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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 assets
Unrestricted net assets
TOTAL NET ASSETS

REVENUES:

Operating grants and contributions
Capital grants and contributions

_ Charges for services

Assessment to local governments
TOTAL REVENUES

TOTAL EXPENSES

CHANGE IN NET ASSETS

Analysis of Financial Position

Increase/

2011 2010 (Decrease)
$ 5,022,576 $ 5,257,803 $ (235,227)
5,736,865 5,045,497 691,368
6,502,967 6,143,441 414,526
460,072 241,466 218,606
$17,722,480  $16,688,207 1,089,273
$ 7,671,670 $ 7,801,220 (74,548)
5,486,356 4,973,928 512,428
1,141,517 876,797 264,720
3,422,937 3,036,262 386,675
$10,050,810  $ 8,886,987 1,163,823
' $35,447,561 $34,724,041 723,520
1,958,754 2,575,373 (616,619)
10,596,616 10,398,701 197,915
231,300 237,300 (6,000)
 $48,234,231 $47,935,415 298,816
$47,070,408  $45,019,448 2,050,960
$1,163,823 $2,915,967 (1,752,144)

The nature of operating grants and social programs require great attention to 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 to operating the grant. The only form of unrestricted cash available to
ETHRA is the assessments to the counties served by ETHRA and undesignated




ETHRA is the assessments to the counties served by ETHRA and undesignated
donations. In 2011 ETHRA received an appropriation from the State of Tennessee

budget.

Total assets increased in fiscal year 2011 over 2010, mostly as a result of purchases of
transportation vans.

Total expenses increased due to increased depreciation on newly purchased capital items,
and spending for the increased funding levels in the programs.

Program Highlights

In February 2009 President Obama signed the American Recovery and Reinvestment Act
(ARRA). This legislation seeks to stimulate the economy by preserving and creating
jobs, providing tax cuts and credits to working families and businesses, expanding
renewable energy, and improving the nation’s infrastructure, ETHRA has contracts with
various agencies of the State of Tennessee and other grantors for ARRA funding for
several of the programs, Most ARRA grant activity began in fiscal year 2010 and was
completed in fiscal year 2011. These grants are tracked and reported on separate lines on
the Grant Schedules.

Overall, each of the programs at ETHRA has operated without material deviation from
budget.

The Transportation program operated at net revenue of $445,295. On government-wide
basis this results in net revenue of $914,585, which includes net GASB34 adjustments of
$469,290. These adjustments include depreciation and the capitalization of vans and-
maintenance facility additions for GASB34 presentation. In fiscal year 2010, the
program operated at net revenue of $247,504,

ETHRA has entered into contracts with AmeriChoice to operate a Call Center/Transport
Program for AmeriChoice TennCare clients in east and middle Tennessee. This activity
is reflected in the Proprietary Fund. Through this contract, ETHRA has subcontracts
with vendors to provide transports, The aim of this program has been to position ETHRA
for a role in any changes for the on-going delivery of transportation for TennCare clients
in the State. In addition, to date, this program has produced additional funds into the
Agency to assist in carrying out its mission.

In fiscal year 2008, the SSI Representative Payee was moved from the HRS fund to the
Fiduciary fund to more accurately reflect the activity of this program. In May 2009, a
decision was made to discontinue the SSI Payee program. The phase-out was completed
in fiscal year 2011.




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. These effects can be positive

or negative due to the economic environment,

The overall Agency operations are expected to decrease slightly as the slow economic
growth continues to pressure state, federal, and local governments,

Contact information

For further information about financial matters at ETHRA, please contact the Finance
Director at: East Tennessee Human Resource Agency, Inc., 9111 Cross Park Drive, Suite

D-100, Knoxville, TN, 37923.
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CRAINE, THOMPSON, & JONES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
225 WEST FIRST NORTH STREET
P.O. Box 1779
SUITE 300, MILLENNIUM SQUARE
MORRISTOWN, TENNESSEE 37818-1779
423-B5B6-7650

INDEPENDENT AUDITOR’S REPORT

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

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of East Tennessee Human
Resource Agency, Inc. (ETHRA), Knoxville, Tennessee as of and for the year ended June 30, 201 1, which
collectively comprise ETHRA's basic finangi
~ statements are the responsibility of ETHRA
these financial statements based on our 8

We conducted our audit in accordance
America and the standards applicable
issued by the Comptroller General of the
the audit to obtain reasonable assuran¢
misstatement. An audit includes examining,-‘on a-test bagis;”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 opinions.

in our opinion, the financial statements referred to above. present fairly, in all material respects, the
respective financial position of the governmentat activities, the business-type activities, each major fund,
and the aggregate remaining fund information of ETHRA, as of June 30, 2011, and the respective changes
in financial position, and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generaily accepted in the United States of America.

in accordance with Government Auditing Standards, we have also issued our report dated December 1,
2011, 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 controls over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal contro!
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.

THOMAS M. JONES, CPA

JAMES W, CRAINE, CPA
HIraM H. JONES, CPA

GLENMN 3. THOMFSON, CPA, CFP, PFsS
MIRA J. CRAINE, CPA




Board of Directors
Page 2

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 1 through 4 and 25 through 29
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise ETHRA's financial statements as a whole. The introductory section is presented for purposes of
additional analysis and is not a required part of the financial statements. The accompanying schedules of
expenditures of federal awards, Schedule of Grant Activity-Noncash, and Schedulé of Expenditures of
Federal Awards and State Grants are presented for purposes of additionai analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and are also not required parts of the financial statements. The schedule of expenditures of
federal awards, schedule of grant activity-noncash, and schedule of expenditures of federal awards and
state grants are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in
relation fo the 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 them.

