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item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations (although such interest may be included in 
adjusted current earnings in computing the federal alternative minimum tax imposed on corporations, as defined for federal income tax purposes).  Co-Bond 
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taxation in the State of Tennessee, except inheritance, transfer and estate taxes, and Tennessee franchise and excise taxes.  See “TAX MATTERS” herein regarding 
certain other tax considerations.
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The City of Memphis, Tennessee (the “City”) at the request of the Board of Commissioners (the “Board”) of Memphis Light, Gas & Water Division (“MLGW” or 
the “Division”) is issuing three separate financing transactions, one for each of its utility divisions. Described in this disclosure document are the $90,000,000 Electric 
System Revenue Bonds, Series 2017 (the “Series 2017 Electric System Bonds”), the $40,000,000 Gas System Revenue Bonds, Series 2017 (the “Series 2017 Gas System 
Bonds”) and the $25,000,000 Water System Revenue Bonds, Series 2017 (the “Series 2017 Water System Bonds” and, together with the Series 2017 Electric System 
Bonds and the Series 2017 Gas System Bonds, the “Series 2017 Bonds”). The Series 2017 Electric System Bonds will be secured solely by the Electric System Pledged 
Revenues (defined herein). The Series 2017 Gas System Bonds will be secured solely by the Gas System Pledged Revenues (defined herein). The Series 2017 Water 
System Bonds will be secured solely by the Water System Pledged Revenues (defined herein). The Series 2017 Bonds are being issued by the City pursuant to the 
provisions of Tennessee law described herein and pursuant to the resolutions adopted by the Board and the City Council of the City (the “City Council”) as further 
described herein. All capitalized terms used herein and not otherwise defined herein are used with the meanings assigned thereto in “APPENDIX F ‑ SUMMARY OF 
CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM RESOLUTION”, APPENDIX G ‑ SUMMARY OF CERTAIN PROVISIONS OF THE GAS SYSTEM RESOLUTION and 
“APPENDIX H ‑ SUMMARY OF CERTAIN PROVISIONS OF THE WATER SYSTEM RESOLUTION,” respectively, attached hereto.

The proceeds of the Series 2017 Electric System Bonds are being issued to finance the costs of acquiring, expanding and/or improving the Electric System 
(defined herein) and to pay certain costs of issuance with respect to the Series 2017 Electric System Bonds.  See “PLAN OF FINANCE – Series 2017 Electric System 
Bonds” herein and “APPENDIX A – OPERATING INFORMATION PERTAINING TO THE ELECTRIC DIVISION ‑ CAPITAL IMPROVEMENT PROGRAM OF ELECTRIC 
DIVISION AND SOURCES OF FUNDING”.  The Series 2017 Gas System Bonds are being issued to finance the costs of acquiring, expanding and/or improving the Gas 
System (defined herein) and to pay certain costs of issuance with respect to the Series 2017 Gas System Bonds.  See “PLAN OF FINANCE – Series 2017 Gas System 
Bonds” herein and “APPENDIX B – OPERATING INFORMATION PERTAINING TO THE GAS DIVISION ‑ CAPITAL IMPROVEMENT PROGRAM OF GAS DIVISION 
AND SOURCES OF FUNDING”. The Series 2017 Water System Bonds are being issued to finance the costs of acquiring, expanding and/or improving the Water System 
(defined herein) and to pay certain costs of issuance with respect to the Series 2017 Water System Bonds.  See “PLAN OF FINANCE – Series 2017 Water System Bonds” 
herein and “APPENDIX C – OPERATING INFORMATION PERTAINING TO THE WATER DIVISION ‑ CAPITAL IMPROVEMENT PROGRAM OF WATER DIVISION 
AND SOURCES OF FUNDING”.

The Series 2017 Bonds shall be fully registered bonds without coupons in denominations of $5,000 as described herein and integral multiples thereof, and when 
issued will be registered in the name of Cede & Co. as nominee of The Depository Trust Company, New York, New York, (“DTC”) to which principal and interest will be 
paid. Beneficial owners of the Series 2017 Bonds will not receive physical delivery of Bond certificates except as described herein. Regions Bank, Nashville, Tennessee 
will serve as bond registrar and paying agent (the “Paying Agent”) for the Series 2017 Bonds. See “BOOK‑ENTRY ONLY SYSTEM” herein.  

The Series 2017 Bonds will be dated the date of their delivery and will bear interest from the dated dates thereof, at the rates set forth on the inside cover of this 
Official Statement.  Interest on the Series 2017 Bonds is payable semiannually on June 1 and December 1 of each year, commencing December 1, 2017.  Principal on the 
Series 2017 Bonds is payable on December 1 of each year, commencing December 1, 2018.  See “DESCRIPTION OF THE SERIES 2017 BONDS” herein.  

The Series 2017 Bonds are subject to redemption prior to maturity as described herein.  See “REDEMPTION PROVISIONS – Redemption Provisions for the Series 
2017 Electric System Bonds, – Redemption Provisions for the Series 2017 Gas System Bonds, and – Redemption Provisions for the Series 2017 Water System Bonds” 
herein.

The Series 2017 Bonds are being issued as General Revenue Obligations under the Electric System Resolution (as defined herein), Gas System Resolution (as 
defined herein) and Water System Resolution (as defined herein), respectively; and, as such, are limited obligations of the City payable solely from and secured by a 
pledge of the Electric System Pledged Revenues (as defined herein), Gas System Pledged Revenues (as defined herein) and Water System Pledged Revenues (as defined 
herein), respectively.  The Electric System Pledged Revenues, the Gas System Pledged Revenues and the Water System Pledged Revenues, respectively, are permitted 
to be used only for payment for the principal and interest of the Series 2017 Bonds for the particular system to which they relate.  See “SECURITY AND SOURCES OF 
PAYMENT FOR THE SERIES 2017 BONDS” herein.

THE SERIES 2017 BONDS DO NOT CONSTITUTE A DEBT OF THE CITY OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY 
CHARTER OR STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OR ANY POLITICAL 
SUBDIVISION THEREOF, INCLUDING THE CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 BONDS, AND NO HOLDER OF THE SERIES 
2017 BONDS SHALL HAVE THE RIGHT TO COMPEL ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE SERIES 2017 BONDS, OR 
THE INTEREST THEREON, AND THE SERIES 2017 BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED OBLIGATIONS OF THE CITY 
AND MLGW AS PROVIDED IN THE ELECTRIC SYSTEM RESOLUTION, THE GAS SYSTEM RESOLUTION AND THE WATER SYSTEM RESOLUTION, 
RESPECTIVELY, PAYABLE SOLELY FROM THE ELECTRIC SYSTEM PLEDGED REVENUES, THE GAS SYSTEM PLEDGED REVENUES AND THE 
WATER SYSTEM PLEDGED REVENUES, RESPECTIVELY. THE SERIES 2017 BONDS DO NOT CONSTITUTE A CHARGE, LIEN OR ENCUMBRANCE 
UPON ANY OTHER PROPERTY OF THE CITY EXCEPTING ONLY THE ELECTRIC SYSTEM PLEDGED REVENUES, THE GAS SYSTEM PLEDGED 
REVENUES AND THE WATER SYSTEM PLEDGED REVENUES, RESPECTIVELY. 

This cover page contains limited information for quick reference only.  It is not a summary of the matters relating to the Series 2017 Bonds.  Potential investors 
must read the entire Official Statement (including the cover page and all appendices attached hereto) to obtain information essential to the making of an informed 
investment decision.  

The Series 2017 Bonds are being offered when, as and if issued by the City and received by the Underwriters, subject to prior sale and to withdrawal or 
modification of the offer without notice, and subject to the approving opinions of Allan J. Wade, PLLC and Butler Snow LLP, both of Memphis, Tennessee, Co-
Bond Counsel. Certain legal matters will be passed upon for the City by Bruce McMullen, Chief Legal Counsel/ City Attorney.  Certain legal matters will be passed 
upon for MLGW by Cheryl W. Patterson, Esquire, Vice President and General Counsel.  Certain legal matters will be passed upon for the Underwriters by Charles 
E. Carpenter, A Professional Corporation, Memphis, Tennessee.  Stephens Inc., Nashville, Tennessee and ComCap Partners, Memphis, Tennessee are serving 
as Municipal Advisors to MLGW.  The Series 2017 Bonds are expected to be delivered through the book-entry system of DTC in New York, New York on or about 
September 28, 2017.

Raymond James

SunTrust Robinson Humphrey Harvestons Securities, Inc. Duncan-Williams, Inc.
This Official Statement is dated September 14, 2017



 
 

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES,  
PRICES OR YIELDS AND INITIAL CUSIPS 

 
 

$90,000,000 
ELECTRIC SYSTEM REVENUE BONDS, 

SERIES 2017 
 

Maturity 
(December 1) 

Principal 
Amount 

Interest 
Rate Price Yield 

Initial 
CUSIP No. † 

2018   $2,855,000    3.00%    102.555%    0.81% 586158PM3 
2019 2,945,000 4.00 106.661 0.90 586158PN1
2020 3,060,000 5.00 112.401 1.02 586158PP6
2021 3,215,000 5.00 115.515 1.18 586158PQ4
2022 3,375,000 5.00 118.347 1.32 586158PR2
2023 3,545,000 5.00 120.959 1.44 586158PS0
2024 3,720,000 5.00 122.653 1.64 586158PT8
2025 3,905,000 5.00 124.136 1.81 586158PU5
2026 4,100,000 5.00 125.411 1.96 586158PV3
2027 4,305,000 5.00 126.755 2.07 586158PW1
2028 4,520,000 5.00   125.502* 2.19 586158PX9
2029 4,750,000 5.00   124.572* 2.28 586158PY7
2030 4,985,000 5.00   123.957* 2.34 586158PZ4
2031 5,235,000 3.50   106.157* 2.80 586158QA8
2032 5,420,000 3.50   105.522* 2.87 586158QB6
2033 5,605,000 3.50   104.532* 2.98 586158QC4
2034 5,805,000 3.50   103.996* 3.04 586158QD2
2035 6,005,000 3.50   103.553* 3.09 586158QE0
2036 6,215,000 3.50   103.111* 3.14 586158QF7
2037 6,435,000 3.50   102.847* 3.17 586158QG5

_________________________ 
*Priced to December 1, 2027 par call. 
 
† CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein are provided by Standard and Poor's CUSIP Service 
Bureau, a Division of the McGraw-Hill Companies, Inc. These data are not intended to create a database and do not serve in any way as a 
substitute for the CUSIP Services.  Neither the City, MLGW nor the Underwriters’ are responsible for the use of CUSIP numbers, nor is any 
representation made as to their correctness. They are included solely for the convenience of the readers of this Official Statement. 

      
      
      
      
      
      
      
      
      
      
      
      
      
      

 

 



 
 

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, 
PRICES OR YIELDS AND INITIAL CUSIPS 

$40,000,000 
GAS SYSTEM REVENUE BONDS, 

SERIES 2017 

Maturity 
(December 1) 

Principal 
Amount 

Interest 
Rate Price Yield 

Initial 
CUSIP No. † 

2018   $1,250,000     3.00%    102.555%    0.81% 58616PAW8 
2019 1,290,000 4.00 106.661 0.90 58616PAX6
2020 1,340,000 5.00 112.401 1.02 58616PAY4
2021 1,410,000 5.00 115.515 1.18 58616PAZ1
2022 1,480,000 5.00 118.347 1.32 58616PBA5
2023 1,555,000 5.00 120.959 1.44 58616PBB3
2024 1,630,000 5.00 122.653 1.64 58616PBC1
2025 1,710,000 5.00 124.136 1.81 58616PBD9
2026 1,800,000 5.00 125.411 1.96 58616PBE7
2027 1,885,000 5.00 126.755 2.07 58616PBF4
2028 1,980,000 5.00  125.502* 2.19 58616PBG2
2029 2,080,000 5.00  124.572* 2.28 58616PBH0
2030 2,185,000 5.00  123.957* 2.34 58616PBJ6
2031 2,295,000 5.00  123.345* 2.40 58616PBK3
2032 2,410,000 5.00  122.636* 2.47 58616PBL1
2033 2,530,000 4.00  110.557* 2.80 58616PBM9
2034 2,630,000 4.00  109.999* 2.86 58616PBN7
2035 2,735,000 4.00  109.536* 2.91 58616PBP2
2036 2,845,000 4.00  109.076* 2.96 58616PBQ0
2037 2,960,000 4.00  108.801* 2.99 58616PBR8

_________________________ 
*Priced to December 1, 2027 par call. 
 
† CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein are provided by Standard and Poor's CUSIP Service 
Bureau, a Division of the McGraw-Hill Companies, Inc. These data are not intended to create a database and do not serve in any way as a 
substitute for the CUSIP Services.  Neither the City, MLGW nor the Underwriters’ are responsible for the use of CUSIP numbers, nor is any 
representation made as to their correctness. They are included solely for the convenience of the readers of this Official Statement. 

      
      
      
      
      
      
      
      
      
      
      
      

 

 
 



 
 

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, 
PRICES OR YIELDS AND INITIAL CUSIPS 

$25,000,000 
WATER SYSTEM REVENUE BONDS, 

SERIES 2017 

Maturity 
(December 1) 

Principal 
Amount 

Interest 
Rate Price Yield 

Initial 
CUSIP No. † 

2018  $   880,000    2.00%     101.423%    0.78% 586226HC9 
2019 895,000 2.00 102.385 0.89 586226HD7
2020 915,000 3.00 106.169 1.02 586226HE5
2021 940,000 3.00 107.519 1.15 586226HF2
2022 970,000 3.00 108.480 1.30 586226HG0
2023    1,000,000 4.00 115.072 1.44 586226HH8
2024    1,040,000 4.00 115.984 1.63 586226HJ4
2025    1,080,000 5.00 124.136 1.81 586226HK1
2026    1,135,000 5.00 125.507 1.95 586226HL9
2027    1,190,000 5.00 126.755 2.07 586226HM7
2028    1,250,000 4.00   115.931* 2.24 586226HN5
2029    1,300,000 4.00   114.560* 2.38 586226HP0
2030    1,355,000 4.00   113.495* 2.49 586226HQ8
2031    1,405,000 3.50   106.157* 2.80 586226HR6
2032    1,455,000 4.00   111.307* 2.72 586226HS4
2033    1,515,000 4.00   111.119* 2.74 586226HT2
2034    1,575,000 4.00   110.557* 2.80 586226HU9
2035    1,640,000 4.00   110.092* 2.85 586226HV7
2036    1,705,000 3.00   98.559 3.10 586226HW5
2037    1,755,000 3.00   98.063 3.13 586226HX3

_________________________ 
*Priced to December 1, 2027 par call. 
 
† CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein are provided by Standard and Poor's CUSIP Service 
Bureau, a Division of the McGraw-Hill Companies, Inc. These data are not intended to create a database and do not serve in any way as a 
substitute for the CUSIP Services. Neither the City, MLGW nor the Underwriters’ are responsible for the use of CUSIP numbers, nor is any 
representation made as to their correctness. They are included solely for the convenience of the readers of this Official Statement. 
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No dealer, broker, salesperson or other person has been authorized to give information or to make any representation, other 
than those contained in this Official Statement, in connection with the offering of the Series 2017 Bonds, and, if given or made, such 
information or representation must not be relied upon as having been authorized by the City, MLGW, the Underwriters (defined 
herein) or their respective consultants and attorneys. This Official Statement does not constitute an offer or solicitation in any 
jurisdiction which such offer or solicitation is not authorized, or in which any person making such offer or solicitation is not qualified 
to do so, or to any person to whom it is unlawful to make such offer or solicitation. The information set forth herein has been obtained 
from the City, MLGW and other sources which are believed to be reliable, but it is not guaranteed as to accuracy or completeness by, 
and it not to be construed as a representation by, the Underwriters. 

This Official Statement is not to be construed as a contract with the purchaser of the Series 2017 Bonds. Statements 
contained in this Official Statement which involve estimates, forecasts, or matters of opinion, whether or not expressly so described 
herein, are intended solely as such, and are not to be construed as a representation of fact. This Official Statement contains "forward-
looking" statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended. Such statements may 
involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance and achievements 
to be different from future results, performance and achievements expressed or implied by such forward-looking statements. Investors 
are cautioned that the actual results could differ materially from those set forth in the forward-looking statements.  

The information and expressions of opinions contained herein are subject to change without notice, and neither the delivery 
of this Official Statement nor any sale made hereunder will, under any circumstances, create any implication that there has been no 
change in the affairs of the City or MLGW since the date hereof. 

