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December 11, 2017
Dear Fellow Memphians,
I’'m proud to report, through this Comprehensive Annual Financial Report for

fiscal year 2017, that your city government’s financial status is not only on a
firm footing but continues to improve.

Jim Strickland

Thanks to our partnership with the Memphis City Council and the stewardship
of our hard-working city employees, our budget was balanced without an
increase in our property tax rate. All the while, we were able to make
significant investments not only in Memphis but in Memphians -- libraries are
open longer hours, more roads are being paved, and we continue to rebuild
the Memphis Police Department.

Planning is a hallmark of this administration, and it allows us to focus on core city government services with your
tax dollars. These funding priorities allow us to work on reducing crime and invest in neighborhoods.

Thanks to a spirit of cooperation and clearly outlined goals, we have enjoyed a spirit of collaboration in setting
our first two budgets and keeping our city’s financial picture moving in the right direction. | look forward to
continuing to do that in the years to come.

Sincerely,

- Broblsne

Jim Strickland

Suite 700 e 125 N. Main Street ® Memphis, Tennessee 38103-2078 o (901) 576-6000 e FAX (?01) 576-6018
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December 26, 2017
To the Mayor, City Council, and Citizens of Memphis:

The Comprehensive Annual Financial Report (CAFR) of the City of Memphis, Tennessee (the City) for the fiscal
year ended June 30, 2017, is hereby submitted in accordance with the Memphis City Charter requirement for
an independent audit conducted by a certified public accounting firm. The financial statements are presented
in conformity with the United States generally accepted accounting principles (GAAP) as set forth by the
Governmental Accounting Standards Board (GASB) and have been audited in accordance with the United
States generally accepted auditing standards. Additionally, the report is presented for compliance with the
provisions of the Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of the information contained in
this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

The Office of Internal Audit supports the internal controls within the City by reviewing and assessing existing
accounting and management controls, ascertaining compliance with existing plans, policies and procedures,
and ascertaining the reliability of accounting and other data developed within the City.

The City’s financial statements have been audited by Banks, Finley, White and Co., licensed certified public
accountants. Banks, Finley, White & Co. has issued an unmodified (“clean”) opinion on the City’s financial
statements for the year ended June 30, 2017. The independent auditor’s report is located at the front of the
financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and
provides a narrative introduction, overview, and analysis of the basic financial statements. The MD&A
complements this letter of transmittal and should be read in conjunction with it.
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Profile of the Government

The City of Memphis is a home rule city under State law and was incorporated in 1826. The present Charter
was adopted in 1968 and provides for a Mayor-Council form of government. The Charter provides for the
election of a mayor and thirteen council members. The City currently occupies a land area of approximately
350 square miles and serves an estimated population of 666,723. The City is empowered to levy a property tax
on both real and personal property located within its boundaries.

Under the provisions of the City Charter, the City Council makes the laws that govern the City. The Council is
responsible for, among other things, approving the budget, setting the tax rate and establishing other lawful
taxes and fees necessary to secure sufficient revenue to fund the budget as approved. All administrative
duties concerning day-to-day operations of City government are the duty and responsibility of the Mayor.
Each of the various divisions of City government has a Chief or Director who is appointed by the Mayor with
the City Council’s approval.

The City provides a full range of municipal services including: police, fire, culture/recreation, community
development, solid waste management, public works, planning and zoning, sewers, utilities, transit, and
general administrative services. This report includes the financial statements of the funds of the City and
boards and authorities that provide City services and for which the City is financially accountable. “Financial
Accountability” is the benchmark used to determine which organizations are parts of the primary government
or represent component units of the primary government.

The City evaluates its financial reporting entity in accordance with GASB requirements to identify the various
organizations as: (1) organizations which are part of the City’s legal entity; (2) organizations that are legally
separate and for which the City appoints a voting majority of the organization’s governing body and the City is
either able to impose its will or has the potential of receiving financial benefit or realizing a financial burden
from the organization; and (3) organizations that are fiscally dependent on the City.
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The following organizations are component units of the City and as such are discretely presented (separated
from the primary government) in the general purpose financial statements:

e Blight Authority of Memphis, Inc. (BAM)

e Memphis Area Transit Authority (MATA)

e Memphis Cook Convention Center (MCCC)

e Memphis and Shelby County Airport Authority (MSCAA)
e Memphis Zoological Society (MZS)

Further explanations of the discretely presented component units and the reasons for their inclusion are
provided in the notes to the financial statements.

The following entities are considered to be joint ventures of the City:

e Memphis and Shelby County Port Commission
e New Memphis Arena Public Building Authority of Memphis and Shelby County, Tennessee
e Sports Authority of Memphis and Shelby County Incorporated

These organizations also are further described in the notes to the financial statements.

The following related organizations and jointly governed organizations are excluded from the City’s financial
statements, as they do not meet the definition of financial accountability as defined by GASB:

e Memphis Housing Authority (related organization)

e Depot Redevelopment Corporation of Memphis and Shelby County

e Downtown Memphis Commission

e Economic Development Growth Engine (EDGE) Industrial Development Board
e Industrial Development Board

e Memphis Center City Revenue Finance Corporation
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e Memphis and Shelby County Community Redevelopment Agency

e Memphis and Shelby County Parking Authority

Budget Process

The City administration annually prepares a plan of services for the upcoming fiscal year and the estimated
cost of providing these services. This plan is reviewed by the City Council and is formally adopted by the
passage of a budget ordinance prior to the end of the fiscal year. The ordinance provides for budgetary
control at program levels (e.g., public safety) and by division (e.g., police) and said budgets cannot be
exceeded without the approval of the City Council. The Mayor has authority to approve transfers between
categories (e.g., personnel, materials and supplies) within maximum limits for each transfer and each
program. Transfers between programs, however, require authorization by ordinance or resolution of the City
Council.

Economic Condition Assessment

The information presented in the financial statements is perhaps best understood when it is considered from
the broader perspective of the specific environment within which the City operates. The Center for Business
and Economic Research at the University of Tennessee provided the following economic overview in part:

The National Economy

e Although growth was slower in recent years of the expansion, in 2016 the U.S. economy continued to
show healthy growth with the U.S. gross domestic product (GDP) growing 1.6 percent.
As in most recent years, the backbone of the U.S. economy was growth in consumer demand.

e The labor market recovery continued during 2016, with slowing rates of job creation and falling
unemployment rates indicating the economy is approaching full employment. The labor market now has
6.3 million more nonfarm payroll jobs than it did prior to the Great Recession; 2.5 million of those jobs
were created in 2016 alone. Job gains have not been even across the economy, and despite positive labor
market signals, productivity in 2016 remained well below the levels recorded before the recession.

e Employment growth is expected to remain solid and the unemployment rate is expected to continue to
drop through 2017 and 2018. The unemployment rate was 4.7 percent in the fourth quarter of 2016 and is
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expected to fall to 4.5 percent by the fourth quarter of 2017 and to 4.2 percent by the final quarter of
2018. The uptick in wage compensation seen in 2015 and 2016 is expected to continue into 2017, with a
2.5 percent increase in wage compensation. This signals that labor market tightening is finally beginning to
positively impact worker paychecks and that the economy is approaching full employment.

e The U.S. expansion continued in 2016, although more unevenly than in 2015. In the first quarter, GDP grew
0.8 percent on an annualized basis. GDP increased by 1.4, 3.5, and 1.5 percent in the second, third, and
fourth quarters. This growth was the product of a labor market approaching full employment and strong
consumer demand. The federal deficit reached $587.3 billion in 2016, edging the federal debt up to $20
trillion, making 2016 the fifth year in a row that the federal debt has been larger than U.S. GDP.

e Consumer spending continued to be a large driver of the economy, growing 70 percent faster than the
overall economy. The strongest consumption growth was recorded in the second quarter, up 4.3 percent
compared to 1.6 percent in the first quarter. In the third and fourth quarters, consumption spending grew
3 percent and 2.5 percent, respectively.

e Since the labor market performed well throughout 2016 and the unemployment rate remained well below
6.5 percent, the Federal Reserve was expected to raise interest rates each quarter following an initial
interest rate hike in December 2015. However, the Fed held off on another interest rate hike until
December 2016 amid uncertainty about the U.S. economy’s foothold. In December the Fed raised the
federal funds rate from 0.25-0.50 percent to 0.50-0.75 percent. In 2017, the federal funds rate is expected
to reach 1.3 percent by the fourth quarter. Inflation-adjusted GDP is expected to grow 2.3 percent in 2017
and 2.6 percent in 2018 comparted to 1.6 percent in 2016.

The Local Economy

The Memphis Metropolitan Statistical Area (MSA) is comprised of eight counties — Shelby, Tipton, and Fayette,
TN; DeSoto, Marshall, Tate, and Tunica, MS; and Crittenden, AR. The City of Memphis contains about 48% of
the MSA’s population, and Shelby County accounts for roughly 70%.

A key contributor to the stability of the Memphis and Shelby County economy is its job diversity. Government,
trade, healthcare services, hospitality, warehousing, transportation and utilities are all mainstays of the
regional economy. The City is conveniently located within 600 miles of most major cities and commercial
markets in the United States. As a result of its central location and access to the interstate, Mississippi River,
rail and airport, the city is a major hub for distribution.
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e Economic growth in Tennessee has outpaced national growth in recent quarters.

e The Tennessee economy slowed some in 2016, but still performed well for the year. The slower
performance was due largely to weaker growth for the national economy. Nominal personal income,
which includes all income from all sources earned by Tennesseans, was up 3.6 percent, matching the rate
of growth for the nation. Nonfarm employment was up 2.4 percent for the year compared to 1.8 percent
growth for the U.S.

e The state unemployment rate averaged 4.6 percent in 2016, just under the 4.9 percent national
unemployment rate, and well below the 5.8 percent state rate registered in 2015.

e Stronger nominal and inflation-adjusted output and income growth is expected this year and through
2018. Tennessee’s inflation-adjusted gross domestic product (GDP) is expected to be up 2.1 percent in
2017 and 2018, while the U.S. is expected to see slightly stronger growth of 2.3 percent and 2.6 percent
for 2017 and 2018 respectively.

Source: An Economic Report to the Governor of the State of Tennessee

Memphis’ strong healthcare industry, low cost of living and position as a transportation hub leader will
continue to contribute as a stabilizing factor of the City’s economy until the state and nation fully recover.

The nation’s unemployment rate decreased 13.7% percent year over year from 5.1 to 4.4. The unemployment
rate for Tennessee and the Memphis MSA continues to follow the national trend by also decreasing in 2017.
Tennessee’s August 2017 unemployment rate reflects a 25.0 percent decrease from August 2016. The
Memphis MSA unemployment rate decreased to 4.2 in August 2017, down 23.6 percent from the same period
a year ago.
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Unemployment Rates (Seasonally Adjusted) 2016-2017
Region August 2016  August 2017 Percent Change
Memphis MSA 5.5 4.2 -23.6%
TN 4.4 3.3 -25.0%
us 5.1 4.4 -13.7%

*Note: Memphis MSA and Tennessee 2016 unemployment rates vary from prior year report due to 2016 census

changes.

Source: U.S. Bureau of Labor Statistics and Tennessee Department of Labor and Workforce Development —

Civilian Labor Force Summary.

When comparing September 2017 real estate statistics to the same period in 2016, the Memphis real estate
market showed a mix of modest improvements and slight progressions. Total home sales decreased by 0.6
percent. The average sales price significantly increased by 9.9% while the median sales price increased by 11.5
percent. Overall, the market activity continues to be encouraging with no significant set-backs noted per the
comparative.

Home Sales in Memphis, Comparative September 2016-2017

FY2016 FY2017 Change %
Home Sales 1,616 1,606 -0.6%
Median Sales Price 130,000 145,000 11.5%
Average Sales Price 163,770 179,936 9.9%
Active Listings 5,504 4,627 -15.9%

Source: Memphis Area Association of Realtors — Memphis Area Homes Sales Report September 2017
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The following chart shows the General Fund revenue trends from fiscal year 2007 through 2017. Explanations
for notable trends for the last five years are as follows:

Despite decreased collections from prior year, fiscal year’s 2013 current property taxes remained
constant as a percentage of total revenues year over year. The total current property tax revenue
collections decreased in fiscal year 2013 due to the elimination of the one-time $0.18 cents general fund
property tax rate allocation levied in fiscal year 2012 and the reduction of the overall base property tax
rate in fiscal year 2013 to $3.11 from $3.19. Total revenues were further reduced by a decrease in
transfers in from the Debt Service Fund and the MLGW division. The MLGW transfer decrease was
primarily the result of MLGW remitting amounts directly to Shelby County that historically had been
transferred to the City as a pass-thru to Shelby County. State shared revenues and local sales taxes
increased slightly as a percentage of revenues due to increased collections in State Hall income tax
collections and as a function of the lower overall total revenue base, respectively.