ﬁm/ Wﬂu#}/ﬂ%ﬂ .

Morristown, Tennessee
December 1, 2011




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

June 30, 2011
Primary Government
Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents 3,054,870 $ 1,962,706 § 5,017,576
Investments 5,000 5,000
Receivables, net of allowance for uncollectible accounts 5,607,346 - 5,607,346
Loans receivable 895,621 895,621
Deposits 17,065 17,065
Prepaid expenditures 442,399 608 443,007
Capital assets, not being depreciated
Land 32,614 32,614
Capital assets, net of accumulated depreciation
Buildings 994,722 094,722
Furniture and equipment 966,718 188,433 1,155,151
Vehicles 3,450,791 49,250 3,500,041
Leasehold improvements 54,337 54,337
Total capital assets 5,499,182 237,683 5,736,865
Total assets 15,521,483 2,200,997 17,722,480
LIABILITIES
Accounts payable 3,366,957 50,425 3,417,382
Accrued expenses 1,664,483 291,610 1,956,093
Deferred revenue 2,004,016 2,004,016
Internal payable, net 29,190 29,190
Advances 68,593 68,593
Long-term liabilities
Due within one year 178,523 178,523
Due in more than one year 17,873 17,873
Total liabilities 7,329,635 342,035 7,671,670
NET ASSETS
Invested in capital assets, net of related debt 5,486,356 5,486,356
Restricted for;
THDA - House Loan 1,016,702 1,016,702
MVEOA 112,860 112,860
Character Counts Program 6,955 6,955
East Temnessee Foundation Investment 5,000 5,000
Unrestricted 1,563,975 1,858,962 3,422,937
Total net assets 8,191,848 § 1,858,962 § 10,050,810

See accompanying notes to the financial statements




SjuswaEss jeoueuy s o) ssjou SuAuedwaenoe asg

Q1805001 $ TI6°858T  § RFTI6LS $ SUIpUD - $19558 19N
- tE0'81 FZ0o's D) 2d{y-ssomsnq 01 ysURIT,

L86'935°3 TP IS CRS'CSY'L Burmurdaq - s1085e 19N

£28°€91°1 9ES°60F LBTHSL SIOSSE 10T U 9Fuenyy

00£'1ET - 00E1€T SINULADI [ELSUST [RIO],

00g1cT [ SIOSUNLINAOT Te00] 0] STUSRISSISSY

ISOTIUAASX mmu.ua.umv
£75°7¢6 9ES°60r L86°TTS PSLRCE'T $ 196°L¥PSE $ 01906501 S - $ SOKOLO'LY $ Towrmanod Lrewnid [ejof,
870'E80 FITLLE 8LEL¥O9 sonAnoe wdA-ssomsng @0,

L0 1LOvF ZE6SrLE STEES 9L 'BYIE IanpnoA 20tog Fursnoq H

£58°CIS £55°51S 819°€E9 T LES'RZI $TH'686 a0 TeD
(830°051) (380°051) BLYYCFT 79€°661 YOT 60+ I0UEIWAPSTIA

sananoe adA-ssomsng

L36'TS L86'TTS ¥SLRSE 196" L¥F'CE 885 T9L'E WII°LLE) 0E0°€T0"TF SIIATGE [IUaULIA0E [ej0],

(89L7601) _ (89L°601) 85T6T - 9TOSEL o]

LTS LTTS - - {£zzs) uoneAsTUIpE soAed saneinassidar |
{oL1'st) oL1°1) 66¥°TIS L6¥TI SOLYS 10¥'S8F AaMle A, uresumopy
0z0'12) (0z0'12) 096'v8Y £L8°85 LOT'LEY S0UBISISSE A[TUIE,]
(ooz'vE) ooz'rL) €TEEFE 615%T P0O0CEET JusmdoAsp PI)
(c¥o'Ly (cr9°L) 6EE6LT 6EF°18 TOLTZY 69909471 uoReqoId pue STONOALI0)
(oso'on) (oso'on) $SH'EE6 8097 L68°0T6 wodduns §qTy
(1sT°111) asz'itn 085°900°6 01E9r 19069 080°560°% ROTEI0]SHI pUe SUISnoE]
(rs9'9sT) ) (rso'esT) SPLLELS 105°71€ 86%°185°8 Tustdo[eAIp S2I0PHOM

S35 %16 535°P16 FSLBS6 T $5$8°670Y 756°065°C 95008 LIF%29'L uorepodsueLy,

129'90T 1£9°90T 98K H09°] ££8°891 €ET°L9E SI5'661°8 Sy
oyist) g (opL'LsD) $ $ 01¢1 $ 66TLL $ (006°80T°T) $ eYTerrT $ JESUIDACE [RISUSD)

SOTIALIE [EJUSURLIIACL)
JURWUIIA0E ATRIILL]
TEI0], SAUANSY SILIATIOY SEOTINGLIUGD) SuonnqLIEoy SRS yanpu] EEhTy] STIRLI0LJ/SUOROUN ]
od1-ssoursng ERISUILIIACD pue seIn Ppire s|mRI0 J0f s381reqD
JUSWOISAOT) ATewTsd rendeD Bunersdp
SI9ESY 19N W SSURY) SINUSASY Wesdol] sasuadxyg
Pue snusAy (sesuadvgy) 19N

110Z “0€ JUR[ papuy JBIx 91 104
SIPAIDY JO JUHDITELS
] ‘A3u3Y 92IN05YY UBHHN]Y IISSIUUIY JSE



East Tennessee Human Resource Agency, Ine,

Balance Sheet
Governmental Funds
June 30, 2011
Total
Human Resource Governmental
General Services Funds

