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READING HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
June 30, 2016

As management of the Reading Housing Authority (the Authority), we offer readers of the
Authority’s financial statements this narrative overview and analysis of the financial activities of
the Authority for the fiscal year ended June 30, 2016. We encourage readers to consider the
information presented here in conjunction with the Authority’s financial statements, which begin
on page 1.

Financial Highlights

e The assets of the Authority exceed its liabilities at the close of the most recent fiscal year
by $1,105,850 (Net Position).

e The Net Position of the Authority consisted of Net Investment in Capital Assets in the
amount of $1,072,588; Restricted Net Position in the amount of $16,204 and Unrestricted
Net Position in the amount of $17,058.

e Restricted Net Assets in the amount of $16,204 is attributable to restricted reserves in the
State Consolidated Program 400-1,

e The Authority’s cash and investments at June 30, 2015 was $594,827 representing a
decrease of $254,600 from June 30, 2015. At June 30, 2016, $1,156 of the cash balance
is restricted for tenant security deposits.

e The Authority’s capital outlays for the year were $322,231.

OVERVIEW OF THY READING HOUSING AUTHORITY

The Authority is a separately established corporate body organized under Massachusetts General Law.
The Authority was established to provide safe, decent and sanitary housing to low income persons
residing in Reading, Massachusetts. The Authority's governing body is a Board of Commissioners.

The Authority owns and manages 115 residential housing units that are leased to low income individuals
as defined by the Massachusetts Department of Housing and Community Development (DHCD). The
Authority administers 125 vouchers under housing assistance programs funded by the US Department of
Housing and Urban Development (HUD) Under this program the Authority subsidizes rents for low
income individuals who rent dwelling units in the private housing market.

The Authority is also eligible to receive grants or subsidies from DHCD to fund operating deficits of
rental units that are owned by the Authority and constructed with Massachusetts grants or loans.

The Authority currently has a staff of one full-time, two part-time administrative personnel and two full-
time maintenance personnel.



READING HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
June 30, 2016

Overview of the Financial Statements

The Authority’s financial statements consist of two parts: 1) management discussion and analysis
which is intended to serve as an introduction to the Authority’s basic financial statements, and 2)
the Authority’s basic financial statements which are comprised of two components: 1)
Government-wide financial statements, and 2) notes to the financial statements. This report also
contains the schedule of expenditures of federal awards as supplementary information in addition
to the basic financial statements themselves.

The Authority is considered by accounting principles generally accepted in the United States of
America (GAAP) to be a special purpose government accounted for as enterprise funds. Its
charted purpose is the housing of low and moderate income families and elderly individuals. All
of the activities, programs and grants administered by the Authority are focused for that purpose.

As a single purpose enterprise fund government, the Authority is permitted to issue combined
entity level and fund level financial statements. These statements report financial information for
each of the Authority’s funds and a combined total of all funds that represents the Authority wide
financial position.

The government-wide financial statements are designed to provide readers with a broad
overview of the Authority’s finances, in a manner similar to a private-sector business. The
following is a brief description of each financial statement.

Statement of Net Position

e The statement of net position is prepared using the accrual basis of accounting and
provides information relating to all financial and capital resources for the Authority as of
the reporting date as well as all other related debts and other liabilities. The statement of
net position is presented in a format where assets minus liabilities equal net position.
Assets and liabilities are presented in order of liquidity, and are classified as “Current”
(those which are reasonably expected to be realized in cash or sold or consumed during
the normal operating cycle of the business), and “Non-current”.

o Net Position (formerly net assets) represent the cumulative effect of revenues and
expenses. It is also the difference between assets and liabilities. Net Position is reported
in three broad categories:

Unrestricted Net Position is designed to represent the net available liquid (non-capital)
assets, net of liabilities, for the entire Authority.

Net Invested in Capital Assets consists of all Capital Assets, reduced by the outstanding
balances of any bonds, mortgages, notes or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.
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Restricted Net Position consist of restricted assets, when constraints are placed on the
asset by creditors (such as debt covenants), grantors, contributors, laws, regulations, etc.

Statement of Revenue, Expenses and Changes in Fund Net Position

e This statement is similar to an Income Statement. This Statement includes operating
revenues, such as rental income, operating expenses, such as administrative, utilities, and
maintenance, and depreciation. This statement also includes non-operating revenue and
expenses, such as grant revenue, investment income and interest expenses and capital
contributions and operating transfers.

@ The Focus of this Statement of Revenue, Expenses and Changes in Fund Net Position is
the “Change in Net Position”, which is similar to Net Income or Loss.

Statement of Cash Flows

The statement of cash flows shows the sources and amounts from which the Authority received
cash such as income from tenants, income from grants, loans etc. and the items and amounts for
which cash was used such as payments to vendors and contractors, payments to employees,
repayment of loans etc. The statement is divided into four major sections, operating activities,
non-capital financing activities, capital and related financing activities and investing activities.
The statement functions down to the net increase or decrease in the Authority’s cash accounts for
the reporting period.

The Authority’s Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Authority, like other state and local
governments, uses fund accounting to endure and demonstrate compliance with finance-related
legal requirements.

Business Type Funds — The Authority maintains a business type fund also called enterprise fund. The
programs supporting this fund are as follows:

Section 8 Housing Choice Voucher Program - IHUD provides grants to the Authority to
subsidize rents paid by low income families and individuals who rent dwelling units from private
landlords. Under this program qualified applicants are issued vouchers which may be used by
the applicant to obtain housing in the private rental market. The Authority will subsidize the
landlord for the difference between the rent requested and the tenant's share of rent not to exceed
a predetermined payment standard.
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State and Local Programs — The Authority operates the following state and local programs:

State Consolidated Housing and State Chapter 705 Housing — Undetr these programs the
Authority owns, operates and maintains rental housing acquired with grants from Massachusetts
Department of Housing & Community Development (DHCD). Dwelling units are Ieased to low
income tenants at rates based on their ability to pay. Operations are supported by operating
incoime.

