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INDEPENDENT AUDITOR'S REPORT

The Chairman and Members of the City of Bartlett
Retirement System Board of Administration

Report on the Financial Statements

We have audited the accompanying statements of fiduciary net position of the City of Bartlett,
Tennessee Pension Trust Fund as of June 30, 2015 and 2014, and the related statements of
changes in fiduciary net position for the years then ended, and the related notes to the financial
statements, which collectively comprise the City of Bartlett, Tennessee Pension Trust Fund’s basic
financial statements.

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 audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the 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, the financial statements referred to above present fairly, in all material respects, the
fiduciary net position of the City of Bartlett, Tennessee Pension Trust Fund as of June 30, 2015 and
2014, and the changes in fiduciary net position for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Note 1, the financial statements present only the Pension Trust Fund and do not
purport to, and do not, present fairly the financial position of the City of Bartlett, Tennessee, as of
June 30, 2015 and 2014, and the changes in its financial position, or, where applicable, its cash
flows for the years 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 and schedules of employer contributions, changes in
pension liability and related ratios, and investment returns be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 15, 2015, on our consideration of the City of Bartlett, Tennessee Pension Trust Fund's
internal control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is



to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering in the City of Bartlett Pension Trust Fund’s internal
control over financial reporting and compliance.

Wa%»af s Jurdl, 1y

Memphis, Tennessee
December 15, 2015



Management Discussion and Analysis

Management Discussion and Analysis (MD&A) provides an overview and analysis of the City of
Bartlett Pension Trust Funds’ financial condition for the fiscal year ending June 30, 2015 with
results compared to the fiscal year ended June 30, 2014.

The City of Bartlett Retirement System’s funding objective is to meet long-term benefit
obligations through plan sponsor and member contributions and earnings on invested assets.

Financial Highlights

On June 30, 2015 the City of Bartlett Pension Trust held $64,707,988 in assets compared to
$62,441,703 at June 30, 2014. This represents a $2,266,285 increase from the year ended
June 30, 2014. The net position restricted for pensions was $64,693,567 at June 30, 2015
compared to $62,385,183 for the year ended June 30, 2014.

The additions to net position restricted for pensions as reported in the Statements of
Changes in Fiduciary Net Position were $5,549,157 for the fiscal year ended June 30, 2015
compared to additions of $12,160,675 for the year ended June 30, 2014. Net investment
earnings of $1,428,215 and employer and plan member contributions of $4,120,942 during
fiscal year 2015 combined for these additions. Figures for the fiscal year ended June 30,
2014 were $7,853,156 and $4,307,519 respectively.

For the fiscal year ended June 30, 2015, deductions from the net position restricted for
pensions totaled $3,240,773 compared to deductions of $2,867,818 the year ended June 30,
2014. Of the total deductions, 98.0% was paid to plan participants in FY2015 compared to
97.3% in FY2014. The balance of deductions was for administrative expenses; $64,137 in
FY2015 compared to $76,310 in FY2014.

The Schedule of Employer Contributions included in the supplementary Information shows a
decrease of $353,102 in the Actuarial Determined Contribution (ADC) in the year ended
June 30, 2015 compared to the year ended June 30, 2014. The City contributed 105.3% of
the ADC in the year ended June 30, 2015 compared to 100% in the year ended June 30,
2014. This schedule shows contributions for the past seven years.

Actuarial valuations are performed for the plan annually as of June 30™. Dividing the plan
fiduciary net position by the total pension liability results in a funded ratio that is one measure
of the pension plan funded status. As of June 30, 2015 the plan fiduciary net position as a
percentage of the total pension liability was 72.94% compared to 75.23% as of June 30,
2014.



Using This Annual Report

This report is prepared to provide information as a means of making management decisions,
complying with statutory provisions and demonstrating stewardship of the assets of the plan. The
City of Bartlett Retirement System adopted the Governmental Accounting Standards Board
Statement No. 67, “Financial Reporting for Pension Plans; an amendment of GASB Statement No.
25" for the fiscal year ended June 30, 2014.

The financial statements include the Statements of Fiduciary Net Position and Statements of
Changes in Fiduciary Net Position. The Notes to Financial Statements are considered an integral
part of the financial statements. The financial statements are prepared on the accrual basis of
accounting. Under the accrual basis of accounting, revenue is recorded as earned and expenses
are recorded as incurred.

Statements of Fiduciary Net Position- Includes all accounting assets and liabilities of the plan and
provides a picture of the fiduciary net position of the plan as of the end of the current fiscal year
compared to the previous fiscal year. Assets less accounts payable results in net position restricted
for pensions held in trust at year-end.