ASSETS
Cash and cash equivalents $ 2,022,920 § 1,031,950 3,054,870
Investments 5,000 5,000
Grant and contract receivables, net of allowance for uncollectibles 5,586,328 5,586,328
Other receivables 21,018 21,018
Loans receivable 895,621 895,621
Deposits 17,065 17,065
Prepaid expenditures 349,624 92,775 442,399

Total assets $ 2,415,627 § 7,606,674 10,022,301
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 210,047 3,156,910 3,366,937
Due to other funds - 29,190 - 29,190
Accrued expenses 592,703 1,071,780 1,664,483
Deferred revenue : 1,027,387 976,629 2,004,016
Advances 68,593 68,593

Total liabilities 1,859,327 5,273,912 7,133,239
Fund balances:
Nonspendable 21,387 92,775 114,162
Restricted 11,955 1,129,563 1,141,518
Assigned - 1,390,384 1,390,384
Unassigned 522,958 (279,960) 242,998

Total fund balances 556,300 2,332,762 2,889,062

Total liabilities and fund balances $ 2,415,627 $ 7,606,674

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

Capital assets used in governmental activities are not financial resources and, therefore,

arg not reported in the funds, net of accumulated depreciation of $3,849,253 5,499,182

Certain long-term liabilities are not due and payable from current financial resources and,

therefore are not reported in the funds:

Line of credit payable (148,781)
(47,615)

Capital purchase note payable

Net assets of governmental activities

See accompanying notes to the financial statements

8,191,848




East Tennessee Human Resource Agency, Inc,

Governmental Funds
For the Year Ended June 30, 2011

Statement of Revenues, Expenditures, and Changes in Fund Balance

Total
Human Resource - Governmental
General Services Funds
REVENUES
Grantor contributions $ $ 36,103,997 § 36,103,997
Program income 3,501,169 3,501,169
USDA 407,503 407,503
Assessments to local governments 231,300 14,000 245,300
Career Centers / reimbursements 73,619 73,619
Interest income 25,004 25,004
Other income 1,566 273,125 274,691
Total revenues 232,866 40,398,417 40,631,283
EXPENDITURES
Current:
General 25,895 25,895
Aging 8,382,779 8,382,779
Transportation 7,218,353 7,218,353
Housing and restoration 9,143,908 9,143,908
Workforce development 6,691,986 6,691,986
Corrections and probatio 1,738,874 1,738,874
Title V : 1,894,414 1,894,414
Child development 1,350,081 1,350,081
Mountain Valley 536,146 536,146
AIDS support 943,506 943,506
Family assistance 504,279 504,279
Loan program 135,026 135,026
SSI representative payee administration (5,227) (5,227
Other -
Capital outlays - 1,821,533 1,821,533
Debt service: -
Principal retirement - 150,000 150,000
Interest expense - 9,549 9,549
Total expenditures 25,895 40,515,207 40,541,102
Excess of revenues over expenditures 206,971 {116,790 90,181
OTHER FINANCING SOURCES (USES)
Execution of capital leases 36,463 36,463
Transfer of domestic violence to misdemeanor (18,024) {18,024)
Transfer to close out SSI repr. payee admin {123,834) 123,834 -
Transfers in - match - 140,006 140,006
Transfers out - match (140,006) {140,006)
Total other financing sources (uses) (227,377) 245,816 18,439
Net change in fund balance (20,406) 129,026 108,620
Fund balances - beginning 576,706 2,203,736 2,780,442
Fund balances - ending $ 556,300 $ 2,332,762 $ 2,889,062

See accompanying notes to the financial statements




East Tennessee Human Resource Agency, Ine,
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, 2011

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:
Capital assets purchases capitalized
Capital assets disposal
Depreciation expense

Repayment of debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net Assets:

Capital lease obligation principal payments

Loean payments :

Loan proceeds

Change in net assets of governmental activities A b

See accompanying notes to the financial statements

108,620

1,863,696
(77,485)

(1,303,838)
482,373

31,733
150,000
(36,463)

145,270

736,263




East Tennessce Human Resource Agency, Ine,

Statement of Net Assets
Proprietary Fund

June 30,2011
Misdemeanor Call Center HUD HCVY TOTAL
ASSETS
Current Assets:
Cash and cash equivalents $ 200,708 3 1,205,746 3 556,252 3 1,962,706
Accounts receivable -
Prepaid expenditures 608 608
Total current assets 200,708 1,205,746 556,860 1,963,314
Noncurrent Assets:
Capital assets
Funiture and equipment, net 188,433 188,433
Vehicles, net 12,561 36,689 49,250
Total noncurrent assets 12,561 188,433 36,689 237,683
Total assets $ 213,269 § 1,394,179 § 593,549 $ 2,200,997
LIABILITIES
Current Liabilities:
Accounts payable $ 20,693 $ 16,996 § 12,736 § 50,425
Accrued expenses 125,436 140,234 25,940 291,610
Total current liabilities 146,129 157,230 38,676 342,035
Total liabilities 146,129 157,230 38,676 342,035
NET ASSETS
Unrestricted 217,228 721,396 510,802 1,449,426
Net revenue (150,088) 515,553 44,071 409,536
Total net assets % 67,140 § 1,236,949 § 554,873 § 1,858,962

See accompanying notes to the financlal statements




East Tennessee Human Resource Agency, Inc,
Statement of Revenues, Expenditures, and Changes in Net Assets
Proprietary Funds
For the Year Ended June 30, 2011

