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MEMPHIS LIGHT, GAS AND WATER DIVISION 

Letter of Transmittal 

MEMPHIS LIGHT, GAS AND WATER DIVISION 
OTHER POST EMPLOYMENT BENEFITS (OPEB) TRUST 

To the Board of Commissioners and OPEB Trust Investment Committee: 

We are pleased to submit the Annual Report of Memphis Light, Gas and Water Division 
("MLGW") Other Post Employment Benefits Trust (the "OPEB Trust") for the year ended 
December 31, 2018. This report has been prepared in conformity with generally accepted 
accounting principles in the United States of America ("GAAP"). 

Responsibility for the accuracy and presentation of the information provided is the full 
responsibility of the management of MLGW. Disclosures necessary to assist the reader in 
understanding of the financial statements have been included. 

MLGW OPEB Trust's financial statements have been audited by Banks, Finley, White & 
Co., CPAs, licensed certified public accountants. The goal of the independent audit was to 
provide reasonable assurance that the financial statements of MLGW OPEB Trust for the year 
ended December 31,2018, are free from material misstatement. The independent audit involved 
performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements; evaluating the appropriateness of accounting policies used and the 
reasonableness of significant estimates made by management; and evaluating the overall 
financial statement presentation. 

The independent auditors concluded, based upon the audit, that there was a reasonable 
basis for rendering an unmodified opinion that MLGW OPEB Trust's financial statements for 
the year ended December 31, 2018, are fairly presented in conformity with GAAP. The 
independent auditor's report is presented as the first component of the fmancial section of the 
report. 

GAAP requires that management provide a narrative introduction, overview and analysis 
to accompany the basic financial statements in the form of a Management's Discussion and 
Analysis ("MD&A"). This letter of transmittal is designed to complement the MD&A and should 
be read in conjunction with it. MLGW OPEB Trust's MD&A can be found inunediately 
following the report of the independent auditors. 

Prome of the "Trust" - MLGW and the Board of Commissioners of MLGW (the "Trustee") 
established the OPEB Trust, effective January I, 2007. The Trust holds assets that are available 
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In accordance with the OPEB Trust agreement, the OPEB Trust is permitted to payor 
reimburse MLGW for benefits paid under the MLGW medical benefits plan. The contribution 
requirements of plan members and MLGW are established and may be amended by the MLGW 
Board of Commissioners. Contribution rates for retired plan members and beneficiaries currently 
receiving benefits are periodically reset and are currently at 25% of costs for medical and drug 
benefits and 40% for life insurance and AD&D. 

The Board of Commissioners of Memphis Light, Gas and Water Division serves as the 
"Trustee" and establishes the policies of the MLGW OPEB Trust. The Trustee shall fulfill the 
duties of the fiduciary responsible for MLGW OPEB Trust's administration and shall have 
overall control of the administration of the Plan, with all powers and discretion necessary to 
enable it to properly carry out its duties. The Trustee delegated the responSibility and authority to 
administer the assets of the OPEB Trust to the OPEB Trust Investment Committee. 

The OPEB Trust Investment Committee is comprised of one member of the Board of 
Commissioners of the Division (who serves as Chainnan), the President and CEO of the 
Division, the Sr.Vice President, · CFO, & CAO and Secretary-Treasurer of the Division, two 
Employee Members, one Retiree Member, and one Citizen Member. 

Funded Status - As of December 31, 2018, the plan was 60.2% funded. The Total OPEB 
Liability for benefits was $707,219,311 and the Plan Fiduciary Net Position was $425,748,492, 
resulting in a Net OPEB Liability ("NOL") of$281,470,819. The covered employee payroll was 
$169,605,389 and the ratio of the NOL to the covered employee payroll was 165.96%. 

Acknowledgements - The preparation of this report was made possible by the overall dedication 
ofMLGW's Finance Division. We would like to express our appreciation to the members of the 
Finance Division who contributed to the preparation of this report. Special thanks must also be 
given to Banks, Finley, White & Co., CP As for their efficient and timely completion of this 
year's audit. 

Respectfully submitted, 

President and CEO 

0~1-
Dana Jeanes 

Sr. V.P., CFO, CAO 
Secretary-Treasurer 
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The Memphis Light, Gas and Water Division OPEB Trust ("OPEB Trust") was established for the 
exclusive benefit of MLGW 's retired employees and their dependents (who meet the elig ibili ty 
requirements) to fun d the postemployment benefits provided through the health and welfare benefit plan. 
Amounts contributed to the OPEB Trust by MLGW are held in trust and are irrevocable and are for the 
sole and exclusive purpose of funding health and welfa re benefits of the eligible participants, and the cost 
of operat ing and adm inistering the OPEB Trust. The OPEB Trust is admi nistered by the MLGW OPEB 
Trust In vestment Committee. 
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.. BANKS, FINLEY, 
n WHITE & CO. 

CEKI'IFIED PUBue ACCOUNTANTS 

INDEPENDENT AUDITOR'S REPORT 

Board of Commissioners and Management 
of Memphis Light, Gas and Water Division 

Memphis, Tennessee 

Report on the Financial Statements 

We have audited the accompanying statements of plan net position of the Memphis Light, Gas 
and Water Division Other Post Employment Benefits Trust (the "OPEB Trust"), a fiduciary fund 
of the City of Memphis, Tennessee, as of December 31 , 2018 and 2017, and the related 
statements of changes in plan net position for the years then ended, and the related notes to the 
financial statements, which collectively comprise the OPEB Trust'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 f1l1ancial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion 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. 

- I -
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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 opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the plan net position of the OPEB Trust as of December 31,2018 and 2017, and the respective 
changes in net position for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Other Matters 

Emphasis a/Matter 

As discussed in Note 1, the accompanying statements are those of Memphis Light, Gas and 
Water Division Other Post Employment Benefits Trust Fund. The statements do not purport to 
present the financial position ofthe Light, Gas and Water Division of the City of Memphis or the 
City of Memphis as of December 31,2018, and the respective changes in their financial position 
or, where applicable, its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

Required Supp/ementmy Information 

Accounting principles generally accepted in the United States of America require that the 
Management's Discussion and Analysis; schedule of funding progress; and schedule of 
contributions from all sources on pages 4 through 1 I and pages 35 through 38, respectively, 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 consists of inquires of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquires, 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. 
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Other Information 

OUT audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the OPEB Trust's basic financial statements. The introductory section is 
presented for purposes of additional analysis and is not a required part of the basic financia l 
statements. 

The introduction 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 them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated May 
31,2019, on our consideration of the OPEB Trust's intemal 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 solely to describe the scope of our 
testing of intemal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the effectiveness on the intemal 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 Memphis Light, Gas and Water Division Other 
Post Employment Benefits Trust's intemal control over financial reporting and compliance. 

Memphis, Tennessee 
May 31 , 2019 
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MEMPHIS LIGHT, GAS AND WATER DIVISION 
OTHER POST EMPLOYMENT BENEFITS (OPEB) TRUST 

Management's Discussion and Analysis 
For tbe Years Ended December 31, 2018 and December 31, 2017 

The following management discussion and analysis for the Memphis Light, Gas and Water 
Division ("MLGW") Other Post Employment Benefits Trust ("OPEB Trust"), formerly Trust for 
Retiree Medical and Life Insurance Benefits (the "Trust"), provides a narrative overview and 
analysis of the OPES Trust financial activities and funding conditions for the years ended 
December 3 1, 2018 and December 3 1, 2017. Please read it in conjunction with the OPES 
Trust's financ ial statements, notes, and required supplementary in formation, wh ich follow this 
section. 

The MLGW OPEB Trust was established for the purpose of providing for the funding and 
payment of healthcare benefits for retired and disabled employees of MLGW and the ir 
dependents and beneficiaries. 

FINANCIAL HIGHLIGHTS 

• Total OPEB Trust fiduciary net position at December 31, 20 18 was $425.7 million, an 
increase of $6.0 million, or 1.4%, over total fiduciary net position at December 3 1, 20 17. 

• Cash and cash equivalents increased $ 1.1 million from $22.2 million at December 31, 
2017 to $23.3 million at December 31 , 2018. 

• Investments at fair value were $405.7 million at December 3 1, 2018, an increase of $7.7 
million, or 1.9%, over investments of $398.0 million at December 3 1, 20 17. 

• The OPEB Trust experienced gains of$6.0 million and $73.4 million in 2018 and 2017, 
respectively. 

• Total additions to OPES Trust fiduciary net position were $34.7 million during 2018, a 
decrease of $68.2 million compared to 20 17. 

• Net investment activiti es income decreased by $72.0 million, or 124.8%, primarily as a 
result of the $72.7 million decrease in net apprec iation in the fair value of investments. 
For 20 18, net depreciation in fa ir value of investments totaled $22.0 million compared 
with net appreciation in the fair va lue of investments of $50.7 million for 2017. 

• Total deductions trom OPEB Trust fiduciary net position were $28.7 million during 
20 18, a decrease of$0.8 million versus 2017. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 

The basic financ ial statements of the OPEB Trust are the Statements of Fiduciary Net Position, 
the Statements of Changes in Fiduciary Net Position, and the Notes to the Financial Statements. 
This report also contains required supplementary information in addition to the basic financial 
statements. Statements are shown for the most recent and prev ious years for comparison and 
analysis of changes in individual line items. The statements are presented using the accrual bas is 
of accounting. 

The Statements of Fiduciary Net Position are a measure of the OPEB Trust' s assets and 
li abilities at the close of the year. Total assets less liabilities equal net position held in the OPEB 
Trust for the future payment of benefits. 

The Statements of Changes in Fiduciary Net Position present how the OPEB Trust' s net position 
changed during the year as a result of contributions, investment income (loss), operating 
expenses, and insurance premiums paid. 

The OPEB Trust shall be used exclusively to provide benefits for OPEB Trust participants and 
their beneficiaries, and for the cost of operating and administering the OPEB Trust. MLGW may 
make payments to provide benefits for retired employees or their beneficiaries as they become 
due under the terms of the OPEB Trust. 

The Notes to the Financial Statements are a fundamenta l part of the financia l statements and 
provide important information to support the amounts in the financia l statements. The Notes 
describe accounting policies, funded status, actuari al methods and significant assumptions used 
to va lue MLGW 's OPEB ob ligation. 

The Required Supplementary Information consists of a Schedule of Changes in Net OPEB 
Liability, a Schedule of Employer Contributions, a Schedule of In vestment Returns, and Notes to 
the Required Schedules. 

