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ASSURAMCE F  ACCOUNTING / TAaX 4/ ADVISORY

INDEPENDENT AUDITORS' REPORT

To The Board of Commissioners
Worcester Housing Authority
Worcester, Massachusetts

Report on the Financial Statements

We have audited the accompanying financial statements of the Worcester Housing Authority, Worcester, MA, as
of March 31,2015 and 2014, and for the years then ended, and the related notes to the financial statements, which
collectively comprise the Worcester Housing Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

The Worcester 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 preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ 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 ofthe Worcester Housing Authority, as of March 31, 2015 and 2014, and the respective changes
in financial position and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America (GAAP).
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s Discussion
and Analysis and the Schedule of Funding Progress be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audits 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Worcester Housing Authority’s basic financial statements. The supplemental information presented on pages
22 through 38, as listed in the table of contents, and the Schedule of Expenditures of Federal Awards, as required
by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The supplemental information presented on pages 22 through 38 and the Schedule of Expenditures of Federal
Awards are the responsibility of management and was 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 to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the supplemental information presented on pages 22 through 38 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 issued our report dated October 1, 2015 on our
consideration of the Worcester 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 control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audits.
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

The Worcester Housing Authority (the Authority) Management’s Discussion and Analysis 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 individual fund
issues or concerns.

Since Management’s Discussion and Analysis (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
e During 2015, the Authority’s net position decreased by ($3.3) million or (5%). Since the Authority
engages only in business-type activities, the decrease is all in the category of business-type net

position. Total net position was $65.9 million and $62.5 million for 2014 and 2015, respectively.

e Revenues decreased by $138k or .27% during 2015, and were $51.1 million and $50.96 million for
2014 and 2015, respectively.

e During 2015, total expenses of the Authority’s programs increased by $682k. Total expenses were
$53.6 million and $54.3 million for 2014 and 2015, respectively.

USING THIS ANNUAL REPORT

The Report includes three major sections, the “Management’s Discussion and Analysis (MD&A),” “Basic
Financial Statements,” and “Other Required Supplementary Information:”

MD&A
~ Management’s Discussion
and Analysis ~

Basic Financial Statements
~ Authority-wide Financial Statements ~
~ Notes to Financial Statements ~

Other Required Supplementary Information
~ Required Supplementary Information ~
(other than the MD&A)

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

Authority-Wide Financial Statements

The Authority-wide financial statements are designed to be corporate-like where all business type activities
are consolidated into columns, which add up to a total for the entire Authority.

The balance sheet 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 and related debts and other liabilities.
The balance sheet is presented in a format where assets equal liabilities plus net assets. Assets and liabilities
are presented in order of liquidity and are classified as “Current” (For accounting purposes, the term current
assets is used to designate cash and other assets or resources commonly identified as 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.”

Net position (formerly net assets) represents the cumulative effect of revenue and expenses. It is also the
difference between assets and liabilities. Net position is reported in three broad categories:

Net Position, Invested 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.

Restricted Net Position: This component of Net Position consists of restricted assets, which are assets
that have constraints placed on them by creditors (such as debt covenants), grantors, contributors, laws,
regulations, etc.

Unrestricted Net Position: Consists of Net Position that do not meet the requirements of “Net Position
Invested in Capital Assets,” or “Restricted Net Position.”

The Authority-wide financial statements also include a Statement of Revenues, Expenses and Changes in
Fund Net Position (similar to an Income Statement). This Statement includes Operating Revenues, such as
rental income; Operating Expenses, such as administrative, utilities, maintenance and depreciation; and Non-
Operating Revenue and Expenses, such as capital grant revenue, investment income and interest expense.

The focus of the Statement of Revenues, Expenses and Changes in Fund Net Position is the “Change in Net
Position,” which is similar to Net Income or Loss.

Finally, a Statement of Cash Flows is included, which discloses net cash provided by, or used for operating
activities, non-capital financing activities and capital and related financing activities.

Worcester Housing Authority ~ MD&A
-ii-



WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

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 ensure and demonstrate compliance with finance-related legal requirements.

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

Low Rent Public Housing — (Asset Management Projects (AMPS)) — This program accounts for all
activities relating to the leasing and operation of apartments in buildings that were constructed and are
owned by the Authority. These units are rented to low income families and low income elderly, disabled,
and special needs individuals. The properties were constructed with grants and or loans provided by the
U.S. Department of Housing and Urban Development (HUD). The Authority receives grants from HUD
to subsidize operating deficits. Tenants are charged rents based on a percentage of their income.

Public Housing Capital Fund — HUD provides grant funds to authorities with Low Rent Public Housing
units on a formula basis. The funds are predominantly used to make physical improvements to buildings
and dwelling units owned by the Authority under the Low Rent Public Housing Program. A portion of
these funds may also be used to support operations and to make improvements in the management and
operation of the Authority.

Section 8 Housing Choice Voucher and the Family Self Sufficiency Program (FSS) — HUD 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 the rent not to exceed a
predetermined payment standard.

FSS helps eligible individuals acquire the skills and experience needed to obtain work that pays a living
wage, and also offers them an opportunity to save towards home-ownership. The Authority works with
welfare agencies, schools, businesses, and other local partners to help FSS participants access services
including but not limited to; child care, transportation, education and training, and home-ownership
counseling.

Section 8 Moderate Rehabilitation — The moderate rehabilitation program provides project-based rental
assistance for low income families. Assistance is limited to properties previously rehabilitated pursuant to
a housing assistance payments (HAP) contract between an owner and the Authority. Under the contract,
the owner receives a subsidy equal to the difference between an approved contract rent and the tenant’s
share of the rent determined under HUD Section 8 regulations.

Resident Opportunities and Self Sufficiency (ROSS) — ROSS links public housing residents with
supportive services, resident empowerment activities, and assistance in becoming economically self-
sufficient. Grants are received from HUD pursuant to a detailed application submitted by the Authority.

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

Central Office Cost Center (COCC) — This program tracks common overhead expenses incurred by the
Authority. To offset these common expenses, the COCC receives monthly a property management,
bookkeeping and asset management fee from the AMPs. Additionally the COCC receives from the
Section 8 Housing Choice Voucher Program and from the State programs a monthly property
management and bookkeeping fee.