Misdemeanor Call Center HUD HCV TOTAL
OPERATING REVENUES
Program income $ 1,442,340 3 1,633,618 % 3,740,202 § 6,816,160
Other revenue 7,590 5,730 13,320
Total operating revenues _ 1,449,930 1,633,618 3,745,932 6,829,480
OPERATING EXPENSES )
Salaries 819,826 538,394 222,064 1,580,284
Fringe benefits 207,322 141,810 57,316 406,448
Grant and program costs 23,614 3,753 3,262,025 3,289,392
Occupancy 111,686 35,050 23,485 170,221
Consultants and contracted services 13,847 . 124,986 3,507 142,340
Telephone 45,884 69,939 8,073 123,896
Training and conferences 62,979 649 5,137 68,765
Travel 37,807 667 19,068 57,542
Supplies 18,205 27,986 8,307 . 54,498
Insurance and bonding 22,022 6,456 4,943 33,421
Maintenance and repairs 13,270 7.823 11,128 32,221
Lease payments 12,387 13,630 5,201 31,218
Depreciation . 4,633 14,977 7,613 27,223
Postage and freight 6,949 355 7,592 14,896
Printing 8,773 2,953 3,112 14,838
Other expenses 175 175
Indirect cost allocation 195,362 128,637 53,115 377,114
Total operating expenses 1,604,566 1,118,065 3,701,861 6,424,492
Operating income (154,636) 515,553 44,671 404,988
Gain on sale of vehicle 4,548 4,548
Total net income (150,088) 515,553 44,071 409,536
Total net assets - beginning 199,204 721,396 510,802 1,431,402
Transfers - domestic violence to misdemeanor 18,024 18,024
Total net assets - ending $ 67,140 $ 1,236,949 $ 554,873 § 1,858,962

See accompanying notes to the financial statements




East Tennessce Human Resource Agency, Ine,

Statement of Cash Flows

Proprietary Funds

For the Year Ended June 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Supervision fee receipts
Fee receipts
Receipts of contributions
Receipts of insurance reimbursements
Receipts of interest
Payments to employecs
Payments for fringe benefits
Payments to vendors
Payments for indirect costs
Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Transfers from other funds
Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Acquisition of capital asscts

Proceeds from sale of capital assets

Payment on capital lease

Net Cash Used in Capital and Related Financing Activities

Net Increase in Cash and Cash Equivalents
Balance - beginning of the year

Balances - end of the year

Reconciliation of Operating Income to Net Cash Provided by
(Used in) Operating Activities
Operating income (loss)
Adjustments:
Depreciation expense
Change in assets and liabilities:
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in deferred revenue
Net Cash Provided by Operating Activities

Noncash investing, capital, and financing activities:
Acquisition of capital assets through capital lease

Misdemeanor Call Center HUD HCY TOTAL
$ 1,380,990 $ 3 1,380,990
61,350 1,633,618 3,740,202 5,435,170
4,005 4,005
2,824 5,730 8,554
761 761
(812,845) (530,045) (218,497) (1,561,387)
(207,322) (141,810) (57.316) (406,448)
(371,192) (284,286) (3,365,872) (4,021,350)
{195,362) {128,637) (53,115) (377,114)
(136,791) 548,840 51,132 463,181
18,024 18,024
18,024 - - 8,024
(10,000) (194,192) (36,550) (240,742)
9,071 9,071
(929) {194,192) (36,550.00) (231,671)
(119,696) 354,648 14,582 249,534
320,404 851,098 541,670 7 1,713,172
3 200,708 3 1,205,746 3 556,252 $§ 1,962,706
$ (154,636) $ 515,553 % 44071 § 404,988
4,633 14,977 71,613 27,223

607 - (608)

5,624 9,961 (3,511) 12,074
6,981 8,349 3,567 18,897
3 (136,791) § 548,840 § 50,132 % 463,182

$ £ “

See accompanying notes ta the financlal statements




ASSETS

Cash and cash equivalents
Other receivables
Investments, at fair value;
Investment accounts
Land and buildings
Total assets

LIABILITIES

Accounts payable '
Accrued expenses
Total liabilities

NET ASSETS
Held in trust

Ses accompanying notes to the financial statements

Statement of Net Assets
Fiduciary Funds
June 30, 2611

East Tennessee Human Resource Agency, Inc,

Public Guardian SSI Payee HUD Escrow
3 300,277 - 26,219
1,331
1,489,204
5,290,800
7,080,281 - 27,550
$ 24,267 -
218
24,485 - -
$ 7,055,796 - 27,550




ADDITIONS

Contributions
Trust account income
Other revenue
Interest

Total additions

DEDUCTIONS
Distributions
Living expenses
‘Total deductions

Net assets - beginning of year

Net assets - end of year

See accompanying notes to the financial statements

East Tennessee Human Resource Agency, Inc.
Statement of Changes in Net Assets

Fiduciary Funds

For the Year Ended June 30, 2011

Public Guardian SSI Payee HUD Escrow
$ 838,185 $ 14,414
469,786 738
11,816
1,368 62
1,321,155 738 14,476
751,408 48,244 2,747
825,758
1,577,166 48,244 2,747
7,311,807 47,506 15,821
3 7,055,796 - 3 27,550




EAST TENNESSEE HUMAN RESOURCE AGENCY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

East Tennessee 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 lie wholly or in part within the established
region served by the agency,
* 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 cach county within the established region

e and two legislators.

The agency also operates the Mountain Valley Economic Opportunity Authority (“MVEOA’") under a management
agreement with the MVEOA 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 prepated 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 Staterment 34.

The government-wide financial statements (i.e. 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. Govermmental
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 is offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include 1) charges to customers 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 reporfed as separate columns in the fund financial statements.




