37478 TN Commission on Aging, 02716 . 111,500 {111.500) . 3
* 37478 TN Comimigsion oh Aging, t 62716 - {26,423) (26.42%) ]
M 3747R State Aging - Options TN Commission on Aging : 02716 210,446 1.714,200 : (1,924,646) [ 3
o IT4TR State Aging - Options TN Commission on Aging 02716 {220.100) (205.263) @29363)| 1
arars State Camegiver TN.C ion on Aging, 02716 {14,900} 1
VDHCS NG on Aging 02716 - 1170 (1,170} - 3
VDHCS (TN Commission on Aging, 02716 185 195 - 1
3747R Aging Services — Medicnid Waiver {TennCare 02740 (81,516) 65,83 (69.443) {921,426) (106901| 1
36706 Aging Services ~ SHIP TN Commission on Aging, 02708 a3gy (15,507) (5945 3
36706 Aging Services v SHIP TN Commission on Aging 02708 3 - i 3 1
36706 Aging Scrviees — SHIP TN Commigsion on Aging 02708 (1%.971) 112,709 ¢ (120,078 (26,340} 1
€5G-11-35350-00 ADRC, TN Commission on Aging 0 : o 3
39379 PPACA / MIPPA TN Commission on Aging 02587 24,948 {14,738} {19,210) - 3
39379 ‘PPACA / MIPPA TN Commission on Aging 02387 (19,498) 79,649 (85.,053) 5,108 1
| (%4002 “Caroet Gonters - Adult B4 TN Departmens of Lubor and Workfotes Development 02786 (48.318) 75203 012,994 (95,096 1
17.207 Carcer Centers « DOL ‘N Depastment of Labor and Workforce Development 02787 6.534) ASR75 (93,218) @Erni g |
17.207 Career Centers - VR ‘TN Department of Human Services 027881 (1,639) 13,462 (6.790)} (8,158 @J2n
17.207 Career Centers - WIA Partners TN Departisent of Labor and Workforee Development Ry ®.169) . {12,508 (20673 1
17.233 Carcer Centers « Pass Thru ‘TN Deparment of Lobor and Workforce Development 02750 (5.238) 30918 i {37,497 6.790 @O 1
Carper Centers - TOVA, TN Department of Labor and Workforcs Development 02793 (2.792) 9.173 (6.643) e
10.559 30018 Summer Food Servies Progrm | TN Department of Humn Serviees D2H0% (a0 205,864 (639.307) @gan! b
10.558  |034764544009 Child Care Costers (CCFP) TN Departent of Humpn Services 02H09 (26,646) 115326 (110.363) @Lesnl 1
10558 |034760133002 Child Care Food Progmm TN Department of Humsn Serviees 02810 39.010); 401670 | | (400.456) (8396 3
18.558 3473039002 AtRisk ‘TN Department of Human Services 02941 P 49613 ! ¢ (79613} - H
Child Proteetive Services Contraets |Child & Family ServieehETCSA 02759 (3.665) M0 (20.479) 6434 1
M Communitv Comrectians TN Bowrd of Probation and Parole 02397 (230 73%) 159010 1 (162K 469) | 169,978 1
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Schedule 3
EAST TENNESSEE HUMAN RESOURCE AGENCY, INC.
SCHEDULE OF NON-CASH ASSISTANCE (1)
FOR THE YEAR ENDED JUNE 30, 2016

ASSISTANCE PROGRAMS AS IDENTIFIED IN THE CATALOG OF FEDERAL DOMESTIC
ASSISTANCE:

GRANT # GRANT #
83265-45905 83265-54385 TOTALS
CFDA # 10.550 10.550
PROGRAM NAME Emergency Food Emergency Food
Distribution Program Distribution Program

GRANTOR AGENCY Tennessee Department Tennessee Department

of Agriculture of Agriculture
Balance 7/1/2015 $ 132,312 $ - $ 132,312
Receipts $ 53,316 $ 167,495 $ 220,812
Change in USDA Rate (2) 3 - $ 879 $ 879
Other Additions (3) $ - 3 - $ -
Commodities Distributed 3 56,376 $ 151,962 $ 208,338
Other Deductions (4) $ 6,876 3 8,813 $ 15689
Balance 6/30/2016 $ 122,376 $ 7,600 $ 129,976

(1) This schedule represents the fair value of noncash assistance based on per unit commodities
values provided by the Tennessee Department of Agriculture.

(2) This amount includes a change in the USDA values for commodities on hand as of 6/30/2016.
(3) This amount represents a reconciliation between physical inventory and book inventory.

(4) This amount represents lost and damaged commodities.