State and Local Programs — The Authority operates the following state and local programs:

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

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.

Massachusetts Rental Voucher Program (MRVP)—DHCD provides grants to subsidize rents paid by
low income families and individuals who rent dwelling units from private landlords. Qualified
applicants are issued vouchers which may be used by the applicant to obtain housing in the private
rental market. The Authority subsidizes the landlord for the difference between the rent requested and
the tenant’s share of the rent not to exceed a contract amount.

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.

A Better Life (ABL) — This program helps residents become self-sufficient by offering interested
applicants a faster means to secure an apartment for their family compared to the standard waiting
time for a public housing apartment. In return, the applicant agrees to do those things necessary to
provide their family with a better life and move toward self-sufficiency and out of public housing.

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

AUTHORITY-WIDE STATEMENTS
Statement of Net Position

The following table reflects the condensed Statement of Net Position compared to prior year. The Authority
is engaged only in Business-Type Activities.

STATEMENTS OF NET POSITION

March 31,2015 and 2014
015 2014 Change % Change
Current Assets $ 17,227,441 $ 13,381,295 $ 3,846,146 28.74%
Capital Assets 65,506,268 69,913,272 (4,407,004) -6.30%
Other Noncurrent Assets 508.445 473.963 34.482 7.28%
Total Assets 83.242.154 83.768.530 (526,376) -0.63%
Current Liabilities 7,168,752 4,635,576 2,533,176 54.65%
Noncurrent Liabilities 13.555.821 13.281.425 274.396 2.07%
Total Liabilities 20,724,573 17.917.001 2.807.572 15.67%
Net Invested in Capital Assets 58,214,214 61,821,516 (3,607,302) -5.84%
Restricted 1,583,176 1,723,380 (140,204) -8.14%
Unrestricted (Deficit) 2.720.191 2.306.633 413.558 17.93%
Total Net Position $ 62,517.581 $ 65.851,529 $ (3.333.948) -5.06%

For more detailed information see page 1 for the Statement of Net Position.
Major Factors Affecting the Statement of Net Position

During 2015, current and other assets were increased by $3,880,628 and current liabilities were increased by
$2,533,176. The current and other assets are primarily cash, investments and accounts receivable. The
increase in cash, both restricted and unrestricted, explains the significant increase in current assets.

The significant increase in cash is due to decreased spending from operations, increased grant funding for
large capital projects, and an increase in operating revenue and subsidy. The increase in current liabilities is
due mostly to the increase in accrued liabilities and accounts payable at the end of the year for insurance,
utilities, and modernization costs. The WHA was also over funded in its State conventional housing program
by $740,000 (part of the accounts payable to government at year end). All other categories in current
liabilities are consistent from 2014 to 2015.

Capital assets decreased overall due to depreciation expense of $9,774,034 in 2015. There were over $5
million in capital additions from State and Federal Modernization projects. The purchases of equipment
exceeded disposals, showing an increase of equipment for the year of $168,000. While the results of
operations are a significant measure of the Authority’s activities, the analysis of the changes in Unrestricted

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

Net Position, as presented below, provides a clearer change in financial well-being.
Statement of Revenues, Expenses and Changes in Net Position

The following schedule compares the revenues and expenses for the current and previous fiscal year. The
Authority is engaged only in Business-Type Activities.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the years ended March 31, 2015 and 2014

015 2014 Change % Change

Revenue

Non-operating Revenues $ 39,138,857 $ 39,555,472 $ (416,615) -1.05%
Operating Revenues 11.819.632 11.541.283 278.349 241%
Total Revenues 50.958.489 51.096.755 (138.266) -0.27%
Expenses

Housing assistance payments 16,309,748 15,839,121 470,627 2.97%
Administration 10,675,093 10,303,907 371,186 3.60%
Repair and maintenance 8,817,206 9,187,608 (370,402) -4.03%
Depreciation expense 9,774,034 9,249,078 524,956 5.68%
Utilities 6,424,890 6,350,993 73,897 1.16%
Tenant services 119,683 146,506 (26,823) -18.31%
Insurance expense 721,880 926,857 (204,977) -22.12%
Other general expenses 603,369 663,323 (59,954) -9.04%
Protective services 499,005 447,721 51,284 11.45%
Interest expense 347.529 494,828 (147.299) -29.77%
Total Expenses 54.292.437 53.609.942 682.495 1.27%
Change in Net Position (3,333,948) (2,513,187) (820,761) 32.66%
Net Position - Beginning of Year 65.851.529 68.364.716 (2.513.187) -3.68%
Net Position - End of Year $ 62.,517.581 $ 65.851.529 $ (3,333,948) -5.06%

Major Factors affecting the Statement of Revenue, Expenses and Changes in Net Position

Tenant revenue was constant in 2015 and only went up 1% from 2014. Federal Operating Subsidy was funded
at an 88% proration during the FY 2015, compared to 86% in 2014. Capital grants spending increased on the
federal side by 76% during 2015 as the authority worked on several capital projects. The last quarter of the
FY the Section 8 program increased by 1,154 new vouchers and their related HAP dollars of $1.6 million.
Other income went up due to increased fraud collection on Section 8 and antenna rentals. We continue to
receive utility rebates, but significantly lower than prior years. We also received a large insurance settlement
from two fires. Interest income increased 20% due to an increase in available cash invested in interest bearing
sweep accounts.

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

Utility costs increased by 1%. Rising costs in water and sewer were mostly offset by reductions in contracted
rates for gas and electricity that represented a significant cost savings, while the savings from our ESCO
energy savings program continue to deliver consumption savings. The Authority’s Section 8 program’s
payments to landlords increased due to the new allocation of vouchers (1,154) in the last quarter of our FY
2015, representing an 11% increase from 2014 to 2015. The financial statements in 2015 also include the
revenue and related HAP expense of our portability program of $1,240,633.

Tenant services decreased (18%) due to the reduction of both a State transitional program and resident
program coordinator funds. Administrative expenses increased 6% in 2015, due to cost of living increases
(3%) and related benefits and due to the addition of staff to process and administer new programs and the
additional Section 8 vouchers. The Authority continues to have a GASB 45 annual cost of $1,058,288 which
affects our employee benefits costs agency-wide.