Accounfing Structure and Basis

The government-wide statements are reported using the econoinic 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 liability is incurred, regardless of the timing of the related cash flows. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reports using the current financial resources measurement focus and the
medified 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 thereafter to
pay liabilities of the current period. For this putpose, 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 Resource Services Fund - The governmental program activities are reported in the Human Resource Services
Fund. These are transactions relating to rescurces 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, Call Center, and
Housing and Urban Development (“HUD") Housing Choice Voucher (“EICV™) Program.

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 held 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. Income 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.

Another of these fiduciary responsibilities was to provide payee supportive services through the 851 Representative
Payee program (“SSI Payee™). The phase-out of this program was completed in fiscal year 2011,

The Fiduciary Fund is also used for the agency deposits for payments in lieu of HUD Section 8 rental 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:

1} 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 unclaimed

property.

As a general rule the effect of interfund activity has been eliminated from both the governmental fund 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 items. 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, Call Center, 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’s financial statements are prepared in accordance with generally accepted accounting principles. The
agency’s reporting entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements and
applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting Principle Board (APB)
opinions issued on or before November 30, 1989, unless they conflict with GASB pronouncements. The agency’s
reporting entity does not apply FASB pronouncements or APB opinions issued after November 30, 1989.

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 financial plans for budgetary purposes.

NOTE 2: RECEIVABLES, DEPOSITS AND INVESTMENTS

Allowance for Uncollectible Accounts

The allowance for uncoilectible accounts is based upon a credit review of the accounts receivable, past debt experience,
current 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, 2011. The allowance for uncollectible accounts for other receivables was $278,851 at June 30,

2011.

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

Investinents are limited to those authorized by Tennessce State Law. State statues authorize the Agency (o invest in
Treasury bonds, notes or bills 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 Authority 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 Ionger maturity is approved by the State Director of Local
Finance. Investments are recorded at fair value. The agency has not adopted a formal investment 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, agency policy is to fully collateralize bank deposits in excess of
Tederally insured amounts.

The investments in the General Fund represeiit 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
nanes,

NOTE 3: INTERFUND RECEIVABLE/PAYABLE ACCOUNTS

The amount owed to tire Agency Fund by the General 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

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financial statements,




NOTE 5: CAPITAL ASSETS

Governmental activities’ capital asset changes for the year ended June 30, 2011 were as follows:

Balance _ Balance
07/01/10 Additions Deletions 06/30/11
Capital assets not being depreciated:
Lénd ' $ 32614 8§ - 8 - 8 32,614
Other capital assets:
Furniture and equipment 1,831,401 314,705 (10,793) 2,135,311
Vehicles 6,140,381 1,789,732 (1,909,034) 6,021,079
Leasehold Improvements . 243,382 - - 243,382
Buildings 1,230,729 - - 1,230,729
Total other capital assets at cost 9,445,893 2,104,437 (1,919,827) 9,630,501
Less accumulated depreciation for:
Furniture and equipment {696,255) (294,698) 10,793 (980,160)
Vehicles (3,360,936) (987,129) 1,827,027 (2,521,038)
Leasehold Improvements (179,595) (9,450) (189,045)
Buildings . {196,224) (39,783 (236,007)
Total accumulated depreciation {4,433,010) {1,331,060) 1,837,820 (3,926,250)
Other capital assets, net 5,012,883 773,377 {82,007) 5,704,251
Total capilal assets $£5,045,497 $773,377 $(82,007) $5,736,865

Depreciation expense for the year ended June 30, 2011 was charged to programs/functions as follows:

Governmental activities:
Administration
Aging
Transportation
Workforce development
Housing and restoration
AIDS support
Corrections and probation
Child development
Family assistance
Mountain Valley
Total depreciation
governmental activities

Business-type activities:
Misdemeanor
Call center
HUD housing choice voucher
Total depreciation business-
type activities

Total Depreciation

. $ 36,296

13,075
1,164,867
30,070
20,233

0

26,134
7,443
1,700
4,020

1,303,838

4,633
14,977
7,613

27,223

$1,331,061




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 dollars 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 to
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 wnrestricted resources are depreciated on a straight-
line basis over estimated useful lives as prescribed by government depreciation tables, Donated capital assets are
recorded at estimated fair market value at the date of donation.

Assets Years
Buildings 39
Land improvements : 15
Furniture and equipment 7
Computer and telephone equipment 5
Vehicles 5

NOTE 6: CAPITAL LEASE AGREEMENTS

The following is an analysis of the property under capital lease:
Asset Balance

at June 30, 2011

ShoreTel phone system $102,453

The following is a schedule by years of future minimum lease payments under capital lease and the present value of the
net minimum lease payments as of June 30, 2011:

Yearending  June 30,2012 $23,950
2013 15,360
Total minimum lease payments 39,311
Less: Amount representing interest (4,080}
Present vatue of minimum lease payments 35231

NOTE 7: 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 occupancy lease payments of $876,646 in fiscal year 2011, The contingent lease
payments for these leases in fiscal year 2012 amount to $896,922,

The agency also leases various equipment, including copiers and printers, with operating leases. The agency incurred
equipment related lease payments of $148,621 in fiscal year 2011, The contingent lease payments for fiscal year 2012

amount io $148,650.




NOTE 8: LOANS

The agency has a Commercial Note, which is a renewal and/or amendment of the note extended as of June 30, 2005,
established with SunTrust Bank in the amount of $298,781 from March 19, 2011 until February 28, 2012, Interest
accrued on outstanding balances is the Prime Rate per annum, payable monthly. The note matures on Febiruary 28,
2012, In June 2011, a principal payment of $150,000 was made to reduce the outstanding balance to $148,781, This
note is used for short-term financing of operations due fo delays in requested funding.