State Chapter 689 Housing — Under this program the Authority owns operates and maintains
rental housing acquired with grants from DHCD. The building is generally rented to a non-profit
corporation who provides health and human resource needs to mentally disabled individuals.

State Modernization Program — DHCD provides grant funds to authorities with State
Consolidated units based on the Authority’s application and determination of need. The funds are
predominantly used to make physical improvements to buildings and dwelling units owned by the
Authority under the State Consolidated Housing Program.

Local Program — Consist of 17 family dwelling condominiums owned and operated by the
Authority.



READING HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS

June 30, 2016
Authority-Wide Statements
Statement of Net Position
FY 2016 FY 2815 Change % Change
Assets
Cash $ 594,827 $ 849,427 8§ (254,600) -30%
Receivables 5,100 5,331 (231) -4%
Other current assets 31,882 17,424 14,458 83%
Total Current Assets 631,809 872,182 (240,373) -28%
Total fixed assets net of depreciation 1,412,749 1,177,282 235,467 20%
Deferred outflows of resources 124,167 - § 124,167 0%
Total Assets $2,168,725 $2,049,464 $ 119,261 6%
Liabilities
Current liabilities $ 59266 § 50916 $ 8330 16%
Non-current liabilities 980,944 854,339 126,605 15%
Total Liabilities 1,040,210 905,255 134,955 15%
Deferred inflows of resources 22,665 - % 22,665 0%
Net Position

Investments in capital assets, net of related debt 1,072,588 814,315 258,273 32%
Restricted net position 16,204 18,772 (2,568) -14%
Unrestricted net position 17,058 311,122 (294,064) -95%
Total Net Position 1,105,850 1,144,209 (38,359) -3%
Total Liabilities & Net Position $2,168,725 $2,049 464 $ 119261 6%

Narrative of Material Changes on the Statements of Net Assets

Cash decreased of $254,600 is mainly due to the purchase of 504 Gazebo in the amount of
$218,980. The balance attributable to funding the current year deficit of $38,359.

Total Liabilities increase is mainly attributable to the increase of accrued pension (GASB 68)
and OPEB (GASB 45) for the year June 30, 2016 in the amount of $150,356, increase current
liabilities of $8,350, a decrease of $1,395 in accrued compensated absences (LT), and annual
debt service reduction of $22,356.

The decrease in Unrestricted net position is attributable to the use of operating reserves to
purchase 504 Gazebo in the amount of $218,980 reported in RHA Owned Local Program

The net decrease in Total Net Position is attributable to the current year’s net deficit of $38,359.
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Statement of Revenues, Expenses and Changes in Net Position

FY 2016 ¥y 2015 Change % Change
Revenues
PHA HUD contributions 51,352,935 §1,115786 § 237.149 21%
Net tenant rental revenue 751,303 726,601 24,702 3%
Other revenue 6,958 15,322 (8,364) -55%
Other government grants - DHCD 54,128 87,418 (33,290) -38%
Total operating income 2,165,324 1,945,127 220,197 11%
Operating Expenses
Housing assistance payments 1,216,531 1,061,278 155,253 15%
Maintenance 324,512 282,546 41,966 15%
Administration 330,100 345,276 (15,176) -4%
Utilities 152,307 145,843 6,464 4%
Extraordinary maintenance 14,952 19,054 (4,102) -22%
Depreciation expense 86,764 84,580 2,184 3%
Insurance 41,239 38,533 2,706 7%
General 20,881 16,612 4,269 26%
Tenant services _ 1,835 1,399 436 31%
Total operating expenses 2,189,121 1,995,121 194,000 10%
Operating loss {23,797) {49,994) 26,197 -52%
Non-Operating Revenues & (Expenses)

Gain on sale ofassets - 76,654 (76,654) -100%
Interest - unrestricted 791 834 (43) -5%
Interest expense {15,353) {16,045 692 -4%
Total non-operating revenues & expenses {14,562) 61,443 (76,005) -124%
Change in net position (38,359) 11,449 (49,808) ~435%
Net position, begiming 1,144,209 1,349,995 (205,786) -15%
Prior period adjustments - {(217,235) 217,235 0%
Net position, ending $1,105850 $ 1144209 § (38,359) -3%

Narrative of Material Changes on the Statement of Revenues, Expenses and Change in Net
Assets

The decrease in net position is aftributable to expenses of $2,204,474 exceeding revenues of
$2,166,115 by $38,359.
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Housing Assistance Payments — There was an increase of §155,253 mainly due to an increase of
vouchers issued from an average of 115 in FY 2015 to an average of 121 in FY 2016, along with
a modest increase in market rents. ‘

Maintenance Expense — The increase in maintenance expense is due to unexpected maintenance
issues experienced during the current year necessary to maintain the 115 dwelling units.

Administrative — The decrease in administrative expense is attributable to continued reduction in
administrative staff commencing back in January, 2015.

ECONOMIC FACTORS AFFECTING NEXT YEAR’S BUDGET

The following factors were considered in preparing the Authority’s budget for the 2017 fiscal
year, '
e Administrative Fee Subsidies for the Housing Choice Voucher Program will continued to
be funded at 84% (variable) of the posted rate of $117.91 per unit month leased.
e Local inflationary, recessionary and employment trends, which affect resident incomes
and therefore the calculated amounts of rental income.
e Labor and Industries dictates rates based on current rates in the local construction
industry, which can affect maintenance wage rates.
o Costs of utilities, and building materials and supplies will continue to rise.
e Costs of Employer Health Insurance, Employer Retirement Contributions, Worker’s
Compensation, Fire, Liability, and Property Insurance too will continue to rise.