Repairs and maintenance decreased by (3%). The Authority experienced a slowdown in non-capital projects
due to on-going reduced subsidy funding and utilized capital grants judiciously while rebuilding reserves.
Our protective services increased by 11%; insurances decreased by (22%), due to premium rebates and a
significant reduction in workmen’s compensation expense.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of year-end 2015, the Authority had $65.5 million invested in a variety of capital assets as reflected in the
following schedule, which represents a net decrease (additions, disposals, and depreciation) of $4.4 million, or

(6.3%) from the end of last year 2014.

CAPITAL ASSETS AT YEAR-END

CAPITAL ASSET ANALYSIS
March 31, 2015 and 2014
2015 2014 Change % Change
Land § 2265587 $§ 2265587 § - 0.00%
Buildings 219,845,967 215,845,577 4,000,390 1.85%
Furniture and equipment 4,198,040 4,029,961 168,079 4.17%
Construction in progress 8.490.004 7.167.052 1.322.952 18.46%
Total capital assets 234,799,598 229,308,177 5,491,421 2.39%
Accumulated depreciation (169.293.330) (159.394.905) (9.898.425) 6.21%

Capital assets, net of accumulated depreciation _§ 65506268 § 69913272 3§ (4.407.004) -6.30%

This year’s major additions related to modernizing the Authority’s Federal and State housing developments.
There was an increase of equipment with new purchases which included a maintenance truck, other
maintenance equipment, computers, office equipment and furnishings.

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2015

Debt Outstanding

As of year-end, the Authority had $7.29 million in debt (bonds, notes, etc.) outstanding. The Authority has
completed ESCO projects that resulted in the beginning of debt service payments in FY 2011. We paid
principal payments of $799,704 and interest payments of $ 347,529 during FY 2015. The only debt service in
the future with be related to the Federal ESCO project. The Authority will incur annual debt service payments
of $836,418 in FY 2016.

LLONG TERM DEBT ANALYSIS
March 31,2015 and 2014

2015 2014 Change % Change

Long term debt $ 7,292,052 $ 8091756 §  (799.704) -10%

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

e Federal funding provided by Congress to the Department of Housing and Urban Development

o Labor and Industries dictate rates based on current rates in construction which can affect maintenance
wage rates

e Local inflationary, residual impact from the recent recession, and employment trends, which can
affect resident incomes and therefore the amount of rental income

o Inflationary pressure on utility rates, supplies and other costs

FINANCIAL CONTACT

The individual to be contacted regarding this report is Peter Fifield, Deputy Director of Finance of the
Worcester Housing Authority at (508) 635-3110. Specific requests may be submitted to the Worcester
Housing Authority at 40 Belmont Street, Worcester, MA 01605.

Worcester Housing Authority ~ MD&A
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WORCESTER HOUSING AUTHORITY

STATEMENTS OF NET POSITION

March 31, 2015 and 2014
2015 2014
ASSETS
Current Assets:
Cash and cash equivalents - Note 4 $ 13,057,392 9,594,910
Restricted cash and cash equivalents - Notes 4 & 5 2,260,140 2,413,542
Accounts receivable, net - Note 6 942,949 578,289
Prepaid expenses and other current assets 966.960 794.554
Total Current Assets 17.227.441 13.381.295
Noncurrent Assets:
Restricted cash and cash equivalents - Notes 4 & 5 508,445 473,963
Capital assets, net of accumulated depreciation - Note 7 65.506,268 69.913.272
Total Noncurrent Assets 66.014.713 70.387.235
Total Assets 83.242.154 83.768.530
LIABILITIES
Current Liabilities:
Current portion of long term debt - Note 9 836,418 799,705
Accounts payable 1,110,622 142,224
Accounts payable, HUD 33,970 23,533
Accounts payable, other government 744,727 409,501
Accrued wages and current portion of compensated absences 830,872 780,292
Other current liabilities 2,157 2,187
Other accrued expenses 1,635,259 1,475,038
Unearned revenue 1,301,117 343,539
Tenant security deposits 673,610 659.557
Total Current Liabilities 7,168.752 4,635.576
Noncurrent Liabilities:
Long term debt, net of current portion - Note 9 6,455,634 7,292,051
Accrued compensated absences, net of current portion - Note § 262,932 245,448
Other noncurrent liabilities - Note 8 509,003 473,963
OPEB liability - Notes 8 & 12 6.328.252 5.269.963
Total Noncurrent Liabilities 13.555.821 13.281.425
Total Liabilities 20.724.573 17.917.001
NET POSITION
Net investment in capital assets 58,214,214 61,821,516
Restricted - Note 3 1,583,176 1,723,380
Unrestricted (deficit) 2,720.191 2.306.633
Total Net Position $ 62,517,581 65,851,529

See Accompanying Notes
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WORCESTER HOUSING AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
For the years ended March 31, 2015 and 2014

2015 2014
OPERATING REVENUES
Tenant rental income 10,145,260 $ 10,029,794
Other revenue 1,674,372 1.511.489
Total Operating Revenues 11.819.632 11.541.283
OPERATING EXPENSES
Housing assistance payments 16,309,748 15,839,121
Administration 10,675,093 10,303,907
Depreciation expense 9,774,034 9,249,078
Repair and maintenance 8,817,206 9,187,608
Utilities 6,424,890 6,350,993
Insurance expense 721,880 926,857
Other general expenses 603,369 663,323
Protective services 499,005 447,721
Tenant services 119.683 146.506
Total Operating Expenses 53.944.908 53.115.114
Operating Loss (42.125.276) (41.573.831)
NONOPERATING REVENUES (EXPENSES)
HUD grants and contributions 28,544,329 28,149,723
Other government grants and contributions 4,792,919 4,660,630
Interest and investment revenue 65,401 54,160
Interest expense (347.529) (494.828)
Total Nonoperating Revenues 33.055.120 32,369,685
Loss before Capital Contributions and Transfers (9.070.156) (9.204.146)
CAPITAL CONTRIBUTIONS & TRANSFERS
HUD capital grants and contributions 3,234,107 1,827,575
Other government capital grants and contributions 2.502.101 4.863.384
Total Capital Contributions and Transfers 5,736,208 6.690.959
Change in Net Position (3,333,948) (2,513,187)
Net Position - Beginning of Year 65.851.529 68.364.716
Net Position - End of Year 62,517,581 $  65,851.529