The summaries of various constitutional provisions, statutes, the Electric System Resolution, the Gas System Resolution, 
the Water System Resolution, the Disclosure Certificate and other documents are intended as summaries only and are qualified in 
their entirety by reference to such documents, and references herein to the Series 2017 Bonds are qualified in their entirety to the 
forms thereof included in the Electric System Resolution, the Gas System Resolution and the Water System Resolution, respectively.  
During the period of the offering of the Series 2017 Bonds, copies of the Electric System Resolution, the Gas System Resolution, the 
Water System Resolution and other relevant documents and information are available, upon request and upon payment of a charge for 
copying, mailing and handling, from Mr. Chad Myers, Senior Vice President, Raymond James & Associates, Inc., 50 N. Front Street, 
16th Floor, Memphis, Tennessee 38103, (901) 579-4923. 

THIS OFFICIAL STATEMENT IS INTENDED TO REFLECT MATERIAL FACTS AND CIRCUMSTANCES AS 
THEY EXIST ON THE DATE OF THIS OFFICIAL STATEMENT OR ON SUCH OTHER DATE OR AT SUCH OTHER 
TIME AS INDENTIFIED HEREIN. NO ASSURANCE CAN BE GIVEN THAT SUCH INFORMATION WILL NOT BE 
MISLEADING AT A LATER DATE. CONSEQUENTLY, RELIANCE ON THIS OFFICIAL STATEMENT AT TIMES 
SUBSEQUENT TO THE ISSUANCE OF THE SERIES 2017 BONDS SHOULD NOT BE MADE ON THE ASSUMPTION 
THAT ANY SUCH FACTS OR CIRCUMSTANCES ARE UNCHANGED. 

THE SERIES 2017 BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE 
COMMISSION (“SEC”) BY REASON OF CERTAIN EXEMPTIONS CONTAINED IN THE SECURITIES ACT OF 1933, 
AS AMENDED. IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT REGARDING THE CITY, 
MLGW, THE SERIES 2017 BONDS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES 
COMMISSION OR REGULATORY AUTHORITY, NOR HAVE SUCH AUTHORITIES CONFIRMED THE ACCURACY 
OR DETERMINED THE ACCURACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A 
CRIMINAL OFFENSE. 

THE MUNICIPAL ADVISORS HAVE BEEN EMPLOYED BY THE CITY AND MLGW TO ADVISE THEM 
WITH RESPECT TO CERTAIN MATTERS RELATING TO THE PROPOSED STRUCTURE OF THE SERIES 2017 
BONDS. THE MUNICIPAL ADVISORS HAVE NOT BEEN EMPLOYED AND ASSUME NO DUTY OR OBLIGATION 
TO ADVISE ANY OTHER PARTY AS TO ANY ASPECT OF THE TRANSACTION, INCLUDING THE HOLDERS OF 
THE SERIES 2017 BONDS. 

THE UNDERWRITERS HAVE PROVIDED THE FOLLOWING SENTENCE FOR INCLUSION IN THIS OFFICIAL 
STATEMENT: THE UNDERWRITERS HAVE REVIEWED THE INFORMATION IN THIS OFFICIAL STATEMENT IN 
ACCORDANCE WITH, AND AS A PART OF, THEIR RESPECTIVE RESPONSIBILITIES TO INVESTORS UNDER THE 
FEDERAL SECURITIES LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS TRANSACTION, BUT THE 
UNDERWRITERS DO NOT GUARANTEE THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE THE MARKET PRICE OF THE SERIES 2017 BONDS AT A LEVEL ABOVE THAT 
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE 
DISCONTINUED AT ANY TIME. 
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CITY OF MEMPHIS, TENNESSEE 
 

$90,000,000 
ELECTRIC SYSTEM REVENUE  
         BONDS, SERIES 2017 

 
$40,000,000 

GAS SYSTEM REVENUE 
BONDS, SERIES 2017 

 

 
$25,000,000 

WATER SYSTEM REVENUE  
             BONDS, SERIES 2017 

 
INTRODUCTION 

General 
The purpose of this Official Statement, which includes the cover page and the appendices attached 

hereto, is to provide certain information concerning the issuance and sale by the City of Memphis, Tennessee 
(the “City”) of three separate financing transactions, one for each of its utility divisions. Described in this 
disclosure document are the $90,000,000 aggregate principal amount of its Electric System Revenue Bonds, 
Series 2017 (the “Series 2017 Electric System Bonds”), the $40,000,000 aggregate principal amount of its 
Gas System Revenue Bonds, Series 2017 (the “Series 2017 Gas System Bonds”) and the $25,000,000 
aggregate principal amount of its Water System Revenue Bonds, Series 2017 (the “Series 2017 Water System 
Bonds”). The Series 2017 Electric System Bonds will be secured solely by the Electric System Pledged 
Revenues (defined herein). The Series 2017 Gas System Bonds will be secured solely by the Gas System 
Pledged Revenues (defined herein). The Series 2017 Water System Bonds will be secured solely by the Water 
System Pledged Revenues (defined herein). The Series 2017 Electric System Bonds, the Series 2017 Gas 
System Bonds and the Series 2017 Water System Bonds are herein collectively referred to as the “Series 2017 
Bonds.” All capitalized terms used herein and not otherwise defined herein are used with the meanings 
assigned thereto in “APPENDIX F – SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC 
SYSTEM RESOLUTION”, “APPENDIX G - SUMMARY OF CERTAIN PROVISIONS OF THE GAS 
SYSTEM RESOLUTION” and “APPENDIX H – SUMMARY OF CERTAIN PROVISIONS OF THE 
WATER SYSTEM RESOLUTION,” respectively, attached hereto. 

This Introduction is not a summary of this Official Statement and is intended only for quick reference. 
 It is only a brief description of and guide to, and is qualified in its entirety by reference to, the more complete 
and detailed information contained in the entire Official Statement, including the inside cover page, the 
appendices attached hereto, and the documents summarized or described herein.  A full review should be 
made of the entire Official Statement and of the documents summarized or described herein if necessary.  The 
offering of the Series 2017 Bonds to potential investors is made only by means of the entire Official 
Statement, including the appendices attached hereto.  No person is authorized to detach this introduction 
from this Official Statement or to otherwise use it without the entire Official Statement including the 
appendices attached hereto. 

The City 
The City, the issuer of the Series 2017 Bonds, is a municipal corporation of the State of Tennessee 

(the “State”).  The City is located on the east bank of the Mississippi River in the southwest corner of the 
State.  The City is the State's second largest city and the county seat of Shelby County, Tennessee (the 
“County”).  The City currently occupies a land area of 350.1 square miles and ranks as the 25th largest city in 
the nation.  According to the U.S. Bureau of the Census, the estimated 2016 population of the City was 
652,717.  See “APPENDIX D – ECONOMIC AND DEMOGRAPHIC INFORMATION PERTAINING TO 
THE CITY OF MEMPHIS, TENNESSEE AND SHELBY COUNTY, TENNESSEE” attached hereto for 
more information regarding the City and the County. 
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MLGW 
In 1939, the City Charter was amended to create the Memphis Light, Gas & Water Division (“MLGW 

or the “Division”) as a division of the City.  MLGW is owned by the City and administered by the Board of 
Commissioners (the “Board”) of MLGW.  MLGW provides electric, gas and water utility services through 
separate electric, gas and water divisions (as defined herein).  A 1981 amendment to the City Charter permits 
the establishment of additional divisions to provide other energy services.  MLGW operates on a fiscal year 
that commences January 1 and ends on December 31 (the “Fiscal Year”).  See “MEMPHIS, LIGHT, GAS 
AND WATER DIVISION” herein for more information regarding MLGW.  

The Electric Division 
The Electric Division of MLGW (the “Electric Division”) designs, constructs, operates and maintains 

an electrical transmission and distribution system (the “Electric System”) which served an average of 426,816 
customers during the Fiscal Year ended December 31, 2016.  The Electric Division purchases all of its 
electricity from the Tennessee Valley Authority (“TVA”).  See "THE ELECTRIC DIVISION" herein and 
“APPENDIX A – OPERATING INFORMATION PERTAINING TO THE ELECTRIC DIVISION” attached 
hereto for more information regarding the Electric Division and TVA. 

The Gas Division 
The Gas Division of MLGW (the “Gas Division”) designs, constructs, operates and maintains a gas 

transmission and distribution system (the “Gas System”) which served an average of 311,400 customers 
during the Fiscal Year ended December 31, 2016.  The Gas Division purchases its gas requirements on the 
open market from various suppliers.  See “THE GAS DIVISION” herein and “APPENDIX B – OPERATING 
INFORMATION PERTAINING TO THE GAS DIVISION” attached hereto for more information regarding 
the Gas Division. 

The Water Division 
The Water Division of MLGW (the “Water Division”) designs, constructs, operates and maintains a 

water supply and distribution system and facilities (the “Water System”) which served an average of 253,109 
customers during the Fiscal Year ended December 31, 2016.  The Water System has been owned and operated 
by the City, through MLGW and predecessor organizations, since 1903.  See “THE WATER DIVISION” 
herein “APPENDIX C – OPERATING INFORMATION PERTAINING TO THE WATER DIVISION” 
attached hereto for more information regarding the Water Division. 

Purpose of the Series 2017 Bonds 
Series 2017 Electric System Bonds.  The Series 2017 Electric System Bonds are being issued to 

finance the costs of acquiring, expanding and/or improving the Electric System and to pay certain costs of 
issuance with respect to the Series 2017 Electric System Bonds.  See “PLAN OF FINANCE – Series 2017 
Electric System Bonds” herein and “APPENDIX A - OPERATING INFORMATION PERTAINING TO 
THE ELECTRIC DIVISION - CAPITAL IMPROVEMENT PROGRAM OF ELECTRIC DIVISION AND 
SOURCES OF FUNDING” attached hereto. 

Series 2017 Gas System Bonds.  The Series 2017 Gas System Bonds are being issued to finance the 
costs of acquiring, expanding and/or improving the Gas System and to pay certain costs of issuance with 
respect to the Series 2017 Gas System Bonds.  See “PLAN OF FINANCE – Series 2017 Gas System Bonds” 
herein and “APPENDIX B - OPERATING INFORMATION PERTAINING TO THE GAS DIVISION - 
CAPITAL IMPROVEMENT PROGRAM OF GAS DIVISION AND SOURCES OF FUNDING” attached 
hereto. 

Series 2017 Water System Bonds.  The Series 2017 Water System Bonds are being issued to finance 
the costs of acquiring, expanding and/or improving the Water System and to pay certain costs of issuance 
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with respect to the Series 2017 Water System Bonds.  See “PLAN OF FINANCE – Series 2017 Water System 
Bonds” herein and “APPENDIX C - OPERATING INFORMATION PERTAINING TO THE WATER 
DIVISION - CAPITAL IMPROVEMENT PROGRAM OF WATER DIVISION AND SOURCES OF 
FUNDING” attached hereto. 

Authority for Issuance of the Series 2017 Bonds 
Electric System.   The Series 2017 Electric System Bonds are being issued pursuant to Chapter 34, 

Title 7, Tennessee Code Annotated, as amended (the “Act”), the Charter of the City (the “City Charter”), and 
the Electric System Revenue Obligations Master Resolution adopted by the Board of MLGW on June 20, 
2002 and by the City Council of the City (the “City Council”) on July 2, 2002, as previously amended and 
supplemented (the “Master Electric System Resolution”), and particularly as supplemented in respect of the 
Series 2017 Electric System Bonds by that certain Seventh Supplemental Resolution adopted by the Board of 
MLGW on July 19, 2017 and by the City Council on August 22, 2017 (the “Seventh Supplemental 
Resolution” and, together with the Master Electric System Resolution, the “Electric System Resolution”) 
under which Regions Bank, Nashville, Tennessee is appointed the bond registrar and paying agent (the 
“Paying Agent”) for the Series 2017 Electric System Bonds. For a more complete statement of the general 
covenants and provisions pursuant to which the Series 2017 Electric System Bonds are issued, see 
“APPENDIX F - SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM 
RESOLUTION” attached hereto. 
 

Gas System.   The Series 2017 Gas System Bonds are being issued pursuant to the Act, the City 
Charter, and the Gas System Revenue Obligations Master Resolution adopted by the Board of MLGW on 
June 1, 2016 and by the City Council on July 5, 2016 (the “Master Gas System Resolution”), particularly as 
supplemented in respect of the Series 2017 Gas System Bonds by that certain Second Supplemental 
Resolution adopted by the Board of MLGW on July 19, 2017 and by the City Council on August 22, 2017 
(the “Second Supplemental Resolution” and, together with the Master Gas System Resolution, the “Gas 
System Resolution”), under which the Paying Agent is appointed the bond registrar and paying agent for the 
Series 2017 Gas System Bonds. For a more complete statement of the general covenants and provisions 
pursuant to which the Series 2017 Gas System Bonds are issued, see “APPENDIX G - SUMMARY OF 
CERTAIN PROVISIONS OF THE GAS SYSTEM RESOLUTION” attached hereto. 
 

Water System.   The Series 2017 Water System Bonds are being issued pursuant to the Act, the City 
Charter, and the Water System Revenue Obligations Master Resolution adopted by the Board of MLGW on 
December 5, 2013 and by the City Council on December 17, 2013, as previously amended and supplemented 
(the “Master Water System Resolution”), and particularly as supplemented in respect of the Series 2017 
Water System Bonds by that certain Third Supplemental Resolution adopted by the Board of MLGW on July 
19, 2017 and by the City Council on August 22, 2017 (the “Third Supplemental Resolution” and, together 
with the Master Water System Resolution, the “Water System Resolution”) under which the Paying Agent is 
appointed the bond registrar and paying agent for the Series 2017 Water System Bonds. For a more complete 
statement of the general covenants and provisions pursuant to which the Series 2017 Water System Bonds are 
issued, see “APPENDIX H - SUMMARY OF CERTAIN PROVISIONS OF THE WATER SYSTEM 
RESOLUTION” attached hereto. 

Security for the Series 2017 Bonds 
Series 2017 Electric System Bonds.  The Series 2017 Electric System Bonds are being issued as 

General Revenue Obligations under the Electric System Resolution and, as such, are limited obligations of the 
City payable solely from and secured by a pledge of the Electric System Pledged Revenues (as defined 
herein), which is on a parity and equality of lien with respect to the Electric System Pledged Revenues with 
any Outstanding Senior Lien Revenue Obligations issued under the Master Electric System Resolution, and 
any additional Senior Lien Revenue Obligations hereafter issued thereunder, and such lien is senior in lien 
and right of payment to any Outstanding Subordinate Lien Obligations (as defined herein) issued under the 



4 
 

Master Electric System Resolution or any Subordinate Lien Obligations issued under the Master Electric 
System Resolution in the future. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 
2017 ELECTRIC SYSTEM BONDS” herein. 

The City has previously issued its Electric System Revenue Bonds, Series 2014 (the “Series 2014 
Electric System Bonds”), and its Electric System Revenue Bonds, Series 2016 (the “Series 2016 Electric 
System Bonds”), which are currently outstanding in the aggregate principal amount of $106,105,000 
(collectively, the “Outstanding Electric System Senior Lien Obligations”). In addition, the City has previously 
issued various series of Subordinate Lien Obligations secured by and pursuant to the Master Electric System 
Resolution, which are currently outstanding in the aggregate principal amount of $235,350,000 (collectively, 
the “Outstanding Electric System Subordinate Lien Obligations”).  See “SECURITY AND SOURCES OF 
PAYMENT FOR THE SERIES 2017 ELECTRIC SYSTEM BONDS – Outstanding Electric System Senior 
Lien Obligations and Outstanding Electric System Subordinate Lien Obligations” herein.  The Outstanding 
Electric System Subordinate Lien Obligations have a Subordinate Lien on Electric System Pledged Revenues. 
 Subject to certain conditions as set forth in the Master Electric System Resolution, the City may issue 
Additional Obligations pursuant to the Master Electric System Resolution.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE SERIES 2017 ELECTRIC SYSTEM BONDS – Additional Revenue 
Obligations” herein. 

THE ELECTRIC SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF 
THE ELECTRIC DIVISION.  THE SERIES 2017 ELECTRIC SYSTEM BONDS ARE NOT 
PAYABLE FROM REVENUES OF MLGW'S GAS DIVISION OR WATER DIVISION. 