Statements of Changes in Fiduciary Net Position - Reports all additions and deductions of the plan
for the current fiscal year compared to the previous fiscal year. Additions consist of employer
contributions, plan member contributions, and investment earnings. Deductions include benefits
paid to plan participants and administrative expenses. Total additions minus total deductions
provide the net increase in net position for the current fiscal year compared to the previous fiscal
year. The increase in net position plus the beginning net position restricted for pensions results in
the ending net position restricted for pensions for the current year compared to the previous year.

The Notes to Financial Statements include plan descriptions, a summary of significant accounting
policies, a description of investments, and a parties-in-interest note regarding the custodial
relationship for certain mutual fund investments.

The Required Supplementary Information following the Notes to Financial Statements includes a
Schedule of Employer Contributions and Schedule of Changes in Net Pension Liability and Related
Ratios, and Schedule of Investment Returns for available periods over the last ten fiscal years.

Requests for Information

This report is prepared to provide the Retirement Board members, the Board of Mayor and
Aldermen, retirees and citizens an overview of the plan, to assess the plan’s fiduciary net positions
and to show accountability for funds received. Questions about this report or requests for additional
information may be addressed to:

City of Bartlett Retirement Systems
6400 Stage Road

Bartlett, TN 38134

(901) 385-6400



CITY OF BARTLETT, TENNESSEE PENSION TRUST FUND

STATEMENTS OF FIDUCIARY NET POSITION

June 30, 2015 and 2014

Assets
2015 2014

Cash and cash equivalents $ 2293219 $ 3,651,633
Accrued interest receivable 298,444 289,161

Investments at Fair Value
Common stock 28 29
Mutual funds 62,116,297 58,500,880
62,116,325 58,500,909
Total assets 64,707,988 62,441,703

Liabilities

Accounts payable 14,421 56,520
Net position restricted for pensions $ 64,693,567 $ 62,385,183

The accompanying notes are an integral part of the financial statements.
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CITY OF BARTLETT, TENNESSEE PENSION TRUST FUND

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION

For the Years Ended June 30, 2015 and 2014

Additions
Contributions
Employer
Plan members
Total contributions

Investment Earnings
Interest and dividends
Net appreciation in fair value of investments
Total investment earnings
Less investment expense
Net investment earnings

Total additions
Deductions
Benefits paid to participants
Administrative expenses
Total deductions
Net increase in net position
Net position restricted for pensions

Beginning of year

End of year

2015 2014
$ 3205170 $ 3,395,565
915,772 911,954
4,120,942 4,307,519
1,534,482 1,683,679
85,149 6,343,780
1,619,631 8,027,459
(191,416) (174,303)
1,428,215 7,853,156
5,549,157 12,160,675
3,176,636 2,791,508
64,137 76,310
3,240,773 2,867,818
2,308,384 9,292,857
62,385,183 53,092,326
$ 64,693,567 $ 62,385,183

The accompanying notes are an integral part of the financial statements.
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CITY OF BARTLETT, TENNESSEE PENSION TRUST FUND
NOTES TO FINANCIAL STATEMENTS

June 30, 2015 and 2014

NOTE 1 - DESCRIPTION OF PLAN

Organization

The Pension Trust Fund accounts for the activity of the City of Bartlett, Tennessee Retirement and
Pension System (the "Retirement System"). The Retirement System, a single employer public
employee retirement system (PERS), established by the City of Bartlett, Tennessee (the "City"), is
administered by a board, the majority of whose members are nominated by the City Mayor, subject
to approval by the Board of Mayor and Aldermen. The Retirement System is included in the City's
financial statements as a pension trust fund.

Plan Description

The Plan as amended on March 29, 2001, is a defined benefit plan and was created on July 1,
1989, with the transfer of assets from a defined contribution money purchase plan discontinued on
June 30, 1989. Pension benefit obligation has not been retroactively calculated for prior years due
to cost-benefit considerations. All benefits and obligations of the plan are outlined in the City of
Bartlett Pension Plan Document. At June 30, membership consisted of:

2015 2014
Retirees and beneficiaries currently receiving benefits 149 135
Terminated employees entitled to benefits but not yet receiving them 26 25
Active employees:
Vested 387 382
Nonvested 61 99
Total 623 641

The City provides all employee retirement benefits through a single employer, contributory, defined
benefit plan. Under the Plan, all full-time employees are eligible at date of employment as a
condition of such employment. Employees are 100% vested only after five years of service. The
retirement benefit is calculated at 2.5% of average compensation during the highest consecutive
three years of service multiplied by years of credit service not in excess of 25 plus 1% of average
compensation multiplied by years of service greater than 25 but less than 35, with a maximum
benefit of 72.5% of average compensation.