See Accompanying Notes
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WORCESTER HOUSING AUTHORITY

STATEMENTS OF CASH FLOWS
For the years ended March 31, 2015 and 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from tenants
Other operating receipts
Payments to employees
Payments to suppliers

Net cash used in operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
HUD grants
Other government grants
Net cash provided by noncapital financing activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Other government capital grants
HUD capital grants
Interest expense
Payments on long term debt
Acquisitions of capital assets

Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received

Net cash provided by investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2015 2014
10,264,590 $ 10,060,720
1,684,751 1,201,468
(13,878,882) (14,272,531)
(28.077.087) (27.806.613)
(30.006.628) (30.816.956)
29,254,166 28,237,983
5,167,461 5911.684
34,421,627 34,149,667
2,360,242 4,791,328
3,017,183 1,843,562
(347,529) (494,828)
(799,704) (4,268,016)
(5.367.030) (3.275.629)
(1.136.838) (1.403.583)
65.401 54,160
65.401 54,160
3,343,562 1,983,288
12.482.415 10,499,127
15825977 §  12.482.415

See Accompanying Notes
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WORCESTER HOUSING AUTHORITY

STATEMENTS OF CASH FLOWS — (Continued)
For the years ended March 31, 2015 and 2014

2015 2014
Reconciliation of operating loss to net cash used in operating activities:
Operating loss $ (42,125276) § (41,573,831)
Adjustments:
Depreciation 9,774,034 9,249,078
Change in assets and liabilities:
(Increase) decrease in accounts receivable, tenants 10,914 (38,160)
(Increase) decrease in accounts receivable, other 151,851 (175,979)
(Increase) decrease in prepaid expenses and other current assets (172,406) 16,228
(Decrease) increase in accounts payable 968,398 9,667
(Decrease) increase in accounts payable, other government 2 96
(Decrease) increase in compensated absences and accrued wages 68,064 (80,847)
(Decrease) increase in OPEB liability 1,058,289 986,445
(Decrease) increase in accrued expenses and other current liabilities 195,231 705,584
(Decrease) increase in tenant security deposits 14,053 55,336
(Decrease) increase in deferred operating revenue 50.218 29.427
Net cash used in operating activities $ (30,006,628) $ (30.816.956)

See Accompanying Notes



WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 1 - ORGANIZATION

The Worcester Housing Authority (the Authority) was incorporated under the laws of the Commonwealth
of Massachusetts. The Authority operates under a board of commissioner form of government to provide
safe and decent housing to low and moderate income families and elderly individuals.

The Authority maintains its accounting records by program and operates the following programs:

Low Rent Public Housing — (Asset Management Projects (AMPSY) - This program accounts for all
activities relating to the leasing and operation of apartments in buildings that were constructed and
are owned by the Authority. These units are rented to low income families and low income elderly,
disabled, and special needs individuals. The properties were constructed with grants and or loans
provided by the U.S. Department of Housing and Urban Development (HUD). The Authority
receives grants from HUD to subsidize operating deficits. Tenants are charged rents based on a
percentage of their income.

Public Housing Capital Fund — HUD provides grant funds to authorities with Low Rent Public
Housing units on a formula basis. The funds are predominantly used to make physical improvements
to buildings and dwelling units owned by the Authority under the Low Rent Public Housing Program.
A portion of these funds may also be used to support operations and to make improvements in the
management and operation of the Authority.

Section 8 Housing Choice Voucher and the Family Self Sufficiency Program (FSS)—~HUD 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 the rent
not to exceed a predetermined payment standard.

FSS helps eligible individuals acquire the skills and experience needed to obtain work that pays a
living wage, and also offers them an opportunity to save towards home-ownership. The Authority
works with welfare agencies, schools, businesses, and other local partners to help FSS participants
access services including but not limited to; child care, transportation, education and training, and
home-ownership counseling.

Section 8 Moderate Rehabilitation — The moderate rehabilitation program provides project-based
rental assistance for low income families. Assistance is limited to properties previously rehabilitated
pursuant to a housing assistance payments (HAP) contract between an owner and the Authority.
Under the contract, the owner receives a subsidy equal to the difference between an approved
contract rent and the tenant’s share of the rent determined under HUD Section 8 regulations.

Resident Opportunities and Self Sufficiency (ROSS) — ROSS links public housing residents with
supportive services, resident empowerment activities, and assistance in becoming economically self-
sufficient. Grants are received from HUD pursuant to a detailed application submitted by the
Authority.

5.



WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 1 - ORGANIZATION — (Continued)

Central Office Cost Center (COCC) — This program tracks common overhead expenses incurred by
the Authority. To offset these common expenses, the COCC receives monthly a property
management, bookkeeping and asset management fee from the AMPs. Additionally the COCC
receives from the Section 8 Housing Choice Voucher Program and from the State programs a
monthly property management and bookkeeping fee.

State and Local Programs — The Authority operates the following state and local programs:

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

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.

Massachusetts Rental Voucher Program (MRVP) — DHCD provides grants to subsidize rents
paid by low income families and individuals who rent dwelling units from private landlords.
Qualified applicants are issued vouchers which may be used by the applicant to obtain housing in
the private rental market. The Authority subsidizes the landlord for the difference between the
rent requested and the tenant’s share of the rent not to exceed a contract amount.

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.

A Better Life (ABL) — This program helps residents become self-sufficient by offering interested
applicants a faster means to secure an apartment for their family compared to the standard
waiting time for a public housing apartment. In return, the applicant agrees to do those things
necessary to provide their family with a better life and move toward self-sufficiency and out of
public housing.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity

The Authority’s financial statements include the accounts of all of the Authority’s operations. The criteria
for including organizations as component units within the Authority’s reporting entity, as set forth in
Section 2100 of GASB’s Codification of Governmental Accounting and Financial Reporting Standards,
include whether:

e the organization is legally separate (can sue and be sued in their own name)

o the Authority holds the corporate powers of the organization

o the Authority appoints a voting majority of the organization’s board

o the Authority is able to impose its will on the organization

o the organization has the potential to impose a financial benefit/burden on the Authority
o there is fiscal dependency by the organization on the Authority

Based on the aforementioned criteria, the Authority has no component units.

