AENDERSON & DEJOHN, LLC
CERTIFIED PUBLIC ACCOUNTANTS

200 CHASE PARK SOUTH, SUITE 220 BIRMINGHAM, AL 35244
PHONE : (205) 982-0992 WWW.HENDERSONCPA.COM FAX: (205) 982-0997

June 30,2017

Mr. Derwin Jackson
Executive Director
Franklin Housing Authority
200 Spring Street

Franklin, TN 37064

RE: Audited Financial Statements & Supplemental Information Repotts

Dear Mr, Jackson:

Enclosed are four bound copies and one unbound copy of the audited financial statements & supplemental information reports for
the Franklin Housing Authority for the year ended December 31, 2016, and a ecommunication letter to the Board of
Commissioners as required by AU Seetion 260,

The audited report has been submitted to REAC and to the Tennessee State Comptroller’s Office.

We have electronically submitted Form SF-SAC, slong with one copy of the audited report, to the Federal Audit Clearinghouse.

Additionally, one copy of the audited report needs to be forwarded to the State Office of HUD in Memphis TN. The remaining
copies of the report are for the Authority’s use, Also, enclosed for your records is a copy of the letter of audit adjustments.

If you have any questions, please contact us.

Sincerely,

Roy W. Henderson Jr., CPA
Henderson & Delohn, LLC
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Independent Auditor’s Report

To the Board of Commissicners
Franklin Housing Authority

Report on the Financial Statements
We have audited the financial statements of the Franklin Housing Authority {the “Authority”®), as of and for the year ended

December 31, 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

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

Aunditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not audit the financial
statements of Senior Residence at Reddick Sireet, L.P, and Reddick Street Associates I, L.P., which represent one-hundred
percent of the assets, net position, and revenues of the aggregate discretely presented component units, Those financial statements
were audited by other auditors whose report thereon has been furnished io us, and our opinion, insofar as it relates to the amounts
included for Senior Residence at Reddick Street, L.P. and Reddick Street Associates I, L.P., is based solely on the report of the
other auditors, We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

Opinions )

In our opinion, based on ovur audit and the report of the other auditors, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the Authority, as of December 31, 2016, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion and analysis on
pages 4-8 be presented to suppliement 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 Staies of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that comprise the Authority’s basic
financial statements. The accompanying supplemental data including the roster of officials and the financial data schedule are
presented for purposes of additional analysis as required by the U.S. Department of Housing and Urban Development and are not
a required part of the basic financial statements. The schedule of expenditures of federal awards, as required by the audit
requirements of Title 2 U.8. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requivements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), is presented for purposes of additional analysis and
is not a required part of the basic financial statements.

The roster of officials, the financial data schedule and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly io the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of America, In our
opinion, the roster of officials, the financial data schedule and the schedule of expenditures of federal awards are fairly stated in
all material respects in relation to the basic financial statements as a whole,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2017 on our consideration of
the Authority’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is io describe the scope of our testing of
internal control over financial reporting and compliance and the resulis of that testing, and not to provide an opinion on intetnal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority’s internal control over financial reporting and compliance.

Ronddorson & P John, 140

Birmingham, AL
June 29, 2017



FRANKLIN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBEBER 31, 2016

Management’s Discussion and Analysis

Franklin Housing Authority’s (the “Authority”) Management’s Discussion and Analysis (MD&A) is designed to {a) assist the
reader in focusing on significant financial issues, (b) provide an overview of the Authority’s financial activity, (c} identify
changes in the Authority’s financial position, and (d) identify issues or concerns. U.S. generally accepted accounting ptinciples
(GAAP) requires the inclusion of this MD&A section as required supplementary information.

Since the MD&A is designed to focus on the current year’s activities, resulting changes, and currently known facts, please read it
in conjunction with the Authority’s financial statements.

Financial Highlights

*  Net position at December 31, 2016, increased to $8,687,188. Since the Authority engages only in business-type
activities, the increase is all in the category of business-type net position. Net position was $7,746,949 for 2015.

s The business-type activities operating revenue at December 31, 2016, increased to $3,737,162. Total operating revenue
was $2,747,557 for 2015.

»  The total operating expenses of all programs for December 31, 2016, increased to $3,071,384. Total operating
expenses were $2,994,713 for 2015,

s Total capital contributions at December 31, 2016, increased to $182,136. Total capital contributiens were $120,631 for
2015.

Overview of the Financial Statements

For accounting purposes, the Authority is classified as an enterprise fund. Enterprise funds use the full accrual basis of
accounting. The enterprise method of accounting is similar to accounting by the private sector,

This MD&A is intended to serve as an introduction to the Authority’s basic financial statements.

The following statements are included:

»  Statement of Net Position — This statement reports all financial and capital resources for the Authority. The statement
is presented in the format where assets plus deferred outflows of resources minus liabilities and deferred inflows of
resources equal “Net Position”, formerly known as Net Assets or Equity. Assets and Liabilities are presented in order
of liquidity, and are classified as “Current” (convertible into cash within one year), and “Non-Current”.,

1. Net Investment in Capital Assets — This component of Net Position 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.

2. Restricted Net Position — This component of Net Position consists of restricted assets when constraints
are placed on the assets by the creditors (such as debt covenants), grantors, contributors, laws,
regulations, etc.

3.  Unrestricted Net Position — This component of Net Position consists of assets that do not meet the
definition of “Net Investment in Capital Assets” or “Restricted Net Position”.

+  Statement of Revenues, Expenses, and Changes in Fund Position — This statement includes operating revenucs, such as
rental income, net and federal grants, operaiing expenses, such as administrative, utilities, maintenance, and
depreciation.  This statement also includes non-operating revenues and expenses, such as capital grant revenue,
investment income, and interest expense,

e  Statcment of Cash Flows — This statement discloses net cash provided by, or used for, operating activities, non-capital
financing activities and from capital and related financing and investing activities.

Programs

Conventional Public Housing — Under the Conventional Public Housing Prograin, the Authority rents units that it owns to low-
income houscholds. The Conventional Public Housing Program is operated under an Annual Contributions Contract (ACC) with
HUD, and HUD provides operating subsidy and capital grant funding to enable the Authority to provide the housing at a rent that
is based upon 30% of household income (as defined in the HUD regulations).



Capital Fund Grants — The Authority’s capital funds are received from the federal government through a formula driven
computation. These funds are used to upgrade our facilities at various developments to give our residents the decent and safe
living environment they need. Each year’s grant funds must be entirely obligated within two years of inception of the grant, and
entirely expended within four years.

Housing Choice Voucher Program - Under the Housing Choice Voucher Program, the Authority contracts with independent
landlords that own the property. The Authority subsidizes the family’s rent through a Housing Assistance Payment (HAP) made
to the landlord. The program is administered under an Annual Contributions Contract (ACC) with HUD. HUD provides Annual
Contributions funding to enable the Authority to structure a lease that sets the participant’s rent at 30% or up 40% of household
income.

Community Services Grants — Community Services Grants include the Resident Opportunities and Self-Sufficiency (ROSS)
Grants and Family Self-Sufficiency (FS8) Program Coordinator Grants, which are structured to encourage resident economic
scif-sufficiency through educational, training, and employment opportunities, with an emphasis on early years and school
readiness in order to afford an oppertunity for the best start possible.