The Series 2017 Electric System Bonds are not obligations of TVA or the United States and are not 
secured by any revenues or property of TVA or the United States.  For a more complete statement of the 
general covenants and provisions pursuant to which the Series 2017 Electric System Bonds are issued, see 
“APPENDIX F – SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM 
RESOLUTION” attached hereto. 

THE SERIES 2017 ELECTRIC SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE 
CITY OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 ELECTRIC SYSTEM BONDS, 
AND NO HOLDER OF THE SERIES 2017 ELECTRIC SYSTEM BONDS SHALL HAVE THE 
RIGHT TO COMPEL ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE 
SERIES 2017 ELECTRIC SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 
2017 ELECTRIC SYSTEM BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED 
OBLIGATIONS OF THE CITY AND MLGW AS PROVIDED IN THE ELECTRIC SYSTEM 
RESOLUTION PAYABLE SOLELY FROM THE ELECTRIC SYSTEM PLEDGED REVENUES.  
THE SERIES 2017 ELECTRIC SYSTEM BONDS DO NOT CONSTITUTE A CHARGE, LIEN OR 
ENCUMBRANCE UPON ANY OTHER PROPERTY OF THE CITY EXCEPTING ONLY THE 
ELECTRIC SYSTEM PLEDGED REVENUES. 

Series 2017 Gas System Bonds.  The Series 2017 Gas System Bonds are being issued as General 
Revenue Obligations under the Gas System Resolution and, as such, are limited obligations of the City 
payable solely from and secured by a pledge of the Gas System Pledged Revenues (as defined herein), which 
is on a parity and equality of lien with respect to the Gas System Pledged Revenues with any additional 
Senior Lien Revenue Obligations hereafter issued under the Master Gas System Resolution, and such lien is 
senior in lien and right of payment to any Subordinate Lien Obligations issued under the Master Gas System 
Resolution in the future.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2017 GAS 
SYSTEM BONDS” herein. 
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The City has previously issued its Gas System Revenue Bonds, Series 2016 (the “Series 2016 Gas 
System Bonds”), which are currently outstanding in the aggregate principal amount of $40,000,000 (the 
“Outstanding Gas System Obligations”). See “SECURITY AND SOURCES OF PAYMENT FOR THE 
SERIES 2017 GAS SYSTEM BONDS – Outstanding Gas System Senior Lien Revenue Obligations” herein. 
The City has no outstanding subordinate lien obligations in the Gas Division. Subject to certain conditions as 
set forth in the Master Gas System Resolution, the City may issue Additional Obligations pursuant to the 
Master Gas System Resolution.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2017 
GAS SYSTEM BONDS – Additional Revenue Obligations” herein.  

THE GAS SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF THE 
GAS DIVISION. THE SERIES 2017 GAS SYSTEM BONDS ARE NOT PAYABLE FROM 
REVENUES OF MLGW'S ELECTRIC DIVISION OR WATER DIVISION. 

For a more complete statement of the general covenants and provisions pursuant to which the Series 
2017 Gas System Bonds are issued, see “APPENDIX G – SUMMARY OF CERTAIN PROVISONS OF THE 
GAS SYSTEM RESOLUTION” attached hereto. 

THE SERIES 2017 GAS SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE CITY 
OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 GAS SYSTEM BONDS, AND NO 
HOLDER OF THE SERIES 2017 GAS SYSTEM BONDS SHALL HAVE THE RIGHT TO COMPEL 
ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE SERIES 2017 GAS 
SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 2017 GAS SYSTEM 
BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED OBLIGATIONS OF THE CITY 
AND MLGW AS PROVIDED IN THE GAS SYSTEM RESOLUTION PAYABLE SOLELY FROM 
THE GAS SYSTEM PLEDGED REVENUES.  THE SERIES 2017 GAS SYSTEM BONDS DO NOT 
CONSTITUTE A CHARGE, LIEN OR ENCUMBRANCE UPON ANY OTHER PROPERTY OF THE 
CITY EXCEPTING ONLY THE GAS SYSTEM PLEDGED REVENUES. 

Series 2017 Water System Bonds.  The Series 2017 Water System Bonds are being issued as General 
Revenue Obligations under the Water System Resolution and, as such, are limited obligations of the City 
payable solely from and secured by a pledge of the Water System Pledged Revenues (as defined herein), 
which is on a parity and equality of lien with respect to the Water System Pledged Revenues with any 
Outstanding Senior Lien Revenue Obligations issued under the Master Water System Resolution and any 
additional Senior Lien Revenue Obligations hereafter issued under the Master Water System Resolution, and 
such lien is senior in lien and right of payment to any Subordinate Lien Obligations issued under the Master 
Water System Resolution in the future. See “SECURITY AND SOURCES OF PAYMENT FOR THE 
SERIES 2017 WATER SYSTEM BONDS” herein. 

The City has previously issued its Water System Revenue Bonds, Series 2014 (the “Series 2014 
Water System Bonds”), and its Water System Revenue Bonds, Series 2016 (the “Series 2016 Water System 
Bonds”), which are currently outstanding in the aggregate principal amount of $43,870,000 (collectively, the 
“Outstanding Water System Senior Lien Obligations”). See “SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2017 WATER SYSTEM BONDS – Outstanding Water System Senior Lien Revenue 
Obligations” herein. The City has no outstanding subordinate lien obligations in the Water Division. Subject 
to certain conditions as set forth in the Master Water System Resolution, the City may issue Additional 
Obligations pursuant to the Master Water System Resolution. See “SECURITY AND SOURCES OF 
PAYMENT FOR THE SERIES 2017 WATER SYSTEM BONDS – Additional Revenue Obligations” herein.  
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THE WATER SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF 
THE WATER DIVISION.  THE SERIES 2017 WATER SYSTEM BONDS ARE NOT PAYABLE 
FROM REVENUES OF MLGW'S ELECTRIC DIVISION OR GAS DIVISION. 

For a more complete statement of the general covenants and provisions pursuant to which the Series 
2017 Water System Bonds are issued, see “APPENDIX H – SUMMARY OF CERTAIN PROVISIONS OF 
THE WATER SYSTEM RESOLUTION” attached hereto. 

THE SERIES 2017 WATER SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE 
CITY OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 WATER SYSTEM BONDS, AND 
NO HOLDER OF THE SERIES 2017 WATER SYSTEM BONDS SHALL HAVE THE RIGHT TO 
COMPEL ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE SERIES 2017 
WATER SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 2017 WATER 
SYSTEM BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED OBLIGATIONS OF 
THE CITY AND MLGW AS PROVIDED IN THE WATER SYSTEM RESOLUTION PAYABLE 
SOLELY FROM THE WATER SYSTEM PLEDGED REVENUES.  THE SERIES 2017 WATER 
SYSTEM BONDS DO NOT CONSTITUTE A CHARGE, LIEN OR ENCUMBRANCE UPON ANY 
OTHER PROPERTY OF THE CITY EXCEPTING ONLY THE WATER SYSTEM PLEDGED 
REVENUES. 

 
In addition, Article 65 of the City Charter requires each of the Electric Division, Water Division and 

Gas Division to be financially separate with such joint or common expenses as shall be advisable and 
economical as determined by the Board. Revenues of the Electric Division, the Gas Division and Water 
Division are permitted to be used only for the payment of bonds and interest on the particular system to which 
they relate.   

 
PLAN OF FINANCE 

Series 2017 Electric System Bonds 
The Series 2017 Electric System Bonds are being issued under the Electric System Resolution in 

order to: (a) finance the costs of acquiring, expanding and/or improving the Electric System, all of which 
constitute a portion of the Electric Division Capital Program (as defined herein) and (b) pay certain costs of 
issuance with respect to the Series 2017 Electric System Bonds. In addition to the issuance of the Series 2017 
Electric System Bonds, the City contemplates issuing Additional Obligations to finance the costs of additional 
portions of the Electric Division Capital Program. See “APPENDIX A - OPERATING INFORMATION 
PERTAINING TO THE ELECTRIC DIVISION -  CAPITAL IMPROVEMENT PROGRAM OF ELECTRIC 
DIVISION AND SOURCES OF FUNDING” attached hereto. 

Series 2017 Gas System Bonds 
The Series 2017 Gas System Bonds are being issued under the Gas System Resolution in order to: 

(a) finance the costs of acquiring, expanding and/or improving the Gas System, all of which constitute a 
portion of the Gas Division Capital Program (as defined herein) and (b) pay certain costs of issuance with 
respect to the Series 2017 Gas System Bonds. In addition to the issuance of the Series 2017 Gas System 
Bonds, the City contemplates issuing Additional Obligations to finance the costs of additional portions of the 
Gas Division Capital Program. See “APPENDIX B - OPERATING INFORMATION PERTAINING TO 
THE GAS DIVISION - CAPITAL IMPROVEMENT PROGRAM OF GAS DIVISION AND SOURCES OF 
FUNDING” attached hereto. 
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Series 2017 Water System Bonds 
The Series 2017 Water System Bonds are being issued under the Water System Resolution in order 

to: (a) finance the costs of acquiring, expanding and/or improving the Water System, all of which constitute a 
portion of the Water Division Capital Improvement Plan (as defined herein) and (b) pay certain costs of 
issuance with respect to the Series 2017 Water System Bonds. In addition to the issuance of the Series 2017 
Water System Bonds, the City contemplates issuing Additional Obligations to finance the costs of additional 
portions of the Water Division Capital Improvement Plan. See “APPENDIX C - OPERATING 
INFORMATION PERTAINING TO THE WATER DIVISION - CAPITAL IMPROVEMENT PROGRAM 
OF WATER DIVISION AND SOURCES OF FUNDING” attached hereto. 
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SOURCES AND USES OF FUNDS 

The table below sets forth the estimated sources and uses of funds in connection with the issuance 
of the Series 2017 Electric System Bonds, the Series 2017 Gas System Bonds and the Series 2017 Water 
System Bonds, respectively.  

 Electric 
Series 2017 

Gas 
Series 2017 

Water 
Series 2017 

SOURCES    
    
Par Amount    $90,000,000.00 $40,000,000.00 $25,000,000.00
Premium 11,700,078.85 6,774,336.80 2,692,728.90
    __________    __________    __________
Total Sources $101,700,078.85 $46,774,336.80 $27,692,728.90
  
USES  
  
Deposit to 2017 Electric Proceeds Account† $101,052,578.85  
Deposit to 2017 Gas Proceeds Account†  $46,380,836.80 
Deposit to 2017 Water Proceeds Account†  $27,388,928.90
Costs of Issuance* 647,500.00 393,500.00 303,800.00 
  
Total Uses $101,700,078.85 $46,774,336.80 $27,692,728.90

 
† Deposits to the Electric, Gas and Water Division Proceeds Accounts, respectively, are permitted to be used only for the Division to 
which they relate and are not cross-collateralized in any manner.  
* Includes Underwriters' discount, legal counsel fees, municipal advisor fees, rating agencies fees, printing and mailing expenses and  
 other costs of issuance of the Series 2017 Bonds. 
 

DESCRIPTION OF THE SERIES 2017 BONDS 

General 
The Series 2017 Bonds will be dated not later than the date on which they are issued and delivered, 

will be in the form of fully registered bonds, without coupons, in denominations of $5,000 or any integral 
multiple thereof, and will bear interest from the dated date thereof, at the rates set forth on the inside cover of 
this Official Statement.  Interest on the Series 2017 Bonds is payable semiannually on June 1 and December 1 
of each year, commencing December 1, 2017.  Principal on the Series 2017 Bonds is payable on December 1 
of each year, commencing December 1, 2018.   

Purchases of beneficial ownership interests in the Series 2017 Bonds will be made in book-entry form 
only and purchasers will not receive physical delivery of bond certificates representing the beneficial 
ownership interests in the Series 2017 Bonds so purchased.  If the book-entry system is discontinued, the 
Series 2017 Bonds will be delivered as described in the Electric System Resolution, the Gas System 
Resolution and the Water System Resolution, as applicable, and the Beneficial Owners will become the 
registered owners of the applicable series of the Series 2017 Bonds.  See “DESCRIPTION OF THE SERIES 
2017 BONDS - Book-Entry Only System” herein. 

Interest on the Series 2017 Bonds will be paid by wire transfer or by check or draft mailed by the 
Paying Agent on any Interest Payment Date to the person in whose name the Series 2017 Bond is registered in 
the bond registration books kept by the Paying Agent as of the close of business on the 15th day of the 
calendar month preceding any Interest Payment Date. Notwithstanding the foregoing, while the Series 2017 
Bonds are held in the book-entry only system all principal, premium, if any, and interest will be paid by DTC 
(as defined herein), or its nominee by wire transfer. 
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Book-Entry-Only System 
The information in this section concerning DTC and DTC's book-entry system has been obtained 

from DTC and neither the City nor MLGW is making any representation or warranty or taking any 
responsibility for the accuracy or completeness of such information. 

DTC will act as securities depository for the Series 2017 Bonds. The Series 2017 Bonds will be 
issued as fully-registered securities registered in the name of Cede & Co., DTC's partnership nominee, or 
such other name as may be requested by an authorized representative of DTC. One fully-registered Series 
2017 Bond will be issued for each maturity of each series of the Series 2017 Bonds as set forth on the inside 
front cover page of this Official Statement, each in the aggregate principal amount of such maturity, and will 
be deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking 
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a 
“clearing corporation” within the meaning of the New York Uniform Commercial Code and a “clearing 
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC 
holds and provides asset servicing for U.S. and non-U.S. equity issues, corporate and municipal debt issues 
and money market instruments that DTC's participants (“Direct Participants”) deposit with DTC. DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between accounts of 
Direct Participants. This eliminates the need for physical movement of securities certificates. Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & 
Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing 
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is 
owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as 
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that 
clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly 
(“Indirect Participants” and, together with the Direct Participants, the “DTC Participants”). The DTC Rules 
applicable to its Participants are on file with the SEC. More information about DTC can be found at 
www.dtcc.com. 

Purchases of Series 2017 Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Series 2017 Bonds on DTC's records. The ownership interest 
of each actual purchaser of each Series 2017 Bond (a “Beneficial Owner”) is in turn to be recorded on the 
Direct and Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC 
of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing 
details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect 
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests 
in the Series 2017 Bonds are to be accomplished by entries made on the books of Direct and Indirect 
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates 
representing their ownership interests in the Series 2017 Bonds, except in the event that use of the book-entry 
system for the Series 2017 Bonds is discontinued. 

To facilitate subsequent transfers, all Series 2017 Bonds deposited by Direct Participants with DTC 
are registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of the Series 2017 Bonds with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial 
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2017 Bonds; DTC's records 
reflect only the identity of the Direct Participants to whose accounts such Series 2017 Bonds are credited, 
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible 
for keeping account of their holdings on behalf of their customers. 
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners 
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be 
in effect from time to time. Beneficial Owners of Series 2017 Bonds may wish to take certain steps to 
augment the transmission to them of notices of significant events with respect to the Series 2017 Bonds, such 
as redemptions, tenders, defaults, and proposed amendments to the security documents. For example, 
Beneficial Owners of Series 2017 Bonds may wish to ascertain that the nominee holding the Series 2017 
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, 
Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies of 
the notices be provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the Series 2017 Bonds within a series and 
maturity of the Series 2017 Bonds are being redeemed, DTC's practice is to determine by lot the amount of 
the interest of each Direct Participant in such series or maturity to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the 
Series 2017 Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. 
Under its usual procedures, DTC mails an Omnibus Proxy to the City and MLGW as soon as possible after 
the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct 
Participants to whose accounts Series 2017 Bonds are credited on the record date, as identified in a listing 
attached to the Omnibus Proxy. 

Principal, premium, if any, and interest payments on the Series 2017 Bonds will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to 
credit Direct Participants' accounts upon DTCs receipt of funds and corresponding detail information from 
the City and MLGW or the Paying Agent and Registrar on the payment date in accordance with their 
respective holdings shown on DTC's records. Payments by Direct Participants or Indirect Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with 
securities held for the accounts of customers in bearer form or registered in “street name,” and will be the 
responsibility of such Direct Participant or Indirect Participant and not of DTC, the Paying Agent and 
Registrar or the City and MLGW, subject to any statutory or regulatory requirements as may be in effect 
from time to time. Payment of principal, premium, if any, and interest on the Series 2017 Bonds, as 
applicable, to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the City and MLGW and/or the Paying Agent and Registrar, disbursement of 
such payments to Direct Participants will be the responsibility of DTC and disbursement of such payments to 
the Beneficial Owners will be the responsibility of Direct Participants and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Series 2017 Bonds at 
any time by giving reasonable notice to the City and MLGW or the Paying Agent and Registrar. Under such 
circumstances, in the event that a successor depository is not obtained, Series 2017 Bonds are required to be 
printed and delivered. 

