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Independent Auditor’s Report

Members of the Board of Directors
Memphis Area Association of Governments
Cordova, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Memphis Area Association of Governments (MAAG), as of and for the year ended June 30,
2016, and the related notes to the financial statements, which collectively comprise MAAG’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
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.

Your Long-Term Accounting Partner



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of MAAG, as of June
30, 2016, and the respective changes in financial position for the year then ended in conformity 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 5-8 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquires 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 MAAG’s basic financial statements. The accompanying financial information
listed as supplementary and other information and the introductory section in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 17,
2017, on our consideration of MAAG’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, and not to provide an opinion on
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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 MAAG’s internal control
over financial reporting and compliance.

Jackson, Tennessee
February 17, 2017
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Memphis Area Association of Governments (MAAG), we offer readers of
MAAG’s financial statements this narrative overview and analysis of the financial activities of MAAG for
the fiscal year ended June 30, 2016. Comparative analysis of key elements of total governmental funds
has been provided. A prior year comparative analysis of government-wide data has been provided.

FINANCIAL HIGHLIGHTS
• The assets of MAAG exceeded its liabilities at the close of the fiscal year by $433,592 (net

position). Of this amount $423,493 (unrestricted net position) may be used to meet MAAG’s
ongoing obligations to citizens and creditors.

• As of the close of the fiscal year, MAAG’s governmental funds reported an ending fund balance
of $423,925. This was a decrease of $982,640, or 70%, from the prior year’s fund balances. Of
the ending fund balance, 99% was unassigned and available for current use by MAAG.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis are intended to serve as an introduction to MAAG’s basic financial
statements. MAAG’s basic financial statements are comprised of the following components:

1. Government-wide financial statements
2. Fund financial statements and
3. Notes to the financial statements.
4. This report also contains required supplementary information and supplementary and other

information in addition to the basic financial statements themselves.

Government-Wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of
MAAG’s finances, in a manner similar to a private-sector business.

• The Statement of Net Position presents information on all of MAAG’s assets, liabilities, and
deferred oufflows and inflows of resources, with the difference reported as the net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of MAAG is improving or deteriorating.

• The Statement of Activities presents information showing how MAAG’s net position changed
during the most recent fiscal year. 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 flows in future fiscal periods (e.g. compensated absences, etc.).

Substantially all revenues for MAAG are derived from programs funded by federal and state grants or
by local governmental dues and contracts.

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. MAAG, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of MAAG are governmental 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, the focus is on near-term inflows and oufflows of spendable
resources, as well as on balances of spendable resources at the end of the fiscal year. Such
information may be useful in evaluating the government’s near-term financing requirements. Because
the focus of governmental funds is narrower than that of government-wide financial statements, it is
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MANAGEMENT’S DISCUSSION AND ANALYSIS

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 MAAG’s near-term financing decisions. Both the Balance
Sheet — Governmental Funds and the Statement of Revenues, Expenditures and Changes in Fund
Balances — Governmental Funds provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities. The governmental fund financial statements and
reconciliations can be found on pages 11 to 14 of this report.

MAAG maintains two governmental funds. Information is presented separately in the Balance Sheet —

Governmental Funds and in the Statement of Revenues, Expenditures, and Changes in Fund Balances
— Governmental Funds for the general fund and the revolving loan fund program which are both
considered to be major funds.

Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes to the financial statements can be found
on pages 15 to 22 of this report.

Other Information
In addition to the basic financial statements and accompanying notes, this report also presents certain
supplementary and other information. The introductory section includes the directory and the
supplementary and other information section includes supplementary schedules of selected financial
and other information.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position - As noted earlier, net position may serve over time as a useful indicator of
a government’s financial position. In the case of MAAG, assets exceeded liabilities by $434,966 at the
close of the most recent fiscal year. The largest portion of MAAG’s net position reflects its cash balance
from industries through the loan programs.