Rental Assistance Demonstration (RAD) Program — The Authority was awarded, through a competitive process, the ability to
convert a portion of its current and prior public housing units to Section 8 project based vouchers. This new initiative from HUD
is known as the Rental Assistance Demonstration program or RAD,

RAD offers a long-term, cost effective solution to preserve and enhance the country’s public and affordable housing stock—
including leveraging public and private funding to make much-needed improvements—by allowing Public Housing Authorities
(PHA) to convert their current assistance to long-term project-based Section 8 contracts,

To date, the Authority has converted 62 units of public housing to limited partnership ownership with project based Section 8
rental subsidy. The Authority is currently in the process of converting additional public housing units via RAD which are in
various stages of the conversion process,

Component Units:

Franklin Housing Collaborative — Blended component unit of the Authority. It has been blended with the Authority and shares its
management and Board members, The component unit is included in the consolidated financial statements of the primary
government and transactions have been eliminated between the Authority and Franklin Housing Coflaborative. There are no
separate financial statements available.

Senior Residence at Reddick Street, L.P. and Reddick Street Associates 1, L.P, — Discretely presented component units of the
Authority. No transactions have been eliminated between the Authority and these discretely presented component units. Separate
audited financial statements are available upon request to the Authority. Also, while the Authority’s financial statements include
these discretely presented component units in separate columns, the following financial overview focuses on the primary
government and does not address the effects of these discretely presented component units on the Authority’s operations.



FINANCIAL ANALYSIS
The following table reflects the condensed Statement of Net Position as of December 31, 2016 and 2015.

TABLE 1 - STATEMENT OF NET POSITION

2016 2015 Variance % Change

Current Assets $ 1,629,055 $ 1,475,122 % 153,933 10.44%
Capital Assets, Net 5,303,942 5,270,127 33,815 - 0.64%
Other Noncurrent Assets 2,593,416 1,654,625 938,791 56.74%
Total Assets 9,526,413 8,309,874 1,126,539 13.41%
Current Liabilities 516,923 422,006 97,917 23.20%
Noncurrent Liabilities 319,302 230,919 88,383 38.27%
Total Liabilities 839,225 652,925 186,300 28.53%
Net Position

Net Investment in Capital Assets 5,303,942 5,270,127 33,815 0.64%
Restricted 175,508 77,862 97,646 12541%
Unrestricted 3,207,738 2,398,960 808,778 33.71%
Total Net Position 3 8,687,188 § 7,746,949 § 940,239 12.14%

MAJOR FACTORS AFFECTING THE STATEMENT OF NET POSITION

Current assets increased by $153,933 due, in majotity, to an increase in accounts receivable for developer fees earned but not yet
received, partially offset by a decrease in investments and inventories, net.

Capital assets, net increased by $33.815 due to current year capital assets purchases exceeding current year depreciation expense,
Other noncurrent assets increased by $938,791 primarily due to an increase in noncurrent notes receivables for loans provided by
the Authority to their discretely presented component units, See Note 11 to the Financial Statements for further details.

Additionally, this category increased due to a $100,000 deferred developer fee being recorded.

Current liabilities increased $97,917 due to an increase in unearned revenues, accrued liabilities and the current portion of loans
liability, pattially offset by a decrease in vendor payables, accrued wage/payroll taxes payable and PILOT liabilities.

Noncurrent liabilities increased $88,383 due to an increase in the noncurrent portion of FSS escrowed liabilities and the
noncurtent portion of loans liability. .



TABLE 2 - STATEMENTS OF REVENUE, EXPENSES, AND CHANGES IN FUND NET POSITION

The following table reflects the revenues and expenses as of December 31, 2016 and 2015.

016 2015 Variance % Change
Operating Revenues
Rental Income, Net $ 925511 % 843785 % 81,726 9.69%
Federal & Other Govermment Grants 2,290,049 1,691,227 598,822 35.41%
Other 521,602 212,545 309,057 145.41%
Total Operating Revenues 3,737,162 2,747,557 989,605 36.02%
Operating Expenses
Administration 1,071,424 905,247 166,177 18.36%
Tenant Services 113,337 135,048 (22,311 -16.45%
Utilities 541,388 547,268 (5,880) -1.07%
Maintenance 538,724 524,192 14,532 2.77%
General 180476 148,925 31,551 21.19%
Housing Assistance Payments 212,390 298,344 (85,954) -28.81%
Depreciation 413,645 435,089 (21,444) -4.93%
Total Operating Expenses 3,071,384 2994713 76.671 2.56%
Operating Income (loss) 665,778 (247,156) 912,934 -369.38%
Nonoperating revenues (expeﬁses)
Interest Revenue 92,325 78,407 13,918 17.75%
Capital Confributions 182,136 120,631 61,505 50.99%
Total Nonoperating Activity 274,461 199,038 75423 37.89%
Change in Net Position 940,239 (48,118) 988,357 -2054.03%
Beginning Net P osition 7,746,949 7,795,067 (48,118) -0.62%
Ending Net Position $ 8,687,188 § 7746949 § 940,239 12,14%

MAJOR FACTORS AFFECTING THE STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN FUND NET

POSITION

The Authority had an increase in net position of $940,239 this year versus a decrease in net position of $48,118 in the prior year.
This increase in net position this year was primarily due to an increase in operating and nonoperating revenues in excess of the
increase in operating expenses,

The Authority had an operating income of $665,778 including non-cash depreciation expense of $413,645 versus an operating
loss of $247,156 and depreciation expense of $435,089 in the prior year,

Total operating revenue increased by $989,605 to $3,737,162 due to an increase in rental income net of bad debt expense, an
increase in HUD PHA operating grant revenue in the Low Reni, CFP, and HCV Programs, an increase in the Housing Trust Fund
loan liability forgiven this year, and an increase in other revenue related to the recognition of developer fees from the
development of affordable housing,

Total operating expenses increased by $76,671 to $3,071,384 due to an increase in administration expense resulting fiom an
increase in administrative salaries and benefits, as well as small increases in maintenance and other general expenses, partially
offset by a decrease in tenant services expenses resulting from a decrease in tenant services salaries and benefits, as well as a
decrease in HCV Program Housing Assistance Payments and depreciation expenses.

Capital contributions increased by $61,505 to $182,136 due to an increase in ongoing construction and modernization projects.



CAPITAL ASSETS

As of December 31, 2016, capital assets for its business-type activities were $5,303,942, net of accumulated depreciation, Capital
assets include land, buildings, improvements, equipment and construction in progress.

Major capital asset purchases during the current fiscal year included the following:

Predevelopment costs associated with the Spring Johnson RAD conversion
Site design on Cherokee Redevelopment

2016 Nissan Rogue

Furniture for community center

Viewsonic projector

There were no major capital asset disposals during the current fiscal year.
DEBT OUTSTANDING

As of year-end, the Authority had $550,000 in loan liability outstanding compared to $400,000 fast year, an increase of $150,000.
This loan liability is in the form of Housing Trust Fund loans received from the Tennessee Housing Development Agency that
the Authority turned around and loaned to Senior Residence at Reddick Street, L.P. and Reddick Street Associates I, L.P. for the
redevelopment and conversion of a portion of the Authority’s public housing inventory to tax credit Renial Assistance
Demonstration projects.

ECONOMIC FACTORS
Significant economic factors affecting the Authority are as follows:

¢ Federal funding of the Department of Housing and Urban Development.
Local labor supply and demand, which can affect satary and wage rates.