See next page 

- 5 -



ANALYSIS OF OPEB TRUST FIDUCIARY NET POSITION 

Condensed financial information comparing MLGW's OPEB Trust fiduciary net position for the 
past three years is presented below: 

Assets 
Cash and cash equivalents 
Invcs tments, at fair value· 
Receivables 
Collateral held for securities 

on loan 
Total assets 

uabilities 
Employer 
Liability for securities purchased 

and accrued expenses 
Collateral subject LO rclum 

to borrowers 

Total liabil il ies 

Net position restricted for OPEB 

Table 1 

Condensed OPEB Trust Fiducial) ~et Position 

December 31 

FYI8 - FYI 7 

Percentage 

2018 2017 Change 

$ 23,315,970 $ 22,1 58,989 5.2% 
405,680,559 397,988,6 18 1.9% 

1,271,246 1,200,390 5.9% 

667,853 3,250,532 -79.5% 
430,935,628 424,598,529 1.5% 

597,649 67 1,516 · 11.0% 

3,921 ,634 950,480 3 12.6% 

667,853 3,250,532 -79.5% 

5, 187,136 4,872,528 6. 5% 

$ 425,748,492 $4 19,726,00 1 1.4% 

FY17 - fYI6 

Percentage 
2016 Change 

$ 4,230,68 1 423.8% 
34 1,05 1,984 16.7% 

2,625,285 -54.3% 

4,022,280 - 19.2% 
35 1,930,230 20.6% 

643,660 4.3% 

936, 185 1. 5% 

4,022,280 - 19.2% 

5,602, 125 - 13.0% 

$346,328, 105 2 1. 2% 

*lnvestmenl S include a privatecquity firm, GPB Holdings II , LP, valued at $8.8 mi llion and $9.7 mi llion at 2018 and 201 7 
respectively, the initia l capital contribution less distributions. As of th is report date, the fair market value statements from the 
general partner have not been prov ided for the years ended December 31, 201 8 and 201 7. 

Assets 

20/8 Compared 10 20/ 7 

At December 3 1, 201 8, total assets were $430.9 mi ll ion, an increase of $6.3 million, or \.5%, 
over 201 7. The increase in total assets is primarily due to the inflow of funds from contributions, 
and investment earnings, offset in part by a decrease in collatera l held for securities on loan. 

The OPEB Trust's assets consist primarily of investments in domesti c and international equities, 
domestic and international fi xed income, domestic and international special strategies, real 
estate, life settlement fund s, and short-term investments. For 20 \8, investments at fair value 
totaled $405 ,7 million, an increase of $7 .7 mil lion, or 1.9% over 2017. The increase in total 
investments is pmtia ll y offset by a $2.6 million decrease in collateral held for securities on loan 
under the Di vision's securities lending program compared to 201 7. 
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ANALYSIS OF O PEB TR UST FID UCIARY NET POSITION (Continued) 

Assets (continued) 

2017 Compared 10 2016 

At December 31, 20 17, tota l assets were $424.6 mill ion, an increase of $72.7 million, or 20.6%, 
over 201 6. The increase in total assets is primarily due to the inflow of funds from contri butions, 
and investment earnings, offset in part by a decrease in co ll ateral held fo r securiti es on loan. 

The OPEB Trust's assets consist primarily of investments in domesti c and international equ ities, 
domestic and international fi xed income, domestic and international spec ial strateg ies, real 
estate, hedge funds, and short-term investments. For 2017, investments at fa ir value tota led 
$398.0 million, an increase of $56.9 million, or 16.7% over 201 6. 

The increase in tota l investments is parti all y offset by a $ 1.0 million decrease in collateral held 
for securities on loan under the Division's securities lending program. 

Liabilities 

20 18 Compared 102017 

At December 31, 201 8, tota l liabili ties were $5.2 million, an increase of $0.3 million, or 6.5% 
from $4.9 million at 20 17. The increase is primaril y deri ved from the liabili ty for securities 
purchased and acc rued expenses, offset by a decrease in collateral subject to return to borrowers 
under the OPEB Trust 's securiti es lending program. 

2017 Compared to 20 16 

At December 3 1, 20 17, total liabilities were $4.9 million, a decrease of $ 1.0 million, or 13.0% 
from $5 .6 milli on at 201 6. The decrease is primarily deri ved from the decrease in co ll atera l 
subject to return to borrowers under the OPEB Trust's securities lending program. 

Fiduciary Net Position 

2018 Compared to 2017 

At December 3 1,20 18, the OPEB Trust fi duciary net pos ition was $425 .7 million, an increase of 
$6.0 million, or 1.4%, over December 3 1, 201 7 net position. The increase in net pos ition is 
primaril y due to contri butions and investment earn ings of$34.7 million, offset in part by benefi ts 
and administrati ve expenses of$28 .7 million. The growth in net posi tion is principa ll y related to 
the increase of employer contributions, offset by net depreciation in fa ir va lue of investments 
across the OPEB Trust's portfo lio orassel classes and benefits paid. 
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ANALYSIS OF OPEB TRUST FIDUCIARY NET POSITION (Continued) 

Fiduciary Net Position (continued) 

2017 Compared to 2016 

At December 31, 2017, the OPEB Trust fiduciary net position was $4 19.7 million, an increase of 
$73.4 mi ll ion, or 21.2%, over December 31, 20 16 net position. The increase in net position is 
primari ly due to contributions and investment earnings of $ 102.9 million, offset in part by 
benefits and administrative expenses of $29.5 million. The growth in net position is principally 
related to the increase of employer and plan member contributions and net appreciation in fair 
value of investments across the OPEB Trust's portfolio asset classes, offset by benefits paid. 

See next page 
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ANALYSIS OF C HANGES IN OPEB T RUST FIDUCIARY NET POSITION 

Condensed financial information comparing MLGW's changes in OPEB Trust fiduciary net 
position for the past three yea rs is presented below: 

Additio ns 

ConI ribut ions 
Net investment act ivit ies income (loss ) 

Securit ies lend ing activities income 

T olal add it ions 

Dedu cti o ns 

Benelit pay ments 

Administrative expense 
T otal deduct ions 

Net in crease 

Ne l pos ition restricted for OPES 

Beg inning of yea r 

Eutl of yea r 

Change in Net Position 

2018 Compared to 2017 

Table 2 

Condensed Changes in fiducial") :"let Position 

Years Ended December 31. 2018. 2017 and 2016 

FYI8 - FYI 7 

I'c n.:c IIlage 
2018 201 7 C han ge 

S 48,97 1.640 $ 45. 183.806 8.4% 

( 14.301 .548) 57.649,482 - 124.8% 

28,703 21 .714 32.2% 

34.698.795 102.855.002 ·66.3% 

27,876,37 1 28 .764 .928 -3.1% 

799.933 692 . 178 15.6% 

28,676,304 29.457. 106 -2.7% 

6,022 ,491 73.397.896 -91.8% 

41 9,726,001 346,3 28. 105 21.2% 
$ 425,748,492 $4 19.726.001 1.4% 

FYI 7 - FYI6 

Pe rcentage 

201 6 C ha nge 

$ 42.496.354 6.3% 

27.279,229 I ! 1.3% 

56.649 -61.7% 

69.832.232 47.3% 

26.67 1.282 7.8% 
923,325 -25 .0% 

27.594 .607 6.7% 

42 .237.625 73.8% 

304.090.480 13.9% 

$ 346.328. 1 05 2 1.2% 

The change in net position in 201 8 of $6.0 million was 9 1. 8% less than the prior year 's increase 
of $73 .4 million as a resul t o f a decrease in net investment acti vities income. Net investment 
activities income decreased by $72 .0 million, or 124.8%, due to net depreciation in the fa ir va lue 
of investments across the O PEB Trust' s pOt1folio of asset c lasses . The investment deprec iation 
was primaril y affili ated with the international equity mutual funds and domestic common stock 
fun ds. 

20 17 Compared 10 2016 

The change in net position in 201 7 of $73 .4 million was 73.8% more than the prior year' s 
increase of $42.2 million as a resul t of an increase in net investment acti vi ti es income. Net 
in vestment activities income increased by $30.4 million, or I I 1.3%, due to higher net 
appreciation in the fa ir va lue o f investments across the O PEB Trust's portfo lio asset classes. The 
higher investment appreciation was primarily affili ated with the international equity mutua l 
funds and domesti c common stock funds. 
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ANALYSIS OF CHANGES IN OPEB TRUST FIDUCIARY NET POSITION (Continued) 

Additions 

2018 Compared 102017 

Total additions to fiduciary net position decreased by $68 .2 million, or 66.3%, compared to 
2017, primarily as a resu lt of a decrease in net investment activities income of $72.0 million and 
an increase in total contributions of $3.8 million. The increase in total contributions was 
primarily due to MLGW' s contributions in relation to the actuarially determined contributions 
("ADC") which totaled $48.3 million , an increase of 2.8%, versus 2017. 

2017 Compared 102016 

Total add itions to fiduciary net posItI on increased by $33.0 million, or 47 .3%, versus 2016, 
primarily as a result of an increase in net investment activ iti es income of $30.4 million and an 
increase in total contributions of $2.7 million. The increase in total contributions was primarily 
due to MLGW's contributions in relation to the ADC which totaled $45.2 million , an increase of 
6.3%, versus 2016. 

Deductions 

2018 Compared to 2017 

Total deductions from fiduciary net position amounted to $28.7 million for 2018, down from 
$29.5 million for 2017. The decrease is primari ly due to a $0.8 million decrease in medical and 
prescription drug claims paid . Amounts recognized in relation to OPEB related expenses totaled 
$35.0 million and $35.6 mill ion for 2018 and 2017, respectively. 

2017 Compared 102016 

Total deductions from fiduciary net position amounted to $29.5 million for 2017, up from $27.6 
million for 20 16. The increase is primarily due to a $2.1 million increase in medical and 
prescription drug claims paid. Amounts recognized in relation to OPEB related expenses totaled 
$35.6 million and $34.1 million for 2017 and 2016, respectively. 