Go~rnmentaI
ActhAties

2016 2015
Current and other assets $ 514,361 $ 1544,533
Capital assets 10,099 13,882

Total assets 524,460 1,558,415

Long-term liabilities 6,417 7,298
Other liabilities 84,451 39,496

Total liabilities 90,868 46,794

Net position:
ln’~estment in

capital assets 10,099 13,882
Restricted - 1,067,218
Unrestricted 423,493 430,521

Total net position $ 433,592 $ 1,511,621
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MANAGEMENT’S DISCUSSION AND ANALYSIS

At the end of the current fiscal year, MAAG is able to report positive balances on all categories of net
position, both for MAAG as a whole, as well as for the separate governmental activities. This same
situation held true for the prior fiscal year.

During the current fiscal year, MAAG’s net position decreased by $1,078,029. The decrease was
primarily due to the transfer of the Revolving Loan Fund to another district during the year.

Statement of Activities — Expenses in the government wide activities exceeded revenues by
$1 ,078,029. Key elements of the changes in net position are as follows:

Go~ernmental
Acth4ties

2016 2015
Re’~enues:

Program re~nues:
Charges for senAces $ 151,742 $ 118,108
Operating grants and

contributions 819,504 391,545
General re~nues:

Other 17,462 23,865
Total re~nues 988,708 533,518

Expenses:
Administration 2,066,737 707,788

Total expenses 2,066,737 707,788

Change in net position (1,078,029) (174,270)
Net position - beginning 1,511,621 1,607,141
Prior period adjustment - 78,750
Net position - beginning restated 1,511,621 1,685,891
Net position - ending $ 433,592 $ 1,511,621

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental funds - The focus of MAAG’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
MAAG’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.

The general fund account is MAAG’s operating fund. General fund balance was $423,925 at the end of
the current fiscal year. Of that balance, $420,325 is unassigned and available to meet the day-to-day
needs of MAAG. The remaining balance is composed of nonspendable funds of $3,600.

CAPITAL ASSET AND DEBT ADMINISTRATION

CapitalAssets - At the end of the current fiscal year, MAAG had invested $10,099, net of accumulated
depreciation in equipment and furniture and fixtures. Additional information on MAAG’s capital assets
can be found in Note 40 beginning on page 20 of this report.

Long-term debt - MAAG had no major debt during fiscal year 2016.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

ECONOMIC FACTORS

The unemployment rate for the Memphis Metropolitan Statistical Area is 5.1%. The state’s
unemployment rate is 4.8%. The national average unemployment rate is 4.6%. All of the rates are from
labor statistics as of November 2016.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Memphis Area Association of
Governments’ finances for citizens, taxpayers, customers, investors, creditors and all others with an
interest in MAAG’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Executive Director, Memphis
Area Association of Governments, 8829 Cordova Road, Suite 103, Cordova, Tennessee 38016.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
STATEMENT OF NET POSITION

June 30, 2016

Governmental
Activities

Assets
Cash and cash equivalents $ 47,826
Certificates of deposit 230,846
Receivables:

Intergovernmental - grants 197,922
State contracts 18,982
Other receivables (net of allowance

for uncollectibles of $5,810) 9,235
Deposits 5,950
Prepaid items 3,600
Capital assets (net of accumulated depreciation) 10,099

Total assets 524,460

Liabilities
Accounts payable 79,327
Accrued expenses 5,124
Accrued leave 6,417

Total liabilities 90,868

Net Position
Investment in capital assets 10,099
Unrestricted 423,493

Total net position $ 433,592

The accompanying notes are an integral part of the financial statements.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2016

FunctionslPrograms
Governmental activities:

Administration $ 2,066,737 $ 151,742 $ 819,504

General revenues:
Interest income - general
Interest income - loan program
Other general revenues

Total general revenues

Change in net position

Net position - beginning

Net position - ending

Net (Expense) Revenue and
Changes in Net Position

Governmental
Activities

$ (1,095,491)