While 2014 revenue increased slightly over 2013 in current property tax and local sales tax collections,
both categories remained constant as a percentage of total revenue year over year. State shared
revenue for 2014 decreased slightly from 2013 due to lower collections in both the Hall income and the
professional athletes’ privilege taxes. However, state shared revenue collections still accounted for the
same relative percentage of total revenue.

From 2013 through 2014, the percentage of total revenues generated within the City from Property
taxes, Local Sales Tax and State Shared Taxes remained constant. In 2015, the City did realize a decrease
in Property Taxes due to the reallocation of $.17 of the property tax rate to the debt service fund from
the general fund.

In 2017, general fund revenues increased over 2016, primarily as a result of greater than expected
revenue from current property taxes. Current Property Taxes have increased year over year from 38
percent to 39 percent.

General Fund Revenue Trend
Current Property, Local Sales and State Shared Taxes
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With 72 percent of the City’s expense budget dedicated to personnel expenditures for the provision of City
services; employment, healthcare, and retirement costs are a constant source of concern. For retirement
costs, newly enacted Tennessee state laws required the City to significantly increase annual contributions to
the pension fund, with the requirement being that the City pays the full Actuarially Determined Contribution
by the year 2020.

e In fiscal year 2013, total expenditures were down (0.4 percent), although there was a slight increase of
1.2 percent in personnel expenditures. The increase in total personnel expenditures resulted from
increased funding to the City’s OPEB Trust Fund and increased overtime. The reduction in total
expenditures was primarily driven by a reduction in current year retiree healthcare premium payments
and decreased transfers out from the General Fund to the Schools Fund. The City also increased
funding to the Memphis Area Transit Authority (MATA). There were also several non-budgeted inter-
fund transfers to comply with Tennessee Code Annotated Title 9, Chapter 21 for the issuance and
reporting of notes as required by the State Comptroller.

e In order to provide resources to fund Memphis City Schools in fiscal year 2013 (the final year the City
was required to do so), $20 million of OPEB Trust assets were used to cover current year retiree
healthcare expenditures that would have ordinarily been paid by General Fund resources. In addition,
less general fund resources were required to be transferred from the General fund to the School Fund
as a result of a dedicated property tax allocation of $.10 cents that was deposited directly into School
Fund in fiscal year 2013. The dedicated property tax allocation to the School Fund was neither
approved nor allocated in the previous year.

e In fiscal year 2014, total expenditures decreased 5.8 percent over fiscal year 2013, marking the third
consecutive year of decreases. Total personnel expenditures increased 6 percent over prior year, with
the increase primarily attributed to the realignment of personnel from the Fleet Fund to the General
Fund. The overall decrease in expenditures was driven by a reduction in total transfers out of the
General Fund due in large part to the elimination of the transfer of approximately $51 million to
Memphis City Schools.

e In fiscal year 2015, the increase in total expenditures is due to $13.5 million transfer to the OPEB Trust
Fund to cover the cost of extending for six months health benefits for employees who retired before the
age of 65 (pre-65). Additionally, the initial settlement payment of S8 million for the lawsuit brought
against the City by Memphis City Schools was paid out of the General Fund.

e In fiscal year 2016, total expenditures increased by $16.5 million. Increases were largely attributable to
increases in personnel services for Police and Fire and a related increase in the materials and supplies
category. The City also increased Memphis Area Transit Authority (MATA) funding by $4 million.
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In fiscal year 2017, total expenditures increased by 3.6 percent. This increase was partially due to a
$23,472 (5.2 percent) increase in personnel services as the City continues to meet the mandate for the
ADC and rebuilds the staffing of the Memphis Police Division. The City also experienced a $17,797 (16.4
percent) increase in material and supplies across the City Divisions.

General Fund Expense Growth
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Recent Developments:

In January 2017, the City in conjunction with St. Jude Children’s Research Hospital (St. Jude) officials,
announced the “Bicentennial Gateway Project.” The project is named for the City's 200th birthday in
2019, and plans to merge several large developments already underway: a S1 billion St. Jude's
expansion, a multi-million-dollar renovation of the Cook Convention Center, Pinch District, and Uptown
District improvements, and redevelopment of Mud Island River Park and the riverfront. The economic
impact to the City could be an additional 1,800 new jobs at St. Jude plus an additional 3,000 new jobs
in the broader Medical District. The project could also change the aesthetics to the City’s iconic
riverfront view from the Hernando Desoto Bridge. Additional facets of the project proposal include an
amendment to expand the area considered for the existing Uptown Tax Incremental Financing (TIF).
Funding from the TIF would be used to improve infrastructure and eliminate blight.

The Guesthouse at Graceland (the Hotel) officially opened its doors in October 2016. Located in the
Whitehaven community, the Hotel has 450 rooms including 20 luxurious suites, two full-service
restaurants, expansive meeting and convention spaces and a state of the art theater equipped to host
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live performances and movies. Graceland is one of the City’s top tourist attractions, and the
completion of this project is the onset of a complete renovation of the surrounding area. With the
creation of new jobs, the economic impact to the City is expected to be positive and resounding.

e Construction for the Binghampton Gateway Center broke ground in February 2017. This $6.8 million
project will create 55 jobs for the neighborhood, house a neighborhood grocery store and additional
retail space available to tenants in the growing community of Binghampton.

e Frayser Gateway, a proposed $16 million, 97,000-square-foot grocery-anchored shopping center was
awarded a 15-year tax incentive by the Economic Development Growth Engine for the City and Shelby
County in June 2017. The tax abatement is the first development of its kind in Frayser in more than
thirty years. The project intends to use the nearly 20-acre abandoned site to land a 20,000 to 45,000
square-foot grocery tenant that would provide much-needed relief to neighborhoods east, south and
west of the site that are USDA-certified food deserts.

Long-term Financial Planning

The Fiscal Year 2017 Operating Budget brought many budgeting challenges to the City in its goal of restoring
and maintaining financial stability while addressing some of its biggest financial issues. While these difficult
financial times forced the City to prioritize and closely monitor operating expenditures, the City has
strategically funded its budget to place emphasis on its essential priorities: to create safe and vibrant
neighborhoods, grow prosperity and opportunity for its citizens, invest in the youth of the City, and advance a
culture of excellence in government and providing good fiscal stewardship of the City’s assets.

As the City focuses on reprioritizing and economizing its Operating Budget, it is also continually planning for
the future and developing a means of continued growth to its economy through strategic and visionary capital
investments. The goal in the years ahead will be to continue to evaluate our service delivery model to ensure
the most efficient and effective service possible, and direct all savings to priority obligations and the
enhancement of core services.

11
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Major Initiatives

In addition to the annual operating budget, the City also adopts a Capital Improvement Program (CIP) that is a
multi-year plan for capital expenditures to replace and expand the City’s infrastructure, vehicles and
equipment. The program is updated annually to reflect the latest priorities, updated cost estimates and
available revenue sources. Various sources of revenue include general obligation bonds, federal grants, state
grants, user fees and private funds. Projects are reviewed based on need, impact on the area, quality of life in
our neighborhoods and the general economic climate of the City. Highlights of the CIP budget plan for 2017-
2021 are as follows:

The City's planned CIP spending aligns with current priorities that are focused on projects that enhance the
City's economic development strategy, leverage federal or private funding, projects that maintain existing
facilities, and projects mandated by law. The FY2017 CIP Budget for General Obligation Bond (G.O.)
spending is $88.9 million. This budget increases G.O. funding for the Memphis Area Transit Authority
(MATA) by $5.0 million. The CIP budget also includes $9.8 million to begin the investment in a radio system
upgrade for Police and other City of Memphis safety divisions. In the division of Housing and Community
Development the MHA Foote-Future Hope VI project is included. This project will remove the last public
housing project in the City (Foote Homes). There is a continued emphasis on road paving, which is
proposed for $16.5 million in GO bond funding, and an increased funding for technology needs.

Capital Planning Process

The Finance Division provides financing strategies to assist in developing a plan to fund the capital
improvement needs of the City. One element of this strategy includes an annual comprehensive review and
assessment of the City’s Capital Improvement Program (CIP) to ensure the coordination and alignment of the
City’s planning initiatives, financial capacity, and environmental/physical development. The City’s CIP has a
budget which includes a spending plan for the upcoming year and a plan for capital expenditures that extend
up to four (4) years and beyond. The success of the capital improvement program depends on the broad
participation, cooperation, and coordination of the City’s divisions, joint ventures, and jointly governed
organizations. The CIP is linked to and impacts and is impacted by the City’s operating budget.

The benefits of a successfully managed CIP strategy include preservation of capital assets, improvement of
infrastructure, coordination of capital needs and operating budgets, stabilization of debt costs and
improvement of the City’s credit rating. With the objective of developing an effective capital improvement
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program, a CIP Committee was established during fiscal year 2006 for planning and oversight. The committee
responsibilities include, but are not limited to, the following:

e Identify and determine status of previously approved projects and funding sources for each project.

e Evaluate the merits of division/department requests for CIP projects and equipment.

e Establish a priority list of capital need projects and a timeline for completion.

e Create a CIP funding plan that designates a revenue source/method of financing for each proposed
project.

e Submit a CIP funding plan to the Mayor and City Council to include in next year’s capital budget and
capital expenditure plan for the next four (4) years.

As part of the evaluation of capital improvement projects, the City employs both quantitative and qualitative
analysis.

Capital Expenditure Analysis

The reviews of Capital Improvement Projects are undertaken to ensure that all major capital expenditures are
not only necessary and appropriate but also fall into categories that include, but are not limited to:

e Critical Maintenance

e Major Development/New Construction Initiatives
e Infrastructure

e Vehicle and Equipment Acquisition

Capital Improvement Projects are also prioritized and coordinated with the plans of other public entities to
maximize the leveraging of resources with other major projects being developed in both the public and private
sectors.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the City of Memphis for its Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2016. This was the 40" consecutive year that the City has
achieved this prestigious award. In order to be awarded a Certificate of Achievement, a government must
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publish an easily readable and efficiently organized comprehensive annual financial report. This report must
satisfy both the United States generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to GFOA to determine its eligibility for another certificate.

The City also received GFOA’s Distinguished Budget Presentation Award for its annual budget document for
the fiscal year beginning July 1, 2016, the 19t consecutive year for this award.

The preparation of this report could not have been accomplished without the dedicated efforts of the staff of
the City’s Finance Division and the City’s independent public accountants, Banks, Finley, White & Co, CPAs.
The City wishes to express its appreciation to both, with particular thanks to City Deputy Comptroller, Candi
Burton.

Respectfully submitted,

il ] r
e .
=t et F LAt~ TelFrd ;
ey 4 i A
P ..._.-.-__.l L |'
Shirley Ford, CPA, CMFO Doug McGowen
Comptroller Chief Operating Officer
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BANKS, FINLEY,
WHITE & CO.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of Memphis, Tennessee

We have audited the accompanying financial statements of the govemmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, the
statements of revenues and other sources and expenditures and other uses on basis of budgeting
for the general fund and the aggregate remaining fund information of the City of Memphis,
Tennessee (the “City”), as of and for the year ended June 30, 2017, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in

the table of contents.
Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of the Memphis-Shelby County Airport Authority and the
Memphis Zoological Society, which represent 89%, 88%, and 72%, respectively, of the assets,
net position and revenues of the aggregately discretely presented component units, and revenues.
We did not audit the financial statements of the Electric, Gas and Water Divisions of Memphis
Light, Gas and Water Division, a major proprietary fund. The Electric, Gas and Water Divisions
of Memphis Light, Gas and Water Division represents 79%, 80%, and 93%, respectively, of the
assets, net position and revenues of the business-type activities of the primary govemment.
Those statements were audited by other auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the aggregate discretely presented
component units and the business-type activities of the primary govemment, is based solely on
the report of the other auditors.