ECONOMIC FACTORS 

Income for the OPEB Trust is derived primarily from employer contributions and investment 
income. Employer contributions are based on the recommendation of an actuarial valuation. 
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REQUESTS FOR INFORMATION 

Questions concerning any of the information provided in thi s report or requests for additional 
information should be addressed to: 

Memphis Light, Gas and Water Division 
Sr.VP, CFO & CAO (Secretary-Treasurer) 
P.O. Box 430 
Memphis, TN 3810 1-0430 
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MEM PHIS LIGHT, GAS AND WATER DIVISION 
OTHEI! POST EM I' LQYMENT BENEFITS (OPE8) m UST 

Statements of Fiducia ry Net Position 

Asse ts 
Cash and cash equivalents 

Investrn;nts, at Fair Value: 
Equity Ftnlds: 

Common stock - domestic 
Equity mutual fund - international 

Equity mutual index fund - domestic 
Equity E1T 

Fixed inconc Fwlds: 

COrpOnllC Bond murua! funds - domestic 
C0tV0ratc Bond mutual fiulds - intemational 
Convertible Bond mutual fiuKls • domestic 

GbbalOond lund - intemational 
Special Strategies FlU'ldS: 

Private cqu~y funds - dOIl1estic· 
Private equity IUnds - intemational 
Private debt fiJflds - domestic 
Distressed debt lUnds - dOlreslic 
Distressed debt fitnds - illcn~l.,na l 

Lire Scnlement Ftmds 

Real Estate FLU1dS 
Total investments 

Receivables: 
Employer 

iniercsi and divKlends 

Securities sold and accrued income 
Total receivables 

Collateral held in trust for securities on Joan 

Total assets 

Liabilities 
Employer 
Securities purchased and accmcd expenses 
Colbtera l subject to retum to borrowers 

Total liabilities 

Net ()(Is ition res tricted for othcr l)(Is t 
employ mcllt 1Jcnefits 

Dccembe r 31 

20 18 20 17 

$ 23,3 15,970 $ 22,158,989 

99,038,098 10 1,696,872 

55,75 1,346 62,582,116 

36,747,047 38,448,048 

24,769,041 32,738,756 

26,717,417 29,206,753 
15,446,239 

8,528,803 7,816,985 

23, 145,953 18,805,416 

37,252,324 19,846,505 

5,863,997 5,736.536 

2,588,850 3,087,880 

12,675,815 8,720,597 

21,682,302 17,582.621 

11 ,864,4 13 6,306,6 17 

39,055,153 29.966,677 

405,680,559 397,988.618 

597,649 67 1,5 16 

267,555 230,469 

406,042 298,405 

1,271 ,246 1,200,390 

667,853 ),250,532 

430,935,628 424,598,529 

597,649 67 1,5 16 

3,92 1,634 950,480 

667,853 3,250,532 

5, 187, 136 4,872,528 

S 425,148,492 $ 419,726,00 1 

The accompanyil1g noles are an integml pa,-' of thesefinailcial .~/(Ilemenis. 

"' Investments incllKlc a private equity lirm, GP B Hokling5 II , LP, valued at $8.8 million and 
$9.7 million at 2018 and 2017, respectively, the initial capital contribution les~ distributKlns. 

As ot'this report dale. the fl. .. market V'dlue statenlCnts Irom the ,b>enem( partner have not 

been provKlcd fO r the years ended December 3 I, 2018 and 20 17. 
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MEMPH[S L [GIH, GAS AND WATER D[VlS[ON 
OH[ER I'OST EM PLOYJ\1 ENT BEN EFITS (OPEB) T R UST 

State ments of Changes ill Fiducia ry Ne t Position 

Years Ended Decembc r 3 1 

Additions 

Conrributions: 
Employer 

Total contnbutions 

invesln'-en! Activities Income: 

Net apprec~tion (depreciation) in fair value of investments· 

I nterest income 

Real estate income 

Dividend income 
Other income 

I nvestment activities incOIne (loss) 

Less ~lVestment activities expense 

Net invesHnent activities incolT'e (loss) 

Securities LCIKling Activities: 
Secluities lend ing income 

Sccurrtics Lending Expenses: 
Borrower rebates 
Management tees 

Tolal securities lend ing expenses 

Net scclll'itics lending activities incan)! 

Total invesnnent activities incorre (Joss) 

Total additions 

Deductions 

Benefit payments 

Administrative expense 

Total deductions 

Change in net position 

Ne t position rcshiclcd for olhe r pos t employme nt be ne fit s 

Beginning of year 
End of year 

2018 20 17 

S 48,971 ,640 $ 45 , 183,806 

48,971,640 45, 183,806 

(22 ,0[4 ,468) 50,652,557 

3,320,466 2,582,108 

3 13,077 665,303 

5,01 5,878 3,836,004 

3,950 19,8 14 

(13,361,097) 57,755,786 

940,45 1 106,304 

(14,301,548) 57.649,482 

74,760 42,382 

(39, 186) ( 15,247) 

(6,87 [) (5,421) 

(46,057) (20,668) 

28,703 21 ,7 14 

(14,272,845) 57,671,196 

34,698,795 102,855,002 

27,876,37 1 28,764,928 

799,933 692,178 

28,676,304 29,457, 106 

6,022,491 73,397,896 

419,726,001 346,328, 105 

S 425,748,492 $ 4 19,726,00 1 

The accompanying nOfe:; (Ire (111 integral parf of " ,ese fillclIlcial sraremenfs. 

* [nvestme nts include a private equity finn, GPB Holdings 11 , U>, valued at $8.8 million and 
$9.7 million.\t 2018 and 20 17, respectively, the initial capital contribution less d istnbutiom. 

As of this report date, the fJir market value statements from the general partner have IlOl 

been provKied for the years ended December 31 , 20 18 and 20 I 7. 
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MEMPHIS LIGHT, GAS AND WATER DIVISION 
OTHER POST EMPLOYMENT BENEFITS TRUST 

Notes to the Financial Statements 

December 31,2018 and 2017 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

By an agreement dated January I, 1995, by and between Memphis Light, Gas and Water 
Divis ion ("MLGW") and the Board of Commissioners of Memphis Light, Gas and Water 
Division (the 'Trustee"), the Memphis Light, Gas and Water Division Trust for Retiree Medical 
and Life Insurance Benefits (the "Trust") was established. The Trust was established as a 
grantor trust in accordance with Subtitl e I of the Internal Revenue Code of 1986, as amended. 
The Trust held assets that could be used to ass ist MLGW in providing medical and li fe insurance 
benefits for retired employees of MLGW. 

By an agreement dated December 4, 2007, but effect ive as of January \ , 2007, by and between 
MLGW and the Trustee, the Memphis Light, Gas and Water Di vision Other Post Employment 
Benefi ts Trust ("OPEB Trust") was established. The OPEB Trust is for the exclusive benefit of 
MLGW's retired employees and their dependents, who meet the el igibility requ irements, to fund 
the postemployment benefits provided through the health and welfare benefit plan. Amounts 
contributed to the OPEB Trust by MLGW are held in trust and are irrevocable. The assets are 
for the so le and exclusive purpose of funding for hea lth and welfare benefits of the el igible 
participants and the cost of operating and administering the OPEB Trust. The OPEB Trust is 
administered by the MLGW OPEB Investment Committee. 

Basis of Presentation 

The financia l statements present only the Other Post Employment Benefits Trust Fund in 
confo rmity with accounting principles generall y accepted in the United States of America that 
are applicable to a fiducimy fu nd of a governmental trust unit. The accompanying fin ancial 
statements present the separate financial position and results of operations for the Other Post 
Employment Benefi ts Trust Fund, but do not present the financial pos ition or results of 
operations of MLGW, a di vision of the City of Memphis (the City). Accordingly, the 
accompanying di sclosures are re lated separately to the Other Post Employment Benefits Trust 
Fund, as applicable, and not collectively to MLGW. These statements are not intended to present 
the financial position of the City or the results of the City' s operations. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Accounting 

The OPEB Trust's financia l statements are prepared using the accrual basis of accounting in 
conformity with accounting princip les general ly accepted in the United States that are applicable 
to a fiduciary fund of a governmental trust unit. 

Recent Accounting Standards 

In March 2017, GASB issued Statement No. 85, Omnibus 2017 (GASB 85). The objecti ve of 
this Statement is to address practice issues that have been identi fi ed during implementation and 
application of certain GASB Statements. This Statement addresses a variety of topics including 
issues related to blending component units, goodwi ll , fair va lue measurement and appli cation, 
and postemployment benefits (pensions and other postemployment benefits [OPEB]). The 
provisions of this statement are effective for financial statements for periods beginning after June 
15 , 20 J 7. The OPEB Trust implemented this standard in 20 18. Pursuant to GASB 85 , paragraph 
13, since contributions to the MLGW OPEB Trust are not based on a measure of pay, no 
measure of payrol l is required to be shown as required supplementary information. 

[n January 2017, GASB issued Statement No. 84, Fiduciwy Activities. The objective of this 
Statement is to improve guidance regarding the identification of fiduc iary activities for 
accounting and financial reporting purposes and how those activities should be reported. The 
provisions of this statement are effective for financia l statements for periods beginning after 
December 15, 2018. The OPEB Trust has not elected early implementation of this standard and 
has not completed the process of evaluating the impact of this statement on its financial 
statements. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generall y 
accepted in the United States requires management to make estimates and assumptions that 
affect the amounts reported in the financial statements and accompanying notes. Actual results 
could differ from those estimates and assumptions. 

Cash and Cash Equivalents 

The OPEB Trust considers all highly liquid investments with a maturity of three months or less 
when purchased to be cash equ iva lents. 

Investments 

The OPEB Trust's investments are reported at fair value. Securities traded on national securities 
exchanges are va lued at the last reported sa les price on the last business day of the fiscal year; 
investments traded in the over-the-counter market and li sted securities for which no sale was 
reported on that date are va lued at the average of the last reported bid and ask prices. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (continued) 

The Trust's investment in a limi ted partnership is reported at estimated fair value based on 
information obtained from the partnership's unaudited financia l statements. The fair va lue of the 
limited partnership investment is estimated by the general partner of the limited partnership in 
the absence of readily ascertai nable market values . 

The general partner' s estimate of value may differ significantly from the value that would have 
been used had a ready market ex isted for the securiti es and the differences could be materi al. In 
2009, the Trust's limited partnership investment in Delta Venture Partners I, L.P. was affected by 
the financia l market crisis, which drove down market valuations of investment securi ties . 

During 2009, the investment was removed from the Statement of Net Position as the limited 
partnership ' s market va lue fell we ll below zero. The limited partnership's financial statements 
are prepared in conformity with the accounting practices prescribed or permitted by the Small 
Business Administration ("SBA") gu idelines. The Trust's limited partnership investment was 
va lued at $ 19 1,168 as of December 3 1, 2018 by the general partner. Management determined 
that the limited partnership investment would not be included in the OPEB Trust investment 
portfolio. 