East Tennessee Human Resource Agency, Inc,
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2016

CFDA
Federal/Pass-through Agency/Program Title Number
U. 8. Department of Agriculture:
Passed through Tennessee Department of Agriculture:
Emergency Food Assistance Program (Administration) 10.568 41,079
Passed through Tennessee Department of Human Services:
Child and Adult Care Food Program 10.558 990,430
Summer Food Service Program for Children 10.559 639,307
1,670,816
U.S. Department of Housing and Urban Development:
Section 8 Rental Voucher Program 14,871 3,724,319
Passed through Tennessee Department of Health:
Housing Opportunities for Persons with Aids 14.24] 274,834
3,999,153
U.S. Department of Labor:
Senior Community Service Employment-SSAI 17.235 806,742
Passed through Tennessee Commission on Aging:
Passed through Tennessee Department of Labor and Workforce Development
Employment Service 17.207 114,877
Unemployment Insurance 17.225 40,918
Career Centers-Pass Thru 17.235 37,497
Senior Comniunity Service Employment-State 17.235 293,932
Workforce Investment Act Adult Program 17.258 1,425,880
Workforce Investment Act Youth Activities 17.259 446,265
Workforce Investment Incentive Grants 17.267 2,500
Workforce Investiment Act Dislocated Worker Formula 17.278 1,021,833
4,190,444
LLS. Department of Transportation:
Passed through Tennessee Department of Transportation:
Federal Transit_Capital Investment Grants 20.500 291,067
Federal Transit_Formula Grants 20,507 1,013,408
Formula Grants for Other Than Urbanized Areas 20,509 4,146,507
Enhanced Mobility of Seniors and Individuals with Disabilities 20,513 633,420
Job Access_Reverse Commute 20,516 119,344
New Freedom 20,521 23,484
6,227,230
U.S. Department of Energy:
Weatherization Assistance for Low-income Persons 81.042 0
0
U.S. Department of Education Office of Vocational and Adult Education
Passed through Tennessee Department of Labor and Workforce Development
Career Centers - Adult Education 84.002 121,994
Adult Education 84.002A 215,128
337,122
Department of Homeland Security
Emergency Food and Shelter National Board Program 97.024 1,368
1,308
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East Tennessee Human Resource Agency, Inc.
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2016

CFDA
Federal/Pass-through Agency/Program Title Number
U.S. Department of Health and Human Services:
Passed through Ternmessee Commission on Aging:
Special Programs for the Aging, Title VII, Chapter 3 93.041 10,248
Spectal Programs for the Aging, Titie VI, Chapter 2 93.042 57,900
Special Programs for the Aging, Title HI, Pari D 93.043 79.596
Special Programs for the Aging, Title 111, Part B 93.044 1,101,732
Special Programs for the Aging, Title {[l, Part C 93.045 2,308,417
Special Programs for the Aging, Title 1V and Title 11 93.048 0
Alzheimer's Disease Demonstration Grants 93.051 G
National Caregiver Support, Title lil, Part E 93.052 560,546
Nutritional Services Incentive Program 93.053 348,100
4,466,539
Passed through Tennessee Department of Human Services:
Low income Heating and Energy Assistance Program 93.568 1,976,999
Community Services Block Grant 93.569 306,688
Social Services Block Grant 93.667 417,117
2,700,804
Passed through Tennessee Department of Health:
HIV Care Formula Grants - Consortia Services 93917 578,604
HIV Prevention Activities 93.940 156,277
734,881
Centers for Medicare and Medicaid Services:
Passed through Tennessee Commission o Aging:
Centers for Medicare and Medicaid Services Research, Demonstrations and Evaluations 93.779 120,075
PPACA /MIPPA $3.071 65,264
185,339
Passed through TennCare
Medical Assistance Program 93.778 921,426
Total Federal 25,435,152
State and Local Grants:
Child Protective Services NIA 20,979
Community Corrections N/A 1,628,469
Community Intervention Services N/A 146,712
Senior Centers N/A 246,931
State Guardianship N/A 111,500
State Homemaker N/A 63,800
State Nutrition N/A 119,700
State Aging - Options N/A 1,924,646
Aging Services -11I-E Match N/A 84,882
VDHCS N/A 1,170
Transportation BOPP N/A 6,324
Transportation TEIS N/A 738
Transportation URCP N/A 329,000

Career Centers - TDVA N/A 6,643
s




East Tennessee Human Resource Agency, Inc.
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2016

CFDA
Federal/Pass-through Agency/Propgram Title Number
Tolal State and Local 4,691,494
CFDA = Catalog of Federal Domestic Assistance 30,126,646

N/A = Not Applicable
(1) Presented in conformity with Generally Accepted Accounting Principles
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East Tennessee Human Resource Agency, inc.
HUD Housing Choice Voucher Program Financial Data Schedule