B. Basis of Presentation and Accounting

The Authority is a special-purpose government entity engaged only in business-type activities and, as
such, the financial statements are presented as a single enterprise fund.

The Authority’s financial statements are prepared in accordance with GASB Statement No. 34, Basic
Financial Statements and Management’s Discussion and Analysis for State and Local Governments
(“GASB 347) and GASB Statement No. 63, Financial Reporting of Deferred Qutflows of Resources,
Deferred Inflows of Resources, and Net Position (“GASB 63”). GASB 34 and GASB 63 require the basic
financial statements to be prepared using the economic resources measurement focus and the accrual
basis of accounting and requires the presentation of a Statement of Net 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’s 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 disclosures.

The Authority’s primary source of nonexchange 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 No. 33,
Accounting and Financial Reporting for Nonexchange Transactions. Grants received in advance of
expenditures are recorded as a liability until earned.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

B. Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in
the United States of America requires the use of estimates that affect reported amounts of assets,
liabilities, revenues and expenses and related disclosures. Actual amounts could differ from those
estimates.

C. Cash and Cash Equivalents

Cash and cash equivalents consist of cash on deposit with financial institutions and other debt securities
that are readily convertible into cash and purchased with original maturities of three months or less. Also
included in cash equivalents are non-negotiable certificates of deposits, recorded at cost in accordance
with GASB 31.

D. Accounts Receivable

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 using historical experience applied to an aging of
accounts receivable. Accounts receivable from tenants 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. See Note 6 for details of accounts
receivable and allowances at year end.

E. Capital Assets

Capital assets include property, furniture, equipment and machinery with initial, individual costs that
equal or exceed $500 and estimated useful lives of more than one year. 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. Capital assets are depreciated using
the straight-line method over the following estimated useful lives:

Buildings 40 years
Land and Building Improvements 10-15 years
Furniture, Equipment and Machinery 3-7 years




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 2 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

F. Compensated Absences

The Authority’s policy allows employees between 5 days and 25 days of vacation leave depending on
longevity. Sick leave is provided to all employees at the rate of 7.5 to 15 days per year depending on
employment status. Employees are permitted to accumulate and carry over an unlimited number of sick
days to the next fiscal year. An employee may carry over no more than the total number of days of
vacation leave to which the employee is annually entitled into the next vacation year. Personal time is
provided to all employees at the rate of 2 to 4 days per year depending on employment status. Employees
may carry forward to the next fiscal year 1 personal day. Upon retirement, employees will be reimbursed
for all unused vacation, personal and up to 60 days of sick leave. Upon separation from the Authority for
any other reason, employees will be reimbursed for all unused vacation and personal time only. Total
accrued compensated absences at March 31, 2015 and 2014 aggregated $806,609 and $789,245,
respectively.

G. Operating Revenues 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 paragraphs 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
services that do not result from transactions defined as capital and related financing, non-capital and
related financing or investing activities. Operating expenses include wages, housing assistance payments,
utilities, maintenance, depreciation of capital assets, administrative expenses and all other expenses
relating to the provision of safe, decent and affordable housing services that do not result from
transactions defined as capital and related financing, non-capital and related financing or investing
activities.

H. Reclassifications

Certain amounts for the year ended March 31, 2014 have been reclassified to conform with the
presentation of the March 31, 2015 amounts. The reclassifications have no effect on the net income for
the year ended March 31, 2014.

NOTE 3 — NET POSITION: RESTRICTED

At March 31, 2015 and 2014, restrictions of $1,583,176 and $1,723,380, respectively, represent the net
position restricted by HUD related to the Housing Choice Voucher Program to be used for future HAP
payments.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 4 — CASH AND INVESTMENT DEPOSITS

GASB standards require that cash and investment deposits with financial institutions be classified into
one of the following four categories:

Category A — Insured

Category B — Collateralized, with securities held by the entity or by its agent in the entity’s name.
Category C — Collateralized, with securities held by the pledging financial institution’s trust
department or agent in the entity’s name.

Category D — Non-collateralized (Includes any bank balance collateralized with securities held by
the pledging financial institution, or by its trust department or agent, but not in the entity’s name.)

The Authority has adopted HUD’s Investment Regulation PIH 1996-33 as its investment policy. HUD
regulations require that all HUD deposits in financial institutions and investments be fully insured or
collateralized, (category A, B or C) by U.S. Government obligations that have a market value of not less
than the principal amount of the deposits. The policy also requires that investments not have a maturity
period longer than three years.

Custodial Credit Risk — Cash Deposits

In the case of cash deposits, this is the risk that in the event of a bank failure, the Authority’s deposits
may not be returned to it. The Authority does not have a formal policy for custodial credit risk, except
ensuring that it follows the HUD regulations for federal deposits as detailed in a prior paragraph. At
March 31, 2015, the Authority’s cash deposits of $15,825,977 were fully insured or collateralized.

The Authority notes that in accordance with GASB 40, the disclosures for all types of cash deposits with
a financial institution, whether categorized as cash and cash equivalents or as investments are the same
and have been reported and disclosed accordingly in the previous section of the note.

NOTE 5 — RESTRICTIONS ON CASH, CASH EQUIVALENTS AND INVESTMENTS

The current restricted cash and cash equivalents balance consists of funds in the Housing Choice Voucher
Program restricted by HUD for future HAP payments and funds held in escrow as tenant security
deposits. The non-current restricted cash and cash equivalents balance consists of fund held in escrow for
participants in the Federal Family Self Sufficiency Program. These amounts support either a
corresponding liability or restricted net position. At March 31, 2015 and 2014, restricted cash was
categorized as follows:

Category of Restriction 2015 201
HAP Reserves $ 1,583,176 $ 1,746,913
FSS Escrow 508,445 481,035
Tenant Security Deposits 676.964 659.557
Total $ 2768585 $§ 2.887.505




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 6 - ACCOUNTS RECEIVABLE

The following is a detail listing of receivables for the Authority including the applicable allowances for
uncollectible accounts at March 31, 2015 and 2014.

Category of Receivable 2015 2014
HUD $ 538,420 $ 211,363
Other Government 320,964 120,596
PHA Projects 2,258 2,003
Miscellaneous 39,109 191,215
Tenants 117.958 135,298
Gross Receivables 1,018,709 660,475
Allowance - Tenants (75.760) (82.186)
Net Receivables 3 942,949 § 578.289

NOTE 7 - CAPITAL ASSETS

The following is a summary of changes in capital assets and related accumulated depreciation.