Local inflation, recession and employment trends, which can affect resident incomes and therefore the amount of rental
income.

* Inflationary pressure on utility rates, supplies and other costs.
FINANCIAL CONTACT

This financial report is designed to provide a general overview of the finances for all those with an interest in the Authority’s
finances, Questions concerning any of the information provided in this report or request for additional information should be
addressed to Robert Eddy, CPA, Chief Financial Officer, Franklin Housing Authority, (615) 794-1247.



ASSETS
Current assets:

Unrestricted cash and cash equivalents
Restricted cash and cash equivalents

Investments
Due from HUD

FRANKLIN HOUSING AUTHORITY
STATEMENT OF NET POSITION

Miscellaneous receivable

Tenants receivable, net of allowance of $4,846, $0,

& $0, respectively

Accrued interest receivable

Fraud recovery receivable, net of allowance of
$9,386, $0, & $0, respectively

Prepaid expenses and other assets

Inventories, net of allowance of $4,563, $0, & $0,

respectively

Total current assets

Noncurreni assets:

Capital assefs:

Land and construction in progress
Buildings and equipment, net of depreciation

Notes receivable, net of current portion

Total capital agsets

Other noncutrent assels

Total noncurrent assets

Total assets

DECEMBER 31,2016
Senior Residence at
Primary Reddick Sireet Reddick Street
Government Asssociates I, LP Associates I, LP
$ 364,980 $ 6,780 b 23,757
256,631 1,142,910 472,814
647,871 - -
37,018 - -
215436 - 47,100
45357 31 0,645
8,329 - -
12,367 6,756 -
41,066 - -
1,629,055 1,156,477 550,316
281,094 50,000 -
4422 848 5,631,075 13,437,770
5,303,942 5,681,075 13,437,770
2493416 - -
100,000 43,051 90,895
7,897,358 5,724,126 13,528,665
$ 9,526,413 $ 6,880,603 $. 14,078,981

The accompanying notes are an integral part of these financial statements



FRANKLIN HOUSING AUTHORITY

STATEMENT OF NET POSITION

LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Intergovernmental payables
Tenant security deposits
Unearned revenue
FSS escrowed liabilities, current portion
Compensated absences, current portion
Loan liabilities, current portion
Notes payable, current portion

Total current liabilities

Noncurrent liabifities: ,
FSS escrowed liabilities, net of current portion
Compensated absences, net of current portion

Noncurrent liabilities - other
Loan labilities, net of current portion
Notes payable, net of current portion

Total noncurrent liabilities

Total liabilities

NET POSITION
Investment in capital asscts
Restricted
Unrestricted

Total net position

DECEMBER 31, 2016
Senior Residence at
Primary Reddick Street Reddick Street
Government Asssociates 1, LP Associates I, LP

$ 37,925 § 61,486 $ 1,328,696
55,367 273,578 27,577

30,340 41,272 -

23,635 10,529 11,875

31,337 2,976 819

25,028 - 1,385,432

15,791 - -

300,000 - -

- - 8418244

519,923 389,841 11,172,643

36,842 - -

32,460 - -

- - 410,305

250,000 - -

- 1,250,000 955,800

319,302 1,250,000 1,366,105

839,225 1,639,841 12,538,748
5,303,942 4,431,075 4,063,726
175,508 1,132,381 460,939
3,207,738 (322,694) (2,984,432)

$ 8,687,188 $ 5240762 $ 1,540233

The accompanying notes are an integral part of these financial statements
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FRANKLIN HOUSING AUTHORITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
FOR YEAR ENDED DECEMBER 31, 2016

Senior Residence at

Primary Reddick Street Reddick Street
Government Asssociates I, LP Associates 1, LP
OPERATING REVENUES
Rental income, net of bad debts of $26,823, $728, & $0,
respectively $ 925,511 3 172,850 $ 22,364
Federal & other government grants 2,200,049 105,979 -
Other 521,602 2,361 750
Total operating revenues 3,737,162 281,190 23,614
OPERATING EXPENSES
Administration 1,071,424 124,969 44,052
Tenant services 113,337 701 -
Utilities 541,388 60,717 -
Maintenance 538,724 56,881 -
General 180,476 125,309 135,066
Housing assistance payments 212,390 - -
Depreciation 413,645 317575 80,834
Total operating expenses 3,071,384 686,152 259,952
Operating income (loss) 665,778 (404,962) (236,338)
NONOPERATING REVENUES (EXPENSES)
Interest revenue 92,325 564 -
Interest expense - (70476) {1,066)
Income (loss) before contributions 758,103 (474,874) (237,404)
Capital contributions 182,136 - -
Change in net position 940,239 (474.874) (237,404)
Total net position - beginning of the year 7,746,949 7,563,295 1,777,637
Prior period adjustments - (1,847,659) -
Total net position - beginning of the year, as restated 7,746,949 5,715,636 1,777,637
Total nct position - end of the year $ 8.687,183 $ 5,240,762 $ 1,540,233

The accompanying notes are an inlegral part of these financial statements
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FRANKLIN HOUSING AUTHORITY
STATEMENT OF CASH FLOWS

FOR YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from tenants

Federal grants & Other Government Grants

Other receipts

Payments to suppliers and Section 8 landlords

Payments to or on behalf of employees

Net cash provided (used) by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
EINANCING ACTIVITIES

Purchase of capital assets

Capital contributions

Proceeds from capital debt

Interest payments on capital debt

Net cash provided (used) by capital
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Inicrest revenue

Proceeds from sale of investments

Issuance of note receivable

Net cash provided (used) by investing activities

Net increase (decrease) in cash and
cash equivalents

Balances - beginning of the year

Balances - end of the year

Senior Residence -

Primary at Reddick Street Reddick Street
Government Asssociates [, LP Associates I, LP
$ 911,801 § 173,675 $ 28,913
2,305,008 105,979 -
309,542 2,554 750
(1,843,706) (323,402) (190,852)
(1,191,446) (61,999) -
491,859 (103,193) (161,189)
(447.464) - (8,079,163)
179458 - -
450,000 - 8678434

- (5,968) -

181,994 (5,968) 599271

681 564 -

143,318 - -
(754,569) - -
(610,070) 564 -
63,783 (108,597) 438,082
557,828 1,258,287 58,489

$ 621,611 $ 1,149,690 3 496,571

The accompanying notes are an integral part of these financial statemenis
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FRANKLIN HOUSING AUTHORITY
STATEMENT OF CASH FLOWS
FOR YEAR ENDED DECEMBER 31, 2016
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The accompanying notes are an integral part of these financial statements

Senior Residence
Primary at Reddick Street Reddick Street
Government Asssociates I, LP Associates 1, LP
RECONCILIATION OF INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $ 665,778 (404,962) (236,338)
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:
Depreciation expense 413,645 317,575 80,834
Change in assets and Labilities;
Receivables, net (235,879 1,602 (6,645)
Inventories, net 21,620 - -
Prepaids and other assets 1,882 21 -
Assets held for resale - - -
Other assets (100,000} 49,731 (64,895)
Accounts payable (31,891) (78,084) 41348
Intergovernmental payables (21,854) 11,446 -
Unearned revenue 27926 (17 819
Other liabilities (278,455) 62 11,813
Accrued liabilities 20,143 - -
Compensated absences 8464 - -
Tenant security deposits 480 {567) 11,875
Net cash provided (used) by operating activities 3 491,859 $ (103,193) b {161,189



FRANKIIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Franklin Housing Authority (the “Authority”) have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles, The
Authority has previously implemented GASB Statement 34, Basie Financial Statemenis — and Managements Discussion and
Analysis — for State and Local Governmenis. Certain significant changes in the statements are as follows: The financial

statements will include a Management’s Discussion and Analysis (MD&A) section providing an analysis of the Authority’s
overall financial position and results of operations.