The agency purchased a vehicle that was financed with a Commercial Loan Agreement in the amount of $26,533 dated
November 14, 2007. The lender is Y-12 Federal Credit Union. Interest will accrue on the unpaid principal balance at
the rate of 5.74%. The note is payable in 60 monthly payment of $509.78, with a maturity date of November 14, 2012,

The annual note payments are as follows:

Year ending Principal Interest
June 30, 2012 5,791 326
June 30, 2013 2,513 36

Total $ 8304 $ 362

NOTE 9: DEFERRED COMPENSATION PLAN

The agency offers its employees a tax deferred annuity plan. The plan is available to any full-time or part-time
employee who has worked for 1,000 hours or more.

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 statements.

‘The minimum amount that must be contributed to participate in the plan is 2.5 percent of the employee's gross
compensation or $6,25; whichever is greater, in each regular biweekly pay period. Employees may have as much of
their gross compensation deducted as they choose, up o the maximum allowed by the Internal Revenue Service. A
matching payment is made by the agency each payroll period. The agency will match at either 2.5 percent or 5 percent
of an employee's gross compensation, depending upon the employee's deduction percentage. Employees can request a
loan against their plan balances. Otherwise, the funds are not available to employees until termination, death, or
unforeseeable emergency.

NOTE 18: FUND BALANCE

Fund balance is reported in governmental funds under the following categories using definitions provided by GASB
Statement 54. 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 balance — inchides amounts that cannot be spent because they are either (a) not in spendable form
or (b} legally or contractually required to be maintained intact.

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

Restricted fund balance — includes amounts that can be spent only for the specific purposes stipulated by external
parties, constitutional provisions, or enabling legislation,




Commiitted 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 commifted fund balance amounts for FY11,

Assigned fund balance — includes amounts intended (o 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,

The balances shown reflect the amounts from service contracts, or similar, g1eater than the amounts required by the
grant contracts for match.

Unassigned fund balance — includes the residunal classification of the general fund and includes all spendable amounts
not contained in the other classifications.

Total
Human Resource Governmental
General Services Funds
Nonspendable:
Advances and deposits 21,387 92,775 114,162
Restricted for:
Mountain Valley ' 112,861 112,861
Loan 1,016,702 1,016,702
Character Counts 6,955 6,955
East Tennessee
Foundation Investment 5,000 5,000
Assigned to:
Aging 176,228 176,228
Transportation ' 828,825 828,825
Workforce development 350,925 350,925
Housing and restoration 34,406 34,406
Unassigned 522,958 {279,960) 242,998
Total fund balances 556,300 2,332,762 2,889,062

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 fo 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 our policy that committed amounts would be reduced first, followed by assigned amounts and then

unassigned amouints.

NOTE 11: CONTINGENCIES

Sick Leave

The agency records the cost of sick leave when paid. Since sick leave (earned one day per month with a maximum of
60 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 leave. The amount of unused sick leave was $839,063 at June 30, 2011.




Litigation

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

NOTE 12: RISK MANAGEMENT

The agency participates in the Tennessee Municipal League (TML) Risk Management Pool for the following risks of
loss: commercial general liability; bedily injury, property damage, physical damage, and personal injury liability for
vehicle operation; and worker's compensation and employer's liability. 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. Settled
claims resulting from these risks have not exceeded coverage in any of the past three fiscal years.

The agency carries commercial insurance for the foflowing risks of loss; employee dishonesty; theft of, damage to, or
destruction of real and personal property; personal injury or property damage; 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 obligation under the basic health insurance policy is limited to $366 and $823 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 13: GRANTS

The agency receives the majority of its revenues from federal, state and local government grants which require the
tulfillment 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.
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East Tennessee Human Resource Agency, Inc.
Schedule of Grant and Program Expense
For the Year Ended June 30, 2011

Total
Human Resource Governmental
General Services Funds

Participant expenses $ $ 12,910,029 $ 12,910,029
Subcontractors 6,460,690 6,460,690
Vehicle operations 7,713 1,283,339 1,291,052
Dues and registrations 8,514 20,980 29,494
Medical-drug screens 1,125 24,890 ‘ 26,015
Advertising 303 8,570 8,873
Meetings 4,589 4,589
Other 323 323
Total Grant and Program Expenses $ 17,655 % 20,713,410 § 20,731,065

See accompanying notes to the financial statements




East Tennessee Human Resource Agency, Inc.

Schedule of Changes in Net Assets
Fiduciary Funds

For the Year Ended June 30, 2011

ADDITIONS
Client assets transferred
Retirement/disability income
Gain on sale of property
Other income
Tax refunds/stimulus payments
Tnterest income
Insurance refunds
Total additions

DEDUCTIONS
Nursing home/residential care
Legal
Living expenses
Burial expenses
Medical and dental
Fees transfer
Taxes
Insurance
Loan payments
Other expenses
Distributions to beneficiaries
Total deductions

Net decrease in net assets
Net assets - beginning of year

Net assets - end of year

Public Guardian

SSI Payee

838,185
315,401
151,775
11,816
2,610
1,368

738

1,321,155

738

535,084
124,281
55,132
38,621
22,039
19,434
13,825
6,143
1,059
10,140
751,408

48,244

1,577,166

48,244

(256,011)

7,311,807

(47,506)

47,506

7,055,796 §

See accompanying notes to the financial statements




East Tennessee Human Resource Agency, Inc.
Schedule of Agency Funds

June 30, 2011
Agency Funds

ASSETS
Cash and cash equivalents $ 16,221
Due from other funds 29,190

Total assets $ 45411
LIABILITIES
Accrued expenses $ 29,190
Employee volunteer 16,221