The international equity funds invest in foreign and domestic equity securities. The OPEB 
Trust's investments in the international equity funds are valued at fa ir va lue, as determined by 
the respecti ve trustee/custodian of the funds based on the fai r va lue of the underlying 
investments held by the funds . In the absence of trades, the custodian 's (Northern Trust) 
estimates of the market va lue may differ significantly from the value that wou ld have been used 
had a ready market existed for the securiti es and the difference could be material. 

The OPEB Trust investment in the di stressed debt limited partnerships is reported at fa ir va lue. 
The fa ir value of investments is based on information obtained from the partnerships' Quarterl y 
Investor Shareholder Statements and annual audited fi nancial statements. The distressed debt 
limi ted partnerships are Courage Cred it Opportunities Fund II , L.P., Courage Credit 
Opportun ities Offshore Fund Ill , LP., Capital Point Partners II, L.P., GoldenTree Distressed 
Debt Fund (Cayman), L.P. , GoldenTree Distressed Fund 2014 (Cayman), GoldenTree Distressed 
Fund III , and Courage Credit IV . 

The fair va lue of investments in Courage Cred it Opportunities Fund II , L.P. and Courage Credit 
Opportunities Offshore Fund III , LP. is determined by the genera l partner of the limited 
partnership, in its sole discretion, in a reasonab le manner. 

The fair va lue of in vestments in Capital Po int Partners II, L.P. is measured based on national 
securities exchanges for marketable assets or the National Market System of the National 
Association of Securi ties Dealers Automated Quotations System for assets not traded on a 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (continued) 

national securities exchange. All other assets are valued by the genera l partner in such a manner 
as may be determined by the partnersh ip agreement. 

The fa ir value of investments in Courage Credit IV is detennined by any assets of the Partnership 
distributed by the Partnershi p in-kind shall be va lued by the Genera l Partner (or its designee) at 
the fa ir value thereof as reasonably determined by the Genera l Partner (or its des ignee), taking 
into account any related fees and expenses incurred in connection with the di sposition of such 
assets . The Genera l Partner (or its des ignee) shall employ a pricing service approved by the 
Advisory Committee, such as an investment banking firm, for purposes of determining the fair 
value of any Partnership Investments or other assets distributed in-kind by the Partnership . 

In accordance with the partnership agreement, the fair va lue of investments in the GoldenTree 
Distressed Debt Fund (Cayman), L.P. and GoldenTree Distressed Fund 20 14 (Cayman) is 
determined by the general partner in accordance with the limited partnership' s written va luation 
policy. For purposes of any security di stribution prior to final di stribution, the fa ir value wi ll be 
determined by a nationally recognized independent va luation agent. 

The fair value of investments in Golden Tree Distressed Debt III is measured based on the 
fo llowing: Although the Investment Manager uses its best judgment and good fa ith in estimating 
the fa ir value of investments, there are inherent limitations in any estimation techn ique. Future 
events may affect the estimates offair va lue and the eftect of such events on the estimates of fair 
value, including the ultimate liquidation of investments, could be material to the financial 
statements. Fair value represents the price that would be received upon the sa le of an asset or 
paid upon transfer of a li abili ty in an orderl y transaction between market participants at the 
measurement date (an exit price). 

The OPEB Trust investment in the private equity limited partnerships is reported at fair va lue. 
The fa ir value of investments is based on in format ion obta ined from the partnerships ' Quarterly 
Statements and annual audited financial statements. The private equity limited partnerships are 
Pharos Capital Partners Ill, L.P. , Memphis Biomed Ventures Ill , LP., The Energy & Minerals 
Group Fund II , L.P, GPB Holdings, and Vendata Cap-McCoy [nv lJl. 

The fa ir value of investments in Pharos Capital Partners Ill, L. P. is measured based on the 
marketable securities primarily traded on a securities exchange, the average of their closing sale 
prices on the princ ipal securities exchange on which they are traded for each business day during 
the ten-day period commencing fi ve days prior to the date of the relevant distribution or date of 
determination and ending five days fo ll owing the date of such di stribution; and the principal 
market for over-the-counter market, the average of their closing sales prices on each business 
day during such ten-day period, as published by NAS DAQ or any similar organization. All other 
securities or other assets the fair va lue will be determined by the General Partner in good fa ith. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (continued) 

The fa ir value of investments in Memphis Biomed Ventures Ill, LP. is measured based on the 
fo llowing: (i) securities for which market quotations are readil y ava ilable shall be valued at the 
last trade on the exchange or if trade quotes are not avai lable, generall y at the closing bid price 
(or average of bid prices), last quoted by established over-the-counter quotation services; and 
( ii) securities convertible into , exchangeable for or exercisable to purchase securities for which 
market quotations are readily avai lable shall be valued at the pri ces fo r underl ying securiti es, 
determined in the same manner. Securities subject to investment letter or other restrictions on 
free marketability shall be valued by the General Partner by making an appropriate adjustment to 
the va lue determined hereunder to renect the effect of the restrictions on transfer. All other 
securities or other assets the fair va lue wi ll be determined by the General Partner in good faith. 

The fair value of investments in Energy & Minerals Group Fund II , L.P. is measured based on 
the marketable securities li sted on national securities exchanges or quoted on a nationa l market 
system will be va lued at the last sale price or in absence of a sale, the last bid price. Marketab le 
Securiti es traded in the over the counter market and reported in inter-dea ler quotation system will 
be valued at the c losing bid price. Securities for which prices are regularly quoted by at least 
two independent recognized dea lers wi ll be valued at the most recent market price. All other 
securi ties and a ll assets of the Partnership which are not securities will be va lued at cost or such 
other value as may be reasonably determined by the General Partner. 

The OPEB Trust investment in the private debt limited partnership of WP Private Debt Co­
In vestment Fund II! (Cayman), L.P. is reported at fa ir va lue. The fa ir value of investments is 
based on information obtained from the partnerships' Quarterly Statements and annual audited 
financial statements. The fair value of investments in WP Private Debt Co-Investment Fund 1Il 
(Cayman), L.P. is measured based on the Partnership 's assets, and shall be va lued quarterl y 
and are detem1ined by the General Partner. Securities or other property distributed to the Partners 
sha ll be va lued at the time of di stribution. All securities and property sha ll be valued by the 
General Partner in such manner as it may reasonably determine in good faith. 

The OPEB Trust investment in the p ri vate debt limited partnership of GPB Capital Holdings, 
LLC, is reported at fa ir va lue. Pursuant to the GPB 's Valuation Policy, GPB' s Va luation 
Committee (" VC") is responsible for the determination of Portfolio Company valuations, which 
are conducted in accordance with U.S. GAAP Accoun ting Standard Codification 820, Fair Value 
Measurements ("ASC 820"). The goal of ASC 820 is to provide a single definition of fair va lue 
and to form a consistent framework for the determination of fa ir va lue, utili zing the most 
objecti ve level of inputs ava ilable, and to provide increased disclosure requirements for fair 
va lue measurements. In order to achieve full compl iance, the Firm has developed a consistent 
valuation process supported by documentation that considers the most objective in format ion 
ava il able. The fair value of portfo li o company investments is measured in good fa ith by the 
Firm using consistent valuation techniques for vari ous di ffe rent types of investments. The fair 
value of publicly traded securiti es is based on the closi ng stock price on the principal exchange 
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1. SUM MARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (continued) 

on which the security trades at the end of the respective reporting period, unless the Firm 
beli eves that such closing stock price is unreliable. The fair value of restri cted stock is measured 
based on the quoted price of an otherwise identical unrestricted security of the same Issuer, 
adjusted for the effect of the restriction. 

The OPEB Trust investment in the private debt limited partnership of McCoy In vestments nI, 
L.P., is reported at fair value. The fair value of investments is based on information received and 
reported from such funds, including the financial statements and the fair va lue methods applied 
by the general partner of each fund investment. Fa ir Value of the Partnership 's fund investments 
generall y starts with the net asset value as reported by the fund investment 's management, who 
determines the value of the fund investment's net asset value. All other securities or other assets 
the fair value will be determined by the Manager in good faith . 

The OPEB Trust investment in the real estate funds is reported at fair value based on the 
in formation obtained from the company's Quarterly Statement. The real estate funds are Aureus 
Global Core Plus Real Estate, LLC, MFIRE Global Partnership Fund rr, L.P., TerraCap Partners 
HI , L.P. , Intercontinental US Real Estate In vestment Fund , LLC, American Strategic Value, and 
T.A . Realty Core Properties. 

The fair value of investments in Aureus Global Core Plus Real Estate, LLC is determined in 
good faith by the fund' s advisors using the following criteria. The value of an asset shall be the 
market value thereofif market quotations are readil y available and are, in the judgment of the 
fund 's advisors, appropriate, taking into account the size and nature of the asset and the rights 
and restrictions that perta in to the asset. Such assets will be va lued at the last trade on the 
exchange on which they are primarily traded, or if not traded on an exchange, generally at the 
clos ing bid price (or average of bid prices) last quoted by an established over-the-counter 
quotation service. lfmarket values are not readil y available, or in the judgment of the fund 's 
advisors do not accurately re fl ect the value of the asset, the fund 's advisors may determine the 
value of the asset in its reasonable judgment based upon all available relevant information. The 
fund 's advisors shall be entitl ed to re ly upon any valuations provided to it by Core-Q and its 
Manager, but will not necessarily be bound by such va luations . 

The fair va lue of investments in MFJR E Global Partnership Fund H, L.P. is determined by the 
General Partner or its designee in its reasonable di scretion. 

The fair value of investments in TelTaCap Partners III , L.P. is not required to report its real estate 
investments at fa ir market va lue, rather investments in real estate are stated at cost, less 
accumul ated depreciation. The amount of the impairment loss is equal to the excess of the 
asset 's carrying value over its estimated fa ir value. 

The fair value of investments in American Strategic is measured based extemal appraisal which 
is done by an independent appraiser no less than quarterly, start ing within 15 months of asset 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (continued) 

acquisition. The investment is marked to market quarterly and written up, written down, or held 
constant as appropriate reflecting the determined values of the asset. 

The fa ir va lue o f real estate investments in Intercontinental is stated at fa ir value and rev iewed 
and adjusted quarterl y based on appraisa l reports prepared by independent third party appraisers, 
reviewed and approved by management. The real estate valuations have been prepared givi ng 
consideration to the income capitali zation , cost, and sa les compari son approach. 