7,607
8,835
1,020

17,462

(1,078,029)

1,511,621

$ 433,592

The accompanying notes are an integral part of the financial statements.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2016

Assets
Cash
Certificates of deposit
Receivables:

Intergovernmental - grants
State contracts
Other receivables (net of allowance

for uncollectibles of $5,810)
Deposits
Prepaid items

Total assets

General
Fund

$ 47,826
230,846

197,922
18,982

9,235
5,950
3,600

514,361

Revolving
Loan Fund

$

Total
Governmental

Funds

$ 47,826
230,846

197,922
18,982

9,235
5,950
3,600

514,361

79,327
5,124

84,451

79,327
5,124

84,451

Deferred inflows of resources
Unavailable revenues - nongrant

Total deferred inflows of resources
5,985
5,985

5,985
5,985

Fund Equity
Fund balances:

Nonspendable
Unassigned

Total fund balances

Total liabilities, deferred inflow of
resources, and fund balances

3,600
420,325
423,925

$ 514,361 $

3,600
420,325
423,925

$ 514,361

The accompanying notes are an integral part of the financial statements.

Liabilities, deferred inflows of resources, and fund balance
Liabilities

Accounts payable
Accrued expenses

Total liabilities
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION
June 30, 2016

Amounts reported for the governmental activities in the statement of net position (Page 9) are
different because:

Fund balance - total governmental funds (Page 11) $ 423,925

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds 10,099

Receivables not available to pay for current expenditures and, therefore, are
unavailable in the funds 5,985

Long-term liabilities, including accrued leave, are not due and payable in the
current period and, therefore, are not reported in the funds (6,417)

Net position of governmental activities (Page 9) $ 433,592

The accompanying notes are an integral part of the financial statements.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2016

Total

Revenues:
Intergovernmental:

Federal
State
Contracts

Charges for services:
Project administration
Dues

Other:
Interest
Miscellaneous
Bad debt expense

Total revenues

Expenditures:
Current:

Administration

Net change in fund balance

Fund balance - beginning
Restatement - change in principle
Fund balance - beginning (restated)

Fund balances - ending

General
Fund

$ 141,273
678,231

72,764

145,170
37,194

7,607
556

(5,512)
1,077,283

1,008,777

68,506

339,347
16,072

355,419

$ 423,925

Revolving
Loan Fund

$

8,835
464

(21,459)
(12,160)

1,055,058

(1,067,218)

1,067,218

1,067,218

$

Governmental
Funds

$ 141,273
678,231

72,764

145,170
37,194

16,442
1,020

(26,971)
1,065,123

2,063,835

(998,712)

1,406,565
16,072

1,422,637

$ 423,925

The accompanying notes are an integral part of the financial statements.
13-



MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2016

Amounts reported for the governmental activities in the statement of activities (Page 10) are
different because:

Net change in fund balance- total governmental funds (Page 13) $ (998,712)

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 in the current
period. This is the amount by which capital outlays exceeded depreciation
in the current period.

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds (grants and nongrant).

Some expenses reported in the statement of activities, such as accrued leave
do not require the use of current financial resources and, therefore, are not

(3,783)

(76,415)

reported as expenditures in the governmental funds.

Change in net position of governmental activities (Page 10)

The accompanying notes are an integral part of the financial statements.

881

$ (1,078,029)
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Memphis Area Association of Governments (MAAG) operates under an Executive Director-
Board of Directors form of organization. As of June 30, 2016, the Board of Directors was composed
of nineteen members. As required by generally accepted accounting principles, these financial
statements present all funds, which comprise MAAG. There are no other component units, entities
for which MAAG is considered financially accountable, which should be included.