The City and MLGW may decide to discontinue use of the system of book-entry only transfers 
through DTC (or a successor securities depository). In that event, Series 2017 Bonds will be printed and 
delivered to the holders of the Series 2017 Bonds. 

THE ABOVE INFORMATION CONCERNING DTC AND DTC'S BOOK-ENTRY SYSTEM HAS 
BEEN OBTANED FROM SOURCES THAT THE CITY, MLGW AND THE UNDERWRITERS BELIEVE 
TO BE RELIABLE, BUT THE CITY AND THE UNDERWRITERS TAKE NO RESPONSIBILITY FOR 
THE ACCURACY THEREOF. NONE OF THE CITY, MLGW NOR THE PAYING AGENT AND 
REGISTRAR WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO DIRECT PARTICIPANTS, 
INDIRECT PARTICIPANTS, BENEFICIAL OWNERS OR OTHER NOMINEES OF SUCH BENEFICIAL 
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OWNERS FOR (A) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT 
PARTICIPANT OR INDIRECT PARTICIPANT; (B) DISTRIBUTION OF CERTIFICATES 
REPRESENTING AN OWNERSHIP INTEREST OR OTHER CONFIRMATION OF BENEFICIAL 
OWNERSHIP INTERESTS IN THE SERIES 2017 BONDS; (C) THE PAYMENT BY DTC OR BY ANY 
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT DUE TO ANY 
BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OR REDEMPTION OR 
PURCHASE PRICE OF, OR INTEREST ON, ANY SERIES 2017 BONDS; (D) THE DELIVERY OF ANY 
NOTICE BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (E) THE 
ELECTION OF THE DIRECT PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE 
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION 
OF THE SERIES 2017 BONDS; OR (F) ANY CONSENT GIVEN OR ANY OTHER ACTION TAKEN BY 
DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT. 

     So long as Cede & Co. is the registered owner of the Series 2017 Bonds, as nominee for DTC, 
references herein to the registered owners of the Series 2017 Bonds shall mean Cede & Co., as aforesaid, and 
shall not mean the Beneficial Owners of the Series 2017 Bonds. 
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Use of Certain Terms in Other Sections of This Official Statement 

In reading this Official Statement it should be understood that while the Series 2017 Bonds are in the 
Book-Entry-Only System, references in other sections of this Official Statement to registered owners should 
be read to include the person for which the Participant acquires an interest in the Series 2017 Bonds, but (i) all 
rights of ownership must be exercised through DTC and the Book-Entry-Only System, and (ii) except as 
described above, notices that are to be given to registered owners pursuant to the Electric System Resolution, 
Gas System Resolution and Water System Resolution, as applicable, will be given only to DTC. 

  
The information herein concerning DTC and the Book-Entry-Only System has been obtained from 

DTC and none of the City, MLGW, the Municipal Advisors or the Underwriters make any representation or 
warranty or take any responsibility for the accuracy or completeness of such information.  

 
Effect of Discontinuance of Book-Entry Only System 

In the event that the Book-Entry-Only System is discontinued by DTC or the use of the Book-Entry-
Only System is discontinued by the City, printed Series 2017 Bonds will be issued to the holders and the 
Series 2017 Bonds will be subject to transfer, exchange and registration provisions as set forth in the Electric 
System Resolution, Gas System Resolution and Water System Resolution, as applicable.  

 

REDEMPTION PROVISIONS 

Redemption Provisions for the Series 2017 Electric System Bonds 

Optional Redemption.  The Series 2017 Electric System Bonds maturing on or before December 1, 
2027, shall not be subject to redemption prior to maturity.  The Series 2017 Electric System Bonds maturing 
on or after December 1, 2028 (or portions thereof in authorized denominations of $5,000 and integral 
multiples thereof) are subject to optional redemption by the City, at the direction of the Board, on and after 
December 1, 2027 in whole or in part, at any time in such order as determined by the City at a redemption 
price equal to the principal amount of the Series 2017 Electric System Bonds or portion thereof to be 
redeemed together with interest accrued thereon to the date fixed for redemption. 

Redemption Provisions for the Series 2017 Gas System Bonds 

Optional Redemption.  The Series 2017 Gas System Bonds maturing on or before December 1, 2027, 
shall not be subject to redemption prior to maturity.  The Series 2017 Gas System Bonds maturing on or after 
December 1, 2028 (or portions thereof in authorized denominations of $5,000 and integral multiples thereof) 
are subject to optional redemption by the City, at the direction of the Board, on and after December 1, 2027 in 
whole or in part, at any time in such order as determined by the City at a redemption price equal to the 
principal amount of the Series 2017 Gas System Bonds or portion thereof to be redeemed together with 
interest accrued thereon to the date fixed for redemption. 

Redemption Provisions for the Series 2017 Water System Bonds 

Optional Redemption.  The Series 2017 Water System Bonds maturing on or before December 1, 
2027, shall not be subject to redemption prior to maturity.  The Series 2017 Water System Bonds maturing on 
or after December 1, 2028 (or portions thereof in authorized denominations of $5,000 and integral multiples 
thereof) are subject to optional redemption by the City, at the direction of the Board, on and after December 1, 
2027, in whole or in part, at any time in such order as determined by the City at a redemption price equal to 
the principal amount of the Series 2017 Water System Bonds or portion thereof to be redeemed together with 
interest accrued thereon to the date fixed for redemption. 
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Redemption Notice Provisions Applicable to the Series 2017 Bonds 
Notice of Redemption.  Notice of any redemption of the Series 2017 Bonds shall be given by the 

Bond Registrar, on behalf of the Division, by mailing a copy of an official redemption notice by first class 
mail at least 20 days and not more than 60 days prior to the date fixed for redemption to the registered owner 
of the Series 2017 Bond or Series 2017 Bonds to be redeemed, unless such notice is waived by any such 
registered owner, at the address shown on the Bond Register or at such other address as is furnished in writing 
by such registered owner to the Bond Registrar, and, with respect to the Series 2017 Bonds, to each entity 
authorized and approved by the SEC for the purposes of the Rule.  Such notice shall include the terms and 
conditions prescribed by the Electric System Resolution, the Gas System Resolution and the Water System 
Resolution, as applicable.  The City shall not be responsible for mailing notices of redemption to Direct 
Participants or Indirect Participants or to the Beneficial Owners of the Series 2017 Bonds.  Any failure by 
DTC to mail such notice to any Participant will not affect the validity of such redemption. See 
“DESCRIPTION OF THE SERIES 2017 BONDS - Book-Entry-Only System” herein. 

Conditional Notice.  Notwithstanding the foregoing, any notice of redemption may state that it is 
conditional upon the occurrence of certain events, including without limitation the receipt of certain funds by 
the City or MLGW or the Paying Agent or the issuance of certain bonds or other obligations by the City or 
MLGW.  If so conditioned, the redemption will not be made unless such events occur, the notice thereof will 
specify such conditions and the required timing thereof and, if such conditions are not met, a notice thereof 
will be given by the Bond Registrar to the registered owners of Series 2017 Bonds promptly after the date it is 
determined such conditions are not met. 

Selection of the Series 2017 Bonds.  If less than all of the Series 2017 Bonds of like maturity or 
interest rate within a maturity of any series shall be called for redemption, the particular Series 2017 Bonds, 
or portions of Series 2017 Bonds, to be redeemed shall be selected by lot or in such other manner as MLGW, 
in its discretion may deem proper.  Except as may be provided otherwise in a Supplemental Resolution, the 
portion of any Series 2017 Bond of a denomination of more than $5,000 to be redeemed shall be in the 
principal amount of $5,000 or an integral multiple thereof, and, in selecting portions of such Series 2017 
Bonds for redemption, each such Series 2017 Bond shall be treated as representing that number of Series 
2017 Bonds which is obtained by dividing the principal amount of such Series 2017 Bond to be redeemed in 
part by $5,000. 

Effect of Notice of Redemption.  From and after any redemption date, all Series 2017 Bonds called for 
redemption shall cease to bear interest if funds are available at the office of the Paying Agent for the payment 
thereof and if notice has been duly provided as set forth herein. 
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THE CITY 

The City is located on the east bank of the Mississippi River in the southwest corner of the State.  The 
City is the State's second largest city and the county seat of the County.  The City currently occupies a land 
area of 350.1 square miles and ranks as the 25th largest city in the nation.  According to the U.S. Bureau of the 
Census, the estimated 2016 population of the City was 652,717. 

The City was incorporated as a city in 1826 and operated under a commission form of government 
from 1909 until January 1, 1968.  At that time, a Mayor-Council form of government was established.  The 
City Council is composed of thirteen representative citizens who are elected for four-year terms.  Six council 
members are elected at large in multi-member districts, the territorial boundaries of which are determined by 
dividing the City in half with each multi-member district having three council member numbered positions.  
Single member districts, numbered 1-7, elect the remaining seven council members.  The City Council elects 
its own chairperson, exercises legislative powers, approves budgets and establishes the tax rate.  The Mayor is 
elected to a four-year term.  The Mayor carries out the policies of the City and, with City Council approval, 
appoints City board members, officers and division directors.  The City's operating and service departments 
are organized under the Chief Operating Officer who is appointed by and serves at the pleasure of the Mayor. 
 The Mayor may veto action of the City Council, but a simple majority can override any veto. 

The Chief Operating Officer, under the direction of the Mayor, coordinates the activities of all 
administrative divisions of City government. The Chief Operating Officer acts as a liaison officer between the 
Mayor and all divisions, bureaus, boards, commissions and authorities.  

See “APPENDIX D – ECONOMIC AND DEMOGRAPHIC INFORMATION PERTAINING TO 
THE CITY OF MEMPHIS, TENNESSEE AND SHELBY COUNTY, TENNESSEE” attached hereto. 

  
MEMPHIS LIGHT, GAS AND WATER DIVISION 

Organization and History 
MLGW was created by an amendment to the City Charter enacted by Chapter 381 of the Private Acts 

of the General Assembly of Tennessee, adopted March 9, 1939, as amended (the “Private Act”).  MLGW 
operates three separate utilities, as divisions, providing electricity, gas and water in the City and Shelby 
County.  Each division operates as a separate entity for accounting and financial purposes in accordance with 
the Private Act. For economic reasons, activities common to all three divisions are administered jointly and 
costs are prorated monthly among the divisions. A 1981 amendment to the City Charter permits the 
establishment of additional divisions to provide other energy services. 

Service Area 
MLGW supplies electric and gas service in the City and Shelby County.  Water service is provided by 

MLGW in the City and in certain other municipalities and unincorporated areas in Shelby County. The City 
limits contain approximately 350.1 square miles, representing approximately 46 percent of the total land area 
of Shelby County.  Shelby County’s 2015 and 2016 citizens’ population is estimated at 936,131 and 934,603, 
respectively, according to the U.S. Bureau of Census.  For additional information about the City and Shelby 
County, see “APPENDIX D — ECONOMIC AND DEMOGRAPHIC INFORMATION PERTAINING TO 
THE CITY OF MEMPHIS, TENNESSEE AND SHELBY COUNTY, TENNESSEE.” 
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Management 
MLGW controls the administration of its activities and business affairs. MLGW operates 

independently, manages its own finances and is responsible for obligations incurred in such operations, 
including indebtedness payable from operations of MLGW. MLGW must have the approval of the City 
Council before incurring certain obligations, including purchasing real estate, execution of certain contracts 
and exercising the right of eminent domain. MLGW’s annual budget is subject to approval by the City 
Council. 

MLGW is managed by the Board, which consists of five (5) members nominated by the Mayor and 
approved by the City Council. Under the Private Act, the Board is responsible for doing all things necessary 
to supply MLGW’s service area with electricity, gas and water.  The members of the Board serve fixed terms 
of three (3) years each.  The Board elects a Chairman and Vice Chairman every two (2) years whose terms 
begin January of each year.  The Chairman, Vice Chairman and Board Members continue to serve until a new 
Chairman, Vice Chairman or Board Member is elected or appointed by the Mayor. 

 
The Board is a successor to an initial Board of Water Commissioners established in 1903. In 1935, 

the functions of the original Board were widened to include the operation of an electric system and the Board 
was designated as the Board of Light and Water Commissioners. In 1939, the Private Act established MLGW 
as a Division of the City. In 1981, the Private Act was amended to further expand the Board’s scope. 

 
The daily operation of MLGW is managed by the President and Chief Executive Officer, who is 

nominated for a five-year term by the Mayor and approved by the City Council. Under the Private Act, the 
President generally supervises the operation of MLGW and all of its officers and employees. 

 
The Board 

The following are the members of the Board: 
 

Steven Wishnia, Chairman, was appointed to the Board in 2008. His current term of office expires 
November 1, 2019. As President and Managing Director of Highland Capital Management Corporation, Mr. 
Wishnia directs the company's management of portfolios for pension plans, profit sharing plans, 
endowments, and individuals. Mr. Wishnia is Trustee of the Plough Foundation, serves on the Board of 
Directors of Methodist LeBonheur Healthcare, and is Past Chairman of the Board for LeBonheur Children's 
Hospital. 

 
Carlee McCullough, Vice-Chairman, was appointed to the Board in 2014. Her current term of office 

expires October 30, 2019. A native Memphian, Carlee McCullough currently serves as General Counsel of 
McCullough Law and was previously the Contract Compliance Officer for the City of Memphis. She has 
served as legal advisor for the Memphis and Shelby County Music Commission as well as the Memphis and 
Shelby County Film & Television Commission. A former certified public accountant, she is a graduate of 
Howard University School of Business and Loyola Law School in Los Angeles, California, where she 
received her law degree. Among her many pursuits, she also writes a weekly business column for The New 
Tri-State Defender Newspaper. 

 
Derwin Sisnett, Board Member, was appointed to the Board in 2012. His current term of office 

expires July 30, 2017. Derwin Sisnett co-founded Gestalt Community Schools in 2011 after founding its 
first school, Power Center Academy, in 2008. Prior to serving as CEO of Gestalt, Mr. Sisnett served as the 
Executive Director of the Power Center Community Development Corporation. Mr. Sisnett currently serves 
on the Power Center CDC Board of Directors, Crosstown Arts Board of Trustees, and the Martin Institute for 
Teaching Excellence Board of Trustees. Sisnett is also an Aspen Global Leadership Network Fellow. 
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Mitch Graves, Board Member, was appointed to the Board in 2016. His current term of office 
expires June 30, 2019.  Mr. Graves is President and CEO of HealthChoice, LLC, a physician hospital 
organization (PHO) that is a joint venture between Methodist Le Bonheur Healthcare and Metro Care. 
Prior to  joining HealthChoice, Graves served as President and CEO of Methodist Le Bonheur 
Healthcare's Affiliated Service Division which included five surgery centers, hospice, home care, home 
medical equipment (HME), diagnostic centers, and minor medical centers. Graves presently serves on the 
boards of Alliance Health Services, Precision Infusion-Memphis, Christian Brothers University, and The 
University Club.   Mitch is a member of the Economic Club of Memphis and also serves on the finance 
committee of his church, Grace St. Luke's. 
 

Leon Dickson Sr., Board Member, was appointed to the Board in 2016.  His current term of 
office expires October 30, 2019.  Mr. Dickson is owner and principal broker of BenchMark at Southwind 
Realtors. The Tennessee Association of Realtors recently selected Mr. Dickson as the group’s first 
African-American president-elect for 2017. A Realtor for 27 years, he previously held the post of state 
secretary/treasurer for the group. He also is a past president of the Memphis Area Association of Realtors 
and was named its Realtor of the Year in 2012. The native Memphian volunteers at Hope Works and 
Germanshire Elementary.  
 
Officers 
  The following are the Officers of MLGW: 
 

Jerry R. Collins Jr.., President and Chief Executive Officer, is responsible for overseeing the day-to-
day operations of MLGW. Mr. Collins has served as President and CEO of MLGW since 2007. He is the 
tenth person to lead the utility. A native Memphian, Collins previously served as Director of Public Works 
for the City of Memphis. He is a Registered Professional Engineer in the State of Tennessee.  
 

Mr. Collins has served as President of the Tennessee Chapter of the American Public Works 
Association, President of the Kentucky-Tennessee Water Pollution Control Association and on the Board of 
Directors for the International Water Environment Federation, and is currently Chairman of the Board for 
United Way of the Mid-South. He currently serves on numerous other boards as well. Mr. Collins was 
elected to the Kentucky-Tennessee Water Environment Association Hall of Fame in 2002.  
 