Financial Contact

The financial report is designed to provide a general overview of the Authority’s finances for all those
with an interest. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Teresa Ewald, CPA, of Fenton, Ewald &
Associates, P.C., fee accountants of the Reading Housing Authority, 280 Hillside Avenue,
Needham, MA 02494, or call (781) 444-6630.



Ross & Company
Certified Public Accountant
397 South Main Street
Nashua, New Hampshire 03060
978-337-2846

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners
Reading Housing Authority
Reading, Massachusetts

We have audited the accompanying financial statements of the Reading Housing Authority, as of and for
the year ended June 30, 2016, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Reading Housing Authority's 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 fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Reading Housing Authority, as of June 30, 2016, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

-1-



Other Matters

In accordance with Government Auditing Standards, we have also issued our report dated October 8,
2016, on our consideration of Reading Housing Authority’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal confrol over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Accounting principles generally accepted in the United States of America require that Management's
Discussion and Analysis be presented to supplement the basis 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 principally 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
evidence sufficient to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Reading Housing Authority's basic financial statements, The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required
by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards, as well as the Financial Data Schedule,
Combining statement of net position, the Combining statement of revenues, expenses and changes in
net position. Such information is the responsibility of management and was derived from and relates
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 to the financial statements as a whole.

Ot

Ross & Company
Nashua, New Hampshire
October 8, 2016
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Reading Housing Authority
Statement of Net Position

June 30, 2016
Assets
Current assets:
Cash:
Cash - unrestricted $ 593,671
Cash - tenant security deposits 1,156
Total cash 594,827
Receivables:
Accounts receivable - HUD other projects 4,596
Accounts receivable - tenants dwelling rents 2,686
Accounts receivable - miscellaneous _ 501
Allowance for doubtful accounts - tenants dwelling rents (2,683)
Total receivables 5,100
Prepaid expenses 31,882
Total current assets 631,809
Property, plant and equipment
Building 4,492,064
Furniture, equipment & machinery 140,062
Construction in progress 52,467
Land 13,767
Less - accumulated depreciation (3,285,611)
Property, plant and equipment, net - 1,412,749
Deferred outflows of resources 124,167
Total assets $ 2,168,725

See auditor's report and notes to financial statements.
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Reading Housing Authority
Statement of Net Position
June 30, 2016

Liabilities and net position

Current liabilities:
Current portion of long term debt
Accounts payable
Accrued compensated absences
Accrued liabilities - wages/payroll taxes
Unearned revenue
Tenant pet deposits

Total current liabilities:

Non-current liabilities:
Accrued pension and OPEB liabilities
Long-term debt, net of current portion
Accrued compensated absences

Total non-current liabilities

Total liabilities

Deferred inflows of resources

Net position
Invested in capital assets, net of related debt
Unrestricted net position
Restricted net position

Total net position

Total liabilities and net position

See auditor's report and notes to financial statements.

$ 22,800
15,406
10,378

3,947
3,579
1,156

59,266

632,449
317,361
31,134

980,944

1,040,210

22,665

1,072,588
17,058
16,204

1,105,850

$ 2,168,725
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Reading Housing Authority
Statement of Revenues, Expenses and
Changes in Net Position
For The Year Ended June 30, 2016

Operating income:

HUD/PHA contributions $ 1,352,935
Rental income 751,303
Other government grants 54,128
Other income 5,686
Fraud recovery 1,272
Total operating income 2,165,324
Operating expenses:
Housing assistance payments 1,216,531
Administration 330,100
Maintenance 324,512
Utilities 152,307
Depreciation expense 86,764
Insurance 41,239
General 20,881
Extraordinary maintenance 14,952
Tenant services 1,835
Total operating expenses 2,189,121
Operating loss (23,797)
Non-operating revenues (expenses):
Interest - unrestricted 791
Interest expense (15,353)
Total non-operating revenue - net - (14,562)
Change in net position (38,359)
Net position, beginning 1,144,209
~ Net position, ending $ 1,105,850

See auditor’s report and notes to financial statements.
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Reading Housing Authority
Statement of Cash Flows

For The Year Ended June 30, 2016

Cash flows from operating activities

Operating grants from HUD & other governments $ 1,407,633
Receipts from tenants 755,634
Ofther operating receipts 5,185
Payments to employees (386,853)
Payments to vendors (460,069)
Payments to landlords (1,216,531)
Net cash provided by operating activities 104,999

Cash flows from capital and related financing activities:

Interest expense (15,353)
Principal note payments (22,806)
Purchase of property, plant and equipment (322,231)

Net cash used by capital and related financing activities (360,390)

Cash flows from investing activities:

Interest received 791
Net cash provided by investing activities 791

Net decrease in cash (254,600)
Cash, beginning of year 849,427
Cash, end of year $ 594,827

Reconciliation of operating loss to net cash provided by operations:

Operating loss $ (23,797)
Adjustrnents to reconcile operating loss to
net cash provided by operating activities:

Depreciation 86,764
Changes in:
Accounts payable and accrued expenses 154,230
Unearned revenue 3,531
Accounts receivable 231
Prepaid expenses and other assets (14.458)
Deferred assets - net (101,502)
Cash flows provided by operating activities $ 104,999

See auditor's report and notes to financial statements.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Reading Housing Authority is authorized by and operates under the provisions of Chapter 121B of
the Massachusetts General Laws, as amended, which is known as the Housing and Urban Renewal Law.
The Reading Housing Authority is governed by a five-member Board of Commissioners as follows:

Kevin F. Mulvey, Chairperson

Diane L. Cohen,Vice Chairperson
Richard Robbins, Treasurer

Madeline J, Hodgdon, Assistant Treasurer
Timothy J. Kelley, Member

The Executive Director, Linda Whyte, was responsible for the daily administration of the Authority in
fiscal year 2016. Reading Housing Authority currently administers the following housing programs:

Federal Section 8 Housing Choice Voucher Program 125 units
State-Aided Housing Program 400 90 units
State-Aided Special Needs Housing Program 689 8 units
Business Activities 16 units

GASB statement 14 establishes the criteria for examining the governmental reporting entity and its
component units that should be included within the reporting entry. Under the provisions of that
statement, the housing authority is considered a primary government, since it is a special purpose
government that has a separate governing body, is legally separate and is fiscally independent of other
state and local government entities. Independent means that the housing authority may, without approval
of another government entity determine and modify its own budget, levy its own charges and issue
bonded debt. The Authority is not a component unit of any other entity.