Total liabilities $ 45 411

See accompanying notes to the financial statements




East Tennessee Human Resource Agency, Inc,
Statement of Changes in Agency Funds
For the Year Ended June 30, 2011

Agency Funds
ADDITIONS
Contributions from employees ' $ 1,922
Old outstanding checks 52,459
Total additions $ 54,381
DEDUCTIONS
Payments for memorials $ 1,292
Payments to State for escheatable funds 41,751
Old outstanding checks - voided 43,945
Total deductions $ 86,988

See accompanying notes to the financial statements
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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, 2011

CFDA
Federal/Pass-through Agency/Program Title Number
1. 8. Department of Agriculture:
Passed through Tennessee Department of Agriculture:
Emergency Food Assistance Program (Administration) _ ARRA 10.568 34,769
Passed through Tennessee Department of Human Services:
Child and Adult Care Food Program 10.558 693,118
Summer Food Service Program for Children 10.559 635,645
1,363,532
1.8, Department of Housing and Urban Development:
Section 8 Rental Voucher Program 14871 3,740,202
Passed through Tennessee Department of Health:
Housing Opportunities for Persons with Aids 14.241 271,619
4,011,821
U.S. Department of Labor:
Passed through Tennessee Commission on Aging:
Passed through Tennessee Department of Labor and Workforce Development
Employment Service 17.207 295,443
Career Centers-Pass Thru 17.235 35,208
Senior Community Service Employment-State 17.235 483,909
Senior Community Service Employment-SSAT 17.235 1,410,509
Workforce Investment Act Adult Program 17.258 1,376,646
Workforce Investment Act Adult Program ARRA 17.258 347318
Workforce Investment Act Youth Activities 17.259 1,331,529
Workforce Investment Act Youth Activities ARRA 17.259 334,946
Workforce Investment Act Dislocated Workers - 17.260 244,421
Waorkforce Investment Act Dislocated Workers ARRA 17.260 763,802
Workforce Investment Act Tncumbent Worker 17.267 20,000
Workforce Investment Act Dislocated Worker Formula 17.278 1,141,985
7,785,716
U.S. Department of Transportation:
Passed through Tennessee Department of Transportation:
Federal Transit_Capital Investent Grants 20.500 1,558,044
Formula Grants for Other Than Urbanized Areas 20,509 3,146,951
Formula Grants for Other Than Urbanized Areas ARRA 20.509 255,860
Job Access_Reverse Commute 20.516 128,113
5,088,968
U.S. Department of Energy:
Weatherization Assistance for Low-income Persons
Weatherization Assistance for Low-income Persons 81.042 201,952
Weatherization Assistance for Low-income Persons ARRA 81.042 5,218,889
5,420,841

U.S. Department of Education Office of Vocational and Adult Education
Passed through Tennessee Department of Labor and Workforce Development 106,538
Career Centers - Adult Education 84.002 106,538




East Tennessce Human Resource Agency, Inc.
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2011

S CFDA
Federal/Pass-through Agency/Program Title : Number
Department of Homeland Security
Emergency Food and Shelter National Board Program 97.024 15,945
15,945
U.S. Department of Health and Human Services:
Passed through Tennessee Commission on Aging:
Special Programs for the Aging, Title VII, Chapter 3 93.041 13,101
Special Programs for the Aging, Title VII, Chapter 2 93.042 63,696
Special Programs for the Aging, Title III, Part D 93.043 90,404
Special Programs for the Aging, Title III, Part B 93.044 1,168,594
Special Programs for the Aging, Title II1, Part C 93.045 2,370,272
Special Programs for the Aging, Title IV and Title ITI 93.048 8,200
Alzheimer's Disease Demonstration Grants 93.051 4,670
National Caregiver Support, Title III, Part E 93.052 549,870
Nutritional Services Incentive Program ) 93.053 407,503
Chronic Disease Management Program 93.725 63,648
Aging Home-Delivered Nutrition Services for States ARRA 93.705 43,545
Aging Congregate Nutrition Services for States ARRA 93.707 94,390
' 4,877,893
Passed through Tennessee Department of Human Services:
Temporary Assistance for Needy Families ARRA 93.558 473,581
Low Income Heating and Energy Assistance Program 93.568 3,497,552
Community Services Block Grant 93.569 374,722
Social Services Block Grant ' 93.667 374,170
Community Services Block Grant ARRA 93.710 73,235
Emergency Contingency Fund for Temporary Assistance for Needy Familes ARRA 93.714 18,508
4,811,788
Passed through Tennessee Depariment of Health:
HIV Care Formula Grants - Consortia Services 93,917 508,551
HIV Prevention Activities 93.940 153,036
661,587
Centers for Medicare and Medicaid Services:
Passed through Tennessee Commission on Aging:
Centers for Medicare and Medicaid Services Research, Demonstrations and Evaluations 93.779 112,054
AOA - Medicaid Savings Program 93.779 86,464
PPACA /MIPPA 93.779 66,699
265,217
Passed through TennCare
Medical Assistance Program : 93.778 770,288
State and Locat Grants:
Child Protective Services N/A 14,561
Community Corrections N/A. 1,530,969
Community Intervention Services N/A 144,958
Home Delivered Meals (Medicaid Waiver) ' N/A 3,460

Homemaker (Medicaid Waiver) N/A 307




East Tennessee Human Resource Agency, Ine.
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2011

CFDA
Federal/Pass-through Agency/Program Title Number

Senior Centers N/A
State Guardianship N/A
State Homemaker N/A
State Nulrition N/A
State Aging - Options N/A
Lakeway Transit N/A
Oak Ridge Transit N/A
LaFolletlee Medical Foundation N/A
VSHIP N/A

N/A

Workforce Investment Act (work keys)

CFDA = Catalog of Federal Domestic Assistance

N/A = Not Applicable
(1) Presented in conformity with Generally Accepted Accounting Principles

231,378
113,400
69,200
175,340
1,746,101
341,487
157,199
21,800
46,452
29,965

4,626,575

39,806,708




East Tennessee Human Resource Agency, Inc.