An outstanding Alumnus of the University of Memphis' Herff College of Engineering, Mr. Collins 
received a bachelor of science in civil engineering in 1975 and a master of science in civil engineering in 
1976. In 2011, he received the Herff Honor Award for Distinguished Service in Engineering by the 
University of Memphis, which recognizes engineers whose professional and/or personal achievements have 
brought honor and distinction to the college and who have made significant contributions to the engineering 
profession. 
 

On August 4, 2017, Mr. Collins announced his retirement from the Division effective December 19, 
2017, after 10 years of service. 
 

Dana Jeanes, Vice President, Chief Financial Officer & Secretary-Treasurer, is responsible for 
establishing, monitoring and maintaining company-wide financial and administrative objectives, policies, 
programs, and practices for MLGW.  Mr. Jeanes joined MLGW in December 1987, and has served as Energy 
Engineer; Rates Engineer; Supervisor, Rates and Regulatory Affairs; Manager, Budget, Plant and Rates; 
Director of Analysis, Strategy, and Performance, and Controller. Mr. Jeanes received his Bachelor of Science 
in electrical engineering from Christian Brothers University in 1979 and a Master of Business Administration 
degree with emphasis on finance and accounting from the University of Memphis in 1994. He is a licensed 
professional engineer in Tennessee. He is a Certified Public Accountant and a member of the American 
Institute of Certified Public Accountants. Mr. Jeanes serves in several industry associations. He is a Board 
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member and past President of the Tennessee Municipal Electric Power Association. He also serves on the 
Tennessee Valley Public Power Association Government Relations Committee and Rates and Contracts 
Committee.  Mr. Jeanes also serves as a Director on the Board of the Better Business Bureau of the Mid-
South. 

 
Cheryl W. Patterson, Vice President and General Counsel, is responsible for advising the Board and 

MLGW staff concerning all legal obligations and privileges, as well as performing other legal services for 
MLGW. Mrs. Patterson joined MLGW in 2008. Previously, she served as partner in the law firm of Wyatt, 
Tarrant & Combs, LLP, and was a member of the firm's Financial Institutions & Public Finance Service 
Teams.  Mrs. Patterson has served as bond counsel and underwriter's counsel to municipalities and non-
profits.  She is a graduate of Wellesley College with a Bachelor of Arts Degree in Political Science and 
French and a 1984 graduate of Harvard Law School. She is a member of the American, Tennessee and 
Memphis Bar Associations as well as the National Association of Bond Lawyers. She is licensed to practice 
law in Tennessee and Pennsylvania. Mrs. Patterson is active in the Tennessee Valley Public Power 
Association Government Relations Committee and serves on the boards of several non-profit organizations. 

Roland McElrath, Controller, is responsible for directing and overseeing MLGW's accounting 
activities and departments engaged in general/plant accounting, budgeting and utility rate management. Mr. 
McElrath joined MLGW in August 2012. Mr. McElrath served as the Finance Director for the City of 
Memphis, from 1996 through 2001 and again from 2005 through 2012. He has also held the position of 
Associate Superintendent of Business Operations at Memphis City Schools from 2001 through 2003 and was 
Chief Financial Officer at the Memphis Housing Authority from 2003 through 2005.  Mr. McElrath received 
his bachelor's degree in accounting from the University of Tennessee at Martin in 1982 and earned a master's 
of business administration degree in Finance from the University of Memphis in 1989.  He is a Certified 
Public Accountant and a Certified Municipal Finance Officer. 

Christopher G. Bieber, Vice President, Customer Care, is responsible for energy acquisition   
community offices, Customer Care Center, metering/billing, commercial and industrial relations and customer 
service field operations. Mr. Bieber joined MLGW in 2000 as the Vice President of Engineering.  Mr. Bieber 
has 30 years of experience with Ontario Hydro in Ontario, Canada, and extensive management experience in  
 transmission and distribution systems. Mr. Bieber most recently served as General Manager, Territories, for 
Ontario Hydro. As General Manager, Mr. Bieber managed the construction, operation and maintenance of 
300 transformer stations and 1,000 distribution stations, as well as field customer service and meter reading. 
Mr. Bieber was born in Lachine, Quebec, Canada. Mr. Bieber earned a bachelor of science in mechanical 
engineering from the University of Edinburgh in Scotland.  He is also a graduate of the Banff School of 
Advanced Management. Mr. Bieber is a registered engineer in the Province of Ontario, Canada, and has 
served as a Site Examiner for the Canadian Awards of Business Excellence. Mr. Bieber has also been active 
in various community fund raising activities such as United Way. 

Alonzo Weaver III,  Vice  President,  Engineering  and  Operations,  is responsible for managing and 
coordinating all engineering functions, facilities operations and loss prevention, electric substations, water  
pumping  stations,  gas regulators, and wells.  Mr. Weaver joined MLGW in 1983 as an Engineering Assistant 
in Electric Operations and was promoted to Operations Assistant in that department in 1987. Mr. Weaver later 
served as Assistant Manager for the North Service Center before being promoted to Manager, Electric 
Operations in 1992. Mr. Weaver graduated from Rensselaer Polytechnic Institute with a   B.S. in Mechanical 
Engineering in 1983 and attended the University of Memphis where he received an MBA in 1997. Mr. 
Weaver also attended Rhodes College Institute for Executive Leadership and completed the MLGW 
Executive Development Program in 1988. Mr. Weaver is active in several industry associations, such as the 
American Public Power Association, the American Public Gas Association, the American Association of 
Blacks in Energy, and the American Gas Association. Mr. Weaver serves on the board of Junior Achievement 
and supports the American Heart Association. 
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Nicholas   Newman, Vice President, Construction  and Maintenance, is responsible  for managing and 
coordinating the construction  and maintenance  operation  of  MLGW Electric, Gas and Water Divisions and 
Facilities and Grounds, tracking MLGW's performance in comparison with private contractors and  
overseeing the  heavy equipment and transportation fleet. Mr. Newman joined MLGW in 1988 as a Service 
Engineer in the Customer Engineering Department. Mr. Newman previously served as a District Engineer; 
Supervisor of Engineering and Heavy Equipment; Assistant Manager and Manager of the South Service 
Center. Additionally, Mr. Newman served as the Project Manager for the Energy Conservation Project at 
NSA Mid-South. Mr. Newman is a native Memphian and graduate of Frayser High School. Mr. Newman 
earned his Bachelor of Science in Electrical Engineering and a MBA from the University of Memphis. Mr. 
Newman holds a Grade 2 Water Distribution License from the State of Tennessee. Mr. Newman is active in 
the American Water Works Association, Tennessee Association of Utility Districts, Bolton Youth Athletic 
Association and Boy Scouts of America. 

Von Goodloe, Vice President of Human Resources, is responsible for managing Corporate Security, 
The MLGW University, Compensation and Human Resources and Information Technology, Employee 
Benefits, Employment Services and Labor & Employee Relations. Dr. Goodloe joined MLGW in 2010 as 
Vice President of Human Resources. Dr. Goodloe graduated from Hampton University with a B.A. in Physics 
in 1983, attended Trevecca Nazarene College in Nashville where he received an MEA degree in 1994, and 
received an EDS degree in Administration in 2009 from Union University. He also received his doctorate in 
education from Union University in 2011. Dr. Goodloe has his Senior Professional in Human Resources 
(SPHR) certification from the Society for Human Resources Management (SHRM) and Certified Labor 
Relations Professional (CLRP) certification from the National Public Employer Labor Relations Association 
(NPELRA). He is an active member of the Society for Human Resources Management (SHRM) and the 
National Public Employer Labor Relations Association (NPELRA). He is an active member of Alpha Phi 
Alpha fraternity and a supporter of community agencies such as Life Blood, American Heart Association, The 
United Way, and Junior Achievement. 

Lashell Vaughn, Vice President and Chief Technology Officer, is responsible for ensuring that 
information technology investments, services and policies are aligned with MLGW's core business objectives 
and administrative processes. Mrs. Vaughn joined MLGW in June 2011. Mrs. Vaughn previously held the 
position of Vice President of Information Technology with Hilton Worldwide. She has more than 25 years of 
experience in Information Technology, including client management, application development, data center 
operation, network and telecommunication, and security and compliance. Vaughn received a Master of 
Science in Computer Science from Christian Brothers University and a Bachelor of Science in Computer 
Science from Mississippi State University. She serves on the Dean's Advisory Council for the Mississippi 
State University Bagley College of Engineering, as well as the Advisory Council Board for Girl Scouts Heart 
of the South. She is a member of the Institute of Electronics Engineers, Inc. (IEEE) and the American Society 
for Engineering Education (ASEE). 

Employee Relations 
MLGW, which employs approximately 2,700 persons, considers its employee relations to be a 

cooperative working relationship. The International Brotherhood of Electrical Workers Local No. 1288 (the 
“IBEW”) is the only union at MLGW and represents over 1,800 non-supervisory employees throughout 
MLGW. In October 2015, the labor negotiations proposal resulted in a two-year agreement between MLGW 
and IBEW. The current agreement includes a 2% bargaining unit wage increase which took effect on January 
1, 2016 and, a 2.0% wage increase, which took effect on January 1, 2017. In the Memorandum of 
Understanding (“MOU”) between MLGW and IBEW, IBEW agrees that it shall not engage in, encourage or 
approve any strike, work stoppage, boycott or any other form of interference with continuous and peaceful 
operation of MLGW and progress of the work. All issues are handled according to the Grievance and 
Arbitration/Mediation Procedure also stated in the MOU. MLGW attempts to resolve employee grievances 
without resorting to external arbitration proceedings and works with the union to prevent and resolve 
problems. 
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MLGW has developed numerous training courses for its employees including supervisory training, 
managerial skills, crew leader training, computer skills, customer service skills, total quality management, 
CPR, commercial driver’s license preparation, electronic technology, basic math, blueprint reading and 
drafting, transcription, typing, map and meter reading and air conditioning and refrigeration. MLGW uses an 
assessment center approach as a part of the selection process of supervisory personnel. MLGW has twelve 
active joint union-management apprenticeship training programs.  

Insurance 
MLGW maintains an all-risk property insurance policy (the “Property Policy”) and a casualty reserve 

fund for the Electric Division, the Gas Division and the Water Division (the “Casualties Reserve Fund”) to 
offset losses not covered by the Property Policy. The Property Policy has an aggregate liability limit of 
$600,000,000, but limits liability for certain types of losses including terrorism ($5,000,000) and flood 
($100,000,000 per year). Unless extended, the current policy will expire May 31, 2018. 
 

As of December 31, 2016, there is $19,154,854 currently maintained in the Electric Division’s 
Casualties Reserve Fund, $9,790,722 currently maintained in the Gas Division’s Casualties Reserve Fund, 
and $7,099,885 currently maintained in the Water Division’s Casualties Reserve Fund. The Electric 
Division’s Casualties Reserve Fund was established by the MLGW Board on December 10, 1964. The Gas 
Division’s Casualties Reserve Fund was established by the MLGW Board on December 21, 1967. The Water 
Division’s Casualties Reserve Fund was established by the MLGW Board on January 1, 1974. The Electric, 
Gas, and Water Divisions’ Casualties Reserve Funds are maintained at a maximum of 4% of uninsured plant. 
Subsequent to that time, there have been periodic reviews of the adequacy of the reserves and funding. The 
Electric, Gas, and Water Divisions’ Casualties Reserve Funds are maintained by transfers from working 
capital. If a property loss occurs, MLGW determines whether the loss will be paid from these funds or from on-
going operations. There can be no assurance that the Electric, Gas or Water Divisions’ Casualties Reserve 
Funds will be sufficient to cover all losses not covered by insurance or that it will be maintained at all in the 
future.  
 

As to general liability insurance, MLGW is covered by the Tennessee Governmental Tort Liability 
Act, as amended (the “Tort Liability Act”). Under the Tort Liability Act, governmental entities are exempt 
from general liability with certain exceptions (the “Covered Claims”). The Tort Liability Act provides statutory 
limits for the Covered Claims. The statutory limits for bodily injury claims, including death, are $300,000 per 
person and $700,000 per accident. The Tort Liability Act allows governmental entities to purchase insurance 
or to self-insure for the covered Claims. 
 

MLGW is self-insured for the Covered Claims for each divisions’ workmen’s compensation, 
third-party property damage and certain losses to plant and equipment not covered by insurance that are under 
$25,000 per occurrence (the “IDI Reserve Fund”). MLGW has a Worker’s Compensation Stop Loss policy 
with a $1,000,000 retention, and as of December 31, 2016, there is $5,385,197 currently maintained in the 
Electric Division’s IDI Reserve Fund, $3,025,553 currently maintained in the Gas Division’s IDI Reserve 
Fund, and $2,121,295 currently maintained in the Water Division’s IDI Reserve Fund. MLGW funds the 
Electric Division’s IDI Reserve Fund monthly as a percentage of revenue. MLGW’s General Accounting 
area annually reviews the exposure and recommends adjustment of the rates as necessary. 
 

In addition to the Property Policy, MLGW carries other types of insurance typically carried by similar 
businesses. Additional policies include a group travel insurance policy for all employees, and employee 
crime and dishonesty coverage.  
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Memphis Light, Gas and Water Retirement and Pension System 

Memphis Light, Gas and Water Retirement and Pension System (the “MLGW Pension Plan”) is a 
single-employer defined benefit pension plan administered by the MLGW Pension Board. The MLGW 
Pension Plan provides retirement, disability, and death benefits to participants and their beneficiaries who 
meet the eligibility requirements.   

Substantially all permanent full-time salaried employees of MLGW participate in either of two 
contributory defined benefit pension plans, the 1948 Plan and the 1978 Plan.  In 1988, MLGW combined the 
1948 plan and the 1978 plans. The funds and assets of each plan have been integrated, and are reflected as 
one plan, although vested benefits to employees in the 1948 plan are protected. Retirement benefits vest after 
ten years of service.   

At December 30, 2016, there were 5,297 pension plan members in the MLGW Pension Plan, 2,643 of 
whom were retirees and beneficiaries who are currently receiving benefits, 44 of whom were terminated 
vested employees entitled to benefits but not yet receiving same, 1,074 of whom were fully vested active 
employees and 1536 of whom were non-vested active employees.  As of December 31, 2016, the MLGW 
Pension Fund had a plan fiduciary net position of $1,365,705,009. Total employer and employee 
contributions were $21,390,060 and $12,513,273, respectively. Benefits paid to members totaled $98,886,469 
during the same period. Approximately 57.4% of the costs associated with MLGW Pension Plan are allocable to 
the Electric Division, with 25.6% allocable to the Gas Division and 17% allocable to the Water Division. 

A resolution was adopted by the Board on October 15, 2012 and by the City Council on November 20, 
2012 to change certain benefit levels for participants hired on or after January 1, 2014. Changes in benefit 
levels include a change in the normal retirement age based on number of years of service, and the elimination 
of the subsidized 75% survivor benefit. The MLGW Pension Board has the authority to establish and amend 
benefit provisions of the pension plan. 

MLGW annually obtains an actuarial valuation of the MLGW Pension Plan for the purpose of 
calculating the necessary information for accounting and reporting requirements in accordance with 
Government Accounting Standards. The contribution requirements of pension plan members and MLGW are 
established, and may be amended and approved, by the MLGW Board and the City Council.  It is the policy 
of MLGW to fund its portion of the accrued pension costs, together with pension plan member contributions, 
to cover the normal cost and amortization of the unfunded actuarial liability over a 30-year period. 
Pension plan members are required to contribute 8% of their annual covered salary.  MLGW contributed 
13.2% and 13.3% of annual covered salary for Fiscal Years ended December 31, 2016 and 2015, respectively.  

 

 
 
 

 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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The schedule of MLGW contributions is shown as follows: 
 

Schedule of MLGW Contributions to the Retirement and Pension System 

Year Ended 
December 31 

Actuarially  
Determined 

Contribution 

Contribution in  
Relation to the 

Actuarially 
Determined 

Contribution 

Contribution 
Deficiency 
(Excess) 

Covered-Employee 
Payroll 

Contributions % 
Covered- 

Employee Payroll 

2016        $21,390,060 $21,390,060          $ $161,925,757    13.2% 

2015  21,390,060   21,390,060          -   160,640,772 13.3 

2014  26,812,140   26,804,170    7,970   152,367,924 17.6 

2013  30,705,469   30,706,286    (817)   154,759,208 19.8 

2012  30,067,184   30,062,947   4,237   154,346,706 19.5 

2011  26,208,301   26,212,629         (4,328)   154,036,290 17.0 

2010  27,381,023   27,384,615 (3,592)   153,509,072 17.8 

2009  22,400,925   21,388,274     1,012,651   154,057,060 13.9 

2008  10,541,207   18,466,513  (7,925,306)   150,253,486 12.3 

2007  17,216,718   17,230,186       (13,468)   146,830,231 11.7 

Source: Memphis Light, Gas and Water Division Retirement and Pension System Actuarial Valuation and Review as of January 1, 2016 and Memphis 
Light, Gas and Water Division Retirement and Pension System Actuarial Valuation and Review as of January 1, 2015 prepared by Segal Consulting. 
 