MAAG was established in 1968 through state and federal legislation and serves as a regional
clearinghouse for federal programs in support of economic, housing and community development
initiatives to county governments in Fayette, Lauderdale, Shelby and Tipton in Tennessee; DeSoto
in Mississippi; and Crittenden in Arkansas.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statements of net position and the statement of
activities) report information on all of the activities of MAAG. The effect of the interfund activity has
been eliminated from these statements.

The statement of activities demonstrates the degree to which the direct expenses of the given
function, or segment, are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
a given function or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Other items not properly
included among program revenues are reported instead as general revenues.

Major individual governmental funds are reported as separate columns in the fund financial
statements.

C. Measurement Focus, Basis of Accounting, and Financial Statements Presentation

The financial statements of MAAG have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financia[ reporting principles. The more significant accounting policies of MAAG are
described below.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

current period. For this purpose, the government considers revenues to be available if they are
collected within sixty days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, expenditures related
to compensated absences and claims and judgments, are recorded only when payment is due.

Grants and interest associated with the current fiscal period are considered to be susceptible to
accrual and have been recognized as revenues of the current fiscal period. A deferred amount is
recognized for the portion of those revenues that are not available within one year of the close of
the fiscal year. All other revenue items are considered to be measurable and available only when
cash is received by the government.

When both restricted and unrestricted resources are available for use, it is MAAG’s policy to use the
restricted resources first, then unrestricted resources as they are needed.

MAAG reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The revolving loan fund is used to account for loans issued to stimulate economic development
in service area. The loans were transferred to another district during the year and the fund was
closed.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the government’s funds
and various other functions of the government. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

D. Assets, Liabilities, and Net Position or Fund Balance

Deposits and investments
MAAG’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with maturities of three months or less from the date of acquisition. State
statutes authorize MAAG to invest in certificates of deposit, obligations of the U.S. Treasury,
agencies and instrumentalities, obligations guaranteed by the U.S. government or its agencies,
repurchase agreements and the state’s investment pool.

Investments for MAAG are reported at fair value.

Receivables and payables
During the course of operations, transactions occur between individual funds for goods provided or
services rendered. These receivables and payables are classified as “due from other funds” or
“due to other funds” on the balance sheet.

Notes receivable are shown net of an allowance for uncollectibles. The allowance is recorded
based on the past history of collections and current knowledge of individual loans.

Grant and other intergovernmental receivables are recorded when the funds are earned.

-16-



MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

Capital assets
Capital assets, including equipment and furniture and fixtures are reported in the government-wide
financial statements. Capital assets are defined by the government as assets with an initial,
individual cost of more than $500 and an estimated useful life in excess of five years.

All land, construction in progress, and works of art will be included. Donated capital assets are
recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of capital
assets of business-type activities is included as part of the capitalized value of the assets
constructed.

Capital assets of MAAG are depreciated using the straight line method over five to seven years for
each asset class.

Compensated absences
MAAG records as expenditures the vacation accrued during the year that would normally be
liquidated with expendable available financial resources. The employees accumulate vacation days
and in the event of termination, employees are reimbursed for accumulated vacation. All employees
accrue sick leave up to a maximum accumulation of 35 days. However, no employees retain any
vested interest in their unused sick leave upon termination of employment. As of June 30, 2016,
MAAG has accrued $6,417 for compensated absences.

Deferred Oufflowsll nflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period and so will not
be recognized as an outflow of resources (expense/expenditure) until then. MAAG currently has no
items that qualify for reporting in this category.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The items that qualify for reporting
as deferred inflows of resources in the fund statements are unavailable revenue and are disclosed
on page 11.

Net Position Flow Assumption
Sometimes MAAG will fund outlays for a particular purpose from both restricted (e.g. restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted — net position and unrestricted — net position in the financial statements, a flow
assumption must be made about the order in which the resources are considered to be applied. It
is MAAG’s policy to consider restricted — net position to have been depleted before unrestricted —

net position is applied.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

Fund equity
In accordance with GASB No. 54, fund balances are classified as follows:

Nonspendable: Amounts that cannot be spent either because they are not in a spendable form
or because they are legally or contractually required to be maintained intact.