Schedule of Findings and Questioned Costs
Year Ended June 30, 2011

Section 1 - Summary of Auditor Results

Financial Statements

Types of auditor’s report issued
Internal control over financial reporting:
Material weaknesses identified
Significant deficiencies identified not considered to be
material weaknesses

Noncompliance material to financial statements noted:

Federal Awards

Internal control over major programs:
Material weaknesses identified?
Significant deficiencies identified not considered to be

material weaknesses

43

Unqualified
no
none reported

no

no

None reporied

Types of auditor's report Issuad on compliance for major programs unqualified
Threshold for major federal program $1,055,403
Any audit findings disclosed that are required to be reported in
accordance with Circular A-133 Section .510(a)? no
Identification of Major Programs:
CFDA Number Name of Federal Program or Ciuster
14.241 Housing Assistance Payments
17.258 Workforce Investment Act Adult Program
14.871 Section 8 Rental Voucher Program
17.259 Workforce Investment Act Youth Activities
17.235 Title V SCSEP
20.500 Section 5309 Discretionary Capital
20.509 Section 5311 Rural Transportation
81.042 Weatherization Assistance
93.044 Special Programs for Aging Tille {il Part B
93.045 Special Programs for Aging Title Il Part C

93.568

Low-Income Energy Assistance Program




East Tennessee Human Resource Agency, Inc.

Schedule of Findings and Questioned Costs
Year Ended June 30, 2011

Dollar threshold used to distinguish belween Type A and
Type B programs

Auditee gualified as low-risk auditee?
Section Il - Financial Statement Findings
No matters were reported.

Section Hl — Federal Award Findings and Questioned Costs

No matters were reported.

$1,055,403
No

44




CRAINE, THOMPSON, & JONES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
225 WEST FIRST NORTH STREET
P.O. Box 1779
SUITE 300, MILLENNIUM SQUARE
MORRISTOWN, TENNESSEE 37816-1779
423-586-7680

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, Inc.

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund tnform tion of East Tennessee Human Resource Agency,
‘Inc. {ETHRA) as of and for the year endgd June;B 2011 “Which collectively comprise ETHRA’s basic
financial statements and have issued ou report ther dated December 1, 2011. We conducted our audit
in accordance with auditing standard : he United States of America and the
standards applicable to financial audi nf Auditing Standards, issued by the

Comptroller General of the United State

internal Control Over Financial Reportin

In planning and performing our audit, we considered ETFHRA’S Internal control over financial reparting as a
basis for designing our auditing procedures for the purpose 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 over financial reporting. Accordingly, we do not express an opinion on the effectiveness of

ETHRA's internal control over financial reporting.

A deficiency in internal confrol 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.

Our consideration of internal control over financial reporting 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
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies. in internal control over financial reporting that we consider to be materiai

weaknesses, as defined abovs.,

THOMAS M. JONES, CPA

JAMES W. CRAINE, CPA
HIRAM H. JONES, CPA

GLENN B, THOMPSON, CPA, CFP, PFS
MIRA J. CRAINE, CPA




Board of Directors
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether ETHRA's financial statements are free of
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.

This report is intended solely for the information and use of the audit committee, management, board of
directors, and federal awarding agencies and pass-through entities and is not intended to be and should

not be used by anyone other than these specified parties.

W,@AE_?\‘/W vj}rz\&qﬂ “

Morristown, Tennessee
December 1, 2011




CRAINE, THOMPSON, & JONES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
226 WEST FIRST NORTH STREET
P.O. Box 1779
SUITE 300, MILLENNIUM SQUARE
MORRISTOWN, TENNESSEE 37816-1779
423-586-76850

INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors
East Tennessee Human Resource Agency, Inc.

Compliance

& (ETHRA) compliance with the types of
ympliance Supplement that could have a

We have audited East Tennessee Humqn jesource ency,
compliance requirements described in the:OMB’ CrrcularA 13
direct and material effect on each of E /
ETHRA'S major federal programs ar
accompanymg schedule of findings and; {

ETHRA's management Our responsibility '|s to express an\opimbn on ETHRA'’s compliance based on our
audit.

-We conducted our audit of compliance in accordance with auditing standards; the standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Audiling Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Those standards and
OMB Circular A-133 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. Our audit doas not provide a legal determination on ETHRA's compliance

with those requirements.

In our opinion, ETHRA complied, in all material respects, with the 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,

2011.

THOMAS M. JONES, CPA

JAMES W, CRAINE, CPA
HIrRAM H., JONES, CFA

GLENN B, THOMPSON, CPA, CFP, PFS
MIRA J, CRAINE, CPA




Board of Directors
Page 2

Internal Control over Compliance

Management of ETHRA is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable fo federal
programs. In planning and performing our audit, we considered ETHRA's internal control over compliance
with the requirements that could have a direct and material effect on a major federal program to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpese 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.

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 deficiencies, significant deficiencies, or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as

defined above. '
This report is intended for the information and use of the audit committee, management, Board of

Directors, and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

W\%WW)& ,

Morristown, Tennessee
December 1, 2011