 
The schedule of MLGW historic funding is shown as follows: 
 

Historical Funding Progress 
(Amounts in Thousands) 

 
 
 

Actuarial 
Valuation 

     Date 

 
Actuarial 

Value 
of Assets 

(a) 

 
Actuarial 
Accrued 
Liability 
(AAL) 

(b) 

Unfunded/ 
(Overfunded) 

AAL 
(UAAL) 
(b) - (a) 

 
 

Funded 
Ratio 
(a) / (b) 

 
 

Covered 
Payroll 

(c) 

 
UAAL % 
Covered 
Payroll 

1/1/2008 1,258,670  1,240,867           (17,802)     101.4 146,830              0.0** 
1/1/2009 1,176,590  1,243,630 67,040       94.6 150,253 44.6 
1/1/2010 1,191,027  1,292,791           101,764 92.1 154,057 66.0 
1/1/2011 1,171,384  1,324,410           153,027 88.5 153,509 99.7 
1/1/2012 1,137,615  1,350,812           213,197 84.2 154,036 138.4 
1/1/2013 1,126,309  1,414,641           288,332 79.6 154,347 186.8 
1/1/2014 1,220,456  1,439,010           218,555 84.8 154,759 141.2 
1/1/2015 1,296,296  1,420,388           124,092 91.3 152,368 81.4 
1/1/2016 1,340,922  1,459,803           118,881 91.9 160,641 74.0 
1/1/2017 1,387,880  1,473,380              85,499 94.2 161,926 52.8 
Source: Memphis Light, Gas and Water Division Retirement and Pension System Actuarial Valuation and Review as of 
January 1, 2017 prepared by Segal Consulting. 

        ** Not less than zero 
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Schedule of Changes in Retirement and Pension System’s Net Pension Liability  

Source: Memphis Light, Gas and Water Division Retirement and Pension System Governmental Accounting Standards Board 
(GASB) 67 Disclosure as of December 31, 2016 prepared by Segal Consulting. 

  2016  2015 

Total Pension Liability      

Service Cost    $32,590,805            $30,139,353 

Interest   102,247,950              99,939,763 

Differences between expected and actual experience   (11,297,656)                2,274,807 

Changes of Assumptions                                -                                - 

Benefit Payments, including refunds of employee contributions    (102,627,833)        (100,528,352) 

Net Change in Total Pension Liability   20,913,266              31,825,571 

Total Pension Liability – Beginning     $1,414,619,923      $1,382,794,352 

Total Pension Liability – Ending (a)    $1,435,533,189     $1,414,619,923 

Plan Fiduciary Net Position     

Contributions – Employer    $20,925,325           $21,402,313 

Contributions – Employee   12,513,273              12,309,664 

Net Investment Income   109,018,442              14,970,639 

Benefit Payments, including refunds of employee contributions         (102,627,833)        (100,528,352) 

Administrative Expense                 (729,599)                (758,946) 

Net Change in Plan Fiduciary Net Position         $39,099,608            $(52,604,682) 

Plan Fiduciary Net Position – Beginning      $1,326,579,271       $1,379,183,953 

Plan Fiduciary Net Position – Ending (b)   $1,365,678,879     $1,326,579,271 

System’s Net Pension Liability – Ending (a) – (b)   $69,854,310           $88,040,652 

Plan Fiduciary Net Position % Total Pension Liability       95.13%      93.78% 

Covered Employee Payroll    $161,925,757         $160,640,772 

System’s Net Pension Liability % Covered Employee Payroll   43.14%  54.81% 
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Pension Plan Reform 
The Tennessee “Public Employee Defined Benefit Financial Security Act of 2014” (the “Public 

Employee Defined Benefit Act”) was signed into law on May 22, 2014 and was codified as Title 9, Chapter 3, 
Part 5, Tennessee Code Annotated.  In order to improve financial security of public defined benefit plans, the 
Public Employee Defined Benefit Act, among other things, requires each political subdivision which has 
established and maintains, directly or indirectly, a defined benefit pension plan for the benefit of its 
employees not administered by the Tennessee Consolidated Retirement System to: (a) adopt a resolution 
delineating a funding policy for financing the obligations under the pension plan for fiscal years beginning 
after June 15, 2015 (the “Funding Policy Resolution”); (b) utilize the level dollar amortization method for 
financing the unfunded accrued liability beginning no later than the plan fiscal year commencing after June 
15, 2020; and (c) annually make a payment to the pension plan of no less than 100% of the annual required 
Actuarially Determined Contribution (the “ADC”) that incorporates both the normal cost of benefits and the 
amortization of the pension plan's unfunded accrued liability provided however, the affected political 
subdivision may make a payment of more than 100% of the ADC.  If the political subdivision fails to fund the 
ADC, the Public Employee Defined Benefit Act permits the State Commissioner of the Department of 
Finance and Administration, at the direction of the Comptroller of the Treasury, to withhold such amount or 
part of such amount from any state-shared taxes that are otherwise apportioned to such political subdivision.   

As of December 31, 2016, the MLGW Pension Plan is in compliance with the Public Employee 
Defined Benefit Act and currently makes a payment of no less than 100% of the annual required ADC to the 
plan.  In addition, the plan has made certain adjustments specifically related to the amortization of the plan's 
unfunded accrued liability in order to be fully compliant by June 15, 2020. The total annual required ADC 
was $21,390,060 as of December 31, 2016. 

Other Postemployment Benefits 
MLGW, by resolution of the Board, established, adopted, and maintains a medical benefit (health and 

welfare) plan (the “MLGW OPEB Plan”) for its retired employees and their eligible dependents.  The MLGW 
OPEB Plan is a single-employer defined benefit healthcare plan administered by MLGW.  MLGW issues a 
separate audited financial report for the Memphis Light, Gas and Water Division OPEB Trust that includes 
financial statements and required supplementary information. 
 

The MLGW OPEB Plan provides postemployment health care, life insurance, accident/death and 
dismemberment (AD&D), medical and prescription drugs to eligible retirees and their dependents. As 
of December 31, 2016, the total number of OPEB plan members and their beneficiaries was 6,349 with 3,695 
retirees receiving benefits and 2,654 active plan members.  The retiree and their beneficiaries receive this 
coverage for the life of the retiree.  Benefits are payable to a spouse for their lifetime, regardless of when the 
retiree dies.  Retirees pay 25% of costs for medical and drug benefits and 40% of the cost for life and AD&D 
insurance. Dental, dependent life insurance, cancer, accident, and long-term care benefits are available, but 
are optional and 100% paid by the retiree. 
 

Employees retired under the MLGW Pension Plan, or disabled with five years of service at any age, 
or disabled in the line of duty at any age with no years of service restriction are eligible for other 
postemployment benefits (OPEB). Health care benefits are also offered to qualifying survivors of deceased 
retired members and deceased active employees, who are eligible to retire at the time of death. 
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Annual OPEB Cost and Net OPEB Obligation  

An actuarial valuation of MLGW's postemployment welfare benefit program was performed for the 
MLGW OPEB Plan as of December 31, 2016. MLGW's annual OPEB cost (expense) is calculated based on 
the annual required contribution (“ARC”). The following table presents the OPEB cost for the year, the 
amount contributed to the MLGW OPEB Plan, and changes in the net OPEB obligation as of 
December 31, 2015 and 2016: 

 2015(1)   2016(1)

Annual required contribution  $38,187   $45,289 

Interest on net OPEB obligation   (186)       (206) 

Adjustment to annual required contribution         175             164 

    Annual OPEB cost 38,176     45,247 

Contributions made (38,438)     (41,343) 

   Change in net OPEB (asset) obligation   (262)      3,904 

Net OPEB obligation at beginning of fiscal year   (2,488)   (2,750) 

Net OPEB (asset) obligation at end of fiscal year $(2,750)   $1,154   
 

(1)  Amounts in thousands.    
Source: Compiled by MLGW from data provided in the Memphis Light, Gas and Water Division OPEB Plan Actuarial Valuation and 

Review of Other Postemployment Benefits (OPEB) as of December 31, 2016 in accordance with GASB Statement  No. 43 
and No. 45 prepared by Segal Consulting.    

 
The schedule of funding progress for the actuarial valuation dates is as follows: 

Schedule of Funding Progress 

 
 

Actuarial 
Valuation 

     Date 

 
Actuarial 

Value 
of Assets 

(a) 

 
Actuarial 
Accrued 
Liability 
(AAL) 

(b) 

Unfunded 
AAL 

(UAAL) 
(b) - (a) 

 
 

Funded 
Ratio 
(a) / (b) 

 
 

Covered 
Payroll 

(c) 

 

UAAL % 
Covered 
Payroll 

 

12/31/16 $362,964,973 $836,386,107 $473,421,134  43.4% $165,058,393 286.82 

12/31/15   333,016,842   794,309,684 461,292,842 41.93   160,640,772 287.16 

12/31/13   272,150,287   660,524,498 388,374,211 41.20   154,759,208 250.95 

12/31/11   181,210,714   602,175,241 420,964,527 30.09   154,036,290 273.29 

        12/31/09   125,233,949   591,528,225   466,294,276 21.17   153,116,721 304.54 

12/31/07     15,096,640   674,002,305 658,905,665   2.24   144,756,420 455.18 

Source: Memphis Light, Gas and Water Division OPEB Plan Actuarial Valuation and Review of Other Postemployment Benefits 
(OPEB) as of December 31, 2016 in accordance with GASB Statements No. 43 and No. 45 prepared by Segal Consulting.
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The following table presents the annual required contributions, actual contributions, and percentage 
contributed. The ARC for Fiscal Year 2016 is $45,289,255 which is $7,101,883 more than ARC for Fiscal 
Year 2015: 

Schedule of Employer Contributions 

Fiscal Year Ended 
December 31 

Annual Required 
Contributions 

Actual 
  Contributions (1) 

Percentage 
Contributed 

2012         $42,426,661         $39,747,032     93.68% 
2013 42,853,893 43,042,611               100.44 
2014 38,386,340 42,099,607               109.67 
2015 38,187,372 38,438,485               100.66 
2016 45,289,255 41,342,966                91.29 

 
(1)   Beginning with the year ended December 31, 2012, contributions are adjusted to a calendar year basis. 
Source:  Memphis Light, Gas and Water Division OPEB Plan Actuarial Valuation and Review of Other 

Post Employment Benefits (OPEB) as of December 31, 2016, in accordance with GASB Statements No. 43 and No. 45 
prepared by Segal Consulting.  
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THE ELECTRIC DIVISION 

General 
The Electric Division serves the City and Shelby County pursuant to a franchise granted by the State of 

Tennessee in the City Charter. The City holds title to real property used in the Electric Division's 
operations, including easements deemed adequate by MLGW on properties not required to be held in fee 
simple. 

 
For the twelve months ended December 31, 2016, operating revenues of the Electric Division totaled 

$1,249,535,000 and were derived principally from the sale of electricity to an average of 426,816 
customers during that period. Substantially all of the Electric Division’s required engineering, design, 
construction and operation functions are performed by MLGW personnel. As needed, the Electric 
Division contracts with independent contractors for certain services including street lighting and underground 
conduit construction. The Electric Division purchases its entire power supply from TVA. 

 
The Electric Division’s capital construction expenditures for the twelve months ended December 31, 

2016 were $94.2 million.  The Electric Division had $235,350,000 principal amount of Subordinate Lien debt 
and $106,105,000 aggregate principal amount of Senior Lien Revenue Obligations, aggregating the amount of 
$341,455,000 outstanding as of December 31, 2016. SEE “APPENDIX A - OPERATING INFORMATION 
PERTAINING TO THE ELECTRIC DIVISION.” 

SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2017 ELECTRIC SYSTEM BONDS 

Pledge Under the Electric System Resolution 
The Series 2017 Electric System Bonds are being issued as General Revenue Obligations under the 

Electric System Resolution and, as such, are limited obligations of the City payable solely from and secured 
by a pledge of a Senior Lien on the Electric System Pledged Revenues, which is on a parity and equality of 
lien with respect to the Electric System Pledged Revenues with any Outstanding Senior Lien Revenue 
Obligations issued under the Master Electric System Resolution and any additional Senior Lien Revenue 
Obligations hereafter issued thereunder, and such lien is senior in lien and right of payment to any 
Outstanding Subordinate Lien Obligations issued under the Master Electric System Resolution or any 
Subordinate Lien Obligations issued under the Master Electric System Resolution in the future. See 
“APPENDIX F - SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM RESOLUTION 
– Definition of Certain Terms – Pledged Revenues and Flow of Funds – Additional Obligations” attached 
hereto. 

The Series 2017 Bonds are not obligations of TVA or the United States and are not secured by any 
revenues or property of TVA or the United States. 

For a more complete statement of the general covenants and provisions pursuant to which the Series 
2017 Electric System Bonds are issued, see “APPENDIX F - SUMMARY OF CERTAIN PROVISIONS OF 
THE ELECTRIC SYSTEM RESOLUTION” attached hereto. 

Electric System Pledged Revenues 
Pursuant to the Master Electric System Resolution, the “Electric System Pledged Revenues” include 

all Net Revenues of the Electric System and all moneys paid or required to be paid into, and all moneys and 
securities on deposit from time to time in, the funds and accounts established for the Series 2017 Electric 
System Bonds under the Electric System Resolution, but excluding amounts in the Revenue Fund required to 
be used to pay Operating Expenses and any amounts required under the Master Electric System Resolution to 
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be set aside to pay any rebate obligations to the United States government, including, but not limited to, 
amounts in the Rebate Fund.   

THE ELECTRIC SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF 
THE ELECTRIC DIVISION.  THE SERIES 2017 ELECTRIC DIVISION BONDS ARE NOT 
PAYABLE FROM REVENUES OF MLGW'S GAS DIVISION OR WATER DIVISION.   

Rate Covenant 
MLGW covenants in the Master Electric System Resolution to, at all times, prescribe, fix, maintain, 

and collect rates, fees and other charges for the services and facilities furnished by the Electric System fully 
sufficient at all times: (a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund 
of a reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by MLGW and 
(b) such that Net Revenues of the Electric System in each Fiscal Year: (i) will equal at least 120% of the Debt 
Service Requirement on all Senior Lien Revenue Obligations, including the Series 2017 Electric System 
Bonds, and 100% of the Debt Service Requirement on all other Revenue Obligations then Outstanding, 
including any Outstanding Subordinate Lien Obligations, for such Fiscal Year; (ii) will enable MLGW to 
make all required payments, if any, into the Debt Service Reserve Account and the Rebate Fund and on any 
Contracts or Other System Obligation; (iii) will enable MLGW to accumulate an amount to be held in the 
Renewal and Extension Fund, which in the judgment of MLGW is adequate to meet the costs of major 
renewals, replacements, repairs, additions, betterments, and improvements to the Electric System, necessary 
to keep the same in good operating condition or as is required by any governmental agency having 
jurisdiction over the Electric System; (iv) will remedy all deficiencies in required payments into any of the 
funds and accounts mentioned in the Master Electric System Resolution from prior Fiscal Years; and (v) will 
permit MLGW to comply with the terms of any agreement that MLGW has entered into to purchase, sell or 
generate electric power; provided for purposes of (a), (b)(i) and (ii) each category of Net Revenues of the 
Electric System shall be compared to the required payments with respect to, or for accounts related to, related 
Operating Expenses, Revenue Obligations, Contracts and Other System Obligations of the Electric System.  
See “APPENDIX F - SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM 
RESOLUTION - General Provisions - Rate Covenant” attached hereto. 