Restricted: Amounts that can be spent only for specific purposes because of the charter, state or
federal laws, or externally imposed conditions by grantors or creditors.

Committed: Amounts that can be used only for specific purposes determined by formal action by
the Board of Directors ordinance or resolution. To be reported as committed, amounts cannot be
used for any other purpose unless MAAG takes the same highest level of action to remove or
change the constraint.

Assigned: Amounts MAAG intends to use for a specific purpose. Intent can be expressed by the
Board of Directors or by an official or body to which the Board of Directors delegates the
authority.

Unassigned: Amounts that are available for any purpose.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, MAAG considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are available,
MAAG considers amounts to have been spent first out of committed funds, then assigned funds,
and finally unassigned funds, as needed, unless the Board of Directors or the finance committee
has provided otherwise in its commitment or assignment actions.

NOTE 2- RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
Government-wide Statement of Net Position

The governmental fund balance sheet includes reconciliation between fund balance - total
governmental funds and net position - governmental activities as reported in the government-wide
statement of net position. One element of that reconciliation explains that “capital assets used in
governmental activities are not financial resources and, therefore, are not reported in the funds.”
The details of this $10,099 difference are as follows:

Capital assets $ 45,399
Accumulated depreciation (35,300)
Net adjustment to increase fund balance - total go~mmental funds to arri~e

at net position - go~mmental act[Aties $ 10,099
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Net Position and the Government-Wide Statement of
Activities

The reconciliation of the statement of revenues, expenditures, and changes in net position of
governmental funds to the statement of activities includes a reconciliation between changes in net
position - total governmental funds and changes in net position of governmental activities as
reported in the government-wide statement of activities. One element of that reconciliation explains
that “Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of these assets is allocated over their estimated useful lives and reported as
depreciation expense.” The details of this $3,783 difference are as follows:

Capital outlay $ 3,895
Depreciation expense (7,645)
Gain (Loss) on disposition of assets (33)
Net adjustment to reduce net changes in fund balances - total go~ernmental

funds to arri~ at changes in net position of go~mmental acti’~4ties $ (3,783)

Another element of that reconciliation states that “revenues in the statement of activities that do not
provide current financial resources are not reported as revenues in the funds.” The details of this
($76,415) difference are as follows:

Current year una~ilable re~nues $ 5,985
Prior year una~ilable re”.~nues (98,472)
Restatement of equity - una~’ailable re~nues 16,072
Net adjustment to reduce net changes in fund balances - total go~rnmental

funds to arri’~ at changes in net position of go~mmental acti’vities $ (76,415)

Another element of that reconciliation states that “some expenses reported in the statement of
activities, such as accrued leave do not require the use of current financial resources and,
therefore, are not reported as expenditures in the governmental funds.” The details of this $881
difference are as follows:

Prior year compensated absences $ 7,298
Current year compensated absences (6,417)
Net adjustment to reduce net changes in fund balances - total governmental

funds to arrh~e at changes in net position of go~mmental activities $ 881

NOTE 3- STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information

MAAG does not have an annual appropriated budget. Grant documents serve as the financial plans for
budgetary purposes.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE 4- DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

MAAG’s policies limit deposits and investments to those instruments allowed by applicable state
laws and described in Note 1. State statutes require that all deposits with financial institutions must
be collateralized by securities whose market value is equal to 105% of the value of uninsured
deposits. The deposits must be collateralized by federal depository insurance, the Tennessee Bank
Collateral Pool, by collateral held by MAAG’s agent in MAAG’s name, or by the Federal Reserve
Banks acting as third party agents. State statutes also authorize MAAG to invest in bonds, notes or
treasury bills of the United States or any of its agencies, certificates of deposit at Tennessee state
chartered banks and savings and loan associations, and federally chartered banks and savings and
loan associations, repurchase agreements utilizing obligations of the United States or its agencies
as the underlying securities, and the state pooled investment fund. Statutes also require that
securities underlying repurchase agreements must have a market value of at least equal to the
amount of funds invested in the repurchase transaction. As of June 30, 2016, all bank deposits
were fully collateralized or insured.