PO. BOX 1774 « MEMPHIS, TENNESSEE 38101
1450 POPLAR AVENUE + MEMPHIS, TENNESSEE 38104-2901 « (901) 274-6702 * (901) 274-6154 FAX
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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 statements. 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 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.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, the statements of revenues and other sources and
expenditures and other uses on basis of budgeting for the general fund, and the aggregate
remaining fund information of the City, as of June 30, 2017, 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 the
management’s discussion and analysis on pages 23 through 39 and other required supplementary
information on pages 193 through 204 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Govermmental 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 and other auditors have applied certain limited procedures to
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the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

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

The other supplementary information and the schedule of expenditures of federal awards and
state financial assistance are the responsibility of management and were derived from and relate
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 by us and other auditors. In our opinion, the other supplementary information
and the schedule of expenditures of federal awards and state financial assistance are fairly stated,
in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 26, 2017, on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
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and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s internal control over financial reporting and compliance.

Bty Yy LT

Memphis, Tenness
December 26, 2017
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Management’s Discussion and Analysis

As management of the City of Memphis, Tennessee (the City), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2017. We
encourage readers to consider the information presented here in conjunction with the detailed financial statement
disclosures and the additional information that is furnished in the letter of transmittal and notes to the financial

statements. All amounts, unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlights

e The primary government’s total assets and deferred outflows of resources exceeded its liabilities and deferred
inflows of resources at June 30, 2017 by $1,945,574 (net position). Total government-wide net position decreased
by $57,928 in fiscal year 2017. The government-wide beginning net positon was adjusted ($417,814) for the
implementation of GASB 74 and early the implementation of GASB 75 for other postemployment benefits reporting
(OPEB).

e At June 30, 2017, the City’s governmental activities reported ending net position of a negative $451,330 compared
to a negative $781,020 as restated from the prior year. The governmental activities beginning net position of
negative $407,176 was decreased $373,844 for the implementation of GASB 74 and the early implementation of
GASB 75. The governmental activities change in net position for fiscal year 2017 was $329,690.

e The City’s business-type activities reported a June 30, 2017 ending net position of $2,396,904 an increase of $30,196
or 1.3% from prior year beginning balance as restated. The business-type activities beginning net positon of
$2,410,678 was decreased $43,970 for the implementation of GASB 74 and the early implementation of GASB 75.

e At June 30, 2017, the fund balance for the general fund was $147,383 an increase of $2,010 or 1.38% from prior
year’s balance. The unassigned portion of the fund balance at fiscal year-end was $95,343 an increase of $669 over
the prior year.

e The City’s total general obligation, other debt, and revenue bond debt decreased by $37,456 or 2.4% during the
current fiscal year for governmental activities, and increased $24,836 or 4.3% for the business-type activities.

e The City’s total liabilities of $3,584,161 which include, among other items, pension and other post-employment
benefits liabilities, increased by $69,680 or 2.0 % from prior year total liabilities of $3,514,481.

e Deferred Outflows increased from $220,827 to $303,942 for a change of $83,115 year over year primarily
attributable to changes in deferred outflows related to pensions and the implementation of GASB 74 and GASB 75
related to OPEB.
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e Deferred Inflows increased from $613,860 to $731,523 for a change of $117,663 year over year primarily
attributable to changes in deferred inflows related to pensions and the implementation of GASB 74 and GASB 75
related to OPEB.

Overview of the Financial Statements
This discussion and analysis document is intended to serve as an introduction to the City’s basic financial statements.
The City’s basic financial statements are comprised of three components: 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements. This report also contains other supplementary

information to provide greater detail of data presented in the basic financial statements.

Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances,

in @ manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets, liabilities and deferred outflows of
resources and deferred inflows of resources. Net position is the difference between (a) assets and deferred outflows of
resources and (b) liabilities and deferred inflows of resources. Over time, increases or decreases in net position may

serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed during the year ended
June 30, 2017. All changes in net position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flow in future fiscal periods (e.g., uncollected taxes and earned but unused vacation

leave).

Both of the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or
a significant portion of their costs through user fees and charges (business-type activities). The governmental activities
of the City include general government, public safety, community services, transportation, and environment. The
business-type activities of the City include the operations of the regional sewer collection and treatment facilities, the

distribution of electricity, gas and water, and the operation of the storm water system.
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The government-wide financial statements include not only the City itself (the primary government), but also the
Memphis Area Transit Authority, the Memphis Cook Convention Center, the Memphis Shelby County Airport Authority,
and the Memphis Zoological Society, each of which is a legally separate entity for which the City is financially
accountable. Financial information for these component units is reported separately from the financial information

presented for the primary government itself.

The government-wide financial statements are presented as Exhibits A-1 and A-2; component unit financial statements

are presented as Exhibits A-14 and A-15.
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Fund Financial Statements

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 City, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be divided into three

categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a

government’s near-term financing requirements.

Because the focus of the governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to

facilitate this comparison between governmental funds and governmental activities.

The City maintains sixteen individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for its
major funds. Data from the other twelve governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of combining statements

(Exhibit B-1 and B-2).

The City adopts an annual appropriated budget for its general, special revenue (except Workforce Investment Network
Fund, Community Service Fund, Community Development Fund, Central Business Improvement District Fund, and
Community Redevelopment Agency Fund), and debt service funds. Budgetary comparison statements are provided to
demonstrate compliance with this budget.  Effective for the Fiscal Year 2017 Budget, the City adopted an annual

appropriated budget for all funds.
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The basic governmental fund financial statements, including reconciliation to the government-wide Statements of Net

Position and Activities, are presented as Exhibits A-3 through A-8.

Proprietary Funds

The City maintains two different types of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The City uses enterprise funds to
account for its sewer collection and treatment facilities, the distribution of electricity, gas and water, and operation of
the storm water system. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City’s various functions. The City uses internal service funds to account for its self-insurance for
health benefits (Health Insurance Fund), self-insurance for unemployment benefits (Unemployment Compensation
Fund), and operations and maintenance of City vehicles (Fleet Management Fund). Because these services
predominantly benefit governmental rather than business-type functions, they have been included within governmental

activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the sewer collection and treatment
facilities and the distribution of electricity, gas and water, both of which are considered to be major funds of the City;
and operations of the storm water system, a nonmajor fund. Conversely, the internal service funds are combined into a
single, aggregated presentation in the proprietary fund financial statements. Individual fund data for the internal

service funds is provided in the form of combining statements.

The basic proprietary fund financial statements are presented as Exhibits A-9 through A-11.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those funds are not
available to support the City’s own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds. The actuarially determined net pension obligation and the net other postemployment benefit (OPEB)

liability are reported in the government-wide statement of net position as governmental activities.

The basic fiduciary fund financial statements are presented as Exhibits A-12 and A-13.
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Notes to the Financial Statements
The notes which follow Exhibits A-1 through A-15, provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements. Information concerning the City’s progress

in funding its obligation to provide pension benefits and other post employment benefits to its employees is included in

the notes to the financial statements.

Combining and Individual Fund Statements and Schedules
Combining schedules provide detail in connection with nonmajor governmental funds and internal service funds
referred to earlier. Individual fund statements provide greater detail. Combining and individual fund statements and

schedules are presented as Exhibits B through F.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. The City’s

assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by $2,003,502 at June

30, 2017.
Condensed Statement of Net Position
Governmental Business-type
activities activities Total
2017 2016 2017 2016 2017 2016

Current and other assets S 975,447 978,572 1,053,444 1,177,810 2,028,891 2,156,382
Capital assets 1,556,127 1,532,774 2,372,298 2,221,860 3,928,425 3,754,634

Total assets 2,531,574 2,511,346 3,425,742 3,399,670 5,957,316 5,911,016
Deferred outflows of resources 200,008 186,511 103,934 34,316 303,942 220,827
Long-term liabilities outstanding 1,389,128 1,426,978 406,006 384,380 1,795,134 1,811,358
Other liabilities 1,095,455 1,098,977 693,572 604,146 1,789,027 1,703,123

Total liabilities 2,484,583 2,525,955 1,099,578 988,526 3,584,161 3,514,481
Deferred inflows of resources 698,329 579,078 33,194 34,782 731,523 613,860
Net positions:
Net investment in capital assets 304,799 293,259 2,020,550 2,017,891 2,325,349 2,311,150
Restricted 162,682 151,398 117,162 72,629 279,844 224,027
Unrestricted (918,811) (851,833) 259,192 320,158 (659,619) (531,675)

Total net position as restated  $ (451,330) (407,176) 2,396,904 2,410,678 1,945,574 2,003,502
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The portion of the City’s net position that reflects its investment in capital assets (e.g., land, buildings, machinery, and
equipment); less any related debt used to acquire those assets that is still outstanding is $2,325,349. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available for future spending. Although
the City’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided for by other sources, since the capital assets themselves cannot be used to liquidate
these liabilities. An additional $279,884 portion of the City’s net position represents resources that are subject to
external restrictions on how they may be used. The balance remaining is a negative unrestricted net position of

$659,619.
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Condensed Statement of Changes in Net Positions

Governmental Business-type
activities activities Total
2017 2016 2017 2016 2017 2016

Revenues:
Program Revenues:

Charges for services S 144,324 151,146 1,678,402 1,724,091 1,822,726 1,875,237

Operating grants and

contributions 41,666 38,719 547 555 42,213 39,274

Capital grants and

contributions 8,934 23,610 1,133 3,009 10,067 26,619
General revenues:

Local taxes 580,750 542,475 - - 580,750 542,475

State taxes (local share) 82,519 103,987 - - 82,519 103,987

Hotel/motel tax 15,513 10,726 - - 15,513 10,726

Sale of Capital Assets - - - - - -

Unrestricted investment earnings 1,574 1,654 18,059 21,998 19,633 23,652

Other 41,881 28,662 35,083 10,003 76,964 38,665

Total revenues 917,161 900,979 1,733,224 1,759,656 2,650,385 2,660,635

Expenses:

General government 91,718 212,054 - - 91,718 212,054

Public safety 133,750 437,430 - - 133,750 437,430

Community services 46,935 92,365 - - 46,935 92,365

Transportation and environment 28,469 71,286 - - 28,469 71,286

Education 112 154 - - 112 154

Interest on long-term debt 64,586 64,151 - - 64,586 64,151

Redemption of serial bonds and notes 90,782 - - - 90,782 -

Sewer collection and treatment - - 62,347 70,163 62,347 70,163

Memphis Light, Gas and Water - - 1,561,282 1,554,006 1,561,282 1,554,006

Storm Water - - 8,502 19,289 8,502 19,289
Total expenses 456,352 877,440 1,632,131 1,643,458 2,088,483 2,520,898
Increase (decrease) in net position before transfers 460,809 23,539 101,093 116,198 561,902 139,737
Transfers (131,119) 25,097 (70,897) (66,505) (202,016) (41,408)
Increase (decrease) in net position 329,690 48,636 30,196 49,693 359,886 98,329
Net position - July 1 (407,176) (455,329) 2,410,678 2,380,769 2,003,502 1,925,440
Prior Period Adjustment (373,844) (483) (43,970) (19,784) (417,814) (20,267)
Net position - July 1, as restated (781,020) (455,812) 2,366,708 2,360,985 1,585,688 1,905,173
Net position - June 30 S (451,330) (407,176) 2,396,904 2,410,678 1,945,574 2,003,502

Governmental Activities
During fiscal year 2017, governmental activities increased the City’s net position by $329,690. Key elements of the

governmental activities are discussed below:
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e During fiscal year 2017, total revenues increased by $16,182. Relevant factors include a net increase between the

increase in local taxes and a decrease in local share of state taxes, a $4,787 increase in the Hotel Motel Tax revenue,
a $2,947 increase in operating grant and contributions, and a $14,676 decrease in capital grants and contributions.

Total governmental activities expenses decreased $421,088. Governmental activities program expenses are detailed
in Exhibit A-2.