Additional Revenue Obligations 
The City may issue additional Senior Lien Revenue Obligations under the Master Electric System 

Resolution on a parity of lien with the Outstanding Senior Lien Revenue Obligations, including the Series 
2017 Electric System Bonds, upon the satisfaction of certain conditions, including a financial test indicating 
that: 

(a) the historical related Net Revenues of the Electric System for either (i) a period of 12 consecutive 
months of the most recent 18 consecutive months prior to the issuance of the proposed Additional Obligations 
or (ii) the most recent audited Fiscal Year, were equal to at least 120% of the maximum Debt Service 
Requirement for any Fiscal Year commencing with the first Fiscal Year after the Fiscal Year in which the 
Additional Obligations are issued on all related Senior Lien Revenue Obligations which will be Outstanding 
immediately after the issuance of the proposed Additional Obligations and secured on a parity therewith, 
provided, however, (x) the report or certificate may contain pro forma adjustments to historical related Net 
Revenues of the Electric System equal to 100% of the increased annual amount attributable to any revision in 
the schedule of rates, fees, and charges for the services and facilities furnished by the Electric System, 
imposed prior to the date of delivery of the proposed Additional Obligations and not fully reflected in the 
historical related Net Revenues of the Electric System actually received during such historical period used; (y) 
if MLGW or the City has a contract to purchase or otherwise acquire an Acquired System that will become 
part of the Electric System, the historical Net Revenues of the Electric System may be adjusted to include the 
anticipated Net Revenues from the Acquired System; and (z) if MLGW has entered into a contract to furnish 
services of the Electric System that is not fully reflected in the historical Net Revenues of the Electric System, 
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such historical Net Revenues of the Electric System may be adjusted to include the anticipated Net Revenues 
of the Electric System from such contract; or 

(b) the forecasted related Net Revenues of the Electric System (which forecast period can take into 
account (i) any planned increases in the rates, fees and charges for the services and facilities furnished by the 
Electric System, (ii) any revenues projected to be received from any Acquired Systems as to which the City or 
MLGW has entered into a contract to purchase or otherwise acquire, and (iii) any projected savings in 
Operating Expenses resulting from a purchase of electrical power for distribution and sale during or after the 
end of any Fiscal Year, to the extent not included in Operating Expenses) in each Fiscal Year during the 
forecast period (defined as a period beginning with the first Fiscal Year beginning after the later of (y) the 
Fiscal Year in which any proposed Additional Obligations are to be issued or (z) the fiscal year in which any 
project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of 
MLGW, expected to be completed, and ending on the last day of the fifth fiscal year thereafter) are expected 
to equal at least 120% of the Debt Service Requirement during such period on all related Senior Lien Revenue 
Obligations which will be Outstanding immediately after the issuance of the proposed Additional Obligations 
and secured on a parity therewith. 

The City may also issue Additional Obligations under the Master Electric System Resolution on a 
parity of lien with the Outstanding Subordinate Lien Obligations under the Master Electric System Resolution 
upon the satisfaction of certain conditions.  See “APPENDIX F - SUMMARY OF CERTAIN PROVISIONS 
OF THE ELECTRIC SYSTEM RESOLUTION - Additional Revenue Obligations” attached hereto. 

No Debt Service Reserve 
MLGW is not required under the Master Electric System Resolution to establish a subaccount of the 

Debt Service Reserve Account for any Revenue Obligations issued thereunder, and any such subaccount shall 
only be established if required by the Supplemental Resolution authorizing the issuance of such Revenue 
Obligations. Accordingly, the Seventh Supplemental Resolution provides that the Debt Service Reserve 
Requirement for the Series 2017 Electric System Bonds shall be set at $0. 

Pursuant to the Master Electric System Resolution, Additional Obligations issued on a parity of lien 
with the Series 2014 Electric System Bonds, Series 2016 Electric System Bonds and the Series 2017 Electric 
System Bonds may be secured by one or more debt service reserve funds, which debt service reserve funds, if 
any, will not secure the Series 2017 Electric System Bonds. 

Limited Obligations 
THE SERIES 2017 ELECTRIC SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE 

CITY OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 ELECTRIC SYSTEM BONDS, 
AND NO HOLDER OF THE SERIES 2017 ELECTRIC SYSTEM BONDS SHALL HAVE THE 
RIGHT TO COMPEL ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE 
SERIES 2017 ELECTRIC SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 
2017 ELECTRIC SYSTEM BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED 
OBLIGATIONS OF THE CITY AND MLGW AS PROVIDED IN THE ELECTRIC SYSTEM 
RESOLUTION PAYABLE SOLELY FROM THE ELECTRIC SYSTEM PLEDGED REVENUES.  
THE SERIES 2017 ELECTRIC SYSTEM BONDS DO NOT CONSTITUTE A CHARGE, LIEN OR 
ENCUMBRANCE UPON ANY OTHER PROPERTY OF THE CITY EXCEPTING ONLY THE 
ELECTRIC SYSTEM PLEDGED REVENUES. 
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Outstanding Senior and Subordinate Lien Obligations  
The Outstanding Senior Lien Obligations are comprised of the Series 2014 Electric System Bonds 

and the Series 2016 Electric System Bonds. The Outstanding Subordinate Lien Obligations are comprised of 
the City's Electric System Subordinate Revenue Refunding Bonds, Series 2008 Electric System Bonds (the 
“Series 2008 Electric System Bonds”) and the City's Electric System Subordinate Revenue Refunding Bonds, 
Series 2010 Electric System Bonds (the “Series 2010 Electric System Bonds”), of which all subordinate lien 
obligations were issued in connection with the funding of the Prepaid Capacity from TVA. See “THE 
ELECTRIC DIVISION” herein and “APPENDIX A - OPERATING INFORMATION PERTAINING TO 
THE ELECTRIC DIVISION” attached hereto. The Outstanding Senior Lien Obligations are outstanding in 
the aggregate principal amount of $106,105,000. The Outstanding Subordinate Lien Obligations are 
outstanding in the principal amount of $235,350,000 as of December 31, 2016, as reflected in the following 
table. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Senior Lien Obligations     

  

Original Issue 
Aggregate Principal 

Amount 
Outstanding Principal 

Amount 
Series 2014 Electric System Bonds $71,000,000 $66,105,000 
Series 2016 Electric System Bonds $40,000,000 $40,000,000 
Total Senior Lien Obligations          $111,000,000          $106,105,000 
 
Subordinate Lien Obligations    

  

Original Issue 
Aggregate Principal 

Amount 
Outstanding Principal 

Amount 
   
Series 2008 Electric System Bonds   $96,930,000   $96,930,000 
Series 2010 Electric System Bonds $460,050,000 $138,420,000 

Total Subordinate Lien Obligations $556,980,000 $235,350,000 
 
Total Senior and Subordinate Lien 
Obligations $667,980,000 

 
 

$341,455,000 
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MEMPHIS LIGHT, GAS AND WATER 
ELECTRIC DIVISION 

LONG-TERM DEBT SERVICE SCHEDULE 
 

Fiscal 
Year 
Ending 
Dec     
31       

Outstanding Subordinate 
Lien Obligations  

Aggregate Outstanding Senior Lien Revenue 
Obligations – Series 2014 and 

Series 2016 Electric 
System Bonds 

Series 2017 
Senior Lien Bonds 

Total  
Senior Lien Obligations 

Total Electric Division 
 Debt Service 

 
Principal 

 
Interest 

 
Total 

 
   Principal 

 
Interest 

 
Total 

 
  Principal 

 
Interest 

 
Total 

 
     Principal 

 
Interest 

 
Total 

 
Principal 

 
Interest 

 
Total 

2017 $114,975,000 $11,384,863  $126,359,863  $3,795,000 $4,765,200  $8,560,200  0 665,464 665,464 3,795,000 5,430,664 9,225,664 118,770,000 16,815,526 135,585,526 

2018 120,375,000   5,697,200    126,072,200 3,935,000 4,626,150 8,561,150  2,855,000 3,802,650 6,657,650 6,790,000 8,428,800 15,218,800 127,165,000 14,126,000 141,291,000 

2019    4,095,000 4,468,750  8,563,750  2,945,000 3,717,000 6,662,000 7,040,000 8,185,750 15,225,750 7,040,000 8,185,750 15,225,750 

2020    4,235,000   4,332,200 8,567,200  3,060,000 3,599,200 6,659,200 7,295,000 7,931,400 15,226,400 7,295,000 7,931,400 15,226,400 

2021    4,400,000   4,162,800 8,562,800  3,215,000 3,446,200 6,661,200 7,615,000 7,609,000 15,224,000 7,615,000 7,609,000 15,224,000 

2022    4,595,000 3,972,000 8,567,000  3,375,000 3,285,450 6,660,450 7,970,000 7,257,450 15,227,450 7,970,000 7,257,450 15,227,450 

2023    4,790,000   3,772,650 8,562,650  3,545,000 3,116,700 6,661,700 8,335,000 6,889,350 15,224,350 8,335,000 6,889,350 15,224,350 

2024    5,030,000   3,533,150 8,563,150  3,720,000 2,939,450 6,659,450 8,750,000 6,472,600 15,222,600 8,750,000 6,472,600 15,222,600 

2025    5,285,000  3,281,650  8,566,650  3,905,000 2,753,450 6,658,450 9,190,000 6,035,100 15,225,100 9,190,000 6,035,100 15,225,100 

2026    5,545,000   3,017,400  8,562,400  4,100,000 2,558,200 6,658,200 9,645,000 5,575,600 15,220,600 9,645,000 5,575,600 15,220,600 

2027    5,825,000   2,740,150 8,565,150  4,305,000 2,353,200 6,658,200 10,130,000 5,093,350 15,223,350 10,130,000 5,093,350 15,223,350 

2028    6,080,000   2,487,300  8,567,300  4,520,000 2,137,950 6,657,950 10,600,000 4,625,250 15,225,250 10,600,000 4,625,250 15,225,250 

2029    6,340,000   2,223,250  8,563,250  4,750,000 1,911,950 6,661,950 11,090,000 4,135,200 15,225,200 11,090,000 4,135,200 15,225,200 

2030    6,615,000   1,947,800  8,562,800  4,985,000 1,674,450 6,659,450 11,600,000 3,622,250 15,222,250 11,600,000 3,622,250 15,222,250 

2031     6,945,000   1,617,050    8,562,050  5,235,000 1,425,200 6,660,200 12,180,000 3,042,250 15,222,250 12,180,000 3,042,250 15,222,250 

2032    7,270,000 1,293,900    8,563,900  5,420,000 1,241,975 6,661,975 12,690,000 2,535,875 15,225,875 12,690,000 2,535,875 15,225,875 

2033    7,610,000   955,500 8,565,500  5,605,000 1,052,275 6,657,275 13,215,000 2,007,775 15,222,775 13,215,000 2,007,775 15,222,775 

2034    7,960,000   601,100 8,561,100  5,805,000 856,100 6,661,100 13,765,000 1,457,200 15,222,200 13,765,000 1,457,200 15,222,200 

2035    2,820,000 230,200 3,050,200 6,005,000 652,925 6,657,925 8,825,000 883,125 9,708,125 8,825,000 883,125 9,708,125 

2036    2,935,000 117,400 3,052,400 6,215,000 442,750 6,657,750 9,150,000 560,150 9,710,150 9,150,000 560,150 9,710,150 

2037                                                                                                                                     6,435,000 225,225 6,660,225 6,435,000 225,225 6,660,225 6,435,000 225,225 6,660,225 

Total $235,350,000 $17,082,063 $252,432,063 $106,105,000 $54,145,600 $160,250,600 $90,000,000  $43,857,764  $133,857,764  $196,105,000  $98,003,364  $294,108,364 $431,455,000  $115,085,426  $546,540,426  
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THE GAS DIVISION 

General 

The Gas Division serves the City and Shelby County pursuant to a franchise granted by the State of 
Tennessee in the City Charter. The City holds title to real property used in the Gas Division’s operations, 
including easements deemed adequate by MLGW on properties not required to be held in fee simple.  

For the Fiscal Year ended December 31, 2016, operating revenues of the Gas Division totaled 
$205,876,000 and were derived principally from the sale of gas to an average of 311,400 customers during the 
period. The Gas Division's capital expenditures for the Fiscal Year ended December 31, 2016 were $42.8 
million.   

      The Gas Division had $40,000,000 aggregate principal amount of Senior Lien Revenue Obligations 
outstanding as of December 31, 2016. SEE “APPENDIX B - OPERATING INFORMATION PERTAINING 
TO THE GAS DIVISION.” 

SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2017 GAS SYSTEM BONDS 

Pledge Under the Gas System Resolution 
The Series 2017 Gas System Bonds are being issued as General Revenue Obligations under the 

Master Gas System Resolution and, as such, are limited obligations of the City payable solely from and 
secured by a pledge of a Senior Lien on the Gas System Pledged Revenues, which is on a parity and equality 
of lien with respect to the Gas System Pledged Revenues with any additional Senior Lien Revenue 
Obligations hereafter issued under the Master Gas System Resolution, and such lien is senior in lien and right 
of payment to any Subordinate Lien Obligations issued under the Master Gas System Resolution in the future. 
See “APPENDIX G - SUMMARY OF CERTAIN PROVISIONS OF THE GAS SYSTEM RESOLUTION – 
Definition of Certain Terms – Pledged Revenues and Flow of Funds – Additional Obligations” attached 
hereto. 

For a more complete statement of the general covenants and provisions pursuant to which the Series 
2017 Gas System Bonds are issued, see “APPENDIX G - SUMMARY OF CERTAIN PROVISIONS OF 
THE GAS SYSTEM RESOLUTION” attached hereto. 

Gas System Pledged Revenues 
Pursuant to the Master Gas System Resolution, the “Gas System Pledged Revenues” include all Net 

Revenues of the Gas System and all moneys paid or required to be paid into, and all moneys and securities on 
deposit from time to time in, the funds and accounts established for the Series 2017 Gas System Bonds under 
the Gas System Resolution, but excluding amounts in the Revenue Fund required to be used to pay Operating 
Expenses and any amounts required under the Master Gas System Resolution to be set aside to pay any rebate 
obligations to the United States government, including, but not limited to, amounts in the Rebate Fund.   

THE GAS SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF THE 
GAS DIVISION.  THE SERIES 2017 GAS DIVISION BONDS ARE NOT PAYABLE FROM 
REVENUES OF MLGW'S ELECTRIC DIVISION OR WATER DIVISION.   

Rate Covenant 
MLGW covenants in the Master Gas System Resolution to, at all times, prescribe, fix, maintain, and 

collect rates, fees and other charges for the services and facilities furnished by the Gas System fully sufficient 
at all times: (a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a 
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reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by MLGW and (b) 
such that Net Revenues of the Gas System in each Fiscal Year: (i) will equal at least 120% of the Debt 
Service Requirement on all Senior Lien Revenue Obligations, including the Series 2017 Gas System Bonds, 
and 100% of the Debt Service Requirement on all other Revenue Obligations then Outstanding, including any 
Outstanding Subordinate Lien Obligations, for such Fiscal Year; (ii) will enable MLGW to make all required 
payments, if any, into the Debt Service Reserve Account and the Rebate Fund and on any Contracts or Other 
System Obligation; (iii) will enable MLGW to accumulate an amount to be held in the Renewal and 
Extension Fund, which in the judgment of MLGW is adequate to meet the costs of major renewals, 
replacements, repairs, additions, betterments, and improvements to the Gas System, necessary to keep the 
same in good operating condition or as is required by any governmental agency having jurisdiction over the 
Gas System; (iv) will remedy all deficiencies in required payments into any of the funds and accounts 
mentioned in the Master Gas System Resolution from prior Fiscal Years; (v) will enable MLGW to make all 
required City Payments when due; and (vi) will permit MLGW to comply with the terms of any agreement 
that MLGW has entered into to purchase, or sell gas; provided for purposes of (a), (b)(i) and (ii) each category 
of Net Revenues of the Gas System shall be compared to the required payments with respect to, or for 
accounts related to, related Operating Expenses, Revenue Obligations, Contracts and Other System 
Obligations of the Gas System.  See “APPENDIX G - SUMMARY OF CERTAIN PROVISIONS OF THE 
GAS SYSTEM RESOLUTION - General Provisions - Rate Covenant” attached hereto. 