In determining how to define the reporting entity, management has considered all potential component
units by applying the criteria set forth in Section 2100 and 2600 of the Codification of Government
Accounting Standards Board and Financial Accounting Standards Board and Statement Number 14 of
the Government Accounting Standards Board, Financial Reporting Entity,

Financial Accountability — The Authority is responsible for its own debts, does not impose a financial
burden on any other agency and is entitled to all surpluses. No separate agency receives a financial
benefit nor imposes a financial burden on the Authority,

Appointment of a Voting Majority — The Authority is governed by a Board of Commissioners Council
The Board of Commissioners has decision making authority and the power to designate management.
The Authority’s Board elects its own chairperson.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Imposition of Will - The Town has no influence over management, budget, or policies of the Authority.
The Authority’s Board of Commissioners has the responsibility to significantly influence the Authority’s
operations. This includes, but is not limited to, adoption of the budget, personnel management, sole title
to, and residual interests in all assets (including facilities and properties), signing contracts, issuing
bonds, and deciding which programs are to be provided.

On the basis of the application of these criteria, the Authority is a legally separate entity that is fiscally
independent of other government, and there are no other governments, and there are no other entities
that are to be reported as component units of the Authority nor for the Authority to be included in the
Town of Reading’s financial reports therefore, the Authority reports independently

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

Governmenit-wide and fund financial statements

The Authority’s financial statements are reported in accordance with GASB Statement 34 and GASB
Statement 63. Under these statements the basic financial statements are to be prepared using the
economic resources measurement focus and the accrual basis of accounting and require the presentation
of a Statement of Position, a Statement of Revenues, Expenses and Changes in Net Position, and a
Statement of Cash Flows. GASB 34 requires the Authority to include Management Discussion and
Analysis as part of the required supplementary information. GASB 63 requires the Authority to report
deferred outflows of resources, deferred inflows of resources, and net position in a statement of financial
position and related disclosutes.

The Authority’s primary source of non-exchange revenue relates to grants and subsidies. Grants and
subsidies revenue is recognized at the time eligible program expenditures occur and/or the Authority has
complied with the grant and subsidy requirements, in accordance with GASB Statement 33. Grants
received in advance of expenditures are recorded as a liability until earned.

In accordance with GASB Statement 20, the Authority applies all applicable GASB pronouncements as
well as FASB Statements and Interpretations, APB Opinions, and ARB’s issued on or before November
30, 1989, unless those pronouncements conflict with or contradicts guidance of the Governmental
Accounting Standards Board.

During 2015, the Authority adopted GASB 68, Accounting and Financial Reporting for Pensions. GASB
68 establishes financial reporting standards for state and local governmental pension plans, defined
benefit pension plans and defined contribution pension plans that are administered through trusts or
equivalent arrangements. :

The requirements of GASB 68 apply to the financial statements of all state and local governmental
employers whose employees (or volunteers that provide services to state and local governments) are
provided with pensions through pension plans that are administered through trusts that meet certain
criteria and to the financial statements of state and local governmental non-employer contributing entities
that have a legal obligation to make contributions directly to such pension plans. The requirements apply
whether the government’s financial statements are presented in stand-alone financial reports or are
included in the financial reports of another government.



9.

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

(GASB 68 establishes standards for measuring and recogpizing liabilities, deferred outflows of resources,
and deferred inflows of resources, and expense/expenditures. For defined pension plans, GASB 68
identifies the methods and assumptions that should be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present value to periods of
employer service. Note disclosure and required supplementary information requirements about pensions
are also addressed.

GASB 68 replaces the requirements of GASB 27, Accounting for Pensions by State and Local
Governmental Employers, and GASB 50, Pension Disclosures, as they relate to pensions that are
provided through pension plans administered as trusts or equivalent arrangements that meet certain
criteria, The requirements of GASB 27 and 50 remain applicable for pensions that are not covered by the
scope of this Statement. See Note 11 for more detail on the implementation and impact of this standard.

Also during 2015, the Authority adopted GASB 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date — An amendment of GASB 68. GASB 68 requires a state or local
government employer (or non-employer contributing entity in a special funding situation) to recognize a
net pension liability measured as of a date (the measurement date) no earlier than the end of its prior
fiscal vear. If a state or local government employer or non-employer contributing entity makes a
contribution to a defined benefit pension plan between the measurement date of the reported net pension
liability and the end of the government’s reporting period, GASB 68 requires that the government
recognize its contribution as a deferred outflow of resources. In addition, GASB 68 requires recognition
of deferred outflows of resources and deferred inflows of resources for changes in the net pension liability
of a state or local government employer or non-employer contributing entity that arise from other types of
events, At transition to GASB 68, if it is not practical for an employer or non-employer contributing
entity to determine the amounts of all deferred outflows of resources and deferred inflows of resources
related to pensions, paragraph 137 of GASB 68 required that beginning balances for deferred outflows of
resources and deferred inflows of resources not be reported.

CASH AND INVESTMENTS

Cash

The Authority’s cash is considered to be cash on hand and demand deposits.

Investments

The Authority may invest, as directed by policies established by the Authority’s board of directors, as
directed by the U.S. Department of Housing and Urban Development, in interest-bearing deposit
accounts, certificates of deposit, U. S. Government obligations, or obligations that are secured by the U.