GASB 31, Accounting and Financial Reporting for Certain Investments and External Investment
Pools, requires investments with a remaining maturity of one year or more to be reported at fair
value. The investments of MAAG consist of certificates of deposit of which the fair value is
considered to be the cost.

B. Receivables

Receivables as of the year end for the government’s individual major funds, including the applicable
allowances for uncollectible accounts are as follows:

General
Recei~bles:

State contracts $ 18,982
lntergo~mmental - grant 197,922
Other - nongrant 15,045

Gross recei’~bles 231,949
Less: Allowance

for uncollectibles 5,810
Net total recei~bles $226,139

Governmental funds report unavailable revenue in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Governmental funds
also defer revenue recognition in connection with resources that have been received, but not yet
earned. At the end of the current fiscal year, various components of unavailable revenue were
reported as follows:

Modified Accrual!
Unavailable/Unearned

$ 5,985
$ 5,985

Nongrant revanue
Total unavailable revanue
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June 30, 2016

C~ Capital Assets

Governmental activities capital asset changes for the year ended June 30, 2016, was as follows:

Go~ernmental acti\~ities: Beginning Balance Increases Decreases Ending Balance
Capital assets, being depreciated:

Equipment $ 18,331 $ 3,895 $ 969 $ 21,257
Furniture and fIxtures 24,142 - - 24,142
Total capital assets, being depreciated 42,473 3,895 969 45,399

Less accumulated depreciation for:
Equipment 14,166 3,795 936 17,025
Furniture and fixtures 14,425 3,850 - 18,275
Total accumulated depreciation 28,591 7,645 936 35,300

Total capital assets, being depreciated, net $ 13,882 $ (3,750) $ 33 $ 10,099

Depreciation expense for the current fiscal year was $7,645.

D. Interfund Receivables and Payables and Transfers

MAAG had no outstanding interfund balances as of June 30, 2016, and no transfers between funds
during the year ended June 30, 2016.

E. Operating Leases

MAAG rents office space through a noncancelable lease that expires on May 31, 2021.
Additionally, MAAG has a lease agreement for the use of a copy machine through July 2018. Both
leases were determined to be operating leases. The current year lease expenses were $36,325
and $2,532, respectively.

Future minimum lease payments under these leases are as follows:

Year Ended June 30
2017 $ 45,279
2018 43,373
2019 43,200
2020 43,200
2021 39,600

$ 214,652

NOTE 5-OTHER INFORMATION

A. Risk Management

MAAG is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. MAAG carries
commercial insurance for all of the above risks. Settled claims have not exceeded this commercial
coverage in any of the past three years and there has been no significant reduction in the amount of
coverage provided.
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B. Retirement Plan

MAAG employees are eligible to participate in an optional tax-deferred SIMPLE IRA retirement
savings plan operated by MAAG through MetLife. MAAG matches employee contributions to the
plan up to three percent. The maximum amount the employee is allowed to contribute to the plan is
set by the IRS each year. Employee and employer contributions made during the year ended June
30, 2016 were $ 3,092 and $3,231, respectively.

C. Contingent Liabilities and Losses

MAAG receives the majority of its revenues under various federal and state grant contracts. These
contracts are subject to direct audits and adjustments by the grantor agencies. Any disallowed
claims and costs, including amounts already collected, may constitute a liability of the applicable
funds. This amount, if any, of expenditures which may be disallowed by the grantor agencies
cannot be determined at this time although MAAG expects such amounts, if any, to be immaterial.

D. Economic Dependency

During the year ended June 30, 2016, MAAG received approximately 82% of its income from
federal and state grants and contracts.