3/31/2014 Increases Decreases 3/31/2015

Capital assets not being depreciated

Land $ 2265587 $ - § - $§ 2,265,587

Construction in Progress 7.268.878 5.112.072 (3.890.946) 8.490.004
Total capital assets not being depreciated 9.534.465 5.112.072 (3.890.946) 10,755,591
Other Capital Assets

Buildings 215,955,021 3,890,946 - 219,845,967

Furniture, equipment & machinery 3.946.361 254,958 (3.279) 4.198.040
Total other capital assets 219,901,382 4,145,904 (3.279 224.044.007
Less accumulated depreciation

Buildings 156,066,656 9,470,510 - 165,537,166

Furniture, equipment & machinery 3.455.919 303.524 (3.279) 3.756.164
Total accumulated depreciation 159.522.575 9.774.034 (3.279) 169.293.330
Capital Assets Net $ 69913272 § (516,058) § (3.890.946) § 65.506.268
Depreciation expense was charged to:

Low Rent $ 5063870

Housing Choice Voucher $ 21,043

State/Local $ 4614734

cocc S 74,387
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WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 8 - NONCURRENT LIABILITIES

Noncurrent liability activity for the year ended March 31, 20135 is as follows:

Amount due

3/31/2014 Additions Reductions within one year 3/31/2015
Compensated Absences  §$ 789,245 § 873,021 § (855,657) $ (543,677) $ 262,932
FSS Escrow 473,963 71,290 (39,908) - 505,345
OPEB Liability 5.269.963 1,604,478 (546.189) - 6.328.252
Total § 6533171 $ 2548789 $§ (1.441.754) (543.677) $ 7.096.529

NOTE 9 - LONG TERM DEBT

Long term debt activity for the year ended March 31, 2015 is as follows:

Amount due
3/31/2014 Additions Reductions within one year 3/31/2015
Capital Lease S 8091756 §$ - $  (799.704) § (836418) § 6.455.634

In November 0f 2009, the Authority entered into a lease agreement, with the approval of HUD, with Bank
of America, NA Leasing to purchase energy efficient equipment through a capital lease agreement to be
installed in several federal housing developments. The Authority has pledged future revenues as collateral
and the lessor retains a security interest in the equipment being leased. Interest in all of the equipment
subject to the lease will be conveyed to the Authority upon full payment of the lease. The Authority may
not sublease the equipment. The lease is being paid in monthly installments of principal and interest, of
$95,603, over a period of twelve years and at an effective interest rate of 4.60% per annum. The lease
term expire in September of 2022. Interest expense incurred on the lease for the years ended March 31,
2015 and 2014 was $347,529 and $382,630, respectively.

Amortization of assets under capital lease is included in depreciation expense. The costs of these assets
under capital lease are included on the Balance Sheet as Capital Assets and were $10,218,919 at March
31, 2015 and 2014. Accumulated amortization of the leased assets at March 31, 2015 and 2014 was
$2,038,112 and $1,527,166, respectively. The future minimum lease payments required under the capital
leases and the present value of the net minimum lease payments as of March 31, 2015, are as follows:

Year
2016 $ 1,147,233
2017 1,147,233
2018 1,147,233
2019 1,147,233
2020 1,147,233
2021-2025 2.868.083
Total minimum lease payments 8,604,248
Less: Amount representing interest 1,312,196
Present value of net minimum lease payments 7,292,052
Less: Current maturities of capital lease obligations 836.418

Long-term capital lease obligations $ 6,455,634




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 10 - REAL ESTATE TAXES

Property owned by the Authority is exempt from both federal and local real estate taxes. State funded
scattered site units make payments in lieu of real estate taxes equal to % of the Municipality's tax rate plus
$100 multiplied by the number of available bedrooms. State funded family properties make payments in
lieu of real estate taxes equal to $3 per unit per month. The payment in lieu of taxes for the years ended
March 31, 2015 and 2014 aggregated $5,982 and $5,980, respectively.

NOTE 11 - WORCESTER RETIREMENT SYSTEM (WRS) and OTHER PLANS

A. Plan Description and Membership

The Authority provides pension benefits to certain employees through the WRS, a cost-sharing, multiple-
employer public employee retirement system regulated by the Public Employee Retirement
Administration Commission (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 WRS issues
a publicly available financial report that includes financial statements and required supplementary
information. This report may be obtained by writing to WRS, City Hall Room 103; 455 Main Street,
Worcester, MA 01608 or by calling (508) 799-1062.

B. Significant Plan Provisions and Requirements
State law establishes benefit provisions and contribution requirements of the WRS. 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 at 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 benefits exist for beneficiaries of employees who die in active service.

C. Funding Policy

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 4.5% of the total.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 11 - WORCESTER RETIREMENT SYSTEM (WRS) and OTHER PLANS — (Continued)

D.

Annual Pension Cost

The Authority’s required and actual contributions to WRS for the years ended March 31, 2015 and 2014
were $3,176,229 and $3,333,308, respectively. Employee contributions for the same periods were
$824,217 and $802,359, respectively.

The Authority also provides to employees a separate deferred compensation plan in accordance with IRC
§457. The plan is open to all employees. Employee contributions for 2015 and 2014 were $112,135 and
$143,911, respectively. There were no employer contributions.

NOTE 12 - OTHER POST EMPLOYMENT BENEFITS

A.

Plan Description

The Authority provides comprehensive medical insurance, both with and without Medicare coordination,
and life insurance to its employees who meet certain eligibility requirements. Employees are eligible for
postretirement benefits if he/she has reached the age of 55 as an active employee and completed 10 years
of service.

All active employees who retire from the Authority and meet the eligibility criteria will receive these
benefits. The duration of these benefits is for the employee’s lifetime. Under this cost sharing plan, these
benefits cover 20% of premiums for Medical for those who retire on or after 10/1/2009 (15% for those
who retired after 7/1/1994 but before 10/1/2009, and 10% for all others) for both individuals and family
members (percentages represent the employees’ portion).