The Authority is a special-purpose government engaged only in business-type activities and therefore, presents only the financial
statements required for enterprise funds, in accordance with GASB Statement 34, paragraph 138. For these governments, basic
financial statements and required supplemental information consist of:

*  Management Discussion and Analysis (MD&A)

s  Enterprise fund financial statements consisting of —
»  Statement of Nef Position
»  Statement of Revenues, Expenses, and Changes in Fund Net Position
>  Statement of Cash Flows

¢  Notes to financial statements

s  Required supplemental information other than MD&A

The Authority has multiple programs which are accounted for in one enterprise fund, which is presented as the “enterprise fund”
in the basic financial statements. Significant Authority policies are described below,

A. The Reporting Entity

The Authotity was established as a tax-exempt quasi-governmental entity under the United States Housing Act of 1937 for the
purpose of providing affordable housing to low and mederate income families in Williamson County, Tennessee. The governing
body of the Authority is composed of a 5 member appointed Board of Commissioners (the “Board”). The Mayor appoints the
Board, who in turh hires the Executive Director. The Authority is governed by its charter and by-laws, state and local laws, and
federal regulations. The Board is responsible for the establishment and adoption of policy. The execution of such policy is the
responsibility of the Authority’s management.

For financial reporting purpoeses, the financial reporting entity consists of (1) the primary governnent {the “Authority”), (2)
organizations for which the primary government is financially accountable and (3) other organizations for which the nature and
significance of their relationships with the primary government are such that exclusion would cause the primary govermment’s
financial statements to be misleading or incomplete. The Authority is financially accountable if it appoinis a voting majority of
an organization’s governing body and (a) it is able fo impose its will on the organization or, (b) there is potential for that
organization to provide specific financial benefits to, or impose specific financial burdens on the Authority. The Authority may
be financially accountable if an organization is fiscally dependent on the Authority. Based on these criteria; the following entities
have been identified as component units of the Authority.

Franklin Housing Collaborative
Franklin Housing Collaborative (FHC) is a 501(c)(3) tax exempt not for profit organization, whose mission is to promose decent,

safe and sanitary housing for persons of low-income or the elderly or infirmed in the State of Tennessee. It can also form
partnerships and currently acts as a partner in each of the following partnerships.

»  Senior Residence at Reddick Street, L.P. — FHC acis as a Class B Limited Partner. FHC has a .005% ownership interest
in Senior Residence at Reddick Street, L.P.

¢ Reddick Street Associates I, L.P. — FHC, through FHC Reddick, Inc., a for profit corporation in which FHC is the sole
sharchaolder, indirectly acts as a General Partner in Reddick Street Associates I, L.P. FHC has a .009% ownership
interest in Reddick Street Associates I, L.P.

¢  Spring Johnson, L.P. — FHC, through FHC Spring Johnson, Inc., a for profit corporation in which FHC is the sole

sharcholder, indirectly acts as a General Partner in Spring Johnson, L.P. FHC has a .01% ownership interest in Spring
Johnson, L.P.
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31,2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. The Reporting Entity (Continned)

The Authority both directly and indirectly controls the operations of FHC, and the Authority’s Board also acts as the governing
body for the organization. Therefore, FHC is presented as a blended component unit included in the balances of the primary
government, thus all significant inter-program balances and transactions between FHC and the Authority have been eliminated.
No separate financial statements are issued for FHC. However, condensed financial statements have been included in Note 10-
Blended Component Unit in accordance with GASB Statement No. 61.

Senior Residence at Reddick Sireet, L.P.
Senior Residence at Reddick Street, L.P. (Senior Residence at Reddick) is a 9% tax credit Rental Assistance Demonstration
(RAD) limited partnership project organized for the purpose of engaging in the business of affordable housing, and in such other

related business as agreed upon by the pariners, The partnership operates a 49-unit facility, of which 40 units receive Project
Based Voucher assistance from HUD.

The relationship between the Autherity and Senior Residence at Reddick is supportive in nature as Senior Residence at Reddick
often carries out its stated purpose of providing decent, safe and affordable housing by supporting the operational goals and
objectives of the Authority. However, the Authority is not financially accountable for Senior Residence at Reddick and does not
have the ability influence control or impose its will over Senior Residence at Reddick as the Authotity does not own a majority
ownership interest in Senior Residence at Reddick. Therefore, Senior Residence at Reddick is discretely presented in the current
year financial statements as its own “component unit” column with separate *component unit” disclosures in the notes to the
financial statements, All inter-program balances and transactions between the primary government and the discretely presented
component unit will be disclosed in the notes to the financial statements (see Note 11 — Transactions with Discretely Presented
Component Units). Separately issued financial statements of Senior Residence at Reddick Street, L.P. may be obtained by
contacting Robert Eddy, Chief Financial Officer, Franklin Housing Authority, 200 Spring Street, Franklin, TN 37065,

Reddick Street Associates I, L.P.
Reddick Street Associates I, L.P, (Reddick Street) is a 9% tax credit Rental Assistance Demonstration (RAD) limited partnership
project organized for the purpose of engaging in the business of affordable housing, and in such other related business as agreed

upon by the partners. The parinership operates a 22-unit project, all of which receive Project Based Voucher assistance from
HUD.

The relationship between the Authority and Reddick Street is supportive in nature as Reddick Street often carries out its stated
purpose of providing decent, safe and affordable housing by supporting the operational goals and objectives of the Authority.
However, the Authority is not financially accountable for Reddick Street and does not have the ability influence conirol or
impose its will over Reddick Street as the Authority does not own a majority ownership interest in Reddick Street. Therefore,
Reddick Street is discretely presented in the current year financial statements as its own “component unit” column with separate
“component unit” disclosures in the notes to the financial statements. All inter-program balances and transactions between the
primary government and the discretely presented component unit will be disclosed in the notes to the financial statements (see
Note 11 — Transactions with Discretely Presented Component Units). Separately issued financial statements of Reddick Street
Associates 1, .P. may be obtained by contacting Robert Eddy, Chief Financial Officer, Franklin Housing Authority, 200 Spring
Street, Franklin, TN 37065.

B. Mensurement Focus, Basis of Accounting, and Finaneial Statement Presentation
The Authority’s financial statements are accounted for on the flow of economic resources management focus using the accrual
basis of accounting. The accounting objectives are a determination of net income, financial position, and changes in cash flow.

All assets and liabilitics associated with a proprietary fund’s activities are included on the Statement of Net Position. Proprietary
fund net position is scgregated into Net Investment in Capital Assets, Restricted Net Position, and Unrestricted Net Position.
Revenues are recognized when they are earned and expenses are recognized when incurred. 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 opetations. The principal operating revenues of the
proprietary funds are rental charges to tenants and operating subsidy grants from HUD. Operating expenses for proprietary funds
include the cost of administrative expenses, maintenance expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses. The Authority applies restricted resources to
fund restricted costs and unrestricted resonrces to fund unrestricted costs. All material inter-program accounts and transactions
are eliminated in the preparation of the basic financial statements,
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FRANKILIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

The Authority has previously adopted GASB Statement No. 33, Accounting and Financial Reporting for Nomexchange
Transactions. In accordance with this statement, the Authority accounted for all grants that qualify as non-exchange transactions,
recognizing receivables and revenues when all applicable eligibility requirements are met. In addition, capital contributions are
recorded on the Statement of Revenues, Expenses and Changes in Fund Net Position after income before contributions and before
changes in net position.