The fa ir va lue of real estate investments in T.A. Realty Core Properties is calculated using 
methodologies commonly accepted in the industry, including di scounted cash fl ow ana lysis, 
cap itali zation of cun'ent or stabili zed net operating income, rep lacement cost analys is and 
analysis of recent sales comparables in the market. Real estate investment fair va lues are 
detennined and reported on a quarterly basis. Quarterly valuations are completed either 
internally or externa lly as stated in the applicab le organizational documents andlor investment 
advisory agreements. This is cons istent with GAAP requirements and NPRS recommendations. 

The fair value of the li fe settlement investments in Corry Capita l is market-based considered 
fro m the perspective of a market participant rather than an enti ty-specific measure. The 
Partnership uses prices and inputs that are current as of the measurement date, includ ing during 
periods of market dislocation. In periods of market dislocation , the observabi lity of prices and 
inputs may be reduced for many securiti es. This condition could cause a security to be reclassed 
to a lower level within the fa ir va lue hierarchy. 

The fa ir va lue of the li fe settlement investments in Vida Capita l is determ ined by summing the 
individua l va lues for each policy in the portfolio. Policy values are determined as the present 
value of future projected cash flows for premiums and maturities under the policy. This 
calculation invo lves assumptions for mortality and di scount rate, as well as modeling the specific 
policy provisions for determination of premium req uirements to maintain the po licy in-force. 

The fa ir va lue of the life settlement in vestments in CCA Longevity is determined on a 
discounted cash flow basis, incorporating current Ii fe expectancy and other key assumptions. 
The Partnershi p uses an establi shed fa ir value hierarchy for inputs used in measuring fa ir value 
that maximizes the use of observable inputs and minimizes the use of unobservable inputs by 
requiring that the most observable inputs be used when ava il ab le. 

Reclassifications 

Certain amounts in the 20 17 financial statements have been reclassified to conform to the 2018 
presentation . 
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2. OTHER POSTEMPLOYMENT BENEFITS 

Plan Description 

Memphis Light, Gas and Water Division, by resolution of its Board of Commiss ioners, has 
established, adopted, and maintains a medical bene fits (health and we lfare) plan (the "Plan") for 
its retired employees and their e ligible dependents. The Plan is a s ingle-employer defined 
benefit hea lthcare plan administered by MLGW. 

The Board of Commissioners of Memphis Light, Gas and Water Division serves as the "Trustee" 
and establi shes the policies of the MLGW OPEB Trust. The Trustee shall fulfill the duties of the 
fiducialY responsib le fo r MLGW O PEB Trust's administration and shall have overall control of 
the administration of the Plan, with a ll powers and discretion necessary to enable it to properl y 
carry out its duti es . The Trustee delegated the responsibility and authority to administer the 
assets of the OPEB Trust to the OPEB Trust Investment Committee. 

The OPEB Trust Investment Committee is comprised of one member of the Board of 
Commissioners of the Division (who serves as Chairman), the President and CEO of the 
Division, the Sr.Vice President, CFO & CAO (Secretary-Treasurer) of the Division, two 
Employee Members, one Retiree Member, and one Ci tizen Member. 

The Plan provides postemployment healthcare, prescription drugs, life insurance and accidenta l 
death and dismemberment insurance (AD&D) to retirees. Changes to plan benefits must be 
approved by the MLGW Board of Commissioners. Eligible dependents are provided life 
insurance, hea lthcare and prescription drugs. Benefits are payable to retirees and their spouse for 
their lifetime. Qualified dependents will continue to receive benefits as long as they are qualified 
under the Plan. Dental, dependent life insurance, cancer, accident and long-term care benefits 
are available, but are 100% paid by the retiree. 

Employees retired under the MLGW Retirement and Pension Plan ("the MLGW Pension Plan"), 
or disabled with five years of serv ice at any age, or disabled in the line of duty at any age with no 
years of service restriction are e ligible for OPEB benefits. Health care benefits are also offered 
to qualifying survivors of active employees, who are eligib le to retire at the time of death. 

Members of the Plan consisted of the following at December 3 1, 20 18 and 2017: 

Retirees and beneficiaries receiving benefits 
Active plan members 

Total 

- 2 1 -

2018 20 17 

3,821 

2,621 

6,442 

3,696 

2,639 

6,335 



2. OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Contributions 

The contribution requirements of plan members and MLGW are established and may be 
amended by the MLG W Board of Commiss ioners . Contribution rates for retired plan members 
and beneficiaries currently receiv ing benefits are periodically reset and are currently at 25% of 
costs for medica l and drug benefits. For life insurance and AD&D, retirees contribute 40% of 
the cost. For the year ended December 31, 2018, plan members contributed $6,456,347, or 
18.5% of total premiums and expenses, through their required contributions of $54.30 to $53 1.92 
(dollars) per month depending on the coverage (retiree on ly, retiree and spouse , or fam ily) and 
health plan selected. For 2017, plan members contributed $6,45 1,731, or 18.1 %, of total 
premiums and expenses. On the Statement of Changes in Fiduciary Net Position, plan member 
contributions are netted aga inst benefit payments. 

In accordance with the OPEB Trust agreement, MLGW, in its so le di scretion, with the approval 
of the Council of the City of Memphis ("Council"), may at any time make deposits, 
contributions, and payments of cash or other property to the OPEB Trust to be held and 
administered in accordance with the terms and prov isions of the OPEB Trust. Approximately 
$36,704,711 previously held by MLGW for retiree health care benefits was transferred to the 
fo nner Trust upon its establi shment in 1995. In addition, MLGW made contributions to the 
former Trust during 1995 through 1997. Subsequent to the establishment of the OPEB Trust in 
2007, MLGW has made annual contributions. MLGW contributed $48,97 1,640 and 
$45, 183,806 fo r the years ended December 3 1, 2018 and 201 7, respectively. 

In accordance with the OPEB Trust agreement, the OPEB Trust is permitted to payor reimburse 
MLGW for benefits paid under the Plan. The OPEB Trust premium expenses totaled 
$28,401 ,446 and $29, 195 ,994 for 2018 and 20 17, respectively. On the Statement of Changes in 
Fiduciary Net Pos ition, these premium expenses equal total deductions of $28,676,304 and 
$29,457,896 in 2018 and 20 17, respectively less professional services related administrative 
expenses (e.g., investment advi sory fees, actuarial consulting fees , etc.) of $274,858 and 
$26 1,11 2 in 2018 and 201 7, respectively. 

Actuarial valuations of an ongo ing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events far into the future. Examples include 
assumptions about future employment, mortal ity, and the healthcare cost trend . Actuarially 
determined amounts are subject to continual revision as actual results are compared with past 
expectations and new estimates are made about the future. 

The accompanying schedules of employer contributions present trend information about the 
amounts contributed to the plan by employers in comparison to the actuarially determined 
contribution ("ADC"), an amount that is actuarially determined in accordance with the 
parameters of GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans. The ADC is determined in conformity with Actuarial Standards of 
Practice based on the most recent measurement avai lab le when the contribution for the reporting 
period was adopted. 
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2. OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Contributions (continued) 

Projections of benefits for financia l reporting purposes are based on the substantive plan (the 
plan as understood by the employer and the plan members) and include the types of benefits 
provided at the time of each valuation and the hi storical pattern of sharing of benefit costs 
between the employer and plan members to that point. The actuarial methods and assumptions 
used include techniques that are designed to reduce the effects ofshort-tenn vo lati lity in actuarial 
accrued liabilities and the actuarial va lue of assets, consistent with the long-term perspecti ve of 
calcu lations. 

Net OPEB Liability of MLGW 
1lle components of the Net OPEB Liability ofMLGW at December 3 1,20 18 were as follows: 

Tota l OPEB Liability 

Plan Fiduciary Net Position 

Net OPEB Liability 

$ 707,219,311 

425,748,492 

$ 281,470,819 

Plan Fiduciary Net Position as a percentage of the Total OPEB Liability 60.20% 

Sign ificant assumpt ions were as follows: 

Act uarial Assumptions: 
Investment Rate of Return 7.50% 

Inflation Rate 2.75% 

Proj ected Salary Increases Ln nation plus merit increases that vary by age and service 

Medical Cost Trend Rate 7.00% grading to 4.50% over 10 years 

Drug Cost Trend Rate 9.00% grading to 4.50% over 10 years 

Discount Rate and Investment Rates of Return 

The projection of cash flow used to determine the discount rate assumed that MLGW 
contributions would be made at rates equal to the actuaria lly determined contribution rates. 
Based on these assumptions, the OPEB Plan's fiduciary net position was projected to be 
available to make all projected future benefit payments of current plan members as of December 
31,2018. 
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2. OTHER POST EMPLOYMENT BENEFITS (CONTINUED) 

Discount Rate and Investment Rates of Return (continued) 

The long-term expected rate of return on OPEB plan investments was determined using a 
building block method in which best estimate ranges of expected future rates of return (expected 
returns, net of investment expense and inflation) are developed for each major asset class. These 
returns are combined to produce the long-term expected rate of return by weighting the expected 
future real rates of return by the target asset allocation percentage and by add ing expected 
inflation and subtracting expected investment expenses and a ri sk margin. The target allocation 
and projected arithmetic real rates of return for each major asset class, after deducting inflation, 
but before investment expenses, used in the derivation of the long-term expected investment rate 
of return assumption are summarized below: 

Target Long-Term Expected 

Asset Class Allocation Real Rate of Return 
Domestic Equity 39.00% 6.41% 

International Equity 12.00% 7.69% 

Fixed Income 29.00% 2.38% 

Alternatives 8.00% 3.83% 

Real Estate 10.00% 4.76% 
Short Term Investments 2.00% 1.16% 
Total 100.00% 

Sensitivity of the Net OPEB Liability (Asset) to Changes in the Discount Rate and Cost 
Trend 

The following presents the NOL of the Division as of December 3 1, 2018 as wel l as what the 
Division's NOL wou ld be if it were ca lculated using a discount rate that is I-percentage-point 
lower (6.50%) or I-percentage-point higher (8.50%) than the current rate. Also, shown is the 
NOL as if it were calcu lated using healthcare cost trend rates that were I-percentage point lower 
or I-percentage point higher than the current healthcare trend rates. 