The face value of each life insurance policy is $5,000. Life insurance benefits do not apply to family
members, this benefit covers 20% of premiums for Medical for those who retire on or after 10/1/2009
(15% for those who retired after 7/1/1994 but before 10/1/2009, and 10% for all others) for individuals.

Currently, there are 155 active employees and 74 retired employees enrolled in the plan.

Funding Policy

The Authority is not required by law or contractual agreement to provide funding for the Plan other than
the pay-as-you-go amount necessary to provide current benefits to retirees and eligible
beneficiaries/dependents. For the fiscal years ended March 31, 2015 and 2014, the Authority paid
$546,189 and $553,937, respectively, on behalf of the Plan.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 12 — OTHER POST EMPLOYMENT BENEFITS — (Continued)
C. Annual OPEB Cost and Net OPEB Obligation

The Authority’s annual OPEB cost (expense) is calculated based on the annual required contribution of
the employer (ARC), an amount that was actuarially determined by using the Actuarial Cost Method (one
of the actuarial cost methods in accordance with the parameters of GASB Statement No. 45). Under this
method, the normal cost and actuarial accrued liability are both based on an accrual of projected benefits
over the period for which benefits are accrued. The normal cost is the actuarial present value of one
year’s benefit accrual on this basis. The actuarial accrued liability is the actuarial present value of the
projected benefit time the ratio of past service to total service. Under this method, the Actuarial Gains
(losses), are calculated each year and amortized over the minimum and maximum periods allowed by law
from the year of such gains or losses. All employees who are plan participants on a valuation date are
included in the actuarial valuation. The following table shows the elements of the Authority’s annual
OPEB cost for the year, the amount actually paid on behalf of the Plan, and changes in the Authority’s net
OPEB obligation to the Plan for the fiscal years ended March 31, 2015 and 2014:

2015 2014
Annual Required Contribution (ARC) $ 1,396,979 $ 1,370,850
Amortization of Actuarial (Gains)/Losses 289,159 236,380
Interest on Net OPEB obligation 209,307 171,340
Adjustment to ARC (290.967) (238.188)
Annual OPEB expense 1,604,478 1,540,382
Contributions made (546.189) (553,937)
Increase in net OPEB obligation 1,058,289 986,445
Net OPEB obligation - beginning of year 5.269.963 4,283,518
Net OPEB obligation - end of year $ 6328252 $ 5269963

. Funding Status and Funding Progress

As of April 1, 2013, the most recent actuarial valuation date, the Plan was 0.0% funded. The actuarial
accrued liability for benefits was $16,314,154 and the actuarial value of assets was $0, resulting in an
unfunded actuarial accrued liability (UAAL) of $16,314,154. The covered payroll (annual payroll of
active employees covered by the Plan) was $9,483,349, and the ratio of the UAAL to the covered payroll
was 172.0%. Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contribution of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made
about the future. The schedule of funding progress, shown as required supplementary information,
presents the results of OPEB valuations as of April 1, 2008 and multiyear trend information about
whether the actuarial values of plan assets are increasing or decreasing over time relative to the actuarial
accrued liabilities for benefits.
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March 31, 2015 and 2014

NOTE 12 - OTHER POST EMPLOYMENT BENEFITS — (Continued)

E. Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.

Valuation Date.
Discount Rate:
Mortality Rates:

Withdrawal Rates:

Retirement Rates:

General Inflation
Assumption:

Annual Compensation
Increases:

Actuarial Value
of Assets:

Amortization
of UAAL:

Remaining
Amortization Period:

Health Care Cost
Trend Rate:

April 1, 2013
4.0% per annum (assuming no prefunding)
RP-2000 Combined Healthy Mortality Table

Plan participants are expected to withdraw from the plan at a decreasing rate, based
on years of service, from 15.0% at 1 year of service to 0% at 30 years of service.

Plan participants are expected to retire at an increasing rate based on age and gender.
Males are expected to retire at a rate of 2% for those aged 55 years, to 100% for
those aged 70 years. Females are expected to retire at a rate of 5.5% for those aged
55 years, to 100% for those aged 70 years.

2.5% per annum

3.0% per annum

Market Value

Amortized as level dollar amount over 30 years at transition.

25 years at April 1, 2013

Covered medical expenses are assumed to increase at a decreasing rate, from 9% in
2010 to 5% in 2015.
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March 31, 2015 and 2014

NOTE 12 — OTHER POST EMPLOYMENT BENEFITS — (Continued)

F. Effect of Changes in Assumptions
In the event that healthcare trend rates were 1% higher than forecast and employee contributions were to
increase at the forecast rates, the Actuarial Accrued Liability would increase to $19,696,341 or by 20.7%
and the corresponding Normal Cost would increase to $859,911 or by 35.0%. If such healthcare trend
rates were 1% less than forecast and employee contributions were to increase at the forecast rate, the
Actuarial Accrued Liability would decrease to $13,631,803 or by 16.4% and the corresponding Normal
Cost would decrease to $471,627 or by 25.9%.

NOTE 13 — RISK MANAGEMENT

Litigation

The Authority is contingently liable with respect to lawsuits and other claims incidental to the ordinary
course of its operations. Claims covered by the risk management program are reviewed and losses are
accrued as required in the judgment of management. In the opinion of management, based on the advice
of legal counsel, the ultimate disposition of lawsuits and claims will not have a material adverse effect on
the financial position of the Authority.

Grants

Amounts received or receivable from the grantor agencies are subject to audit and adjustment by grantor
agencies. If expenditures 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
adjustments would not be significant.

NOTE 14 — IMPAIRMENT OF CAPITAL ASSETS

Government Accounting Standards Boards “Statement No. 42, Accounting and Financial Reporting for
Impairment of Capital Assets and for Insurance Recoveries” requires certain note disclosures regarding
impairments of capital assets. For the year ended December 31, 2013, there were no permanent
impairments experienced by the Authority that required material adjustments to the Statement of Net
Position.

NOTE 15 - ECONOMIC DEPENDENCY

The Authority’s state and federal programs are economically dependent on grants and annual
contributions from DHCD and HUD, respectively. These programs operate at a loss prior to receiving
these grants and contributions.