Expense and Program Revenues - Governmental Activities
(Thousands of Dollars)

$133,750
O Expenses
$120,000 @ Program revenue
]
$100,000
$90,782
$80,000
$60,000 -

General

government Public safety

Community
services

Transportation

and Redemption of
environment  Serical bonds Interest on
& notes long-term
debt
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B Unrestricted investment

earnings O Other
$1,574 541,881
0.2% O Hotel/motel tax 4.6% a Charg;lsjzras;;wces
$15,513 ,0
1.7% 15.7%

B State taxes (local share) B Operating grants and

$82,519 contributions
9.0% 541,666
4.5%

O Capital grants and
contributions
$8,934
1.0%

Revenues by Source - Governmental Activities Revenue

Business-type Activities

Business-type activities increased the City’s net position by $30,196. Key elements of the increase are as follows:

e Total revenues for the Business-type activities were down $27,605 year over year. The most significant was a
$45,689 decrease in charges for services largely attributable to Memphis Light Gas & Water.

e Total business-type expenses decreased $11,327 from prior year. The decrease in expenses occurred in the Sewer
Collection and Treatment Fund and the Storm Water Fund. MLGW experienced a $7,276 increase in expenses, with
negative changes in net position for both the Electric Division and the Gas Division. Business-type program

expenses are detailed in Exhibit A-2.
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Expenses and Program Revenues - Business-Type Activities
(Thousands of Dollars)
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$1,561,000
$1,560,000
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$1,557,000
$1,556,000
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$1,554,000

$1,553,000

$1,552,000

Memphis Light, Gas and Water

O Expenses M Program revenue

Expenses and Program Revenues - Business-Type Activities
(Thousands of Dollars)

Sewer Collection and Treatment

Storm Water

O Expenses M Program revenue
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Financial Analysis of the Government’s Funds
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal

requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the City’s financing requirements. In particular, unassigned
fund balance may serve as a useful measure of a government’s net resources available for spending at the end of the

fiscal year.

As of June 30, 2017, the City’s total governmental funds reported combined ending fund balance of $258,025 an
increase of $6,159 or 2.4% in comparison with the prior year. Approximately 37.0% or $95,343 of the fund balance
constitutes unassigned fund balance, which is available for spending at the government’s discretion. Approximately
21.3% or $54,969 of the fund balance is considered restricted to indicate the amount is subject to external enforceable
legal restrictions. Another $63,954 or 24.8% of the fund balance is reported as committed indicating amounts where
utilization is constrained by limitations that the City Council imposed. The remainder of fund balance $43,759 or 17.0%
has been assigned by the administration to indicate that it is not available for new spending primarily because it has
already been obligated to intergovernmental activities and to liquidate contracts and purchase orders of the prior

period.

The general fund is the chief operating fund of the City. At June 30, 2017, unassigned fund balance of the general fund
was $95,343 or 64.7% of the total fund balance of $147,383. As a measure of the general fund’s liquidity, it may be
useful to compare both unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund
balance represents 14.6% of total general fund expenditures, while total general fund balance represents 22.5% of the

fund expenditures.

The fund balance of the City’s general fund remained relatively unchanged with an increase of $2,010 or 1.38% during

the fiscal year ended June 30, 2017. Key factors of the change in the general fund are as follows:

e Total General Fund Revenues resulted in a modest increase of $428 over the prior year. The revenue categories

of local taxes (increase of $2,628) and state taxes (decrease of $4,300) showed a net decrease from the prior
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year. Fines and forfeitures showed a decrease of $2,051 while federal grants and entitlements and
intergovernmental revenues resulted in increases of $1,493 and $3,413 respectively.

e Transfers In increased $10,449 from fiscal year 2016. Transfers Out decreased $10,801 from prior year.

e Other Financing Uses also showed transactions resulting in $1,792 as the result of the sale of capital assets.

e Total expenditures increased by $40,386 or 6.64% over prior year. Increases were across the categories of
general government services, public safety, and community services. Increases were largely attributable to a
$13,168 increase in general government expenditures and continued increases in expenditures for public safety

with an increase of $26,874. Transportation and environment experienced a slight decrease in expenditures.

The fund balance of the City’s Debt Service fund decreased by $12,457 to $48,798 during the fiscal year ended June 30,

2017. Key factors resulting in this change are as follows:

e Total revenues remained basically unchanged from prior year, with a modest increase of $3,163.

e Expenditures related to debt service also remained basically unchanged year over year; $163,888 for fiscal year
2017, and $160,815 for fiscal year 2016.

e Total other financing sources and uses decreased $20,979. Activities included a use of sources in the amount of
$195,830 for payments to refunded bond escrow agent, which was offset in part by the receipt of $158,240
from the refunding bonds/issuance of debt. The fund also experienced a slight uptick on the premium on

general obligation bonds in the amount of $11,596.

The fund balance of the City’s Capital Project fund increased by $19,280 for fiscal year ended June 30, 2017. Although
the fund experienced a continuance of expenditures over revenues in the amount of approximately $70,908, other

elements of fund balance change are:

e Revenue decreased $14,168 from prior year, largely attributable to a significant decrease in federal grant and
entitlements.

e Expenditures decreased $26,885 or 27.38% due to a significant decrease in capital outlay.

e Other financing sources in the form of refunding of bonds / issuance of debt increased from $45,310 to $75,000

over the prior year.

Details for the other governmental funds, including special revenue funds are presented in Exhibits B-1 and B-2.
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Proprietary Funds
The City’s proprietary funds provide the same type of information found in the government-wide financial statements

for business-type activities, but in more detail.

Unrestricted net position of $259,192 on Exhibit A-1 is comprised of a positive $290,370 for Memphis Light, Gas and
Water, which can be used for on-going operations of the public utility system, the remaining negative $34,004
represents the unrestricted deficit net position of the Sewer Fund in the amount of $17,605 and the Storm Water Fund
in the amount of $16,399. The government wide presentation of unrestricted net position also contains a $10,000
estimated pollution remediation outlay in accordance with GASB 49. Detail of Proprietary Funds is presented on Exhibit

A-9 Statement of Net Position.

General Fund Budgetary Highlights

The original operating budget for fiscal year 2017 anticipated a use of fund balance of $15,917. Actual contribution to
fund balance for fiscal year 2017 was $2,010.

Differences between the original budget and the final amended budget can be briefly summarized as follows:

e Revenues were only slightly increased by $2,226.
e Expenditures budget was increased $24,259 which encompassed a decreased adjustment for encumbrances
year over year. The general government budget was increased $11,951, the public safety budget was increased

$14,078, with a modest offset adjustment of $3,296 to transportation and environment expenditures.

Capital Asset and Debt Administration

Capital Assets
The City’s investment in capital assets for its governmental and business-type activities as of June 30, 2017, totaled
$3,928,425 (net of accumulated depreciation). This investment in capital assets includes land, buildings, improvements,

equipment, roads, highways, and other infrastructure. The total increase in the City’s capital assets for the current fiscal
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year was $173,791 or 4.6%.

activities contributed $150,438.

The governmental activities contributed $23,353 to the increase. The business-type

Condensed Statement of Capital Assets

(net of depreciation)

Governmental Business-type
activities activities Total
2017 2016 2017 2016 2017 2016

Land and buildings S 345,651 361,342 30,834 31,904 376,485 393,246
Improvements other than

buildings 531,574 548,755 313,721 295,283 845,295 844,038
Equipment 50,875 55,238 16,373 14,834 67,248 70,072
Construction in progress 628,027 567,439 255,398 203,357 883,425 770,796
Memphis Light, Gas and Water - - 1,755,972 1,676,482 1,755,972 1,676,482
Total S 1,556,127 1,532,774 2,372,298 2,221,860 3,928,425 3,754,634

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

e Continued anti-blight initiatives.

e Purchase of police in-car video equipment, mobile command unite, and communications power supply.

e Engineering Division funding for replacement of traffic signals, paving, and transportation improvements.

e The Storm Water investments in drainage infrastructure throughout the City.

e Construction for the Binghampton Gateway Center.

e Improvements and repairs to the Cook Convention Center.

Additional information on the City’s capital assets can be found in Note IV.D.

Long-term Debt

At June 30, 2017, the City had total bonded debt outstanding of $2,102,448. Of this amount, $1,497,667 comprises debt

backed by the full faith and credit of the government. The remaining balance of $604,781 consists of bonds secured

solely by specified revenue sources (i.e., revenue bonds) and state loans.
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Condensed Statement of Outstanding Debt
General Obligation and Revenue Bonds

Governmental Business-type
activities activities Total
2017 2016 2017 2016 2017 2016
General obligation bonds 1,169,577 1,263,105 - - 1,169,577 1,263,105
Commercial Paper 75,000 - - - 75,000 -
Capital lease obligations 31,618 38,025 - - 31,618 38,025
Settlement obligations 17,332 18,666 - - 17,332 18,666
Guarantee obligations 204,140 215,327 - - 204,140 215,327
Revenue bonds - - 557,657 568,601 557,657 568,601
State loans - - 47,124 11,344 47,124 11,344
Total S 1,497,667 1,535,123 604,781 579,945 2,102,448 2,115,068

The City’s total general obligation debt remained relatively unchanged during fiscal year 2017. Total debt includes state
loans, general obligation bonds, bond anticipation notes, capital lease obligations, commercial paper, and revenue
bonds. Governmental activities’ total debt decreased by $29,935, while business-type activities’ debt increased by

$24,836.

The City has long held a high grade bond rating on indebtedness from the major credit rating services. As of June 30,
2017, the City held ratings of Aa2 by Moody’s Investor Service, AA by S&P Global Rating Service. Some of the factors
most commonly cited by these firms in support of the credit rating assigned to the City’s general obligation bonds
include a stable and expanding economic climate, broad revenue base, and well-managed finances. In addition, the City
has maintained good relations with the rating services and the major investment institutions through comprehensive
disclosure of financial data and direct meetings with rating agency officials. The City continues to follow prudent fiscal

policies and practices while expanding its financial base.

The City’s full faith and credit and unlimited taxing power has been pledged to the payment of general obligation debt

principal and interest. There is no legal limit on the indebtedness which may be incurred.

Separate financial statements for MLGW are issued as of and for its year-end December 31, and can be obtained by

writing to MLGW Financial Statements, P.O. Box 430, Memphis, Tennessee 38101-0430 or via www.mlgw.com.
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Additional information on the City’s long-term debt can be found in Notes to Financial Statements section IV.G.

Economic Factors and Next Year’s Budgets

Factors considered in preparing the City’s budget for the 2018 fiscal year are discussed more fully in the Budget

document and include:

The budget conservatively embraces economic positives and carefully apportions increased investments in the
City’s priorities of safety, neighborhoods, youth, government, and economic development.

e Public safety, which encompasses our Police and Fire Division, is a top priority.

e The adopted operating budget for all funds calls for expenditures of $1,183,149 against revenues of $1,206,083.
e The adopted operating budget for the general fund is $666,436 in revenues and $668,692 in expenditures, with

a projected $2,256 use of fund balance.