S. Government, equity investments, and commercial paper rated Al /PI or higher by Moody's and
Standard and Poors.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RECEIVABLES

Accounts receivable from tenants are carried at the original amount billed less an estimate made for
doubtful accounts based on a review of all outstanding amounts on a monthly basis. Management
determines the allowance for doubtful accounts by identifying troubled accounts and by using historical
experience applied to an aging of accounts receivable. Tenant balances are written off with board
approval when deemed uncollectible. Recoveries of accounts receivable previously written off are
recorded when received. Allowances for other non tenant receivables are reviewed annually during
financial statement preparation.

PREPAID EXPENSES

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

OPERATING REVENUE AND EXPENSES

GASB 34 paragraph 102 requires governments to establish a policy that defines operating revenues and
expenses. The Authority uses the criteria prescribed in GASB 9 paragraph 17 and 18 for cash flows to
determine operating revenues and expenses. Operating revenue includes rental income, management
services provided and all other revenue relating to the provision of safe, decent and affordable housing.

BUDGETS

Formal budgetary integration is not employed because effective budgetary control is alternatively
achieved through the award agreements. Accordingly, a statement of revenues, expenditures and
changes in fund balance comparing budget and actual amounts is not presented in the accompanying
financial statements or as required supplementary information.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

CAPITAL ASSETS

Capital assets which include, property, plant, and equipment are reported in the government-wide
financial statements. The Authority defines capital assets as assets with an initial, individual cost of
more than $500 and an estimated useful life in excess of one year. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are capitalized
and projects under construction are reported as construction in progress.

Property, plant, and equipment of the Authority is depreciated using the straight line method over the
following useful lives:

Assets Years
Buildings 40
Building Improvements 10-20
Furniture & Equipment 5-7
Vehicles 5

COMPENSATED ABSENCES

The Authority allows employees to accumulate vacation and sick leave at varying rates depending upon
years of service. Upon termination, all accumulated vacation leave will be paid to the employee. All
accumulated maximum vacation leave is accrued when incurred in the financial statements.

Employees are paid by prescribed formula for absence due to sickness and vacation. The amount of
outstanding accumulated obligation related to such compensated absences is $41,512 at June 30, 2016,
of which $10,378 is classified as current and $31,134 as long term in the statement of net position.

INCOME TAXES

The Authority is a governmental entity, which is subsidized by the federal government. The Authority is
not subject to federal or state income taxes, nor is it required to file federal and state income tax returns.

USKE OF ESTIMATES

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues, and expenditures/expenses. Such estimates primarily relate to unsettled transactions and
events as of the date of the financial statements. Accordingly, upon settlement, actual results may differ
from estimated amounts.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ADJUSTING JOURNAL ENTRIES

The audited balances in the financial statements include the adjusting journal entries rendered at June
30, 2016.

NOTE 2 - CASH

At year end, the Authority’s carrying amount of deposits was $594,827 and the bank balance was
$600,496. Of the bank balance, $250,000 was covered by federal depository insurance or collateral held
by the Authority’s agent or in the Authority’s name. The remaining balance was collateralized with
securities held by the pledging financial institution’s trust department or agent in the Authority’s name.

The following table, which represents the types of investments made during the period, but not
necessarily owned as of the end of the period, presents the carrying amount and fair value of investments
by type and categorizes the carrying amounts as follows: Category 1 are those which are insured or
registered, or held by the Authority or its agent in the Authority’s name. Category 2 are those which are
uninsured and unregistered, with securities held by the counter-party’s trust department or agent in the
Authority’s name. Category 3 includes uninsured and unregistered investments for which the securities
are held by the counterpart, or by its trust department or agent but no in the Authority’s name.

Reported Fair Value
Category 1  Category 2 Category 3 Amount
Government securities,

bank CD’s and other
interest-bearing accounts $250,000 $350.496 $ - $600.496 $600.496
Total $250,000 $350.496 $ - $600.496 $600,496

NOTE 3 - INTERNAL BALANCES

This amount results primarily from inter-program transactions. The Authority uses a central account
known as a revolving account to make vendor payments. All of the individual programs have advanced
this account a sum of money to establish the account. The individual programs reimburse the revolving
account monthly in arrears for their share or the expenditures of the revolving account.

NOTE 4 - ACCOUNTS RECEIVABLE/ACCOUNTS PAYABLE - ITUD

The Accounts receivable - HUD shown in the statement of net position represent underpayments of
annual contributions from HUD under the Section 8 Program.
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NOTE 5 — CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2016 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets not being depreciated
Land $ 13,767 $ - $ - $ 13,767 .
Construction in progress 225,036 80,627 (223,096) 52 467
Total assets not being depreciated 238,803 50,527 {223,096) 66,234
Other Capital assets
Buildings 4,025,388 466,676 - 4,492 064
Furniture,equipment & machinery 134,065 28,124 (22,127) 140,062
Total other capital assets 4,159,453 494,800 {22,127} 4,632 126
Less accumulated depreciation (3,220,974) (86,764) 22,127 (3,2858611)
Capital assets,net $ 1177282 $ 458563 $ (223,006) $ 1,412,749

Depreciation expense for the year ended June 30, 2016 was $86,764 and was charged to operations, in
the statement of revenues, expenses and changes in net position.

NOTE 6 —L.ONG TERM DEBT

Long term debt consists of the following as of June 30, 2016:

Mortgage payable, collateralized by a building payable in monthly installments of principal and interest
of $616 through August, 2027. Interest rate is 4.25%. Balance at June 30, 2016 was $65,681.

Mortgage payable, collateralized by a building payable in monthly installments of principal and interest
of $1,043 through May, 2029. Interest rate is 4.25%. Balance at June 30, 2016 was $111,559.