WORCESTER HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
March 31, 2015 and 2014

NOTE 17 - 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 1, 2015 (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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WORCESTER HOUSING AUTHORITY

STATEMENT AND CERTIFICATION OF ACTUAL MODERNIZATION COSTS
For the year ended March 31, 2015

Project: MAOG- E012501-12 P012501-10 P012501-11
Modernization Funds Approved $ 179,685 $ 3,847,198 §$ 3,338,956
Modernization Funds Expended 179.685 3.847.198 3.338.956
Excess of Modernization Funds Approved 5 - $ - 3 -
Modernization Funds Advanced $ 179,685 $ 3,847,198 $ 3,338,956
Modernization Funds Expended 179.685 3.847.198 3.338.956
Excess of Modernization Funds Advanced 3 - $ - A -

Based on our review of the completed projects:
1) All work in connection with the projects is complete.

2) All liabilities have been incurred and discharged through payment.
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WORCESTER HOUSING AUTHORITY

STATEMENT OF ACTUAL MODERNIZATION COSTS - UNCOMPLETED
For the year ended March 31, 2015

Project: MA06P012- 501-12 501-13 501-14

Modernization Funds Approved $ 3,271,253  $ 3,082,548 $§ 3,198,625
Modernization Funds Expended 3.104.274 1,451,107 1,120.755
Excess of Modernization Funds Approved $ 166979 §$ 1.631.441 § 2.077.870
Modernization Funds Advanced $ 3,019,355 $ 1,261,909 $ 1,092,389
Modernization Funds Expended 3.104.274 1.451,107 1,120.755

Excess of Modernization Funds Advanced $ (84919 $_ (189.197) $  (28366)
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WORCESTER HOUSING AUTHORITY

STATEMENT AND CERTIFICATION OF ACTUAL GRANT COSTS
For the year ended March 31, 2015

Grant: MAO012- RFS015A012 RFS107A013
Grant Funds Approved $ 68,000 3 68,000
Grant Funds Expended 68.000 68.000
Excess of Grant Funds Approved b - A -

Grant Funds Advanced $ 68,000 $ 68,000
Grant Funds Expended 68.000 68.000
Excess of Grant Funds Advanced 3 - $ -

Based on our review of the completed grant:
1) All work in connection with the grant is complete.

2) All liabilities have been incurred and discharged through payment.
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WORCESTER HOUSING AUTHORITY

STATEMENT OF ACTUAL GRANT COSTS - UNCOMPLETED
For the year ended March 31, 2015

Grant: MA012-

Grant Funds Approved

Grant Funds Expended

Excess of Grant Funds Approved
Grant Funds Advanced

Grant Funds Expended

Excess of Grant Funds Advanced

RPS064A012 RPS068A009 FSH304A014
$ 240,000 $ 240,000 197,638
68,983 233.722 60.798
$ 171017 § 6.278 136.840
$ 92976 $ 210,107 31,550
68.983 233,722 60.798
b 23993 §$ (23.615) (29.248)
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WORCESTER HOUSING AUTHORITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
March 31, 2015

NOTE 1 — BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
Worcester Housing Authority under programs of the federal government for year ended March 31,2015.
The information in this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Because the schedule presents
only a selected portion of the operations of the Worcester Housing Authority, it is not intended to and
does not present the financial position, changes in net position, or cash flows of the Worcester Housing
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 OMB Circular A-122, Cost Principles for Non-
profit Organizations, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.
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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

To The Board of Commissioners
Worcester Housing Authority
Worcester, Massachusetts

We have audited, 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, the financial statements of the Worcester Housing Authority as of and for the years
ended March 31,2015 and 2014, and the related notes to the financial statements, which collectively comprise the
Worcester Housing Authority’s basic financial statements, and have issued our report thereon dated October 1,
2015.

Internal Control over Financial Reporting

In planning and performing our audit ofthe financial statements, we considered the Worcester Housing Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Worcester Housing Authority’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Worcester Housing 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 combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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

Sadl éf é‘; 2.2 SHPILLER STILE oAl CAEMNCY, MA D210/ TEL SIZSMG2EIS  F PARGIAGL2E 7 GUYDER-HURL
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Compliance and Other Matters

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

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 control and compliance. Accordingly, this communication is not
suitable for any other purpose.

. ., FC

Quincy, Massachusetts
October 1, 2015
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND
REPORT ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

To The Board of Commissioners
Worcester Housing Authority
Worcester, Massachusetts

Report on Compliance for Each Major Federal Program

We have audited the compliance of the Worcester Housing Authority with the types of compliance requirements
described in the U.S. Office of Management and Budget Circular A-133 Compliance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended March 31, 2015. The Worcester
Housing Authority’s major federal programs are identified in the summary of auditors’ results section of the
accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibility

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

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Worcester 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 OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, ona
test basis, evidence about the Worcester 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 the Worcester Housing Authority’s
compliance.

Opinion

In our opinion, the Worcester Housing Authority complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs for
the year ended March 31, 2015.
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Report on Internal Control over Compliance

Management of the Worcester Housing 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 Worcester 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 OMB Circular A-133, 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 Worcester
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 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 OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

W‘a%w%f%

Quincy, Massachusetts
October 1, 2015
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WORCESTER HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
March 31, 2015 and 2014

I. Summary of Audit Results

1.

2.

Type of report issued on the financial statements - Unmodified
The report on internal control over financial reporting did not disclose any material weaknesses.
The report on internal control over financial reporting did not disclose any significant deficiencies.

The report on compliance did not disclose instances of non-compliance material to the financial
statements.

Type of report issued on compliance for major programs - Unmodified
The report on internal control over major programs did not disclose any material weaknesses.
The report on internal control over major programs did not disclose any significant deficiencies.

There are no audit findings disclosed that are required to be reported in accordance with OMB
Circular A-133, Section .510(a).

Major federal assistance programs are identified in the Schedule of Expenditures of Federal Awards.
The dollar threshold to distinguish type A and type B programs was $953,353.

10. The following programs were tested as major programs in accordance with OMB A-133:

CEDA Number
Low Rent Public Housing Program 14.850
Public Housing Capital Fund Program 14.872

11. The auditee qualified as a low-risk auditee.

12. The prior audit report did not disclose any findings or questioned costs.

II. Findings related to the Financial Statements which are required to be reported in accordance
with GAGAS - NONE

I11. Findings and Questioned Costs for Federal Awards which shall include Audit Findings as
defined in paragraph 510(a) - NONE
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