Requests for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the
government’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information may be addressed to the Office of the Chief Financial Officer, Room 368, City of Memphis, 125
North Main, Memphis, Tennessee 38103. The Comprehensive Annual Financial Report, the 2018 Operating Budget and
5 Year Capital Improvement Program, and other general information about the City may be found on the City’s website,

www.memphistn.gov.
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STATEMENT OF NET POSITION

CITY OF MEMPHIS, TENNESSEE

(Thousands of Dollars) EXHIBIT A-1
June 30, 2017
Primary Government
Governmental Business-type Component
Activities Activities Total Units
ASSETS
Cash and cash equivalents 13,445 S 166,191 179,636 S 32,220
Investments 10,633 150,620 161,253 36,772
Equity in cash and investment pool 262,245 53,381 315,626 -
Restricted funds - 47,043 47,043 -
Receivables (net of allowance
for uncollectibles):
Property taxes 458,671 - 458,671 -
Sales, income, and other taxes 43,796 - 43,796 -
Special assessments 3,877 - 3,877 -
Federal and state grants 57,249 - 57,249 7,882
Interest and dividends on investments 143 10 153 -
Notes and accounts receivable - 147,393 147,393 -
Housing rehabilitation loans 37,901 - 37,901 -
Other 35,180 - 35,180 9,072
Internal balances 2,989 12,826 15,815 -
Due from other agencies and governments 25,743 - 25,743 690
Inventories 908 33,773 34,681 4,963
Unbilled revenues - 74,633 74,633 -
Prepaid expense - 119,697 119,697 3,369
Escrow - advance refunding 22,667 22,667 -
Restricted assets:
Cash and cash equivalents - - - 71,159
Investments - 99,897 99,897 79,233
Receivables-other - - - 6,781
Non-depreciable capital assets 698,129 269,131 967,260 189,632
Depreciable capital assets (net of accumulated depreciation) 857,998 2,103,167 2,961,165 795,845
Other assets - 147,980 147,980 -
Total Assets 2,531,574 3,425,742 5,957,316 1,237,618
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows - pensions 167,070 99,765 266,835 12,461
Deferred outflows - OPEB 32,938 2,670 35,608 -
Deferred outflows - other - 1,499 1,499 5,519
Total assets and deferred outflows of resources 2,731,582 3,529,676 6,261,258 1,255,598
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STATEMENT OF NET POSITION

CITY OF MEMPHIS, TENNESSEE

(Thousands of Dollars) EXHIBIT A-1
June 30, 2017
Primary Government
Governmental Business-type Component
Activities Activities Total Units
LIABILITIES
Accounts payable and accrued liabilities 53,194 S 159,947 213,141 24,215
Accrued interest payable 15,639 84,007 99,646 -
Insurance claims payable 7,175 - 7,175 -
Due to other agencies and governments 4,273 - 4,273 2,028
Refundable bonds and deposits 1,575 - 1,575 -
Unearned revenue 12,794 - 12,794 11,888
Pollution remediation obligation - 10,000 10,000 -
Other liabilities 104,542 166,930 271,472 -
Noncurrent liabilities:
Due within one year 113,265 135,815 249,080 23,115
Due in more than one year 1,389,128 406,006 1,795,134 424,363
Net OPEB liability - due in more than one year 383,586 31,101 414,687 -
Net pension liability - due in more than one year 399,412 105,772 505,184 -
Total Liabilities 2,484,583 1,099,578 3,584,161 485,609
DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pensions 156,058 33,074 189,132 7,200
Deferred inflows - OPEB 213 17 230 -
Deferred inflows - other 542,058 103 542,161 -
Total liabilities and deferred inflows of resources 3,182,912 1,132,772 4,315,684 492,809
NET POSITION
Net investment in capital assets 304,799 2,020,550 2,325,349 546,299
Restricted for:
Debt service 48,798 108,387 157,185 -
Capital acquisitions/projects 23,661 - 23,661 199,514
Construction - 8,775 8,775 -
Solid waste management 13,001 - 13,001 -
Drug enforcement 9,980 - 9,980 -
Donor/Statutory restrictions 67,242 - 67,242 -
Other - - - 7,613
Self insurance - - - 510
Unrestricted: (918,811) 259,192 (659,619) 8,853
Total Net Position (451,330) $ 2,396,904 1,945,574 § 762,789

The notes to the financial statements are an integral part of this statement.
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BALANCE SHEET

CITY OF MEMPHIS, TENNESSEE

GOVERNMENTAL FUNDS EXHIBIT A-3
(Thousands of Dollars)
June 30, 2017
Total
Debt Capital Community Nonmajor Governmental
General Service Projects Development Funds Funds
ASSETS
Cash and cash equivalents 40 11,842 - S 1,080 481 S 13,443
Investments - - 10,633 - - 10,633
Equity in cash and investment pool 138,552 14,730 27,321 4,150 41,465 226,218
Receivables (net of allowance for uncollectibles):
Property taxes:
Current property taxes 282,154 132,286 403 - - 414,843
Delinquent property taxes 31,441 12,265 43 - 79 43,828
Special assessments:
Current special assessments - - - - 3,760 3,760
Delinquent special assessments - - - - 117 117
Sales, income, and other taxes 42,364 1,432 - - - 43,796
Federal and state grants 3,872 - 6,083 40,131 7,163 57,249
Interest and dividends on investments - - - 143 - 143
Housing rehabilitation loans - - - 37,901 - 37,901
Other 31,466 4,025 - 113 2,570 38,174
Due from other funds 2,694 295 - - - 2,989
Due from other agencies and governments 476 - - - 25,313 25,789
Escrows - debt funding - 22,667 - - - 22,667
Total assets 533,059 199,542 44,483 S 83,518 80,948 $ 941,550
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities 37,706 44 6,128 S 1,094 7,354 S 52,326
Contract retainage - - 10 2 10 22
Due to other funds - - - - 2,989 2,989
Due to other agencies and governments 4,273 - - - - 4,273
Refundable bonds and deposits 1,575 - - - - 1,575
Unearned revenue - - 11,162 - 1,632 12,794
Total liabilities 43,554 44 17,300 1,096 11,985 73,979
Deferred inflows:
Prepaid taxes 548 - - - - 548
Uncollected property taxes 314,146 145,993 450 - 79 460,668
Uncollected anti-neglect fees 426 - - - - 426
Uncollected traffic fines 17,144 - - - - 17,144
Uncollected ambulance fees 5,439 - - - - 5,439
Uncollected special assessments - - - - 3,797 3,797
Uncollected grant reimbursements - - - - 12,119 12,119
Uncollected intergovernmental revenue - - - 39,513 19,793 59,306
Uncollected project loans receivable - - - 37,901 - 37,901
Other deferred inflows 4,419 4,707 3,072 - - 12,198
Total deferred inflows 342,122 150,700 3,522 77,414 35,788 609,546
Total liabilities and deferred inflows 385,676 150,744 20,822 78,510 47,773 683,525
Fund balances:
Restricted 8,281 16,168 - 5,008 25,512 54,969
Committed - 32,630 23,661 - 7,663 63,954
Assigned 43,759 - - - - 43,759
Unassigned 95,343 - - - - 95,343
Total fund balances 147,383 48,798 23,661 5,008 33,175 258,025
Total liabilities, deferred inflows and fund balances 533,059 199,542 44,483 S 83,518 80,948 S 941,550

See accompanying notes to financial statements.
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RECONCILIATION OF THE BALANCE SHEET TO THE CITY OF MEMPHIS, TENNESSEE
STATEMENT OF NET POSITION EXHIBIT A-4
(Thousands of Dollars)

June 30, 2017

Amounts reported for governmental activities in the statement of net position are different because:

Total governmental fund balances S 258,025

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the funds. 1,556,127

Other long-term assets are not available to pay for current-period expenditures
and, therefore, are deferred in the funds. 59,552

Net pension liabilities should be reported as a liability in the government-wide
statement of net position. This is the cumulative amount by which the City has
underfunded its pension obligations. (388,400)

Net OPEB liabilities should be reported as a liability in the government-wide
statement of net position. This is the cumulative amount by which the City has
underfunded its OPEB obligations. (350,103)

Internal service funds are used by management to charge the costs of printing &
mail, information systems, health insurance, unemployment compensation, and
fleet management to individual funds. The assets and liabilities of the internal
service funds are included in governmental activities in the statement of net

position. 23,105

Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. (1,609,636)

Net position of governmental activities S (451,330)

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

CITY OF MEMPHIS, TENNESSEE

GOVERNMENTAL FUNDS EXHIBIT A-5
(Thousands of Dollars)
For the fiscal year ended June 30, 2017
Total
Debt Capital Community Nonmajor Governmental
General Service Projects Development Funds Funds
REVENUES
Local taxes 442,433 129,776 371 - $ 8,170 $ 580,750
State taxes (local share) 65,028 17,491 - - 17,878 100,397
Hotel/motel tax - - - - 15,513 15,513
Licenses and permits 13,393 - - - 768 14,161
Fines and forfeitures 14,519 - - - 3,212 17,731
Charges for services 33,942 - - - 56,982 90,924
Investment income 892 345 70 - 114 1,421
Federal grants and entitlements 2,017 2,377 8,331 15,772 17,099 45,596
State grants 2,049 - 603 - 2,352 5,004
Intergovernmental revenues 9,409 - - - - 9,409
Other 9,726 4,122 3,732 - 2,741 20,321
Total revenues 593,408 154,111 13,107 15,772 124,829 901,227
EXPENDITURES
Current:
General government 153,065 - - - 45,641 198,706
Public safety 432,578 - - - 3,185 435,763
Community services 54,243 - - 15,772 10,547 80,562
Transportation and environment 14,162 - - - 60,034 74,196
Education - - - - 112 112
Capital outlay - - 71,108 - - 71,108
Debt service:
Redemption of serial bonds and notes - 90,782 - - - 90,782
Lease payments 975 5,431 - - - 6,406
Interest - 65,051 - - - 65,051
Bond issuance cost - 1,518 181 - - 1,699
Service charges - 1,106 9 - - 1,115
Total expenditures 655,023 163,888 71,298 15,772 119,519 1,025,500
Revenues over (under) expenditures (61,615) (9,777) (58,191) - 5,310 (124,273)
OTHER FINANCING SOURCES (USES)
Sale of capital assets 1,792 - - - - 1,792
Transfers in 69,807 17,509 2,471 - 5,403 95,190
Transfers out (7,974) - - - (15,843) (23,817)
Capital leases - - - - 3,250 3,250
Payment to refunded bond escrow agent - (195,830) - - - (195,830)
Refunding bonds/issuance of debt - 158,240 75,000 - - 233,240
Premium on general obligation bonds - 17,401 - - - 17,401
Total other financing sources (uses) 63,625 (2,680) 77,471 - (7,190) 131,226
Net change in fund balances 2,010 (12,457) 19,280 - (1,880) 6,953
Fund balances - beginning of year (1) 145,373 61,255 4,381 5,008 35,055 251,072
Fund balances - end of year 147,383 48,798 23,661 5,008 S 33,175 S 258,025

(1) The beginning of year fund balance is different due to a change in reporting of the Memphis Cook Convention Center.
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RECONCILIATION OF THE STATEMENT OF REVENUES CITY OF MEMPHIS, TENNESSEE
EXPENDITURES, AND CHANGES IN FUND BALANCES OF EXHIBIT A-6
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

(Thousands of Dollars)

For the fiscal year ended June 30, 2017

Amounts reported for governmental activities in the statement of net activities are different because:

Net change in fund balances - total governmental funds S 6,953

Governmental funds report capital outlays as expenditures. However, in

the statement of activities the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the

amount by which capital outlays exceeded depreciation in the current

period. 23,353

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds. 3,619

The issuance of long-term debt (e.g. bonds, leases) provides current

financial resources to governmental funds, while the repayment of the

principal of long-term debt consumes the current financial resources of

governmental funds. Neither transaction, however, has any effect on net

position. Also, governmental funds report the effect of premiums,

discounts, and similar items when debt is first issued, whereas these

amounts are deferred and amortized in the statement of activities. This

amount is the net effect of these differences in the treatment of long-

term debt and related items. 37,456

Changes in general liabilities reported in the statement of activities do not
require the use of current financial resources and, therefore, are not
reported as expenditures in governmental funds. (1,109)

Changes in pension and other post employment benefits (OPEB) liabilities
do not require the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds. 259,696

Internal service funds are used by management to charge the costs of

printing & mail, information systems, health insurance, unemployment

compensation, and fleet management to individual funds. The net

expenditure of certain activities of internal service funds is reported with

governmental activities. (382)

Change in net position of governmental activities S 329,586

The notes to the financial statements are an integral part of this statement.
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GENERAL FUND

STATEMENT OF REVENUES AND OTHER SOURCES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE

Exhibit A-7

REVENUES

Local taxes:

Property taxes

Interest, penalties and commission - property taxes
Receipts in lieu of taxes contractual
Sales tax general

Sales tax beer

Alcoholic beverage tax

Liquor by the drink tax

Gross receipts tax

Excise tax

Franchise tax

Tourism development zone tax
Other local taxes

Total local taxes

State taxes (local share):
Sales tax

Income taxes

Beer taxes

Alcoholic beverage tax
Petroleum special tax

Total state taxes (local share)
Licenses and permits:

Auto licenses

Dog licenses

Liquor by the drink licenses
Other

Total licenses and permits
Fines and forfeitures:

City courts

Library

Total fines and forfeitures

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

S 262,728 S 262,728 S 260,661 (2,067)
5,670 5,670 5,777 107
12,300 12,300 10,667 (1,633)
109,163 109,163 109,606 443
17,000 17,000 16,465 (535)
5,000 5,000 5,471 471
6,400 6,400 7,830 1,430
12,000 12,000 14,496 2,496
954 954 1,020 66
7,835 7,835 6,967 (868)
1,980 1,980 2,610 630
1,001 1,001 863 (138)
442,031 442,031 442,433 402
52,560 52,560 53,965 1,405
13,000 13,000 9,063 (3,937)
315 315 312 3)

300 300 381 81
1,300 1,300 1,307 7
67,475 67,475 65,028 (2,447)
11,500 11,500 12,423 923
359 359 393 34

215 215 227 12
415 415 350 (65)
12,489 12,489 13,393 904
17,763 17,763 14,109 (3,654)
425 425 410 (15)
18,188 18,188 14,519 (3,669)
(Continued)
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GENERAL FUND

STATEMENT OF REVENUES AND OTHER SOURCES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE

Exhibit A-7
(Continued)

Charges for services:

Building and other inspection fees
Park commission revenues
Parking meter revenues
Ambulance service fees

Rents

Tax sale attorney fees

Wrecker and storage fees

Police special events

Other

Total charges for services
Investment income:

Interest on investments
Other

Total investment income
Federal grants

State grants
Intergovernmental revenues
Other:

Auctions

Property insurance recoveries
Local shared revenue
Miscellaneous

Total other

Total revenues

Other sources and transfers in:
Sale of capital assets

Transfers in:

Solid waste management

Sewer collection and treatment fund
MLG&W fund

Hotel/Motel

Storm water

Debt service

Metro alarm

Total transfers in

Total other sources and transfers in

Total Revenues, Other Sources & Transfers In

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

90 S 90 S 139 S 49
5,590 5,605 4,669 (936)
850 850 912 62
21,000 22,000 22,069 69
2,461 2,461 2,968 507
525 525 579 54
1,500 1,500 1,300 (200)
701 701 222 (479)
752 772 1,084 312
33,469 34,504 33,942 (562)
258 258 785 527

120 120 107 (13)

378 378 892 514

- 579 2,017 1,438

1,630 1,630 2,049 419
6,409 6,409 9,409 3,000
1,600 1,600 1,806 206
543 230 525 295
3,001 3,001 3,214 213
2,331 2,804 4,181 1,377
7,475 7,635 9,726 2,091
589,544 S 591,318 S 593,408 S 2,090
-8 -8 1,792 $ 1,792

- 75 75 -

6,300 6,300 7,296 996
55,200 53,786 60,595 6,809
- - 50 50

- 150 150 -
500 500 - (500)

- 1,641 1,641 -
62,000 62,452 69,807 7,355
62,000 S 62,452 S 71,599 S 9,147
651,544 S 653,770 S 665,007 S 11,237
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GENERAL FUND

STATEMENT OF EXPENDITURES AND OTHER USES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE
Exhibit A-8

EXPENDITURES
General government:
Legislative:

Personnel services
Materials and supplies

Total legislative

Judicial:
Personnel services
Materials and supplies

Total judicial

Court clerk:

Personnel services
Materials and supplies
Capital outlay

Total court clerk

Executive:

Personnel services
Materials and supplies
Grants and subsidies
Expense reimbursement

Total executive

Finance and administration:
Personnel services
Materials and supplies
Capital outlay

Grants and subsidies
Expense reimbursement

Total finance and administration
City attorney:

Personnel services

Materials and supplies

Capital outlay

Expense reimbursement

Total city attorney

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
1,426 1,481 $ 1,440 $ 41
334 368 153 215
1,760 1,849 1,593 256
587 588 590 (2)
54 52 55 (3)
641 640 645 (5)
3,435 3,442 3,293 149
3,644 3,775 3,765 10
50 50 - 50
7,129 7,267 7,058 209
7,728 7,370 7,537 (167)
3,196 4,316 2,920 1,396
2,333 2,832 2,492 340
(90) (90) (90) -
13,167 14,428 12,859 1,569
6,403 6,352 6,091 261
1,402 1,814 1,735 79
1 1 - 1
1,980 1,980 2,684 (704)
(940) (940) (1,222) 182
8,846 9,207 9,388 (181)
5,256 5,322 5,021 301
8,292 10,657 10,087 570
- - 49 (49)
(3,115) (3,748) (3,770) 22
10,433 12,231 11,387 844
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GENERAL FUND

STATEMENT OF EXPENDITURES AND OTHER USES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE

Exhibit A-8
(Continued)

City engineer:

Personnel services
Materials and supplies
Capital outlay

Expense reimbursement

Total city engineer

Information systems:
Personnel services
Materials and supplies
Expense reimbursement

Total information systems

Human resources:
Personnel services
Materials and supplies
Capital outlay

Expense reimbursement

Total human resources

General services:
Personnel services
Materials and supplies
Capital outlay

Expense reimbursement

Total general services
Special appropriations:
Personnel services
Materials and supplies
Grants and subsidies
Expense reimbursement

Total special appropriations

Total general government

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
8,404 S 8,222 S 8,279 S (57)
3,711 4,848 4,025 823
69 33 25 8
(1,031) (4,831) (4,568) (263)
11,153 8,272 7,761 511
1,952 1,720 1,627 93
20,837 26,521 21,884 4,637
(1,300) (1,300) (1,527) 227
21,489 26,941 21,984 4,957
6,936 5,613 5,409 204
1,651 4,782 3,230 1,552
10 57 31 26
(890) (890) (962) 72
7,707 9,562 7,708 1,854
24,216 24,043 21,186 2,857
10,566 12,490 9,082 3,408
50 350 330 20
(9,194) (9,174) (7,696) (1,478)
25,638 27,709 22,902 4,807
- - 6 (6)
- - (2) 2
52,993 59,833 56,782 3,051
- (5,032) (6,870) 1,838
52,993 54,801 49,916 4,885
160,956 S 172,907 S 153,201 S 19,706
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GENERAL FUND

STATEMENT OF EXPENDITURES AND OTHER USES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE

Exhibit A-8
(Continued)

Public safety:

Police:

Personnel services
Materials and supplies
Capital outlay

Grants and subsidies
Expense reimbursement

Total police

Fire:

Personnel services
Materials and supplies
Capital outlay

Expense reimbursement

Total fire
Total public safety

Community services:
Library:

Personal services
Materials and supplies

Total library

Parks and recreation:
Personnel services
Materials and supplies
Capital outlay

Grants and subsidies
Inventory

Expense reimbursement

Total parks and recreation
Community development:
Personnel services
Materials and supplies
Grants and subsidies

Total community development

Total community services

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
S 222,657 S 226,718 S 230,652 (3,934)
29,753 33,981 26,445 7,536
492 492 675 (183)
150 250 195 55
(1,727) (1,727) (1,726) (1)
251,325 259,714 256,241 3,473
156,344 155,287 157,310 (2,023)
15,960 22,655 17,471 5,184
156 207 37 170
(200) (200) (526) 326
172,260 177,949 174,292 3,657
S 423,585 S 437,663 S 430,533 7,130
14,215 13,667 13,242 425
5,155 5,328 4,604 724
19,370 18,995 17,846 1,149
13,290 13,391 13,838 (447)
14,617 15,395 16,727 (1,332)
- - 11 (11)
250 250 45 205
286 454 401 53
(56) (56) (55) (1)
28,387 29,434 30,967 (1,533)
472 474 292 182
297 303 403 (100)
3,554 4,400 3,436 964
4,323 5,177 4,131 1,046
S 52,080 S 53,606 S 52,944 662
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GENERAL FUND

STATEMENT OF EXPENDITURES AND OTHER USES -
BUDGET AND ACTUAL ON BASIS OF BUDGETING
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

CITY OF MEMPHIS, TENNESSEE

Exhibit A-8
(Continued)

Transportation and environment:
Public works:

Personnel services

Materials and supplies

Capital outlay

Grants and subsidies

Expense reimbursement

Total public works
Total transportation and environment

Total Expenditures

OTHER USES

Transfers out

Miscellaneous grants fund
Community redevelopment fund
Debt service fund

OPEB fund

Library retirement fund

Total transfers out

Total other uses

Total Expenditures and Other Uses

Net Change in Fund balances (Budgetary)
Adjustment for encumbrances

Revenues over expenditures GAAP basis

Fund Balance - beginning
Fund Balance - ending

See accompanying notes to financial statements.

Variance with

Final Budget-
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

12,336 12,060 11,746 314
16,706 18,709 15,878 2,831
120 47 (4) 51

- 850 500 350
(8,046) (13,846) (12,505) (1,341)
21,116 17,820 15,615 2,205
21,116 17,820 15,615 2,205
657,737 681,996 652,293 29,703
. - 500 (500)

2,739 2,739 2,403 336
4,985 4,985 4,371 614
2,000 - - -

- 700 700 -

9,724 8,424 7,974 450
9,724 8,424 7,974 450
667,461 690,420 660,267 30,153
(15,917) (36,650) 4,740 (18,916)

(2,730)
2,010
145,373
147,383
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STATEMENT OF NET POSITION

CITY OF MEMPHIS, TENNESSEE

PROPRIETARY FUNDS Exhibit A-9
(Thousands of Dollars)
June 30, 2017
Governmental
Business Type Activities - Enterprise Funds Activities
Major Funds
Sewer Col- MLGW MLGW MLGW Internal
lection and Electric Gas Water Non-Major Service
Treatment Division Division Division Fund Total Funds
ASSETS
Current assets:
Cash and cash equivalents S 1 $ 113,349 S 40,607 S 12,233 S 1 $ 166,191 S 2
Investments 17,160 92,361 31,115 9,975 - 150,611 -
Equity in cash and investment pool 44,482 - - - 8,899 53,381 36,027
Derivative financial instruments - - 9 - - 9 -
Restricted funds - 33,586 8,303 5,154 - 47,043 -
Receivables:

Notes and accounts 8,556 81,921 36,404 17,617 2,895 147,393 (5)

Interest on investments 10 - - - - 10 -
Due from other funds - - - - - - -
Due from other agencies - - - - - - (46)
Unbilled revenues - 52,588 18,201 3,844 - 74,633 -
Prepaid power cost - 119,697 - - - 119,697 -
Unrecovered purchased power cost - 3,229 225 - - 3,454 -
Prepaid expenses 1,955 - - - - 1,955 -
Inventories of materials and supplies - 23,287 7,397 3,089 - 33,773 908
Collateral held in trust for securities on loan - - - - - - -
Other current assets - 1,128 2,779 143 - 4,050 -
Total current assets 72,164 521,146 145,040 52,055 11,795 802,200 36,886
Non-current assets:

Restricted assets:

Investments, less current portion - 34,337 40,958 24,602 - 99,897 -
Total restricted assets - 34,337 40,958 24,602 - 99,897 -
Capital assets:

Land 13,695 - - - 37 13,732 -
Buildings 105,196 - - - 907 106,103 -
Utility plant - 1,830,389 694,715 491,517 - 3,016,621 -
Improvements other than buildings 581,042 - - - 56,496 637,538 -
Machinery and equipment 34,834 - - - 18,408 53,242 2,227
Less accumulated depreciation and amortization (421,575) (750,926) (311,085) (198,637) (28,114) (1,710,337) (2,226)
Total capital assets 313,192 1,079,463 383,630 292,880 47,734 2,116,899 1
Construction in progress 192,894 - - - 62,505 255,399 -
Net capital assets 506,086 1,079,463 383,630 292,880 110,239 2,372,298 1
Other non-current assets:

Prepaid power cost - long-term - 112,821 - - - 112,821 -
Prepayments in lieu of taxes - 1,739 40 - - 1,779 -
Unamortized debt expense - 974 352 456 - 1,782 -
Other prepayments - 8,497 6,524 1,684 - 16,705 -
Notes receivable - - 3,562 1,872 - 5,434 -
Total other non-current assets - 124,031 10,478 4,012 - 138,521 -
Total non-current assets 506,086 1,237,831 435,066 321,494 110,239 2,610,716 -
Total assets 578,250 1,758,977 580,106 373,549 122,034 3,412,916 36,886
DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows related to pensions 5,054 52,700 23,504 15,608 2,899 99,765 -
Deferred outflows related to OPEB 1,709 961 2,670 71
Unamortized balance of refunded debt - 1,499 - - - 1,499 -
Total assets and deferred outflows of resources $ 585,013 $ 1,813,176 $ 603,610 $ 389,157 S 125,894 $ 3,516,850 S 36,958
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STATEMENT OF NET POSITION CITY OF MEMPHIS, TENNESSEE