Mottgage payable, collateralized by a building payable in monthly instaliments of principal and interest
of $590 through December, 203 1. Interest rate is 4.25%. Balance at June 30, 2016 was $63,203.

Mortgage payable, collateralized by a building payable in monthly instaliments of principal and interest
of $931 through February, 2034. Interest rate is 4.25%. Balance at June 30, 2016 was $99,718.

Current maturities of long term debt are as follows:

2017 S 22,800
2018 23,400
2019 24,100
2020 24,900
2021 25,800
Thereafter 219,161

S 340,161
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NOTE 7-NON - CURRENT LIABILITIES - OTHER

At June 30, 2016, there were the following non-current liabilities reported in the statement of net
position;

Balance Balance
at 6/30/15 change at 6/30/16
Accrued pension and OPEB liabilities S 482,093 S 150,356 S 632,449
Accrued compensated absences 32,529 {1,395} 31,134
Total S 514,622 S 148,961 S 663,583

NOTE 8 - CONTINGENCIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the Authority. The amounts, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time although the Authority expects such
amounts, if any, to be immaterial.

NOTE 9 - ECONOMIC DEPENDENCY

For the year ended June 30, 2016, the Authority’s revenues were primarily received from federal awards,
which are subject to availability of funds and the Authority’s compliance with federal rules and
regulations. A substantial portion was also received from tenant rents.

NOTE 10 - RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Authority catries
commercial insurance for all such risks of loss, including workers' compensation and employees’ health
and accident insurance. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

NOTE 11 - RETIREMENT PLANS

Employee Retirement Systems and Plans

The Reading Housing Authority provides pension benefits for its employees through the Town of
Reading Retirement System. The Reading Housing Authority's assessment for the fiscal year
commencing July 1, 2015 was $37,577. The Reading Housing Authority made the required payments.
'The Authority's annual share of the retirement plan contribution is recognized as an expense in the fiscal
year the contribution is earned.
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NOTE 11 - RETIREMENT PLANS (CONTINUED)

The Authority provides pension benefits to certain employees through the RRS, a cost-sharing multiple-
employer public employee retirement system regulated by PERAC. The plan is a defined benefit plan.
Participation is mandatory for all full time employees of the Authority. The retirement plan is a pooled
risk type of plan. Under this type of plan funding is determined based on all employees covered for all
employing units. The funding liabilities are shared by each employing unit pro-rata based on the number
of employees in the employing unit. Since the Authority’s share of pension liability is not based on their
employees, pension expense is determined by the total required payment to be made to the retirement
plan for the year. The RRS issues a publicly available financial report that includes financial statements
and required supplementary information.

State law establishes benefit provisions and contribution requirements of the RRS. Employees who have
at least 10 years of longevity and have attained 55 years of age are eligible to receive retirement
benefits. Retired employees receive an allowance based upon the average of their three highest
consecutive salary years of service multiplied by (1) the number of years and full months of creditable
service at the time of retirement and (2) a percentage based on age at retirement in accordance with a
schedule provided by state law. Assuming normal retirement at age 65, this percentage is 2.5%, which is
reduced for individuals who retire prior to age 65 to reflect the longer payout period. Employees may
elect early retirement after 20 years of service or any time after attaining age 55 with 10 years of eligible
service. Plan members who become permanently and totally disabled may be eligible to receive a
disability retirement allowance. The amount of benefits to be received depends on several factors,
including the member’s age, compensation, veteran status, years of creditable service, and whether or
not the disability is work-related. In addition certain death benefits exist for beneficiaries of employees
who die in active service.

Depending on their employment date, active Plan members must contribute either 5%, 7%, 8%, or 9% of
their gross regular compensation. Members hired after December 31, 1978 must contribute an additional
2% of regular compensation in excess of $30,000. These deductions earn interest at a rate determined by
PERAC that vests based upon years of service. Member employers are required to contribute the
remaining amounts necessary to finance benefits, except for certain cost of living adjustments (COLAs)
granted before July 1, 1998, which are reimbursed by the Commonwealth. The current and two
preceding years’ apportionment of the annual pension cost between the employers required the Authority
to contribute approximately 2% to the total.

Pension Liabilities, Pension Expense and Deferred Inflows and Outflows of Resources

At June 30, 2016, the Authority reported a liability of $330,106 for its proportionate share of the net
pension liability. The net pension liability was measured as of December 31, 2015, and the total pension
Hability used to calculate the net pension liability was determined by an actuarial valuation as of that date.
The Authority’s proportion of the net pension liability was based on a projection of the Authority’s long-
term share of contributions to the pension plan relative to the projected contributions of all participating
employers, actuarially determined. At December 31, 2015, the Authority’s proportion was 0.725 percent.

At June 30, 2016, the Authority reported deferred outflows of resources related to pensions of $124,167
and deferred inflows of resources related to pensions of $22,665.
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NOTE 11 - RETIREMENT PLANS (CONTINUED)

Methods & Assumptions

Valuation date 1/1/2015

Measurement date 12/31/2015

Actuarial cost method Entry Age Normal Cost Method

Investment rate of return 7.65%

Discount rate 7.65%

Inflation 3.75%

COLA 3% of first $12,000

Salary increases 6% - 4.25% general employees and 7% - 4.75% for public safety
Mortality rates Based on the RP-2000 Combined Mortality Tables, with

adjustments for improvements based on Scale AA.

NOTE 12 - POSTRETIREMENT BENEFITS

GASB 45 requires governments to disclose the following concerning postretirement benefits other than
pensions.

There are three plan types a) medical, b) dental and ¢) life insurance. The plan administrator is the
Group Insurance Commission (GIC). Employees can retire at age 55 with 10 years of service. The RHA
contributes 85% of the medical and life insurance premiums for pre 10/1/2009 retirees and 80% for post
10/1/2009 retirees. The RHA contributes 0% of dental insurance premiums. There is a surviving spouse
benefit which the RHA pays 90% of the premium.