E. Restatement of Beginning Net Position — Change in Accounting Principle

As of July 1, 2015, MAAG implemented a change in accounting principle to recognize grant
revenues that meet all eligibility requirements and are collected within one year of the end of the
current fiscal period. The implementation of the new policy resulted in an increase in the July 1,
2015 General Fund net position in the amount of $16,072.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - GENERAL FUND
For the Fiscal Year Ended June 30, 2016

Revenues:
Intergovernmental:

Federal $ 141,273
State 678,231
Contracts 72,764

Charges for services:
Project administration 145,170
Dues 37,194

Other:
Interest 7,607
Miscellaneous 556
Bad debt expense (5,512)

Total revenues 1,077,283

Expenditures:
Current:

Salaries 309,206
Employee benefits 57,375
Annual meeting & other special events 12,046
Travel 21,584
Meals 2,810
Education and training 6,444
Supplies 13,711
Postage 1,244
Printing & duplication 953
Data processing equipment 1,011
Maintenance 7,273
Contracted services 358,014
Telephone and internet 3,372
Professional services 102,495
Occupancy expense 36,325
Other rent expenses 2,532
Insurance 4,860
Dues and subscriptions 7,676
Advertising 52,966
Other fees 2,403
Interest 464
Utilities 3,872
Miscellaneous 141

Total expenditures 1,008,777

Net change in fund balance $ 68,506

See independent auditor’s report.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - REVOLVING LOAN FUND
For the Fiscal Year Ended June 30, 2016

Revenues:
Interest $ 8,835
Bad debt expense (21,459)
Miscellaneous 464

Total revenues (12,160)

Expenditures:
Current:

Computer software 244
Other expenses 12
Transfer to NDPDD 1,054,802

Total expenditures 1,055,058

Net change in fund balance $ (1,067,218)

See independent auditor’s report.
-24-



MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF STATE FINANCIAL ASSISTANCE

For the Fiscal Year Ended June 30, 2016

Grantor/Grant or Program
TENNESSEE DEPARTMENT OF ENVIRONMENT AND
CONSERVATION

District Solid Waste Needs Assessment

TENNESSEE DEPARTMENT OF ECONOMIC AND
COMMUNITY DEVELOPMENT

Appropriation Grant

ARKANSAS TRANSPORTATION PLANNING GRANT
Economic Adjustment Assistance

TENNESSEE DEPARTMENT OF TOURISM
DEVELOPMENT

Economic Development - Tourism
Economic Development - Tourism

Total Tennessee Department of Toursim
Development

TENNESSEE DEPARTMENT OF TRANSPORTATION
Rural Transportation Planning Organization

TENNESSEE HOUSING DEVELOPMENT AGENCY
HOME Investment Partnership Program
HOME Investment Partnership Program

Total Tennessee Housing Development
Agency

32601-10712
unknown

All expenditures reported are under the modified accrual basis of accounting whereby revenues are
recorded when measurable and available and expenditures are recorded when the liability is incurred.

See independent auditor’s report.
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Grant ID#

ED #45364

201 5-2016

N/A

Expenditures

$ 23,964

230,000

30,000

18,341
19,830

38,171

2,366

335,600
18,130

353,730

$ 678,231

GG-1 541636

Z-07-038329-00
THDA 31 620-00321

Total expenditures of state awards



MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended June 30, 2016

U.S. DEPARTMENT OF COMMERCE
Economic Development Administration:

Economic Development - Support for
Planning Organizations

Economic Development - Support for
Planning Organizations
Total U.S. Department of Commerce

U.S. DEPARTMENT OF THE INTERIOR

11.302

04-83-07017 11.302 69,713
98,417

Pass through the State of Tennessee Dept of Environment
& Conservation, Tennessee Historical Commission

Historic Preservation Fund Grants-in-Aid ED #46834 ______________

U.S. DEPARTMENT OF TRANSPORTATION
Pass through the State of Tennessee Dept of Transportation