Generally accepted accounting principles for state and local governments requires that resources be classified for accounting and
reporting purposes into the following three net position categories:

*  Net investment in capital assets — Capital assets, net of accumulated depreciation and outstanding principal balances of
debt attributable to the acquisition, construction, or improvement of those assets.

s The restricted component of net position consists of restricted assets reduced by liabilities and deferred inflows of
resources related to those assets.

*  The unrestricted component of net pesition is the net amount of the assets, deferred outflows of resources, liabilities,
and deferred inflows of resources that are not included in the determination of net investment in capital assets or the
restricted component on net position.

C. Cash, Cash Equivalents, and Investments
Cash and cash equivalents include cash on hand, demand deposits, and money market accounts. For purposes of the statement of
cash flows, the Authority considers all highly liquid investments available for current use with an initial maturity of three months

or less to be cash equivalents. The carrying amounts reported on the balance sheet approximate fair values because of the short
maturities of those investments,

D. Accounts Receivables

All receivables are current and due within one year. Receivables are reported net of an allowance for uncollectible accounts.
Allowances are reported when accounts are proven to be uncollectible, The allowance method is used to dotermine allowances
for uncollectible accounts. Allowances are based upon historical irends and periodic aging of accounts receivable,

E. Notes, Loans & Mortgages Receivables

Notes receivable relate to affordable housing construction activitics where the Authority has loaned funds to its discretely
presented component units to be used in the development of tax credit RAD affordable housing projects. The notes reccivable are
collectable as defined in the various loan agreements. Any portions of the notes receivable that are deemed due and collectable
within the next twelve months are reported as current assets. The remaining notes receivables that are deemed collectable beyond
the next twelve months are reported as non-current assets, All of the notes receivables are considered non-current assets as of
December 31, 2016 as none of the notes receivable are currently due within the next twelve months. No allowance account has
been set up as the Authority has determined that the notes are fully collectable as of December 31, 2016.

F. Restricted Assets and Liabilities

Debt covenants, HUD regulations, and inter-local agreements restrict the use of certain assets. Restricted assets are offset by
related liabilities in accordance with their liquidity,

G. Inventories

Inventories are accounted for vsing the first-in/first-out (FIFOQ) method and recorded at the lower of cost or market, net of
allowance. Materials and supplies are recorded as inventories when purchased and as expenditures when used, Allowances are
reported when materials and supplies are deemed obsolete.

H. Prepaid Items
Prepaid ilems consist of payments made to vendors for services that will benefit future periods.
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

I. Capital Assets

Capital assets include property, furniture, equipment, and machinery. Capital assets with initial, individual costs that equal or
exceed $1,000 and estimated useful lives of over one year are recorded as capital assets. Capital assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation. Major outlays for capital assets and improvements are capitalized as projects are constructed, Interest
incurred during the construction phase of capital assets is included as part of the capitalized value of the assets constructed.
Construction in progress consists of capital improvements funded by modernization grant programs. Capital assets are
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings & Improvements 20-27.5
Furhiture, equipment, and machinery 3-10

J.  Compensated Absences

The Authority’s policy allows each employee to accumulate up to 240 vacation hours and be paid for them upon separation,
Employees can accrue unlimited sick leave hours, but cannot be paid for any accumulated hours upon separation, The majority
of employees utilize their annual aceryal of vacation and sick leave during the year acerued. The Authority records compensated
absences in the period they are carned and use a systematic allocation process to allocate between short-term and long-term
liability classification.

K. Deferred Quiflows/Inflows of Resources

In addition to assets and liabilities, the statement of financial position will sometimes report separate sections for deferred
outflows/inflows of resources. These separate financial statement elements represent a consumption or acquisition of net position
that apply to fiuture period(s) and so will not be recognized as an outflow of resources (expensesfexpenditure) or an inflow of
resources (revenue) until then. The Authority has no items that meet this criteria.

L. Unearned Revenue

" The Authority recognizes revenues as earned. An amount received in advance of the period in which it is carned is recorded as a
liability under unearned revenue.

M. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires management to

make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.

N. Income Taxes .
The Autherity is not subject to federal or state income taxcs.

0. Recent Accounting Pronouncements

The Authority has adopted GASB Statement No. 77, Tax Abatement Disclosures. This statement requires state and local
governments, for the first time, to disclose information about tax abatement agreements. It also requires governments to disclose
information about their own tax abatements separaiely from information about tax abatements that are entered into by other

governments and reduce the reporting government’s fax revenues. The adoption of GASB Statement No. 77 had no material
effect on the Authority’s December 31, 2016 financial statements.

The Authority has adopted GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit
Pension Plans, This statement amends the scope and applicability of GASB 68 to exclude pensions provided to employees of
state or local governmental employers through a cost-sharing multiple-employer defined benefit pension plan that: (1) is not a
state or local governmental pension plan; (2) is used to provide defined benefit pensions both to employees of state or local
governmental employers and fo employees of employers that are not state or local governmental employers; and (3) has no
predominant state or local governmental employer (either individually or collectively with other state or local governmental
employers that provide pensions through the pension plan). This statement also establishes requirements for recognition and
measurement of pension expense, expenditures, and liabilities; note disclosures; and required supplementary information for
pensions that have the characteristics described above. The adoption of GASE Statement No. 78 had no material effect on the
Authority’s December 31, 2016 financial statements,



FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 2 — CASH DEPOSITS AND INVESTMENTS
Cash and investments may be invested in the following HUD and Tennessee State approved vehicles:

Direct obligations of the federal government backed by the full faith and credit of the United States;
Obligations of government agencies;

Securities of government sponsored agencies,

Demand and savings deposits; and,

Time deposits and repurchase agreements.

At December 31, 2016, cash was in bank deposits or money market accounts, and investments were in certificates of deposit, all
of which were insured or collateralized with securities held by the Authority or by its agent in the Authority’s name. The

investments were in certificates of deposit. Cash and investments balances at December 31, 2016, totaled $621,611 and
$647.871, respectively.

Interest Rate Risk — The Authority’s formal investment policy does not specifically address the exposure to this risk.

Credit Risk — The Authority’s formal investment policy does not specifically address credit risk. Credit risk is generally
evaluated based on the credit ratings issued by nationally recognized statistical rating organizations.

Custodial Credit Risk ~ The Authority’s policy is to limit credit risk by adherence to the list of HUD permitted investments,
which are backed by the full faith and credit of or a guarantee of principal and interest by the U.S. Government,

Concentration of Credit Risk — The Authority’s investment policy does not restrict the amount that the Authority may invest in
any one issuer,

Cusiodial Credit Risk as it applies to Tennessee State Law — The Authority’s policies limit deposits and investments to those
instruments allowed by applicable state laws. State statutes require that all deposits with financial institutions must be
collateralized by securities whose market value is equal to 105% of the value of uninsured deposiis. The deposits must be insured
by federal depository insurance or the Tennessee Bank Collateral Pool, or collateralized by coflateral held by the Authority’s
agent in the Authority’s name, or by the Federal Reserve Banks acting as third party agents. State statntes also authotize the
Authority to invest in bonds, notes or treasury bills of the United States or any of its agencies, certificates of deposit at Tennessee
state chartered banks and savings and loan associations and federally charfered banks and savings and loan associations,
repurchase agreements utilizing obligations of the United States or its agencies as the underlying securities and the state pooled
investment fund. Statutes also require that securities underlying repurchasc agreements must have a market value of at least equal
to the amount of funds invested in the repurchase transaction. As of December 31, 2016, all deposits and investments were fully
collateralized or insured.



FRANKIIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 3 — CAPITAL ASSETS

A. Changes in Capital Assets
Capital asset activity for the vear ended December 31, 2016, was as follows:

Beginning Ending
Balance Additions  Retirements Reclassifications Balance
Capital assets not being depreciated
Land $ 569084 % - % - % - § 569,084
Construction in progress 232,364 257,719 - (178,073) 312,010
Total capital assets not being depreciated 801,443 257,719 - (178,073) 881,094
Capital assets being depreciated
Buildings and improvements 12,525,239 163,474 - 161,787 12,850,500
Equipment 528453 26,271 - 16,286 571,010
Total capital assets being depreciated 13,053,692 189,745 - 178,073 13,421,510
Less accumulated depreciation for:
Buildings and improvements (8,153,156) (374,955) - - (8,528,111)
Equipment {431,861) (38,650) - - {470,551)
Total accumulated depreciation (8,585,017 (413,645) - - (8,998,662}
Capital assets, net $ 5270023 § 33819 § - 3 - § 5303942

B. Capital Contributions

The Authority receives capital grants from HUD. The Authority recognized $182,136 in capital contributions for the fiscal year
ended December 31, 2016.

C. Commitments
At December 31, 2016, the Authority had one uncompleted construction contract with SDT Contractors, Inc. in the amount of
$35,602. This construction commitment was for the concrete parking and sidewalk replacement project.

NOTE 4 - LOAN LIABILITIES

On Awgust 30, 2012, the Authority entered inio an agreement (Grant Note) with the Tennessee Housing Development Agency
(THDA) for a $1,000,000 grant from the Housing Trust Fund. The agreement terms describe in the Grant Note state that the loan
bears a zero percent interest rate per annum. Additionally, a 20 percent reduction of the original principal sum due will occur
annually, as long as the conditions in the Grant Note are met. As of December 31, 2016 there was $200,000 outstanding on the

note. The Authority expects for all $200,000 of the remaining outstanding note payable to be forgiven and reduced within the
next fiscal year,

On August 5, 2015, the Authority entered into an agreement (Grant Notc) with the Tennessee Housing Development Agency
{THDA) for a $500,000 grant from the Housing Trust Fund, The agreement terms describe in the Grant Note state that the loan
bears a zero percent interest rate per annum, Additionally, a 20 percent reduction of the original principal sum due will occur
annuvally, as long as the conditions in the Grant Note are met. As of December 31, 2016 there was $350,000 outstanding on the
note. The Authority expects for $100,000 of the outstanding note payable to be forgiven and reduced within the next fiscal year.
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 5 - NONCURRENT LIABILITIES

Noencurrent liabilities at December 31, 2016 consisted of the following:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year
FSS escrowed Labilities $ 24393 % 45434 % 12339 § 57488 % 25028
Accrued compensated absences 44,170 8,463 - 52,633 15,791
Loan liahilities 400,000 450,000 300,000 550,000 300,000
Total noncurrent liabilities h) 468,563 § 503,897 § 312339 % 660,121 § 340,819

NOTE 6 — PENSION PLAN (DEFINED CONTRIBUTION)

The Authority provides pension benefits for its eligible full-time employees through the Housing Renewal & Local Agency
Retirement Plan (HRLARP), a defined contribution plan administered by Housing Agency Retirement Trust (HART). The plan
was adopted by the Board of Commissioners and only the Board has the authority to approve any amendments to the plan, In a
defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings. All employees are
eligible for the plan on the first of the month following the employee’s one-year employment anniversary date. Employees
confribute 1.5% and the Authority contributes 13% of the employees’ base salary each month, The Authority’s conttibutions for
each employee {and interest allocated to the employee’s account) are vested 20% annually for each year of participation. An
emplayee is fully vested after five years of participation or immediately in the event of an employee’s death or disability prior to
retirement. Contributions to the Plan for the year ended December 31, 2016 were $83,189 and $12,717 by the Authority and the
employees, respectively.

NOTE 7 - RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and

omissions; injuries to employees; and natural disasters. The Authority has mitigated this risk by obtaining insurance coverage

from commercial insurance companies. Premiums paid for insurance coverage are recorded as expenses of the funds affected.
The various insurance policies are subject to deductible amounts and maximum coverages. If the deductibles and maximums are
exceeded, this could cause the Authority to suffer losses if a foss is incurred from any such incidents. The uitimate outcome of
uninsured losses cannot presently be deterinined, and no provision for any liability that may result, if any, has been made in the
financial statements. During the current year and the prior three years, settled claims have not exceeded coverage levels, and
insurance coverage, by major categories of risk, is consistent with prior year.

NOTE § - CONCENTRATION OF RISK

The Authority receives most of its funding from HUD. These funds and grants are subject to modification by HUD depending on
availability of funding.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

Grants

Amounts received or receivable from HUD are subject to audit and adjustment by grantor agencies. If expenses are disallowed
as a result of these audits, the claims for reimbursement to the grantor agency would become a liability of the Authority. In the
opinion of management, any such adjustiments would not be significant,
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FoOR YEAR ENDED DECEMBER 31, 2016

NOTE 10 - BLENDED COMPONENT UNIT

Condensed combining information for the Authority’s blended component unit, Franklin Housing Collaborative, for the year
ended December 31, 2016 is presented as follows:

CONDENSED STATEMENT OF NET POSITION

December 31, 2016
ASSETS
Current assets $ 517,573
Noncurrent assets 252,283
Total assets 769,856
LIABILITIES
Current liabilities 16,222
Total liabilities 16,222
NET POSITION
Net investment in capital assets 152,283
Restricted 21,943
Unrestricted 579,408
Total net position $ 753,634

CONDENSED STATEMENT OF REVENULS, EXPENSES, AND CHANGES IN FUND NET POSITION
For Year Ended December 31, 2016

OPERATING REVENUES (EXPENSES)

Operating revenues _ $ 606,862
Operating expenses (314,513)
Operating income (loss) 292,349
Change in net position 292,349
Total net position - beginning of the ycar 461,285
Total net position - end of the year $ 753,634
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 10 -- BLENDED COMPONENT UNIT {Continued)

CONDENSED STATEMENT OF CASH FLOW
For Year Ended December 31, 2016

NET CASH PROVIDED (USED) BY:
Operating activities h) (43,260)
Capital and related financing activities (94,375)
Net increase {decrease) in cash and
cash equivalents {137,635)
Cash balances - beginning of the year 441,274
Cash balances - end of the year $ 303,639
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FRANKLIN HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2016

NOTE 11 - TRANSACTIONS WITH DISCRETELY PRESENTED COMPONENT UNITS

Notes Receivable. The Authority’s notes receivable consist solely of amounts loaned to and due from the discretely presented

component units. As of December 31, 2016, notes receivable, which include accrued interest receivable, were composed of the
following:

The Autherity loaned $1,000,000 to Senior Residence at Reddick Street, LP as evidenced by a Promissory Note
issued to the Authority dated August 30, 2012, The loan & comprised of Housing Trust Fund (HTF) Competitive
Grant Program finds originally borrowed by the Authority from the Tennessee Housing Development Agency
(THDA} and then in turn leaned by the Authority to Senior Residence at Reddick Street, LP for the development
of the Senior Residence Project, all of which i agreed to in detail in the Subordination Agreement, the HTF
Working Agreement, and the Promissory Note. The Note has an interest rate of 5.00% per anmutm, compounded
annually, with a maturity of 40 years from the date of the promissory note. Payment of principal and accrued
interest are payable to the Authority from Senior Residence at Reddick Street, LP's surplus cash in the priority of
distributions of net cash flows as outlined in the Partnership Agreement. The Authority does not expect to receive
any repayment on the Notes Receivables within the next fiscal year, $ 1,204,621

The Authority loaned $500,000 to Senior Residence at Reddick Street, LP as evidenced by a Promissory Note
issued to the Authority dated August 30, 2012. The loan is comprised of HUD Operating Fund Financing Program
funds originally borrowed by the Authority from Suntrust Bank and then in turn loaned by the Authority to Senior
Residence at Reddick Street, LP for the development of the Senior Residence Project, all of which is agreed to in
detail in the Authority Public Housing Loan Agreement and the Premissory Note. The Note has an interest rate of
5.00% per annum until the date or repayment in full of this Note, with a maturity of 40 years from the date of the
promissory note. Payment of principal and accrued interest are payable to the Authority from Senior Residence at
Reddick Street, LP's surplis cash in the priority of distributions of net cash flows as outlined in the Partnership
Agreement. The Authority does not expect to receive any repayment on the Notes Receivables within the next
fiscal year, 322,697

The Authority leaned $562,000 to Reddick Street Associates I, LP as evidenced by 2 Promissory Notes issued to
the Authority dated Angust 3, 2015, Note A is a promissory note in the amount of $512,000 comprised of Capital
Funds that have been defederalized pursuant to the RAD Requircments. Note B is a promissory note in the amount
of $50,000 comprised of CDBG Funds made available through a CDBG Contract for use in accordance with the
CDBG Contract. Both Notes have an interest rate of 1.00% per annum, with a maturity of 40 years from the date
of the promissory notes. Payment of principal and accrued interest are payable to the Authority from Reddick
Strect Associates I, LP's surplus cash in the priority of distrbutions of net cash flows as outlined in the Partnership
Agreement, The Authority does not expect to receive any repayment on the Notes Receivables within the next
fiscal year. 510,017

The Authority loaned $500,000 to Reddick Street Associates I, LP as evidenced by a Promissory Note issued to
the Authority dated August 5, 2015, The loan i comprised of Housing Trust Fund (HTF) Competitive Grant
Program funds originally borrowed by the Authority from the Tennessee Housing Development Agency (THDA)
and then in turn loaned by the Authority to Reddick Sireet Associates I, LP for the development of the Reddick
Street Project, all of which is agreed to in detail in the Subordination Agreement, the HTF Working Agreement,
and the Promissory Note. The Note has an interest rate of 5.00% per annum, compounded annually, with a
maturity of 40 years from the date of the promissory note. Payment of principal and accrued interest are payable
to the Authority from Reddick Street Associates I, LP's surplus cash in the priority of distributions of net cash
flows as outlined in the Partnership Agreement. The Authority does not expect to receive any repayment on the
Notes Receivables within the next fiscal year. 456,081

Total noncurrent notes receivable (principal and interest) $ 2493416

23
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FOR YEAR ENDED DECEMBER 31, 2016

NOTE 11 - TRANSACTIONS WITH DISCRETELY PRESENTED COMPONENT UNITS (Continued)

Ground Lease,

The Authority and Senior Residence at Reddick Street, L.P entered into a ground lease for land which the apartment complex is
located. The cost of the ground lease is $1 per year, paid in advance. The lease commenced on August 30, 2012 and expires
August 30, 2111.

The Authority and Reddick Street Associates I, L.P. entered into a 99 year ground lease for land which the apartment complex is
located. The cost of the ground lease is $1 per year, paid in advance. The lease commenced on August 5, 2015 and expires
August 30,2114

NOTE 12 - INTER-PROGRAM BALANCES

Inter-program balances at December 31, 2016 consisted of the following:

Interprogram Due

From Interprogram Due To

Low Rent Public Housing Program $ 9508 b -
FSS Program Coordinator - (9,508)
Total $ 9,508 $ (9,508)

These inter-program balances exist because in the notmal course of operations, certain programs may pay for common costs or
advance funds to meet the operational needs of other programs which create inter-program receivables or payables. These
balances are expecicd to be repaid within one year from the balance sheet date, In addition, these inter-program balances have
been eliminated in the preparation of the basic financial statements.

NOTE 13 - RESTRICTED NET POSITION

Restricted net position consist of excess Housing Assistance Payment (HAP) funds available to the Authority under the Scction 8
Housing Choice Vouchers program, funds available under the Low Rent Public Housing Program that represent unused
Operating Fund reserves released by HUD to the Authority and restricted for future financing of constructing affordable housing
vnits, and restricted scholarship funds that are available under Franklin Housing Collaborative, the Authority’s blended
component unit. Total restricted net position related io excess HAP was $59,605 as of the end of the fiscal year. Total restricted
net position related to program income funds restricted for future financing of constructing affordable housing units was $93,960

as of the end of the fiscal year. Lastly, restricted net position related to the donated funds restricted for future scholarships was
$21,943,

NOTE 14 — SUBSEQUENT EVENTS

Events that occur after the balance sheet 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 the conditions that existed at the
balance sheet date are recognized in the accompanying financial statements. Subsequent events which provide evidence about
conditions that existed after the balance sheet date require disclosure in the accompanying notes, Management evaluated the
activity of the Authority through June 29, 2017, (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.
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FRANKLIN HOUSING AUTHORITY
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FOR YEAR ENDED DECEMBER 31, 2016

NOTE 15 - FINANCIAL DATA SCHEDULE

The Authority prepares its financial data schedule in accordance with HUD requirements in a prescribed format, The schedule’s
format excludes depreciation expense from operating activities, and includes investment revenue and capital grant revenue in
operating activities, and reflects tenant revenue and bad debt expense separately, which differs from the presentation of the basic
financial statements. Additionally, the schedule shows two prior period adjustments for the discretely presented component unit;
however, one of these related to Reddick Street Associates I, L.P, in the amount of $1,777,637, is shown on the face of the
financial statements as beginning equity for the newly included Reddick Strect Associates 1, L.P. financial statements. The other
prior period adjustment amounting to (§1,847,659) relates to a correction of errors to Senior Residence at Reddick Street, L.P.’s
beginning capital assets, net of depreciation balance. These events had no effect on current year income,
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FRANKILIN HOUSING AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR YEAR ENDED DECEMBER 31, 2016

Federal Awards
US Department of Housing and Urban Development (HUD):

Low Rent Public Housing 14.850  |TN035-00000156D | § 968,767
Total Low Rent Public Housing Program 268,767
Resident Opportunity and Self Sufficiency 14.870 [TNO3SRPS055A012 29,043
Total Resident Opportunity and Self Safficiency 29,043
Housing Choice Voucher Program 14.871 405,973
Total Housing Cheice Voucher Program 405,‘973
Capital Fund Program 14.872 |TN043P035501-13 138,799
Capital Fund Program 14.872 | TN043P035501-14 131,227
Capital Fund Program 14.872 | TN043P035501-15 206,858
Capital Fund Program 14.872 ITN043P035501-16 182,163
Total Capital Fund Program . 659,047
FSS Program Coordinator 14.896 |TNO35FSH377A015 59,355
Total Resident Opportunity and Seclf Sufficiency 59,355
TOTAL FEDERAL AWARDS EXPENDED $ 2,122,185

Note 1 — 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, 2016. 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). Becanse 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, changes
in net position, or cash flows of the Authority.

-Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized
following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. Negative amounts shown on the Schedule represent adjustments or credits made in the normal
course of business to amounts reported as expenditures in prior years. The Authority has elected to use the 10-percent de minimis
indirect cost rate as allowed under the Uniform Guidance.
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AENDERSON & DEJOHN, LLC
CERTIFIED PUBLIC ACCOUNTANTS

200 CHASE PARK SOUTH, SUITE 220 BIRMINGHAM, AL 35244
PHONE : (205) 982-0992 WWW.HENDERSOMNCFA.COM FAX: (205) 982-0997

Repori on Intermal Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

Independent Auditor’s Report

To the Board of Commissioners
Franklin Housing Authority

We have audited, in accordance with the auditing standards generally accepted in the United States of Ametica and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United
States, the basic financial statements of the Franklin Housing Authority (the “Authority™), as of and for the year ended December
31, 2016, and the related notes to the financial statements, which collectively comprise the Authority’s hasic financial statements,
and have issued our report thereon dated June 29, 2017.

Internal Control over Financial Reporting

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

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

Our consideration of internal control 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 that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether the Authority’s financial statements are free from material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on ihe determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express

such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards. : '

Purpose of this Report

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

Ponddorson, & BoJohm, 1L.C

Birmingham, AL
June 29, 2017
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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

Independent Auditor’s Report

To the Board of Commissioners
Franklin Housing Authority

Report on Compliance for Each Major Federal Program

We have audited the Franklin Housing Authority’s (the “Authority”) compliance 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 cach of the Authority’s major federal programs for the year ended December 31, 2016, The 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 Responsibilify

Management is responsible for compliance with the requirements of laws, regulations, coniracts, and granis applicable to its
federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the 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 U.S,
Code of Federal Regulations (CFR) Part 200, Uniform Adminisirative 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 direci and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the 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 the Authority’s compliance.

Opinion on Each Major Federal Program
In our opinion, the 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 December 31, 2016,

Report on Internal Control over Compliance

Management of the Authority 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 the
Awthority’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 the Authority’s internal control over
compliance.

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

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

over compliance and the results of that testing based on the requirements of the Uniform Guidance, Accordingly, this report is not
suitable for any other purpose.

Hemderson & @oyo/wu, L1

Birmingham, AL
June 29, 2017
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FRANKI,IN HOUSING AUTHORITY
SCHEDULE OF DISPOSITION OF PRIOR YEAR FINDINGS
FOR YEAR ENDED DECEMBER 31, 2016

Financial Statement Findings
None

Major Program Audit Findings
None
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FRANKLIN HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR YEAR ENDED DECEMBER 31, 2016

Section I - Summary of Auditor’s Results
Financial Statements
Type of auditor's report issued: Unimodified

Internal eontrol over financial reporting:

Are any material weaknesses identified? Yes x  No

Are any significant deficiencies identified? Yes % None Reported
Is any noncompliance material to financial statements noted? Yes x _No

Federal Awards

Internal control over major federal programs:

Are any material weaknesses identified? Yes X No

Are any significant deficiencies identified? Yes x__ None Reported

Type of auditor's report issued on compliance for
major federal programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? Yes X No

Identification of major federal programs:
CFDA #14.850 - Low Rent Public Housing Program

Dollar threshold used to distinguish between type A

and type B programs; . §750,000
Auditee qualified as low-risk auditee? X Yes No

Section II - Financial Statement Findings
None

Seetion III - Federal Award Findings
None
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200 CHASE PARK SOUTH, SUITE 220 BIRMINGHAM, AL 35244
FPHOMNE : (205) ©982-0992 WWW.HENDERSONCPA.COM FAX: (205) 982-0997

To the Board of Commissioners
Franklin Housing Authority
Independent Aceountant’s Report on Applying Agreed-Upon Procedure

We have perforined the procedure described in the second paragraph, which was agreed to by the Franklin Housing Authority
(the Housing Authority) and the U.S. Department of Housing and Urban Development, Real Estate Assessment Center (REAC),
solely to assist them in determining whether the electronic submission of certain information agrees with related hard copy
documents included within the Single Audit reporting package. The Housing Authority is responsible for the accuracy and
completeness of the electronic submission. This agreed upon procedures engagement was conducted in accordance with
altestation standards established by the American Institute of Certified Public Accountants. The sufficiency of the procedure is
solely the responsibility of those parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedure described below either for the purpose for which this report has been requested or for any other
purpose.

We compared the electronic submission of the items listed in the “UFRS Rule Information” column with the corresponding
printed documents listed in the “Hard Copy Documents” column. The results of the performance of our agreed-upon procedure

indicate agreement or non-agreement of electronically submitted information and hard copy documents as shown in the chart
below.

We were engaged to perform an audit in accordance with 2 CFR 200 Subpart T, Audit Requirements, for the Housing Authority
as of and for the year ended December 31, 2016, and have issued our reports thereon dated June 29, 2017. The information in the
“Hard Copy Documents” column was included within the scope, or was a by-product, of that audit. Further, our opinion on the
fair presentation of the Housing Authority’s Financial Data Schedule (FDS) dated June 29, 2017, was expressed in relation to the
basic financial statements of the Housing Authority talen as a whole.

A copy of the reporting package required by OMB, which includes the audiior’s reports, is available in its entirely from the
Housing Authority. We have not performed any additional auditing procedures since the date of the aforementioned audit

reports. Further, we take no responsibility for the security of the information transmitted electronically to the U.S. Department of
Housing and Urban Develepment, REAC.

This report is intended solely for the information and use of the Housing Authority and the U.S. Department of Housing and
Urban Development, REAC, and is not intended to be and should not be used by anyone other than these specified parties.

Does Not
Procedure  UFRS Rule Information Hard Copy Docuinents Agrees Agree
Financial Data Schedule,
1 Balance Sheet and Revenue and Expense all CEFDAs, If applicable X
Footnotes to audited basic financial
2 Footnotes statements X
Auditor's supplemental report on
3 Type of opinion en FDS FDS X
Schedule of Findings and
4 Audit findings narrative Questioned Costs X
General Information OMB Data Collection Form X

Schedule of Findings and
Questioned Costs, Part 1 and OMB
6 Financial Statement report information Data Collection Form X

Schedule of Findings and
Questioned Costs, Part 1 and OMB

7 Federal program report information Data Collection Form X
8 Type of Compliance Requirement OMB Data Collection Form X
Basic financial statements and auditor
reports required to be submitted Basic financial statements
9 electronically (inclusive of auditor reports) X
Honderson & @&?ﬂ/ﬂm, ZLE

Birmingham, AL
June 29, 2017
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