Annual OPEB cost and net OPEB obligation 7/1/2015 -

6/30/2016
Annual required contribution ) 66,132
Adjustments & interest (12,776)
Annual OPEB cost 53,356
Contribution made 15,875
Increase in net OPEB obligation 37,481
Net OPEB obligation-beginning of year 264,858
Net OPEB obligation-end of year S 302,339

Annual % OPEB cost

QPEB cost contributed Net OPEB
6/30/2010 $75,703 51.4 $36,827
6/30/2011 75,703 51.4 36,826
6/30/2012 75,703 40.3 45,209
6/30/2013 71,606 44.1 40,059
6/30/2014 70,168 8.7 64,092
6/30/2015 61,996 325 41,845

6/30/2016 53,356 29.8 37,481
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NOTE 12 - POSTRETIREMENT BENEFITS (CONTINUED)

Funded status and funding progess

Actuarial Actuarial Actuarial
valuation value of accrued Unfunded
date asseis liability AAL
7/1/2009 0s 880,342 S 880,342
7/1/2012 0 730,641 730,641
7/1/2015 0 621,388 621,388

Methods and assumptions

Interest rate 3.5%
2016 Medical trend rate 5%
Ultimate medicat trend rate 5%
Year ultimate medical trend rate reached 2014
Actuarial cost method Individual Entry Age
Amortization period 30
General inflation rate 2.75%
Annual payroll increase 3%

NOTE 13 - RELATED PARTY TRANSACTIONS

As of June 30, 2016, there were no related party transactions.

NOTE 14 - SUBSEQUENT EVENTS

Events that occur after the statement of net position date but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent events
that provide evidence about conditions that existed at the statement of net position date are recognized in
the accompanying financial statements. Subsequent events which provide evidence about conditions that
existed after the statement of net position date require disclosure in the accompanying notes.
Management evaluated the activity of the Authority through October 8, 2016 (the date the financial
statements were available to be issued) and concluded that no subsequent events have occurred that
would require recognition in the financial statements or disclosure in the notes to the financial
statements.

CONCLUDED.
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Reading Housing Authority
Combining Statement of Revenues, Expenses and
Changes in Net Position
For The Year Ended June 30, 2016

Annual
Contributions
Contract State &
Section 8 Local State-Aided
Voucher Programs Modernization Total
Operating income:
HUD/PHA contributions $ 1,352,935 $ - $ - $ 1,352,935
Rental income - 751,303 - 751,303
Other government grants - 3,601 50,527 54,128
Other income - 5,686 - 5,686
Fraud recovery 1,272 - - 1,272
Total operating income 1,354,207 760,590 50,527 2,165,324
Operating expenses:
Housing assistance payments 1,216,531 - - 1,216,531
Administration 120,488 209,612 - 330,100
Maintenance - 324,512 - 324,512
Utilities - 152,307 - 152,307
Depreciation expense - 80,764 - 86,764
Insurance 5,995 35,244 - 41,239
General 8,128 12,753 - 20,881
Extraordinary maintenance ' - 14,952 - 14,952
Tenant services - 1,835 - 1,835
Total operating expenses 1,351,142 837,979 - 2,189,121
Operating income (loss) 3,065 (77,389) 50,527 (23,797)
Non-operating revenues (expenses):
Interest - unrestricted 2 789 - 791
Interest expense - (15,353) - {15,353)
Total non-operating revenues (net) 2 (14,564) ' - (14,562)
Income (loss) before transfers 3,067 (91,953) 50,527 (38,359)
Transfers - - - -
Change in net position 3,067 (91,953) 50,527 (38,359)
Net position, beginning (108,644) 1,027,817 225,036 1,144,209
Equity transfers - 223,096 (223,096) -
Net position ending 5 (105,577) $ 1,158,960 $ 52,467 $ 1,105,850

See auditor's report and notes to financial statements.
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SUPPLEMENTARY INFORMATION
Reading Housing Authority

Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2016

Federal Agency or Federal
CEDA Pass-through Assistance
Number * Number Received Expenditures
Department of Housing
and Urban Development
Section 8 Housing Choice Voucher Program 14.871 MA 075 $ 1,352,935 $ 1,352,935
Total federal awards $ 1,352,935 $ 1,352,935

* Refer to Catalog of Federal Domestic Assistance

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of the Authority under programs of the federal government for the
year ended December 31, 2015. The information in this Schedule is presented in
accordance with the 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). Because the
Schedule presents only a selected portion of the operations of the Authority, it is not
intended to and does not present the financial position, change in net position, or cash
flows of the Authority.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Expenditures reported on the Schedule are reported on the accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in
Uniform Guidance, wherein certain types of expenditures are not allowable or are limited
as to reimbursement.

{(2) Pass-through entity identifying numbers are presented where available.

(3) The Authority has not elected to use the 10 percent de minimis indirect cost rate as
allowed under the Uniform Guidance.

NOTE C - PROGRAM COST

The amounts presented as federal expenditures represent only the federal portion of the
actual program costs. Actual program costs, including the Authority's portion, may be more
than is shown on the schedule.
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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 Commissioners
Reading Housing Authority
Reading, Massachusetts

We have audited the financial statements of Reading Housing Authority as of and for the year ended
June 30, 2016, and the related notes to the financial statements, and have issued our report thereon dated
October 8, 2016, We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether Reading Housing Authority’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants 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 that are .
required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Reading Housing Authority’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of Reading Housing Authority’s internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the Reading Housing Authority’s internal control over financial
reporting.

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 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.
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Our consideration of the 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
material weaknesses, as defined above. However, material weaknesses may exist that have not been
identified.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal conirol 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 Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Restriction on Use

This report is intended solely for the information and use of management, the, board of commissioners,
others within the Authority, the U.S. Department of Housing and Urban Development, and other federal
awarding agencies and is not intended to be and should not be used by anyone other than these specified
parties.