Covered employees contribute 4% of earnings to the Plan. The City is required to contribute
amounts necessary to finance the coverage for its employees. Benefits and contributions are
established by the City and may be amended only by the Board of Mayor and Aldermen.



Contribution Required and Made

The Plan's policy provides for actuarially determined periodic contributions. Contributions to the
Plan for the years ended June 30, 2015 and 2014, of $3,205,170 and $3,395,565, respectively,
were made in accordance with actuarially determined requirements computed through the actuarial
valuations performed as of July 1, 2015 and 2014. Total payroll for the years ended June 30, 2015
and 2014 were $27,158,385 and $26,729,236, respectively. Payrolls for employees covered by the
Plan were $22,505,784 and $23,205,583 respectively.

Funded Status and Funding Progress

As of June 30, 2015, the actuarial accrued liability for benefits was $88,653,384 of which
$23,990,905 was underfunded. The covered payroll (annual payroll of active employees covered by
the plan) was $22,505,784, and the ratio of unfunded actuarial accrued liability to the covered
payroll was 106.6%.

Net Pension Liability

The components of the net pension liability of the City at June 30, 2015, were as follows:

Increases/(Decreases)
Total Pension Plan Fidiciary Net Pension
Liability Net Position Liability
Balances at June 30, 2014 $ 82,987,053 $ 62,431,632 $20,555,421
Changes for the year:
Service cost 2,332,699 2,332,699
Interest 6,224,029 6,224,029
Experience 304,733 304,733
Contributions - Employer 3,205,170 (3,205,170)
Contributions - Employees 915,772 (915,772)
Net investment income 1,584,193 (1,584,193)
Benefit payments (3,195,130) (3,195,130) -
Administrative expense (279,158) 279,158
Net changes 5,666,331 2,230,847 3,435,484
Balances at June 30, 2015 $ 88,653,384 $ 64,662,479 $ 23,990,905
Plan fiduciary net position as a
percentage of the total pension liability 72.94%

Actuarial Methods and Assumptions

The total pension liability was determined by an actuarial valuation as of July 1, 2015, using the
entry age normal level percent of pay cost method to determine costs for retirement benefits. Costs
for withdrawal and early retirement benefits were provided for by the withdrawal rates. A loading
factor was applied to liabilities to provide for the cost of death, disability, and for the incidence of
involuntary termination. Significant actuarial assumptions used in the computation include (a) a



7.5% investment rate of return (net of administrative expenses) and (b) projected salary increases
of 3.5% per year. Both (a) and (b) include an inflation component of 2.5% (d) RP 2000 Mortality
Table. The actuarial value of assets was determined using techniques that smooth the effects of
short-term volatility in the market value of investments (c) it is assumed that participants will retire
upon age 62, or if already over age 62, at the end of the current plan year (e) 80% of active
participants are assumed to be married and wives are assumed to be three years younger than
husbands.

The long-term expected rate of return on pension plan investments was determined using a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense an inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighing the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation.

Discount Rate

The discount rate used to measure the total pension liability was 7.5 percent. The projection of cash
flows used to determine the discount rate assumed that contributions from the City will be made at
actuarially determined rates. Based on those assumptions, the pension plans’ fiduciary net position
was projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods projected benefit payments to determine the total pension liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City calculated using the discount rate of 7.5
percent, as well as what the City’s net pension liability would be if it were calculated using a
discount rate that is 1- percentage-point lower (6.5 percent) or 1-percentage-point higher (8.5
percent) than the current rate:

Current
1% Decrease Discount 1% Increase
(6.5%) Rate (7.5%) (8.5%)
Pension Trust Fund's net pension liability $ 36,194,955 $ 23,990,905 $ 13,383,990

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of the Pension Trust Fund are prepared on the accrual basis of
accounting. Under the accrual basis of accounting, revenue is recorded as earned and expenses
are recorded as incurred.
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Cash and Cash Equivalents

All highly liquid investments (including restricted assets) with maturities of three months or less
when purchased are considered to be cash equivalents.

Investments

Investments are stated at fair value. Investment income is recognized as earned. Plan assets do
not include any securities of the City of Bartlett nor has the Plan made any loans to the City.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Rate of Return

For the year ended June 30, 2015, the annual money-weighted rate of return on pension plan
investments, net of pension plan investment expense, was 2.1 percent. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing
amounts actually invested.