Net OPEB "ability (asset) as of December 31, 20 18 
($ 01 thousands) 

Net OPEB liability (asset) as ofOecember 31,2018 
($ in thousands) 

I % Increase in 

Discount Rate 
(8.50%) 

$ 201 ,582 

1 % Incrcase in 

Tre nd Rate 

$ 385,998 
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CUlTent I % Decrease in 

Discount Rate Discount Rate 

(7.50%) 
$ 281,471 

eun..,nt 

Trend Rate 

$ 281,471 

(6.50%) 

$ 379,236 

11% Decrease in 
T,..,nd Rate 

$ 197,340 



3. DEPOSITS AND INVESTMENTS 

The OPEB Trust adopted a new In vestment Policy Statement in August 20 IS. to establi sh and set 
forth a clear understanding on the part of the OPEB Trust's Investment Comm ittee in its role as 
the Investment Committee for the assets of the OPEB Trust ("Fund") and as to the investment 
policy and objectives for the assets of the Fund. The intent of thi s In vestment Poli cy Statement is 
to design an investment environment with spec ific parameters that refl ects the phi losophy of the 
Trustees and which allows the Investment Managers to obtain desired perfonnance goa ls of the 
Fund. The overall investment objecti ve is to provide for the fundi ng needs of the OPEB Trust. 

The Trustees are charged w ith the respons ibili ty to manage assets of the Fund. The Trustees 
exercise authority and control over the O PEB Trust 's portfo lio by setting policies which 
MLGW's investment staff executes e ither internall y o r through the use of external prudent 
experts. The Trustees oversee and guide the Fund with the advice of the OPEB In vestment 
Committee subject to the following basic fid uciary responsibilities: 

• Act so lely in the in terest of the Fund and for the exclusive purpose of meeting the 
financial needs of the Fund. 

• Act with the care, ski ll , prudence and di li gence, under the circumstances then prevailing, 
that a prudent man acting in a li ke capacity and fam iliar with such matters wo uld use in 
the conduct of an enterprise of li ke character and similar goa ls. 

• Determine the asset a llocation that offers the highest probability of achiev ing the 
in vestment goals and objecti ves. Moreover, update and revise the asset mi x as the 
financial needs of the Fund and/or the outlook for the cap ital markets change. Also, 
place certai n maxim um exposures on some of the assets being employed by the Fund . 
The maximum exposures are disclosed in the fo llowing section of this note. The Trustees 
have delegated to the OPEB In vestment Committee the responsibi li ty of determining the 
asset a ll ocation. In add ition, the OPEB Investment Committee detennines the target asset 
a llocation of the Fund, as set peri odically, to g ive balance to the overall structure of the 
Fund 's investment program over a long time horizon. 

• Engage the services of registered investment managers, co-fiduciaries of the Fund , who 
possess the necessary spec iali zed research fac ilities and skilled professiona ls to meet the 
investment obj ectives and guidelines of the Fund . They are expected to invest the assets 
entrusted to them accord ing to the goa ls and objectives of the Fund and within the 
constraints placed on them by the MLGW Board . 

In accordance with the OP EB Trust ' s in vestment po licy, the OPEB Trust may invest in the 
fo llowing major asset classes: domestic, international and enhanced equiti es; domestic, 
international and enhanced fixed income with spec ifi ed rat ings; real estate; futures contracts; 
specia l strateg ies; li fe settlement funds; and short-term investments. 
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3, DEPOSIT AND INVESTMENTS (CONTINUED) 

As of December 3 1, 20 18, the OPEB Trust's cash and cash equi valents and investments 
consisted of the fo llowing: 

Inves tment Type 
Domes tic Equity Fund'i : 

Common stock· domestic 
Equitiies ETF - domestic 

Equity mutual index fund - domestic 
Securities on Loan: 

Equities ETF - domestic 

Comn"Oll stock - domestic 

Subtotal Dorrcstic Equity runds: 

Inte rn ation al Equity FUIH~ : 

Equ ity mutual fund s - international 
Subtotal lntcmational Equity Funds: 

Do mes tic Fixed Income Fun ds : 

Corporate Bond mutual fund - domestic 

Convertible Bond mutual fund - domestic 

Subtotal DOines tic Fixed Income Funds: 

International Fixed Income Funds: 
Global Bond fund - internat ional 

Subtotallntcmational FUed Income Funds: 

Special S trateg ies Funds: 

Domes tic: 

Private equity fund - domes tic 

Private debt fund - domestic 

Distressed debt fund· domes tic 
Lire Settlement Funds 

Subtotal Domest ic Special Strategies Funds: 

International: 

Private equity rund· international 

Distressed debt rund • intcrnational 

Subtotallntemational Special Stratcgies Funds: 

Subtotal Specia l Strategies Funds: 

Real Es tate Fun ds 

Cas h llnd Cns h Equi valents 

Tota l Cas h and C;'lS h [(Juiv,dents and Investments 

Fair Value 

$ 92,838,604 
24,672,315 
36,747,047 

96,726 
6,199,494 

160,554,186 

55,75 1,346 
55,751,346 

26,717,417 
8,528,803 

35,246,220 

23,145,953 
23,1 45,953 

37,252,324 

2,588,850 
12,675,8 15 
11 ,864,413 
64,381,402 

5,863,997 
21,682,302 
27,546,299 

91,927,701 

39,055, 153 

23,3 15,970 

428,996,529 
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Ac tual M.llximunl Mi nimum 

F..xpos ure ~pos urc Expos ure 

21.64% 
5.75% 
8.57% 

0.02% 
1.45% 

37.43% 65% 20% 

13.00% 
13.00% 25% 0% 

6.23% 
1.99% 
8.22% 50% 5% 

5.40% 
5.40% 25% 0% 

8.68% 

0.60% 

2.95% 
2.77% 
15.01% 

1.37% 
5.05% 
6.42% 

21.43% 25% 0% 

9. 10% 20% 0"10 

5.44% 40% 0"/0 

102.77% 



3. DEPOSIT AND INVESTMENTS (CONTINUED) 

The OPEB Trust's investments (including investments bought, sold, as well as held during the 
year) appreciated/depreciated in fair value, as foll ows during the years ended December 31 : 

In ves tments, at Fair Va lue: 

Equity I'unds: 

Co mmon s tock - domes tic 

Common stock - intcmational 

Eq uities ETF 

Equ ity mutual funds - international 

Eq uity mutual index fund - domes tic 

Su btota l Eq uity Funds: 

Fixed Income Funm: 

Co rpo rate Bond mutua l fund s - domest ic 

Corpo rate Bond mutual rund - internationa l 

Other Fixed Income fund - domestic 

Convertible Bond mutual fund - domes tic 

Global Bond nmd . in ternationa l 

Subtotal Fixed Income Fund s: 

Special Strategies Funds: 

Private eq uity fun ds - domest ic* 

Priva te equity fund - intern at iona l 

Private debt fund - domes tic 

Dis tressed debt fund s - domes tic 

Dis tressed debt fund· inte l11 atio na l 

Life Sett lement Funds 

Su btota l Special Stra tegies Funds: 

Real ES tate l'uo<1. 

Total Net Apprcciation/Deprecintion in fair value 

$ 

$ 

Net Appreciation 

(Depreciation) in 

Fair Value 

2018 20 17 

(8,672 ,359) $ 15,835,255 

(20,172) 

(3 ,065 ,262) 5,574,92 1 

(8,651 ,6t 7) 13,580,924 

(2 ,470,308) 6, 186,585 

(22,859 ,546) 41 , 157,5 13 

(1 ,859,181) 57 1,772 

(545,340) ( t99,496) 

30,655 3,379 

(601 ,415) 1,141,995 

(969,035) 2,2 18,539 

(3,944,316) 3,736, 189 

64,070 (264,059) 

180 ,588 978,229 

(162 ,695) 3 12,4 11 

(706,019) ( 182,460) 

1,329,228 2,882,882 

758,287 459,423 

1,463 ,459 4, 186,426 

3 ,325,935 1,572,429 

(22,014,468) $ 50,652,557 

* In vestmen ts include a private equ ity ti l111, GPB Ho ld ings II , LP, va lued at $8.8 mill ion and $9.7 mi ll ion 

at 20 18 and 2017, res pective ly, the in ilial capital contribu t ion less dis trib ut ions . As of th is repOit 

date, the fai r market va lue statements fi-om the genera l partner have not been prov ided fbr the years 

end ed Deeember3 1,20 18and 20 17. 
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3. DEPOSITS AND INVESTMENTS (CONTINUED) 

Credit Risk 

Credit risk is the ri sk that an issuer of a debt security will not fulfill its obl igati on. This credit 
ri sk is measured by the credit quality of investments in debt securities as described by nationally 
recogni zed stati stical rating organi zations. In vestments in ob ligations of the U.S . Government or 
obligations ex plicitly guaranteed by the U.S. Government are not considered to have credit ri sk. 
The fo llowing table presents the OPES Trust 's in vestment exposure to credit ri sk as o f 
December 3 1,201 8: 

(nvestment Type 

Corporate Bond mutual fund - domestic 
Convertible Bond mutual fund - domestic 

Global Bond fund - international 

Total credit risk debt 
securitie s 

Money Market Mutual Funds 

and Short Term Securities 

Total Fixed Income Securities 

Fair Value 

$ 26,717,41 7 

8,528,803 
23,145,953 

58,392,173 

23,3 15,970 ' 

$ 81,708,143 

S&P Rating Moody's Rating 

NR NR 
NR NR 
NR NR 

1 Governme nt/Agency Money Marke t Fund primarily consists of securities issued or guaranteed as to princ ipal 

and interest by the U.S . Government or by its agencies, ins trumentalities o r sponsored enterprises. 111ese 

securities are not subject to credit risk. 
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3. DEPOSITS AND INVESTMENTS (CONTINUED) 

Custodial Credit Risk 

Custodial credit risk for investments is the risk that, in the event offailure of the counterparty to 
a transaction, the Fund wi ll not be able to recover the value of the investment or coll ateral 
securities that are in the possess ion of an outside party. Investment securities are exposed to 
custodial cred it risk if the securi ties are uninsured, are not registered in the name of the 
government, and are held by e ither the counterparty, or the counterparty's trust department or 
agent but not in the name of the Fund. Investments in external investment pools and in open-end 
mutual funds are not exposed to custodial credit risks because their ex istence is not ev idenced by 
securities that ex ist in physical or book entry form. [n addition, underly ing securi ties are not 
subject to custod ial credit ri sk disc losure requirements if the col lateral for those loans is reported 
in the statement of net position. 

By an agreement dated December 20, 2007, between the Board and The Northern Trust 
Company ("Northern"), the MLGW OPEB Trust Master Custody Agreement ("Agreement") was 
establi shed. The Agreement requires Northern to hold securiti es or other property for the OPEB 
Trust through an agent or in the name of its nominee or in a corporate depository of federa l book 
entry account system or other form as it deems best. The OPEB Trust does not have a formal 
po li cy for custod ial credit risk. None of the Fund 's investments at December 3 1, 20 18 were 
exposed to custod ial credit ri sk. 

Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attri buted to the magni tude of a government's 
investment in a single issuer. In vestments in anyone issuer that represents fi ve percent or more 
of total investments must be di sclosed by amount and issuer. In vestments issued or exp li c itly 
guaranteed by the U.S. government and investments in mutual funds, externa l investment pools, 
and other pooled investments are excluded from this requirement. 

In accordance with the investment policy, no more than 5% of the OPEB Trust's portfolio wi ll 
be invested in the securities of any sing le issuer with the following exceptions: short-telm 
investments will not exceed 10%. Of the investments subj ect to concentratio n of cred it ri sk, 
there were no investments in anyone issuer that represented 5% of more of the Fund's 
investments at December 3 1, 2018. 
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3. DEPOSITS AND INVESTMENTS (CONTlNUED) 

Intcrest Rate Risk 

Interest rate risk is the ri sk that changes in interest rates wi ll adversely affect the fair va lue of an 
investment in debt securities. The O PEB Trust Investment Policy Statement does not limit 
in vestment maturities as a means of managing its exposure to fair value losses arising from 
increasing interest ra tes. For interest rate risk disclosure the weighted average maturity method 
was used. 

At December 3 1, 2018, the OPEB Trust had the following investments ex posed to interest rate 
ri sk: 

I nve S tme nt Type 

Corporate Bond mutua I fund - domestic 

Convertible Bond mutual fund - domestic 
Globa l Bond fi.md - international 

Subtotal: 

I 
Other Investments : 

Equity Securities: 

Domestic 
I nternationa I 

Subtotal: 

Special Strategies: 
Domestic 

International 
Life Settlement Funds 

Subtotal: 

Rea l Estate Funds 

Subtotal Other Investments: 

Totallnvestmeuts 

Fair Value 

26,717,417 
8,528,803 

23,145,953 
58,392,173 

160,554,186 
55,751 ,346 

216,305,532 

52,5 16,989 
27,546,299 
11,864,413 
91 ,927,701 

39,055,153 

347,288,386 

$ 405,680,559 

1 Other Investments are not subject to interest rate risk. 
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Weighted 

Average 
Maturity 
(in years) 

7.35 
Not available 

8. 13 



3. DEPOSITS AND INV ESTMENTS (CONTINUED) 

Securities Lending Transactions 

The OPEB Trust has authorized The Northern Trust Company ("Agent") to enter into, on behalf 
of the OPEB Trust, securities lending transactions-loans of securities to broker-dealers and 
other entities for collateral with a simultaneous agreement to return the collateral for the same 
securities in the future . Initial collateral, consisting of cash or securities, levels must be at least 
102% of the market value of borrowed securities, or at least 105% if the borrowed securities and 
collateral are denominated in different currencies. The maturities of the investments made with 
cash collateral do not necessari ly match the maturities of the securities on loan. There are no 
restrictions on the amount of securities that can be lent at one time or to one borrower. The 
borrower is required to deliver additional collateral when necessary so that the total collateral 
held by the Agent for all loans to the borrower will at least equal the market value of the 
securities loaned. The OPEB Trust does not have the ability to pledge or sell collateral securities 
without a borrower default. 

Collateral held in trust for securities on loan included in the 201 8 and 201 7 Statements o f 
Fiduciary Net Position consists of cash collateral. At December 31 , 2018 and 201 7, the OPEB 
Trust has no credit risk exposure to borrowers because the amounts the OPEB Trust owes to the 
borrowers exceed the amounts the borrowers owe the OPEB Trust. Under the terms of the 
lending agreement, the OPEB Trust is indemnified against any losses, damages, costs and 
expenses should the Agent be unable to recover borrowed securities and di stributions due 
borrower filing for bankruptcy or similar reliefor failure of the Agent to properly evaluate the 
creditworthiness of the borrower. [n addition, the OPEB Trust is indemnified against loss should 
the Agent fail to demand adequate and appropriate collateral on a timely basis. Investments held 
by broker-dealers under securities loans consist of the following: 

As ofOcccmlJe r31, 2018 

Markel Value of Loaned Seclllilie s Collateralized Collalcr.l1 Received from Horrowers 

Security Type Cash Collateral Non-Cas h Collateral Total Cash Collateral NOli-Cas h Colhtler.t11 Tolal 

GLOBAL Equities S $ 156,584 S 156.584 S $ 166,234 $ 166,234 
US Equities 654,246 5,454,745 6.108.99 1 667,853 5,589.5 15 6.257~68 

US Government Fixed 4,995.240 4,995,240 5.086.620 5.086.620 
Total S 654,246 S 10,606 ,569 $ 11,260.815 S 667,853 S J 0,842 ,3 69 $ 11 ,5 10,222 

As ofOccc mber 3 1, 201 7 
Market Vallie of Loaned Securitie s Collater.tlized Collateral Receive d rrom Borrowe rs 

Sc cllritr Type Cas h Collateral Non·Cas h Culiate r:11 Tot:11 Cas h Colialemi NOII·Cas h Coliatcr:1I 1 Tolal 
GLODAL Equities $ $ 130)97 $ 130.297 $ $ 138,266 $ 138.266 
US Equities 3,169,021 7,774,859 10.943.880 3,250,532 7.984.642 11 ,235,174 
US Government F~\(ed 
Total $ 3, 169 ,021 $ 7,905, 156 S 11 ,074 , 177 $ 3 ,250,532 8, 122,908 S 11 ,373,440 

'Colbtcml values are estimales based on program wide collaleralizalion levels 

- 3 I -



4. FA IR VALUE MEASU REMENT S 

The de finition of fa ir va lue is the price that would be received to sell an asset or paid to transfer a 
li ability in an orderl y transaction between market parti cipants at the measurement date. GASB 
72 requires a government to use valuation teclllliques that are appropri ate under the 
circumstances and fo r which suffici ent data are ava ilable to measure fa ir value. This Statement 
establishes a hi erarchy that prioritizes and ranks the inputs to valuation techniques used to 
measure fair value based on observability. The accounting standa rds break down the fair va lue 
hierarchy into three levels, based on how observable the inputs are that make up the va luation. 
The most observable inputs are classified as Level I, inputs other than quoted prices inc luded 
within level I that are observable for an asset or li ability, either directly or indirectl y are 
class ified as Level 2, and the unobservable inputs are c lass ified as Level 3. 

Levell : Fair va lue is determined using unadjusted quoted prices for identi ca l assets or li ab ilities 
in acti ve markets that are accessible on the measurement date. Examples of Level I in puts 
include the following: (i) common and preferred stock, (ii ) mutual fund , ( iii) short-term 
securiti es . 

Level 2: Fa ir value is determined using quoted market prices for similar assets or liabili ties in 
acti ve markets; quoted prices fo r identi ca l or similar assets or li abilities in inacti ve market; in puts 
other than quoted prices that are observable for the asset or liability; market-corroborated in puts. 
Examples of Leve l 2 inputs include the following: bond or fi xed income fund va lued by a 
pricing service that uses matrix pricing. 

Level 3: Fa ir value is determined using unobservable inputs for an asset or li ability. As a 
general rul e, Leve l 3 inputs are those that are di ffic ult to obtain on a regular bas is and req ui re 
verification from an outside party to va lidate the valuati on. 

LEVEL I quoted prices fo r identical assets or 
liabilities in active markets 

LEVEL 2 inputs other than quoted prices, that are 
observable fOr an asset or liability 

LEVEL 3 unobservable inputs fO r an asset or liability 
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4. FAIR VALUE MEASUREMENTS (CONTINUED) 

The following table displays information regarding investments measured using the fa ir value 
hierarchy: 

hn t', lmr nt .. \h',I\UI1.' d,11 10.1 11 \ a lm' 

(0 011,11" III I huu .. allth) 

As sets: 
Inves tments by fa ir va lue leve l 

Deblother 

Total Debt Seclriies 

Equity Stcurities 

Consumer Discretionary 
ConslDner Suples 
Energy 
Equity Otl'x::r 

Filaocills 
Hcahh Care 
Indll'>tmls 
lnfonnation Technology 
Matcrals 

Real Estate 
TcJccomrrunicati:m Services 
Utilities 

Total Equity Securities 
Total inves tme nts by fain'alue I('ve l 

Inves tme nts meas ured allhe ne t asse t va lue (NAV) " 

Di<;trcsscd Debt 
Hedge F urd - Life Sett\cment Contracts 
Private Debt 
Private Equity·· 
Real Estate 

Tota l invts t me nts Meas ure d at Ne t A'ise t Value 

Totallnvtstments Meas urt d a t Fair Valut 

$ 

S 

$ 

S 

S 

Uen' mlll' 1 3 1 1.111 ' .llue \1 (" ," lIl"(' lIIr lll\ 

20 l N I nrl l l ('\d2 I f'H I ] 

58,392 $ 35 ,246 $ 23 , 146 $ 

58,392 35 ,246 23, 146 

6 ,023 6 ,023 

11 ,677 11,677 

5,552 5,552 

6 ,6 10 6,6 10 

117,268 117,268 

15,870 15,870 

17,339 17,339 

11 ,464 11 ,464 

14,872 14,872 

5,229 5,229 

2,262 2,262 

2,141 2, 141 

216,307 216,307 

274,699 S 251 .553 S 23,146 

34,358 
11 ,864 

2,589 

43 ,116 

39,055 

130,982 

405,681 

*In accordance wlh GASB 72, certail irwcstn'l:i1S that were nrasW'Cd at NA V per share (or its equivalent) have oot been classif£d in tre mir vall£ 
hcrarehy. The fur value atmunts presented in thE table are intended to penn. rcconciliatbn oftre filir value herarchy to tre In; iCIT5 presented in 
the statcn'l:llt of oct positnn. 

··Invcsunents ioclude a private equity fnn, GPB Hokling') II . LP, valued at $8.8 milOOn ard $9.7 1TU1iiongat 2018 ard 20 17, respectIvely, the inital 
capital contribution less d5trDur.ions. As of this report date, Ur fair market value statem!nts from the general partrer have not been provided for the 
years erdcd December 31 , 2018 and 2017. 
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4. FAIR VALUE MEASUREMENTS (CONTINUED) 

OPEB Trust measures certain investments that do not have a readily determinable fair value 
using NAVas a practical expedient. These investments are generally structured as limited 
partnerships, hedge funds, private equity funds, private debt, and real estate funds. The 
investments measured at NAY as a practical exped ient are excluded from the fair value hierarchy 
because the valuation is not based on actual market inputs, but rather is quantified using the 
fund's reported NAY. 