Ross & Company
Nashua, New Hampshire

Qctober 8, 2016
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Report on compliance for each major federal program and report on internal control over compliance in
accordance with the uniform guidance

Board of Commissioners
Reading Housing Authority
Reading, Massachusetts

Compliance
We have audited the compliance of Reading Housing Authority with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB) Compliance Supplement
that could have a direct and material effect on each of its major federal programs for the year ended June
30, 2016. Reading Housing Authority’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of Reading Housing Authority’s management.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Reading Housing Authority’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 (CFR) 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 Reading Housing Authority’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 Reading
Housing Authority’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Reading Housing Authority 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 Reading Housing Autherity 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 Reading Housing Authority’s internal
control over compliance with the types of requirements that could have a direct and material effect on
each major federal program as a basis for designing 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 Reading Housing
Authority’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 conftrol 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 not suitable for any other purpose.

Pte

Ross & Company
Nashua, New Hampshire
October 8, 2016
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Report on compliance with requirements applicable to each state
program and internal control over compliance

Board of Commissioners
Reading Housing Authority
Reading, Massachusetts

Compliance
We have audited the compliance of Reading Housing Authority with the types of compliance

requirements described in the Single Audit State Compliance Requirements of Housing Authorities,
issued by the Office of the State Auditor of the Commonwealth of Massachusetts, that are applicable to
each of its state programs for the year ended June 30, 2016. Reading Housing Authority's state
programs are identified in the accompanying Notes to the Financial Statements section of this report.

Management’s Responsibility
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its

state programs is the responsibility of Reading Housing Authority's management.

Auditor’s Responsibility
Our responsibility is to express an opinion on Reading Housing Authority's compliance based on our
compliance audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the Single Audit State Compliance Requirements of
Housing Authorities, issued by the Office of the State Auditor of the Commonwealth of Massachusetts.
Those standards and the State Compliance Requirements require that we plan and perform the
compliance 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 state
program occurred. A compliance audit includes examining, on a test basis, evidence about Reading
Housing Authority's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. '

We believe that our compliance audit provides a reasonable basis for our opinion. Our compliance audit
does not provide a legal determination on Reading Housing Authority's compliance with those
requirements.
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Opinion
In our opinion, Reading Housing Authority complied, in all material respects, with requirements referred
to above that are applicable to each of its state programs for the year ended June 30, 2016.

Internal Control Over Compliance

The management of Reading Housing Authority is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable
to state programs. In planning and performing our compliance audit, we considered Reading Housing
Authority’s internal control over compliance with requirements that could have a direct and material
effect on a major state program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance, 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 the Reading Housing Authority’s
internal control over compliance.

Our consideration of the 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 significant deficiencies or material weaknesses, and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified. We
did not identify any deficiencies in internal control over compliance that we consider to be significant
deficiencies or material weaknesses, as defined above.

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
state 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 a material noncompliance with a type of compliance requirement of a state 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 combination of
deficiencies; in internal control over compliance with a type of compliance requirement of a state
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. We did not identify any deficiencies in
internal control over compliance that we consider to be significant deficiencies, as defined above.

Restricted Use

The purpose of this report is solely to express our opinion on compliance and to test and report on
internal control over compliance in accordance with State Compliance Requirements, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. This report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the Reading Housing Authority’s compliance with requirements that could have a direct and material
effect on a state program. Accordingly, this report is not suitable for any other purpose.

1z

Ross & Company
Nashua, New Hampshire
October 8, 2016
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READING HOUSING AUTHORITY
Schedule of findings and questioned costs
Year ended June 30, 2016

Section I -- Summary of Auditor's Results

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? No
Reportable condition(s) identified

not considered to be material weaknesses? No
Significant deficiency(s) identified

not considered to be material weaknesses? No

Noncompliance material to financial statements noted?  No

Federal Awards

Internal control over major programs:
Material weakness(es) identified? No
Reportable condition(s) identified
not considered to be material weaknesses? No
Significant deficiency(s) identified
not considered to be material weaknesses? No

Type of auditor's report issued on compliance

for major programs: Unmodified
Any audit findings disclosed that are required

to be reported in accordance with

Uniform Guidance No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
CFDA No. 14.871 Section 8 Housing Choice Voucher Program

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

Auditee qualified as low-risk auditee: Yes
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READING HOUSING AUTHORITY

Schedule of findings and questioned costs
Year ended June 30, 2016

Section II --Financial Statement Findings

There were no reportable conditions, material weaknesses of instances of noncompliance related to the
financial statements that are required to be reported in accordance with Government Auditing Standards.

Section HI--Federal Award Findings and Questioned Costs

There were no audit findings required to be reported in accordance with the uniform guidance.

Section IV --State Programs Findings and Questioned Costs

There were no audit findings required to be reported
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READING HOUSING AUTHORITY
Summary schedule of prior audit findings
Year ended June 30, 2016

The prior audit report for the twelve months ended June 30, 2015, contained no findings.
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READING HOUSING AUTHORITY
Summary schedule of journal entries
Year ended June 30, 2016

The audit report for the twelve months ended June 30, 2016, contains the following adjusting journal
entries.

AE# Debit Credit For
4001 program
Prior period adjustments 1 $118,828 FDS &
Accrued pension and OPEB labilities $ 118,828 Books
To record GASB 67868
Section 8 program
Prior period adjustments 2 $ 51,485 FDS &
Accrued pension and OPEB liabilities $ 51,485 Books
To record GASB 67868
689 program
Prior period adjustments 3 $ 8038 FDS &
Accrued pension and OPEB labilities $ 8,038 Books
To record GASB 678&68
Business Activities
Prior period adjusiments 3 % 38834 FDS &
Accrued pension and OPEB liabilities $ 38,884 Books

To record GASB 678468
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