NOTE 3 — INVESTMENTS

The guidelines for the composition of the investment portfolio, as established by the board, require
that the following parameters be met:

Cash

Equity Bonds Equivalents
Maximum 60% 65% 20%
Minimum 30% 25% 0%

Furthermore, no more than 5% of equity investments can be in one company. There are also
certain restrictions as to the type of investments including naked put and call options, selling short,
commodities, lettered stock, and foreign securities (other than those listed on the New York Stock
Exchange).

The Retirement System's investments are categorized to give an indication of the level of risk
assumed by the entity at year-end. Category 1 includes investments that are insured or registered
or for which the securities are held by the Retirement System or its agent in the Retirement
System's name. The investment in the mutual funds is not categorized because it is not evidenced
by securities that exist in physical or book entry form.
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Fair value as determined by quoted market prices:

Fair Value
Category 1 2015 2014
Common stocks $ 28 $ 28 $ 29
Mutual funds $ 62,116,297 $ 58,500,880

During the years ended June 30, 2015 and 2014, the Plan’s investments (including realized and
unrealized gains and losses) appreciated in value by $85,149 and $6,343,780, respectively, as
follows:

2015 2014
Common stocks $ - $ (3,620)
Mutual funds 85,149 6,347,400

$ 85,149 $ 6,343,780

Interest Rate Risk

As a means of limiting its exposure to interest rate risk, the City diversifies its investments in the
Pension Trust Fund by security type and institution, and limits holding in any one type of investment
with any one issuer to no more than 5%.

Credit Risk

In compliance with Tennessee State statutes, all cash, cash equivalents, and unrestricted
investments held by the Primary Government funds of the City are entirely covered by federal
depository insurance, collateral held by the City’s agent in the City’s name, or by the State of
Tennessee’s Local Government Investment Pool (LGIP). State legislation TCA 9.4.7 authorizes
investments in the LGIP for local governments and other political subdivisions.

NOTE 4 — PARTIES-IN-INTEREST
Certain Plan investments are shares of mutual funds managed by First Tennessee Bank National

Association. First Tennessee Bank National Association is the custodian as defined by the Plan
and, therefore, these transactions represent party-in-interest transactions.

12



CITY OF BARTLETT, TENNESSEE PENSION TRUST FUND

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Last Ten Fiscal Years

2015 2014 2013 2012 2011 2010 2009

Actuarially determined

contribution $ 3042488 $ 3395590 $ 3,787,195 $ 3,581,767 $ 3,323,279 $ 3,675,765 2,889,590
Contributions $ 3205170 $ 3,395565 $ 3,085413 $ 3,052,176 $ 3,063,599 $ 3,024,676 3,083,215
Contribution deficiency $ (162,682) $ 25  $ 701,782 $ 529,591 % 259,680 $ 651,089 (193,625)
Covered employee

payroll $ 22,505,784 $ 23,205,853 $ 22,101,474 $ 21,797,237 $ 21,569,182 $ 21,398,047 20,923,074
Contributions as a percentage

of covered employee payroll 14.24% 14.63% 13.96% 14.00% 14.20% 14.14% 14.74%

Notes to the Schedule
Valuation date:

Actuarially determined contributions are calculated as of January 1st, eighteen months year
prior to the fiscal year in which contributions are reported.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Frozen initial liability

Amortization method Level dollar, closed

Remaining amortization period 24 years

Asset valuation method Market value

Inflation 2.50%

Salary increases 3.5%, including inflation

Investment rate of return 7.5%, net of plan investment expense, including inflation
Retirement age 62

Mortality RP-2000

Withdrawl rates T-3 Actuaries Pension Handbook

Other information Closed to new employees after 6/30/2014

* Only seven years available from actuarial valuation.

See independent auditor’s report.
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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

To the Chairman and Members of the
City of Bartlett Retirement System
Board of Administration

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
Pension Trust Fund of the City of Bartlett, Tennessee (the "Retirement System") as of and for the
years ended June 30, 2015 and 2014, and the related notes to the financial statements which
collectively comprise the City of Bartlett, Tennessee Pension Trust Fund’'s basic financial
statements and have issued our report thereon dated December 15, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Retirement
System's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Retirement
System’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Retirement System’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 atimely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.
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Our consideration of 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. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Retirement System'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.

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
Retirement System'’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 Retirement
System’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Wa%»af s Jurdl, 1y

Memphis, Tennessee
December 15, 2015
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