PROPRIETARY FUNDS Exhibit A-9
(Thousands of Dollars) (Continued)
June 30, 2017
Governmental
Business Type Activities - Enterprise Funds Activities

Major Funds

Sewer Col- MLGW MLGW MLGW Internal
lection and Electric Gas Water Non-Major Service
Treatment Division Division Division Fund Total Funds
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses S 17,100 $ 115,691 S 25,950 S - S 1,206 S 159,947 S 868
Bonds and notes payable - 108,860 1,169 1,558 - 111,587 -
Accrued liabilities 1,521 43,448 21,585 15,840 - 82,394 -
Payables due from restricted assets - 22,330 8,050 4,894 - 35,274 -
Bonds payable - principal from restricted assets - 9,910 106 142 - 10,158 -
Bonds payable - interest from restricted assets - 1,347 148 118 - 1,613 -
Insurance claims payable - - - - - - 7,175
Contract retainage 255 - - - - 255 -
Current installment of revenue bonds payable 11,230 - - - - 11,230 -
State loans payable - current 171 - - - - 171 -
Net OPEB liability 19,905 - - - 11,196 31,101 829
Vacation, sick and other leave benefits 3,467 8,461 3,657 2,633 1,596 19,814 90
Total current liabilities 53,649 310,047 60,665 25,185 13,998 463,544 8,962
Long-term liabilities:
Revenue bonds payable 77,960 243,701 46,591 45,501 - 413,753 -
State loans payable 46,953 - - - - 46,953 -
Unamortized balance of refunded debt 929 - - - - 929 -
Net pension liability 11,735 49,940 22,273 14,791 7,033 105,772
Customer common deposits - 23,766 4,174 985 - 28,925 -
Other - 8,249 7,787 5,212 8,454 29,702 -
Total long-term liabilities 137,577 325,656 80,825 66,489 15,487 626,034 -
Total liabilities 191,226 635,703 141,490 91,674 29,485 1,089,578 8,962
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 4,525 14,911 6,659 4,416 2,563 33,074 -
Deferred inflows related to OPEB 11 6 17 1
Revenue collected in advance 103 - - - - 103 4,890
Total liabilities and deferred inflows of resources 195,865 650,614 148,149 96,090 32,054 1,122,772 13,853
NET POSITION
Net investment in capital assets 369,772 958,213 336,148 246,178 110,239 2,020,550 1
Restricted for debt service 28,206 19,155 37,409 23,617 - 108,387 -
Restricted for construction 8,775 - - - - 8,775 -
Unrestricted (deficit) (17,605) 185,194 81,904 23,272 (16,399) 256,366 23,104
Total net position (deficit) S 389,148 $ 1,162,562 $ 455,461 S 293,067 S 93,840 $ 2,394,078 S 23,105
Adjustment to reflect the consolidation of internal service funds
related to enterprise funds 2,826
Net position of business-type activities $ 2,396,904

See accompanying notes to financial statements.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION CITY OF MEMPHIS, TENNESSEE
PROPRIETARY FUNDS Exhibit A-10
(Thousands of Dollars)

For the fiscal year ended June 30, 2017

Governmental
Business Type Activities - Enterprise Funds Activities
Major Funds

Sewer Col- MLGW MLGW MLGW Internal

lection and Electric Gas Water Non-Major Service

Treatment Division Division Division Fund Total Funds
Charges for services S 98,726 $ 1,249,535 $ 205,876 S 99,847 S 24,418 $ 1,678,402 S 97,887
Operating revenues 98,726 1,249,535 205,876 99,847 24,418 1,678,402 97,887
Operating expenses other than depreciation and amortization:
Personnel services 5,874 - - - 1,120 6,994 255
Materials, supplies, services, and other 38,616 - - - 4,429 43,045 13,608
Capital outlay 176 - - - - 176 44
Purchased power and gas for resale - 1,018,157 92,183 - - 1,110,340 -
Production - - - 15,759 - 15,759 -
Operation - 136,756 81,399 51,744 - 269,899 -
Maintenance - 43,104 10,138 9,809 - 63,051 -
In lieu of taxes - 6,898 1,633 - - 8,531 -
Re-insurance fees - - - - - - 403
PCORI tax - - - - - - 59
Inventories - - - - - - 10,826
Claims incurred - - - - - - 61,942
Total operating expenses other than depreciation and amortization 44,666 1,204,915 185,353 77,312 5,549 1,517,795 87,137
Operating income (loss) before depreciation and amortization 54,060 44,620 20,523 22,535 18,869 160,607 10,750
Depreciation and amortization 12,997 52,071 16,784 8,286 2,264 92,402 4
Operating income (loss) 41,063 (7,451) 3,739 14,249 16,605 68,205 10,746
Non-operating revenues:
Transmission credits - 33,344 - - - 33,344 -
Investment income 307 16,878 98 739 37 18,059 153
Federal grants 547 - - - - 547 -
Other 352 - - - 214 566 -
Total non-operating revenues 1,206 50,222 98 739 251 52,516 153
Non-operating expenses:
Loss on disposal of assets - - - - 11 11 -
Pension expense 687 - - - 378 1,065 -
Interest on bonded indebtedness 3,795 15,491 379 691 300 20,656 -
Interest on state loan 202 - - - - 202 -
Total non-operating expenses 4,684 15,491 379 691 689 21,934 -
Income (loss) before capital contributions and transfers 37,585 27,280 3,458 14,297 16,167 98,787 10,899
Transfers in - - - - 360 360 -
Transfers out (7,296) (39,994) (17,525) (4,400) (2,042) (71,257) (6,800)
Capital contributions 1,133 - - - - 1,133 -
Change in net position (deficit) 31,422 (12,714) (14,067) 9,897 14,485 29,023 4,099
Total net position (deficit) - beginning of year 387,977 1,175,276 469,528 283,170 96,380 20,254
Prior period adjustment for GASB 74/75 implementation (30,251) - - - (17,025) (1,248)
Total net position (deficit) - beginning of year as restated 357,726 1,175,276 469,528 283,170 79,355 19,006
Total net position (deficit) - end of year $ 389,148 $ 1,162,562 S 455,461 $ 293,067 S 93,840 S 23,105

Adjustment to reflect the consolidation of internal service funds
related to enterprise funds 1,173

Change in net position of business-type activities S 30,196

See accompanying notes to financial statements.
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STATEMENT OF FIDUCIARY NET POSITION

CITY OF MEMPHIS, TENNESSEE

FIDUCIARY FUNDS Exhibit A-12

(Thousands of Dollars)

For the fiscal year ended June 30, 2017

Pension Sold
and OPEB Property Tax
Trust Receivable
Funds Agency Fund

ASSETS

Cash and cash equivalents S 52,817 -

Investments, at fair value:
U.S. government securities - long-term 149,521 -
Common stock - domestic 1,204,416 -
Common stock - foreign 264,690 -
Preferred stock - domestic - -
Preferred stock - foreign 3,176 -
Corporate bonds - domestic 377,097 -
Corporate bonds - foreign 119,740 -
Mutual funds and money market funds 126,445 -
Equity ETF 195,585
Governement bond mutual fund - international 22,152 -
Corporate bond mutual funds - domestic 97,255 -
Corporate bond mutual funds - international 15,027 -
Convertible bond mutual fund - domestic 14,539 -
Collateralized mortgage obligations 5,406 -
Asset-backed pooled securities 21,575 -
Mortgage-backed pooled securities 87,995 -
Investments in index funds 173,100 -
Investments in limited partnerships 106,703 -
Investments in real estate 295,883 -
Investments in high yield bond fund 15,034 -
Investments in private equities 48,048 -
Investments in international equity fund 525,893 -
Investments in international bond fund 16,668 -
Hedge funds 46,187 -
Distressed debt funds - domestic 39,163 -
Distressed debt funds - foreign 34,183 -
Life Settlement fund 40,023
Investment short sales & written options (2)

Total investments 4,045,502 -

Equity in cash and investment pool 4,610 593

Interest and dividend receivables 8,263 -

Receivable for securities sold 259,952 -

Property tax receivable - current - 11,458

Property tax receivable - delinquent - 1,932

Employer and employee contributions receivable 2,649 -

Other Receivables -

Collateral held in trust for securities on loan 199,944 -

Total assets 4,573,737 13,983

LIABILITIES

Accounts payable and other liabilities 353,840 593

Collateral subject to return to borrowers 199,944 -

Total liabilities 553,784 593

DEFERRED INFLOWS OF RESOURCES

Deferred Inflows - Pension 700

Revenue collected in advance 224 13,390

Total deferred inflows of resources 924 13,390

NET POSITION

Held in trust for pension benefits, pool participants, and OPEB S 4,019,029 -

See accompanying notes to financial statements.
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

CITY OF MEMPHIS, TENNESSEE

FIDUCIARY FUNDS Exhibit A-13
(Thousands of Dollars)
For the fiscal year ended June 30, 2017
Pension
and OPEB

ADDITIONS
Contributions:
Employer
Medicare Part D
Plan members
Total contributions

Transfer from other fund
Pharmacy rebates
Investment income:
Interest and dividend income
Securities lending income
Other investment income
Gain on real estate investments
Net appreciation in the fair value of investments
Total investment income
Total additions
DEDUCTIONS
Benefits
Administrative expenses
Refunds of contributions
Total deductions

Net (decrease)/increase

Net position - beginning of year

Net position - end of year

See accompanying notes to financial statements.
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Trust Funds

S 128,841
227
45,005

174,073

7,500

865

74,131
988
1,600
13,262
340,475

430,456

612,894

317,728
27,371
20,503

365,602

247,292

3,771,737

S 4,019,029




COMBINING STATEMENT OF NET POSITION

CITY OF MEMPHIS, TENNESSEE

COMPONENT UNITS Exhibit A-14
(Thousands of Dollars)
June 30, 2017
Memphis Memphis -
Area Shelby County Memphis Memphis
Transit Airport Cook Convention Zoological
Authority Authority Center Society Total
ASSETS
Current unrestricted assets:

Cash and cash equivalents 4,263 S 20,107 S 1,585 6,265 32,220

Investments - 29,911 - 6,861 36,772
Receivables:

Federal and state grants 7,842 40 - - 7,882

Accounts receivable 171 6,332 767 1,802 9,072
Due from other agencies and governments - - - 690 690
Inventories of materials and supplies 3,205 1,505 - 253 4,963
Prepaid expenses 411 2,503 29 426 3,369
Total current unrestricted assets 15,892 60,398 2,381 16,297 94,968
Current restricted assets:

Cash and cash equivalents - 70,159 - 1,000 71,159

Investments - 46,859 - - 46,859

Capital contributions receivable - 6,246 - - 6,246

Accrued interest - 535 - - 535
Total current restricted assets - 123,799 - 1,000 124,799
Total current assets 15,892 184,197 2,381 17,297 219,767
Non-current restricted assets:

Investments 522 31,852 - - 32,374
Total non-current restricted assets 522 31,852 - - 32,374
Capital assets:

Land 2,731 159,875 643 - 163,249

Buildings 175,674 563,506 43,343 - 782,523

Avigation easements - 46,679 - - 46,679

Improvements other than buildings - 954,231 - - 954,231

Machinery, buses and equipment 101,492 118,419 8,408 - 228,319

Less accumulated depreciation and amortization (164,311) (1,003,613) (47,983) - (1,215,907)
Total capital assets, net 115,586 839,097 4,411 - 959,094
Construction in progress 404 25,439 489 51 26,383
Net capital assets 115,990 864,536 4,900 51 985,477
Total assets 132,404 1,080,585 7,281 17,348 1,237,618
DEFERRED OUTFLOWS
Pension contribution 6,671 - - - 6,671
Pension expense 5,790 - - - 5,790
Deferred charges on refundings - 2,284 - - 2,284
Deferred actuarial losses-pensions - 3,235 - - 3,235
Total assets and deferred outflows 144,865 1,086,104 7,281 17,348 1,255,598
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COMBINING STATEMENT OF NET POSITION
COMPONENT UNITS
(Thousands of Dollars)