June 30, 2016

ASSETS

111 Cash - unrestricted
113 Cash - other restricted

100 Total cash
121 Accounts receivable - PHA projects
128 Fraud recovery
128.1 Allowance for doubtful accounts - fraud
120 Total receivables, net of allowance for doubtful accounts
150 Total current assets
164 Furniture, equipment & machinery - administration
166 Accumulated depreciation
160 Total capital assets, net of accumulated depreciation

180 Total non-current assets

290 Total assets

LIABILITIES

312 Accounts payable <= 90 days

322 Accrued compensated absences - current portion
346 Accrued liabilities - other

310 Total current liabilities

353 Non-current liabilities - other
350 Total non-current liabilities

300 Total liabifities
NET POSITION
508.4 Net investment in capital assets
511.4 Restricted net position
512.4 Unrestricted net position

513 Total equity - net assets/position

600 Total liabilities and equity - net assets/position
Line 113 Details:

113-020  FSS escrow deposits
113-03¢  All other funds

36-1

HUD HCV

$ 249,188
44,094

293,282

11,513

(11,513)

0

293,282

56,650

(56,650)

0

$ 293282

5 7.582

7,582

25,6057

25,657

33,239

12,214
247,829

260,043

o

; 293,282

3 25,657
18,437

& 44,094




East Tennessee Human Resource Agency, Inc.
HUD Housing Choice Voucher Program Financial Data Schedule
For the Year Ended June 30, 2016

HUD HCV
REVENUES
70600 1UD PHA operating grants $ 3,724,319
71400 Fraud recovery 1.096
71500 Other revenue 9.927
70000 Total operating revenues 3.735,342
EXPENSES

Administrative:
91100 Adminisirative salaries 170,797
91200 Auditing fees 4,894
9400 Advertising and marketing 346
91500 Employee benefit contributions - administrative 45,7360
21600 Office expenses 38,001
51800 Travel 8.836
91810 Allocated overhead 46,810
91000 Total operating - administrative 335414

Tenant:
92100 Tenant services - salarics 27.037
92300 Employee benefit contributions - tenant services 7.569
92500 Total tenant services 34,606

Insurance premiums:
96120 Liability insurance 6,646
96100 Total insurance preniums 6,646
96900 Totat operating expenses 376,666
97000 Excess of operating revenue over operating expenses 3.358.676
97300 Housing assistance payments 3.329.944
97350 HAP portability-in 5,283
97400 Depreciation expense 3,655
90000 Total expenses 3,715,548
13000 Excess (deficiency) of total revenue over {under) totaf expenses $ 19.794
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East Tennessee Human Resource Agency, Ine,
HUD Housing Choice Voucher Program Financial Data Schedule
For the Year Ended June 30, 2016
HUD HCV
Memeo account information:
11030 Beginning equity $ 240,249
11040 Prior period adjustments, equity transfers, and correction of errors $ -
11170 Administrative fee equity $ 247,829
i 1180 Housing assistance payments equily $ 12,214
11190 Unit months available 8.065
11210 Number of unil months leased 8.089
Line item 70600 details:
70600-010  Housing assistance payments $ 3,293,509
70600-020  Ongoing administrative fees earned 396,204
70600-031  FSS coordinator grant 34.606
Totat $ 3,724.319
Line item 71400 details:
T1400-010  Housing assistance payment 3 548
T1400-020  Administrative fee 548
Total $ 1,096
Line item 97300 details:
97300-020  [Home-ownership $ 118,793
97300-040  Tenant protection 19.690
97300-045  FSS escrow deposits 24,904
97300-050 Al other 3,166,557
Total $ 3,329,944
Line item 11170 details:
11170-001  Administrative fee equity - beginning balance $ 196,081
11170-010  Administrative fee revenue 396,204
11170-021 'S8 coordinator grant 34,606
11170-045  Fraud recovery revenue 548
11176-050  Other revenue 5.995
11170-051  Other revenue commeitt - Admin & HAP for portability in
11170060  Total admin fee revenues 437,353
11170-08¢  Total operating expenses 376,666
11170-090  Depreciation 3.655
11173-095  liousing assistance payment portability in 5,283
11173-100  Other expenses i
11170-101  Comment for other expense - prior period expense correction
11E70-110  Total expenses 385,605
11170-002  Net administrative fee 51,748
T1170-003  Administrative fee equity - ending balance $ 247,825
P1170-006  Post-2003 administrative fee reserves $ 247,829
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East Tennessee Human Resource Agency, Ine,
HUD Housing Choice Voucher Program Financial Data Schedule
For the Year Ended June 30, 2016

Line item 11180 details:

1 E180-001
I TIRO-010
11180-015
11H180-020
11180-021
FTE80-030
11180-080
11180-090
T1ER(-091
11180-140
11180-002
11180-003

Housing assistance paymients equity - beginning balance
Housing assistance payments revenue

Fraud recovery revenue

Other revenue

Comments for other revenue - forfeitures, rounding
Total housing assistance payments revenue

Housing assistance payments

Other expenscs

Comments for other expenses - prior period expense correction
Total housing assistance payments expenses

Net housing assistance payments

Housing assistance payments equity - ending balance

Line item 11190 details:

11190-210

Total ACC HCV Units
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HUD HCV

44.168
3,293,509
548

3,933

_ 329799

3.329.944

3,329,944

(31.954)
12,214
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East Tennessee Human Resource Agency, Inc.

Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Section 1 — Summary of Auditor Results

Financial Statements

Types of auditor’s report issued

Internal control over financial reporting:
Material weakness (es) identified?
Significant deficiency (ies) identified?

Unmodified

No
None reported

Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major federal programs:
Material weakness (es) identified? No
Significant deficiency (ies) identified? None Reported
Types of auditor’s report issued on compliance for major federal programs Unmodified
Any audit findings disclosed that are required to be reported in
accordance with the Uniform Guidance? No

Ldentification of Major Federal Programs:

CFDA Number Name of Federal Program or Cluster

14.871 Section 8 Rental Voucher Program
17.235 Title V SCSEP
17.258 Workforce Investment Act Adult Program
17.259 Workforce Investment Act Youth Activities
17.278 Workforce Investment Act Dislocated Worker
20.507 Federal Transit Formula Grants
20.509 Federal Grants for Other Than Urbanized Areas
93,044 Special Programs for Aging Title III Part B
93.045 Special Programs for Aging Title III Part C
93.568 Low Income Heating and Energy Assistance
93.778 Medical Assistance TennCare

Threshold for major federal program $903,799
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East Tennessee Human Resource Agency, Inc.
Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Doilar threshold used to distinguish between Type A and
Type B programs: $750,000

Auditee qualified as low-risk auditee? No
Section II - Financial Statement Findings

None

Section HI — Federal Award Findings and Questioned Costs

No matters were reported.
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CRAINE, THOMPSON & JONES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

228 WEST FIRST NORTH STREET 248 BRUCE STREET
SUITE 300, MILLENNIUM SQUARE SUITE 8
P,O. Box 1779 SEYVIERVILLE, TENNESSEE 37862
MOoRRISTOWN, TENNESSEE 37816-1779 PHONE! (BG5) 366-1450
PHONE: {(423) 586-7650 FAX: {(423) 586-0708

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Board of Directors
East Tennessee Human Resource Agency, Ine,

We have audited, in accordance with the auditing standards genelally accepted in the United States of
Amel ica and the standa;ds apphcabie_to ﬁnanctai audits contained in Government Auditing Standards

f 1 »d St financial statements of the governmental
1e aggregate remaining fund information of
f and for the year ended June 30, 2016, and
the related notes to the financial statements, whlch collectively comprise ETHRA’s basic financial
statements, and have issued our 1eport_the:e0n datediDe em 12, 2016.

Internal Control Over Financial Reportmg

In planning and performing our audit of the financial statements, we considered ETHRA’s internal control
over financing reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purposes of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of ETHRA’s internal control. Accordingly, we do
not express an opinion on the effectiveness of ETHRA’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Board of Directors
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether ETHRA’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Governmeni Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communications is not suitable for any other purpose.

R | B @"“—‘V"' - -

Morristown, Tennessee
December 12, 20106
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CERTIFIED PUBLIC ACCOUNTANTS
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM
GUIDANCE

Board of Directors
Fast Tennessee Human Resource Agency, Inc,

Report on Compliance for Each Major Federal Progr.

¢.’s (ETHRA) compliance with the types of
Suppiement that could have a direct and
r the year ended June 30, 2016. ETHRA’S
iditor’s results section of the accompanying

We have audited East Tennessee Hum,
compliance requirements described in the OMB
material effect on each of ETHRA’s major federal
major federal programs are identified in the sum
Schedule of Findings and Questioned Costs.”

Management’s Responsibility

Management is responsible for compliance with the requitements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of ETHRA’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about ETHRA’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of ETHRA’s compliance.
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Board of Directors
Page 2

Opinion on Each Major Federal Program

[n our opinion, ETHRA complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2016.

Report on Internal Control Over Compliance

Management of ETHRA is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our

audit of compliance, we considered ETHRA's internal control over compliance with the types of

requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of ETHRA’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is no suitable for any other purpose.

C mascer. AW + q—cvw:—, PG

Morristown, Tennessee
December 12, 20106
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