Highway Planning and Construction (Rural
Transportation Planning Organization) ED #47329 ______________

DELTA REGIONAL AUTHORITY
Delta Local Development District Assistance N/A ______________

U.S. ENVIRONMENTAL PROTECTION AGENCY
Pass through the State of TN Dept of Environment & Conservation, Office of Water
Water Quality Management Planning 32701-02119 66.454 4,844

Total expenditures of federal awards $ 141,273

All expenditures reported are under the modified accrual basis of accounting whereby revenues are recorded
when measurable and available and expenditures are recorded when the liability is incurred.

See independent auditor’s report.
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Federal GrantorlPass-Through Grantor Pass Through CFDA
Grant or Program Grant Number Number Expenditures

04-83-06652 28,704

15.904

20.205

90.202

8,873

21,139

8,000
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Alexander Thompson Arnold PLLC
227 Oil Well Road, Jackson, TN 38305

® 731.427.8571 © 731.424.5701
www.atacpa.net

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of

Financial Statements Performed in Accordance
With Government Auditing Standards

Members of the Board of Directors
Memphis Area Association of Governments

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the Memphis Area Association of Governments (MAAG), as of and for
the year ended June 30, 2016, and the related notes to the financial statements, which collectively
comprise MAAG’s basic financial statements as listed in the table of contents, and have issued our
report thereon dated February 17, 2017.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify certain
deficiencies in internal control, described in the accompanying schedule of findings as 2016-001 and
2016-002 that we consider to be significant deficiencies.

Your Long-Term Accounting Partner



Compliance and Other Matters

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

MAAG’s Responses to Findings

MAAG’s responses to the findings identified in our audit are described in the accompanying schedule of
findings. MAAG’s responses were not subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

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

~ _____

Jackson, Tennessee
February 17, 2017
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF FINDINGS

June 30, 2016

Financial Statement Findings

2016-001 Borrower Financial Statements (Significant Deficiency)

Condition: Annual audited financial statements were not obtained from borrowers.

Criteria: Agreements with Revolving Loan Fund borrowers require borrowers to furnish annual financial
statements.

Effect: An evaluation of borrower financial health based on annual financial statements cannot be
made.

Recommendation: MAAG should obtain annual financial statements from borrowers.

Response: During fiscal year 2016 all Revolving Loan Fund assets and accounts have transferred to
North Delta Planning Developmental District. Since the transfer of fund to NDPDD, MAAG has not
participated in revolve loan programs neither will in future.

2016-002 Inappropriate Posting to Equity (Significant Deficiency)

Condition: Numerous postings were inappropriately made to equity during the year.

Criteria: In accordance with GAAP, the only entries that should be posted to equity are corrections of
prior period errors or a restatement of prior periods.

Effect: Material journal entries were required to correct the mispostings and to ensure that the equity
agreed to prior year audited financial statements.

Recommendation: We recommend that entries not be posted to equity in the future. If you feel that a
prior period adjustment or restatement needs to be made, consult with your auditor before posting to
the equity account.

Response: MAAG will record transaction in accordance with the GAAP. For any prior period
corrections will contact and consult the auditor before recording material and significant corrections to
Equity accounts.
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MEMPHIS AREA ASSOCIATION OF GOVERNMENTS
SCHEDULE OF PRIOR YEAR FINDINGS

June 30, 2016

Financial Statement Findings

Finding Number Finding Title Status
2015-001 Borrower Financial Statements Repeated

(original finding #2014-001)
2015-002 End of Year Closing Procedures Corrected

(original finding # 2015-002)
2015-003 Improper Cash Reconciliations Corrected

(original finding # 2015-003)

Federal Awards Findings and Questioned Costs

Finding Number Finding Title Status
2015-004 Data Collection Form Compliance Corrected

(original finding #2013-007)
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