CITY OF MEMPHIS, TENNESSEE

Exhibit A-14
(Continued)

June 30, 2017
Memphis Memphis -
Area Shelby County Memphis Memphis
Transit Airport Cook Convention Zoological
Authority Authority Center Society Total
LIABILITIES
Current:
Notes and accounts payable 948 S 9,410 S 531 S 1,210 12,099
Due to other agencies and governments 2,018 - 10 - 2,028
Accrued liabilities 365 10,096 261 1,394 12,116
Unearned revenue 308 9,863 18 1,699 11,888
Current installment of revenue bonds payable and fu - 22,607 508 - 23,115
Total current liabilities 3,639 51,976 1,328 4,303 61,246
Long-term (net of current maturities):
Net OPEB liability 36,084 - - - 36,084
Lease revenue received in advance - 64,047 - - 64,047
Net pension liability 6,212 13,878 - - 20,090
Revenue bonds payable - 297,813 - - 297,813
Other long-term obligations 5,000 1,329 - - 6,329
Total long-term liabilities 47,296 377,067 - - 424,363
Total Liabilities 50,935 429,043 1,328 4,303 485,609
DEFERRED INFLOWS
Pension 1,585 5,615 - - 7,200
Total liabilities and deferred inflows 52,520 434,658 1,328 4,303 492,809
NET POSITION
Net investment in capital assets - 541,400 4,899 - 546,299
Restricted for:
Capital acquisition/projects 115,990 83,524 - - 199,514
Self-insurance 510 - - - 510
Other - - - 7,613 7,613
Unrestricted (24,155) 26,522 1,054 5,432 8,853
Total Net Position 92,345 651,446 5,953 13,045 762,789
Total liabilities, deferred inflows and net position 144,865 S 1,086,104 S 7,281 S 17,348 S 1,255,598

See accompanying notes to financial statements.
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NOTES TO FINANCIAL STATEMENTS CITY OF MEMPHIS, TENNESSEE
(Thousands of Dollars)
For the fiscal year ended June 30, 2017

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting entity

The City of Memphis, Tennessee (the City), incorporated in 1826, operates under an elected Mayor-Council
form of government and is organized into the following divisions: City Attorney, City Engineer, Executive, Fire
Services, Finance and Administration, General Services, Housing and Community Development, Human
Resources, Information Systems, Library, Office of Planning and Development, Parks and Neighborhoods,
Police Services, Public Works, and Memphis Light, Gas and Water (MLGW). The accompanying financial
statements present the City and its component units, entities for which the City is considered to be financially
accountable. Each discretely presented component unit is reported in a separate column in the combining
statement of major component units within the basic financial statements (see note below for description) to
emphasize that it is legally separate from the City.

Fiscal Year-End

The City of Memphis maintains a fiscal year of July 1 — June 30. Memphis Light, Gas and Water (MLGW), a
division of the primary government, has a fiscal year-end of December 31. Thus, the amounts and disclosures
for the MLGW Enterprise Funds, the MLGW Other Post Employment Benefits Trust Fund and the MLGW
Retirement System Fund are as of December 31, 2016. The disclosures for other divisions, component units,
and joint ventures are as of their June 30 fiscal year-end.

Discretely Presented Component Units

The component unit column in the government-wide financial statements includes the financial data of the
City’s component units. They are reported in separate columns in a combining statement in the basic
statements after the fund financial statements to emphasize that they are legally separate from the City.

Memphis Cook Convention Center - The Memphis Cook Convention Center was formed in 1917 under the
Tennessee Private Act (TPA) of 1917, Chapter 420, as subsequently amended. In accordance with the TPA,
deficit results from operations, maintenance, repairs and insurance that are not funded from the operations of
the Center were paid equally by the City and Shelby County (the County) through June 30, 2011. Prior to
August 25, 2011, the Center was jointly owned by the City and the County. On August 25, 2011, the City
became the sole owner of the Center and the deficit is now solely funded by the City. Memphis Management
Group, LLC, a wholly owned subsidiary of Memphis Convention and Visitors Bureau, manages the facility.

While the Center self-reports as an Enterprise Fund, for City reporting purposes the Center is considered a
discretely presented component unit. In fiscal year 2016, the City opted to disclose the Memphis Cook
Convention Center as a blended component unit under the guidelines of Governmental Accounting Standards
Board Statement No. 61 (GASB 61); however upon further analysis, the City has determined that the Memphis
Cook Convention Center meets the requirements of a discretely presented component unit under GASB 14.
Complete financial statements for the Center may be obtained at The City of Memphis, 125 North Main Street
- Third Floor, Room 368, Memphis, TN 38102 Phone: 901-576-6657.
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NOTES TO FINANCIAL STATEMENTS CITY OF MEMPHIS, TENNESSEE
(Thousands of Dollars) (Continued)
For the fiscal year ended June 30, 2017

Memphis Area Transit Authority (MATA) — MATA was created by City ordinance on May 13, 1975, replacing
the Memphis Transit Authority. The MATA Board consists of seven members nominated by the City Mayor and
approved by the City Council for terms of three years. MATA has the authority to supervise the operations of
the City’s transit system. The system is managed by a private management firm hired by MATA. MATA s
funded by a combination of user fees, federal and state grants, and a subsidy from the City. MATA’s annual
budget, rates and fares are approved by the City Council. MATA must also obtain the approval of the City
Council before incurring certain obligations. MATA's fiscal year-end is June 30.

Complete financial statements for this component unit may be obtained at the entity’s administrative office:
MATA, 1370 Levee Road, Memphis, TN 38108 Phone: 901-722-7162

Memphis Shelby County Airport Authority (MSCAA) — MSCAA was established by City resolution on
September 30, 1969. The City Mayor has the right to appoint six of seven Board members (seven year terms)
of MSCAA. MSCAA’s Board selects management staff, sets user charges, establishes budgets and controls all
aspects of general aviation, airport management and development. MSCAA’s fiscal year-end is June 30.
Complete financial statements for this component unit may be obtained at the entity’s administrative office:
MSCAA, 2491 Winchester Road, Suite 113, Memphis, TN 38116 Phone: 901-922-8000

Memphis Zoological Society (MZS) — MZS was created as a nonprofit in April 1951 by Charter to manage and
support the Memphis Zoo and Aquarium in its efforts to preserve wildlife through education, conservation and
research. All land, buildings, exhibits and other physical assets used by MZS are the property of the City of
Memphis. MZS operates on a 52-53 week fiscal year ending on the last Sunday in the month of June. The year
ended June 30, 2016, contained 52 weeks.

Complete financial statements for this component unit may be obtained at the entity’s administrative office:
MZS, 2000 Prentiss Place, Memphis, TN 38112 Phone: 901-333-6500

Blight Authority of Memphis, Inc. (BAM) — BAM was authorized by City of Memphis Resolution and created in
November 2015 as a nonprofit 501(c)(3) organization. The general nature of the business to be transacted by
the corporation and the general purpose for which it is organized is to conduct business as a land bank as
prescribed by the Tennessee Local Land Bank Program. The organization is declared to be performing a public
function on behalf of the City of Memphis and to be a public instrumentality of the City by providing a tool to
support economic revitalization through returning blighted properties, vacant properties, abandoned
properties, and tax-delinquent properties to productive use.

BAM is managed by a Board of Directors consisting of nine (9) voting members, who shall be qualified
residents and voters of the City of Memphis, all of whom shall be appointed by the Mayor of the City of
Memphis and approved by the Memphis City Council. The Board shall also include one (1) non-voting member
who shall be the Mayor of the City of Memphis, or a City official acting as the Mayor’s designee, and one (1)
non-voting member who shall be a member of the City Council.

The organization is established with a fiscal year ending June 30. As of June 30, 2017, there were no material
financial transactions to report. Future disclosures of this discretely presented component unit will be
presented in accordance with Governmental Accounting Standards Board (GASB) Statement No. 14.
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Related Organization

The City Mayor has the right to appoint members of the Memphis Housing Authority (MHA) Board, but the
City is not able to impose its will as such members can only be removed with cause. Furthermore, the
potential for MHA to provide financial benefit to or impose financial burden on the City does not exist.

Joint Ventures

Joint ventures represent organizations owned, operated or governed by two or more participants where no
single participant has the ability to unilaterally control the joint venture. The City is a participant in several
joint ventures in which it retains an ongoing financial interest or an ongoing financial responsibility. The City
participates in the following joint ventures (see Note V. D.):

e Memphis and Shelby County Port Commission-subsidiary of Economic Development Growth Engine
Industrial Development Board (EDGE)

e New Memphis Arena Public Building Authority of Memphis and Shelby County, Tennessee

e Sports Authority of Memphis and Shelby County Incorporated

Jointly Governed Organizations

The City, in conjunction with Shelby County, Tennessee (the County), created the following organizations that
are not considered joint ventures as the City and the County do not retain an ongoing financial interest or
responsibility.

Downtown Memphis Commission (the Commission) — The Commission is an organization responsible for
promotion and redevelopment of the Memphis Center City area. Board members (ten) are appointed by the
City and the County Mayors, with approval by the City Council and the County Commission, for three year
terms. The City collects special assessment taxes for the promotion and maintenance of the Memphis
downtown area that are remitted annually to the Commission for such activities. Prior to July 1, 2011 the
Commission’s official name was the Center City Commission.

Memphis and Shelby County Parking Authority (the Parking Authority) — The Parking Authority is a nonprofit
corporation established jointly by the City and the County in fiscal year 1998 under the laws of the State of
Tennessee. The Parking Authority provides uniform parking policies, coordinated management including the
relation of parking to public and private transportation patterns, and strategic planning for existing and future
parking facilities. The City and County Mayors appoint the Board members (seven) for terms that range from
two to six years.

Memphis and Shelby County Community Redevelopment Agency (CRA) — Memphis and Shelby County
Community Redevelopment Agency (CRA) is a joint operation of the City and County and is managed by a
seven-member board. Three members are appointed by the City Mayor with approval by the City Council and
three members are appointed by the County Mayor with the approval of the County Commission. One
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member is jointly approved by the City and County. The CRA’s purpose is to ameliorate the slum and blight
conditions within the City of Memphis and unincorporated areas of Shelby County.

Memphis Center City Revenue Finance Corporation (CCRFC) — CCRFC is a nonprofit corporation established
jointly by the City and the County under the laws of the State of Tennessee. The Finance Corporation provides
various forms of financial assistance for development projects. The City and the County Mayors appoint the
Board members (nine), with approval by the City Council and the County Commission, for six year terms.

Economic Development Growth Engine Industrial Development Board (EDGE) — In January 2011, Shelby
County Commissioners and the Memphis City Council approved a resolution establishing the authorization and
formation of the Economic Development Growth Engine Industrial Development Board of the City of Memphis
and County of Shelby, TN (EDGE). The resolution approved and directed the Industrial Development Board
(IDB), the Depot Redevelopment Corporation of Memphis and Shelby County and the Memphis and Shelby
County Port Commission to take all actions appropriate to effectuate coordination and consolidate operations
where possible within EDGE. EDGE operates as a nonprofit corporation for the purpose of acting as the
leading and coordinating entity of Memphis and Shelby County, Tennessee, for all economic, developmental,
and growth initiatives among other development organizations. The eleven-member EDGE board is comprised
of five members nominated by each the City and Shelby County Mayors, one jointly appointed member that
serves as board chair and one non-voting member from both the Memphis City Council and the Shelby County
Commission.

Industrial Development Board (IDB) — The IDB operates as a nonprofit corporation for the purpose of
promoting industrial development in the City and the County. The nine Board members are appointed by the
City and the County Mayors, with approval by the City Council and the County Commission, for six year terms.
A resolution approving and directing the IDB to consolidate within the Economic Development Growth Engine
Industrial Development Board (EDGE) was passed in January 2011 by the Memphis City Council and Shelby
County Commission.

Depot Redevelopment Corporation of Memphis and Shelby County (the Corporation) — The Depot
Redevelopment Corporation is a nonprofit corporation established jointly by the City and County under the
laws of the State of Tennessee. The primary purpose of the Corporation is to secure from the United States
the land, building, and equipment of the Memphis Defense Depot (closed 