The following table displays information regarding investments that use NAY per share (or 
equivalent) as their fair value measurement: 

hn e)o tnll'lI1\ " l' ,' .. tlH' d ,lt \ rt '''l' t \ ,11m' ( \ , \) 

11)(III,lr ... m 1 hlltl,>,Il1J ... ) 

I:llr \ alllr ( IIfUlHkd Rl'lh'mplloll H.l' dl'mptlOll "n' lJtIl' ll r ~ 

Dl' Ct' lIlbl' r31.20 18 (OlllllltIIlU' III " ' nllre l' l'nUlI (If< IItH' IlII, 1-.I lg.hk) 

Distressed Debt 1 34,358 32, 169 NA NA 
Hedge FWld - lire settlement contracts 2 11 ,864 90- 120 days Quarterly 
Private Debt l 2,589 5,891 NA NA 

Private Equity 4 
43 ,116 1,538 NA NA 

Real Estate 5 39,055 8,004 30- 120 days Quarterlyl Annually 

Total investments measured at NAV S 130,982 $ 47,602 

1 'fhis category includes seven distressed debt funds that invest in senior secured debt and stressed assets that are rcsmlcturing or believed to 
be misunderstood in the market place. OPEB Tmst invesuncnl in each fimd is generally not subject 10 redempti:m and is normally returned 
through distrimtions as a resuh of the liquidati m orhokHngs. 

2 This category ilcludes three hedge funds - we sctl~ment contracts that invest illongeviy contDlgent assets, Rlcluding lire settlements and a 

porti:Jlio ofindividua~ oon-variabk. life insurance polices . OPEB Trust investments in this category are generally subject to a I year lockup 
pemd be lOre redell1Jtion is pemlisslblc. The invcstll'V!nts in this category representing 25.0% can be redeemed quarterly with 120 days 
notice; 46.9% can be redeemed quanerly with 90 days notice. The remaining 28. 1% arc not subject to redemptiort 

3 This category includes one private debt rund that invest in miscellarK:ous. OPES Trust i1vestment in each fund is generally not subject to 
redcmptim and is nonnaUy returned through distnbutons as a resl~t of the liquidaton ofholdi1gs. 

4 111is category includes six private equity funds that invest in health care and tcclmology, utilities, transportation, and energy asscts, high quality 
cash fuwing companies and secondary inves1m!nts across varous sectors. OPEI3 Trust nvestmcnt in this category representing 20.3% 

nx>nthly after the third month; 8.6% can be redeem.::d will 60 day noLicc. The remaining 71.1 % is generally not subject to rcdcmptim and 
is nom-Lany returned through distributions as a result of the li1uidation of holding;. 

5 This category includes five real estate rWlCis that invcst in office, retail., industria~ and multi- fruniIy properties. OPEB Tru:;t investmeru in this 
category representing 8.6% wih no redempti)ll queue; 17.4% can be redeemed quarterly \.,<iIl 90 days mtre; 25.3% can be redcem.::d wih 
annually 120 days notice. The remaining 48.8% are not subject to redemption 

5. INCOME TAX STATUS 

The OPEB Trust is a non-taxable trust formed under Section I 15 of the Internal Revenue Code 
as an essential government function trust. MLGW intends to obtain a private letter ruling 
confirming the Section 115 Trust. Management believes that the plan is currently designed and 
being operated in compliance with the app licable requirements of the Internal Revenue Code. 
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REQUIRED SUPPLEMENTARY INFORMATION 



Memphis Light, Gas and Water Division 

Other Post Employmcnt Benefits Tmst 

Required Supplementary Illfommlion 

Schedule of Changes in Net OPEn Liability 

Total OPED Liability 

Service cost 

Interest 

Change of bene lit: tenns 

Dillerences between expected and acnaa l experience 

Changes in asswllptions 

December31,2018 

(Dol/(Irs in thousands) 

Benefit paynx:nts, including refwlCls of employee contriblJtions 

Net change in Total OPEB Liability 

Total OPEB Liabilrty - beginning 

Total OPEB Liability - ending (a) 

Plan Fiduciary Net Position 

Conu'ibutions - employer 

Contributions - employee 

Net investment income 

Benefit payntents including relilIlds of employee contributions 

Administrative expense 

Other 

Ne t change in Plan Fiduciary Net Position 

Other Adjustments 

Plan Fiduciary el Pos ition - beginning 

Plan Fiduciary Ne t Position - ending (b) 

Net OPEl! Liability - ending (a) - (b) 

Plan Fiduciary Net Position as a percent:Ige of the Total OPEB Liability 

Covered employee payroll 

1')"11 Ne t OPEB Liability as a percentage ofcovercd employee l'ayrolJ 

Notcs to Schedule: 

$ 

$ 

$ 

$ 

s 

s 

$ 

2018 

15,38 1 $ 

50,560 

(3,134) 

(28,677) 

34,130 

673,089 

707,219 $ 

48,972 $ 

( 14,273) 

(28,677) 

6,022 

4 19,726 

425,748 

281 ,471 

60.20% 

169,605 

165.96% 

$ 

S 

S 

$ 

2017 

19,520 

64,667 

(61 ,896) 

3,674 

(200,370) 

(29,457) 

(203,862) 

876,951 

673,089 

45, 184 

57,671 

(29,457) 

73,398 

346,328 

419,726 

253,363 

62.36% 

167,221 

151.51 % 

Cllange of assumptions: Medical and Prescript ion Dmg trends were updated in 2017. Expected claims were also updated in 20 17. 

Historical data: This schedule will be expanded to reflect ten years of data, as the infonnation becomes avaik1ble. 
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Fiscal Year 
Ended 

Dece mber31 
2018 
2017 
20 16 
2015 

2014 
20 13 
20 12 
20 II 
2010 
2009 

Memphis Light, Gas and Water Division 

Other Post Employment Benefits Trust 

Required Supplementa ry Information 

Schedule of Employer Contributions 

December31,2018 
(Dollars ill thol/sll/uls) 

Actuarially 

Determined 
Contribution 

(ADC) 
$ 48,270 

46,978 
45,289 
38, 187 

38,386 
42,854 
42,427 
44 ,666 
43,693 
55,341 
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Actual 

Contribution 
in R elation to 

ADC 
$ 48,972 

45, 184 
42,496 
38,438 
42, 100 
43,043 
39,747 
43,554 
43,476 

55,688 

Contribution 
Deficiency 
(Excess) 

$ (702) 
1,794 
2,793 
(251) 

(3,713) 
( 189) 

2,680 
1,112 

2 17 
(347) 



Fiscal Year 

Ended 

December31 

2018 

2017 

20 16 

2015 

2014 

20 13 

20 12 
20 11 

2010 

2009 

Total 

Memphis Light, Gas and Water Division 

Other Post Employment Benefits Trust 

Required Supplementary Information 

Schedule of Investment Return 

December31,2018 

Actuarial Value 

Investment Return 

Market Value 

Investment Return 

Amount Percent Amount Percent 

$ 21, 144,708 5.08 $ ( 14,072,778) -3.27 

27,899,278 7.52 57,671,196 16.28 

14,123,059 4.14 26,4 12,553 8.47 

15,526,835 4.99 (7,239,204) -2.37 

19,365,937 6.95 13,205,614 4.74 

32,724,3 19 14.23 32,724,3 19 14.23 
22,593,929 11.92 22,593,929 11.92 

2,246,675 1.32 2,246,675 1.32 
15,603,337 11 .52 15,603 ,337 11 .52 

24,250,018 25.90 24,250,01 8 25 .90 
$ 195,478,095 $ 173,395,659 

Five-year average return 5.71% 4.52% 

Ten- year average retum 7.71% 6.94% 

A VA return for 20 14 rellects an asset method change which increased the return by 6, 160,323, or 2.2 1 %. 

Prior to 2014, the actuarial value of assets was equal to the market value of assets. 
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Memphis Light, Gas and Water Division 

Valuation Date 

Actuarial Cost Method 

Amortization Method 

Remaining Amorti1.ation Period 

Asset Val uat ion Method 

Actuarial Assumptions: 
Investment Rate 0 f Return 

Inflation Rate 

Projected Salary Increases 

Medical Cost Trend Rate 

Drug Cost Trend Rate 

Other Post Employement Benefit Trust 

Required Supplementary Information 

Notes to the Requi red Schedules 

December31,2018 

December 3 1,2017 

Entry Age Normal 

Level percent of pay, closed, 30 years 

27 years as of December 3 1, 20 18 

Market value of assets less umccognized returns in each of 
the last four years (applied prospectively beginni ng with 
2014). Unrecognized return is equal to the difference 
between the act ual market return and expected market return, 
and is recognized over a five-year period, further adjusted, if 
necessary, to be within 20% of the market vdlue. 

7.50% 

2.75% 

inflation plus merit increases that vary by age and service 

7.00% gradi ng to 4.50% over 10 years 

9.00% grading to 4.50% over 10 years 
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.. BANKS, FINLEY, 
nWHITE&CO. 

CERTIFlED PUBUC ACCOUNTANTS 

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 

Board of Commissioners and Management 
Memphis Light, Gas and Water Division 
Memphis, Tennessee 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the statements of plan net 
position and the related statements of changes in plan net position of the Memphis Light, Gas 
and Water Division Other Post Employment Benefits Trust (the OPEB Trust), as of and for the 
year ended December 31, 2018, and the related notes to the financial statements, which 
collectively comprise the OPEB Trust's basic financial statements, and have issued our report 
thereon dated May 31,2019. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the OPEB Trust'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 OPEB Trust's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the OPEB Trust'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 nonnal course of perfonning 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 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 reporting that 
might be significant deficiencies, or material weakness. Given these limitations, during our audit 
we did not identify any deficiencies in internal control that we consider to be material weakness. 
However, material weakness may exist that have not been identi fied. 
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Compliance and Other Matters 

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

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal controls 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. 

M?:!If/::!fJdP ?i 
May 31 , 2019 
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MEMPHIS LIGHT, GAS AND WATER DIVISION 
OTHER POST EMPLOYMENT BENEFITS TRUST 

Schedule of Prior Year Findings and Questioned Costs 
For the Year Ended December 3 1, 20 18 

There were no prior findings reported. 
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