Additional Revenue Obligations 

The City may issue additional Senior Lien Revenue Obligations under the Master Gas System 
Resolution on a parity of lien with the Outstanding Senior Lien Revenue Obligations, including the Series 
2017 Gas System Bonds, upon the satisfaction of certain conditions, including a financial test indicating that: 

(a) the historical related Net Revenues of the Gas System for either (i) a period of 12 consecutive 
months of the most recent 18 consecutive months prior to the issuance of the proposed Additional Obligations 
or (ii) the most recent audited Fiscal Year, were equal to at least 120% of the maximum Debt Service 
Requirement for any Fiscal Year, commencing with the first Fiscal Year after the Fiscal Year in which the 
Additional Obligations are issued, on all Senior Lien Revenue Obligations which will be Outstanding 
immediately after the issuance of the proposed Additional Obligations and secured on a parity therewith, 
provided, however, (x) the report or certificate may contain pro forma adjustments to historical related Net 
Revenues of the Gas System equal to 100% of the increased annual amount attributable to any revision in the 
schedule of rates, fees, and charges for the services, facilities and commodities furnished by the Gas System, 
imposed prior to the date of delivery of the proposed Additional Obligations and not fully reflected in the 
historical related Net Revenues of the Gas System actually received during such historical period used; (y) if 
MLGW or the City has a contract to purchase or otherwise acquire an Acquired System that will become part 
of the Gas System, the historical Net Revenues of the Gas System may be adjusted to include the anticipated 
Net Revenues from the Acquired System; and (z) if MLGW has entered into a contract to furnish services of 
the Gas System that is not fully reflected in the historical Net Revenues of the Gas System, such historical Net 
Revenues of the Gas System may be adjusted to include the anticipated Net Revenues of the Gas System from 
such contract; or 

 (b) the forecasted related Net Revenues of the Gas System (which forecast can take into account (i) 
any planned increases in the rates, fees and charges for the services, facilities and commodities furnished by 
the Gas System and (ii) any revenues projected to be received from any Acquired Systems as to which the 
City or MLGW has entered into a contract to purchase or otherwise acquire), in each Fiscal Year during the 
forecast period (defined as a period beginning with the first Fiscal Year beginning after the later of (y) the 
Fiscal Year in which any proposed Additional Obligations are to be issued or (z) the fiscal year in which any 
project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of 
MLGW, expected to be completed, and ending on the last day of the fifth fiscal year thereafter) are expected 
to equal at least 120% of the Debt Service Requirement during such period on all Senior Lien Revenue 
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Obligations which will be Outstanding immediately after the issuance of the proposed Additional Obligations 
and secured on a parity therewith.  

The City may also issue Additional Obligations under the Master Gas System Resolution on a parity 
of lien with the outstanding obligations under the Master Gas System Resolution upon the satisfaction of 
certain conditions.  See “APPENDIX G - SUMMARY OF CERTAIN PROVISIONS OF THE GAS 
SYSTEM RESOLUTION - Additional Revenue Obligations” attached hereto. 

No Debt Service Reserve 
MLGW is not required under the Master Gas System Resolution to establish a subaccount of the Debt 

Service Reserve Account for any Revenue Obligations issued thereunder, and any such subaccount shall only 
be established if required by the Supplemental Resolution authorizing the issuance of such Revenue 
Obligations. Accordingly, the Second Supplemental Resolution provides that the Debt Service Reserve 
Requirement for the Series 2017 Gas System Bonds shall be set at $0. 

Pursuant to the Master Gas System Resolution, Additional Obligations issued on a parity of lien with 
the Series 2016 Gas System Bonds and the Series 2017 Gas System Bonds may be secured by one or more 
debt service reserve funds, which debt service reserve funds, if any, will not secure the Series 2017 Gas 
System Bonds. 

Limited Obligations 
THE SERIES 2017 GAS SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE CITY 

OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 GAS SYSTEM BONDS, AND NO 
HOLDER OF THE SERIES 2017 GAS SYSTEM BONDS SHALL HAVE THE RIGHT TO COMPEL 
ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE SERIES 2017 GAS 
SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 2017 GAS SYSTEM 
BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED OBLIGATIONS OF THE CITY 
AND MLGW AS PROVIDED IN THE GAS SYSTEM RESOLUTION PAYABLE SOLELY FROM 
THE GAS SYSTEM PLEDGED REVENUES.  THE SERIES 2017 GAS SYSTEM BONDS DO NOT 
CONSTITUTE A CHARGE, LIEN OR ENCUMBRANCE UPON ANY OTHER PROPERTY OF THE 
CITY EXCEPTING ONLY THE GAS SYSTEM PLEDGED REVENUES. 

Outstanding Senior Lien Obligations 
The Outstanding Senior Lien Obligations are comprised of the Series 2016 Gas System Bonds, which 

are currently outstanding in the aggregate principal amount of $40,000,000. See “THE GAS DIVISION” 
herein and “APPENDIX B – OPERATING INFORMATION PERTAINING TO THE GAS DIVISION” 
attached hereto.  
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MEMPHIS LIGHT, GAS AND WATER 
GAS DIVISION 

LONG-TERM DEBT SERVICE SCHEDULE 
 

 
 Outstanding Series 2016 

Gas Division Bonds  
Series 2017 

Gas Division Bonds Total Gas Division Debt Service   

Fiscal 
Year 

Ending 
Dec 31 

  

         

Principal     Interest Total     Principal Interest Total Principal Interest Total 

2017 $ 1,275,000  $1,773,450   $3,048,450  0 319,393 319,393 1,275,000 2,092,843 3,367,843 
2018 1,315,000 1,735,200  3,050,200   1,250,000 1,825,100 3,075,100 2,565,000 3,560,300 6,125,300 

2019 1,370,000 1,682,600 3,052,600  1,290,000 1,787,600 3,077,600 2,660,000 3,470,200 6,130,200 

2020 1,425,000  1,627,800  3,052,800  1,340,000 1,736,000 3,076,000 2,765,000 3,363,800 6,128,800 

2021 1,480,000 1,570,800        3,050,800  1,410,000 1,669,000 3,079,000 2,890,000 3,239,800 6,129,800 

2022 1,555,000  1,496,800        3,051,800  1,480,000 1,598,500 3,078,500 3,035,000 3,095,300 6,130,300 

2023 1,630,000 1,419,050        3,049,050 1,555,000 1,524,500 3,079,500 3,185,000 2,943,550 6,128,550 

2024 1,715,000 1,337,550 3,052,550  1,630,000 1,446,750 3,076,750 3,345,000 2,784,300 6,129,300 

2025       1,800,000 1,251,800        3,051,800 1,710,000 1,365,250 3,075,250 3,510,000 2,617,050 6,127,050 

2026 1,890,000 1,161,800 3,051,800  1,800,000 1,279,750 3,079,750 3,690,000 2,441,550 6,131,550 

2027 1,985,000 1,067,300 3,052,300 1,885,000 1,189,750 3,074,750 3,870,000 2,257,050 6,127,050 

2028 2,085,000 968,050 3,053,050  1,980,000 1,095,500 3,075,500 4,065,000 2,063,550 6,128,550 

2029 2,185,000 863,800 3,048,800 2,080,000 996,500 3,076,500 4,265,000 1,860,300 6,125,300 

2030 2,295,000           754,550 3,049,550  2,185,000 892,500 3,077,500 4,480,000 1,647,050 6,127,050 

2031 2,410,000 639,800  3,049,800  2,295,000 783,250 3,078,250 4,705,000 1,423,050 6,128,050 

2032 2,510,000 543,400 3,053,400  2,410,000 668,500 3,078,500 4,920,000 1,211,900 6,131,900 

2033 2,610,000 443,000 3,053,000  2,530,000 548,000 3,078,000 5,140,000 991,000 6,131,000 

2034 2,710,000  338,600 3,048,600  2,630,000 446,800 3,076,800 5,340,000 785,400 6,125,400 

2035 2,820,000 230,200 3,050,200 2,735,000 341,600 3,076,600 5,555,000 571,800 6,126,800 

2036 2,935,000 117,400 3,052,400 2,845,000 232,200 3,077,200 5,780,000 349,600 6,129,600 

2037   _______   _______   _______ 2,960,000 118,400 3,078,400 2,960,000 118,400 3,078,400 

Total $40,000,000  $21,022,950  $61,022,950  $40,000,000 $21,864,843 $61,864,843 $80,000,000  $42,887,793 $122,887,793 
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THE WATER DIVISION 

General 
The Water Division designs, constructs, operates and maintains the Water System. The Water 

Division distributes water on an exclusive basis to residents within the city limits of Memphis, Arlington and 
Lakeland and the unincorporated areas of the County. The Water Division sells water to five adjacent utility 
districts located in the Tennessee cities of Bartlett, Collierville, Germantown, Millington and Olive Branch, 
MS to supplement their own pumpage.  

For the Fiscal Year ended December 31, 2016, operating revenues of the Water Division totaled 
$99,847,000 and were derived principally from the sale of water to an average of 253,109 customers during 
the period.  The Water Division's capital expenditures for the Fiscal Year ended December 31, 2016 were 
$31.0 million.   

The Water Division had $43,870,000 aggregate principal amount of  Senior Lien Revenue 
Obligations outstanding as of December 31, 2016. SEE “APPENDIX C - OPERATING INFORMATION 
PERTAINING TO THE WATER DIVISION.” 

SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2017 WATER SYSTEM BONDS 

Pledge Under the Water System Resolution 
The Series 2017 Water System Bonds are being issued as General Revenue Obligations under the 

Water System Resolution and, as such, are limited obligations of the City payable solely from and secured by 
a pledge of a Senior Lien on the Water System Pledged Revenues, which is on a parity and equality of lien 
with respect to the Water System Pledged Revenues with any Outstanding Senior Lien Revenue Obligations 
issued under the Master Water System Resolution and any additional Senior Lien Revenue Obligations 
hereafter issued thereunder, and such lien is senior in lien and right of payment to any Subordinate Lien 
Obligations issued under the Master Water System Resolution in the future. For a more complete statement of 
the general covenants and provisions pursuant to which the Series 2017 Water System Bonds are issued, see 
“APPENDIX H - SUMMARY OF CERTAIN PROVISIONS OF THE WATER SYSTEM RESOLUTION” 
attached hereto. 

Water System Pledged Revenues 
Pursuant to the Master Water System Resolution, the “Water System Pledged Revenues” include all 

Net Revenues of the Water Division and all moneys paid or required to be paid into, and all moneys and 
securities on deposit from time to time in, the funds and accounts established for the Series 2017 Water 
System Bonds under the Water System Resolution, but excluding amounts in the Revenue Fund required to 
be used to pay Operating Expenses and any amounts required under the Master Water System Resolution to 
be set aside to pay any rebate obligations to the United States government, including, but not limited to, 
amounts in the Rebate Fund.   

THE WATER SYSTEM PLEDGED REVENUES RELATE SOLELY TO REVENUES OF 
THE WATER DIVISION.  THE SERIES 2017 WATER SYSTEM BONDS ARE NOT PAYABLE 
FROM REVENUES OF MLGW'S ELECTRIC DIVISION OR GAS DIVISION.   

Rate Covenant 
MLGW covenants in the Master Water System Resolution to, at all times, prescribe, fix, maintain and 

collect, and the City shall approve rates, fees, and other charges for the services and facilities furnished by the 
Water System fully sufficient at all times: (a) for 100% of the Operating Expenses and for the accumulation in 
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the Revenue Fund of a reasonable reserve therefor, in an amount, if any, as shall be determined from time to 
time by MLGW and (b) such that Net Revenues of the Water System in each Fiscal Year (i) will equal at least 
120% of the Debt Service Requirement on all Senior Lien Revenue Obligations, including the Series 2017 
Water System Bonds and 100% of the Debt Service Requirement on all other Revenue Obligations then 
Outstanding for such Fiscal Year; (ii) will enable MLGW to make all required payments, if any, into the Debt 
Service Reserve Account and the Rebate Fund and on any Contract or Other System Obligation; (iii) will 
enable MLGW to accumulate an amount to be held in the Renewal and Extension Fund, if any such Renewal 
and Extension Fund has been established by MLGW, which in the judgment of MLGW is adequate to meet 
the costs of major renewals, replacements, repairs, additions, betterments, and improvements to the Water 
System, necessary to keep the same in good operating condition or as is required by any governmental agency 
having jurisdiction over the Water System; (iv) will remedy all deficiencies in required payments into any of 
the funds and accounts mentioned in the Master Water System Resolution from prior Fiscal Years; and (v) 
will enable MLGW to make all required City Payments when due; provided for purposes of (a), (b)(i) and (ii) 
each category of Net Revenues of the Water System shall be compared to the required payments with respect 
to, or for accounts related to, related Operating Expenses, Revenue Obligations, Contracts and Other System 
Obligations of the Water System.  See “APPENDIX H - SUMMARY OF CERTAIN PROVISIONS OF THE 
WATER SYSTEM RESOLUTION - General Provisions - Rate Covenant” attached hereto. 

Additional Revenue Obligations 

The City may issue additional Senior Lien Revenue Obligations under the Master Water System 
Resolution on a parity of lien with the Series 2017 Water System Bonds upon the satisfaction of certain 
conditions, including a financial test indicating that: 

(a) historical related Net Revenues of the Water System for either (i) a period of 12 consecutive 
months of the most recent 18 consecutive months prior to the issuance of the proposed Additional Obligations 
or (ii) the most recent audited Fiscal Year, were equal to at least 120% of the maximum Debt Service 
Requirement for any Fiscal Year commencing with the first Fiscal Year after the Fiscal Year in which the 
Additional Obligations are issued, on all related Senior Lien Revenue Obligations which will be Outstanding 
immediately after the issuance of the proposed Additional Obligations and secured on a parity therewith, 
provided, however, (x) the report or certificate may contain pro forma adjustments to historical related Net 
Revenues of the Water System equal to 100% of the increased annual amount attributable to any revision in 
the schedule of rates, fees, and charges for the services and facilities furnished by the Water System, imposed 
prior to the date of delivery of the proposed Additional Obligations and not fully reflected in the historical 
related Net Revenues of the Water System actually received during such historical period used; (y) if MLGW 
or the City has a contract to purchase or otherwise acquire an Acquired System that will become part of the 
Water System, the historical Net Revenues of the Water System may be adjusted to include the anticipated 
Net Revenues from the Acquired System; and (z) if MLGW has entered into a contract to furnish services of 
the Water System that is not fully reflected in the historical Net Revenues of the Water System, such 
historical Net Revenues of the Water System may be adjusted to include the anticipated Net Revenues of the 
Water System from such contract; or 

(b) the forecasted related Net Revenues of the Water System (which forecast can take into account (i) 
any planned increases in the rates, fees and charges for the services and facilities furnished by the Water 
System and (ii) any revenues projected to be received from any Acquired Systems as to which the City or 
MLGW has entered into a contract to purchase or otherwise acquire),  including each category of Revenues, 
net of Operating Expenses, during the forecast period (defined as a period beginning with the first Fiscal Year 
beginning after the later of (y) the Fiscal Year in which any proposed Additional Obligations are to be issued 
or (z) the fiscal year in which any project to be financed with the proceeds of any proposed Additional 
Obligations is, in the judgment of MLGW, expected to be completed, and ending on the last day of the fifth 
fiscal year thereafter) are expected to equal at least 120% of the Debt Service Requirement during such period 
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on all related Senior Lien Revenue Obligations which will be Outstanding immediately after the issuance of 
the proposed Additional Obligations and secured on a parity therewith.   

The City may also issue Additional Obligations under the Master Water System Resolution on a 
parity of lien with any Outstanding Subordinate Lien Obligations under the Master Water System Resolution 
upon the satisfaction of certain conditions.  See “APPENDIX H - SUMMARY OF CERTAIN PROVISIONS 
OF THE WATER SYSTEM RESOLUTION - Additional Revenue Obligations” attached hereto. 

No Debt Service Reserve 
MLGW is not required under the Master Water System Resolution to establish a subaccount of the 

Debt Service Reserve Account for any Revenue Obligations to be issued thereunder and any such subaccount 
shall only be established if required by the Supplemental Resolution authorizing the issuance of such Revenue 
Obligations. Accordingly, the Third Supplemental Resolution provides that the Debt Service Reserve 
Requirement for the Series 2017 Water System Bonds shall be set at $0.  

Pursuant to the Master Water System Resolution, Additional Obligations issued on a parity of lien 
with the Series 2014 Water System Bonds, the Series 2016 Water System Bonds and the Series 2017 Water 
System Bonds may be secured by one or more debt service reserve funds, which debt service reserve funds, if 
any, will not secure the Series 2017 Water System Bonds. 

Limited Obligations 
THE SERIES 2017 WATER SYSTEM BONDS DO NOT CONSTITUTE A DEBT OF THE 

CITY OR MLGW WITHIN THE MEANING OF ANY CONSTITUTIONAL, CITY CHARTER OR 
STATUTORY LIMITATION.  NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE 
CITY, IS PLEDGED TO THE PAYMENT OF THE SERIES 2017 WATER SYSTEM BONDS, AND 
NO HOLDER OF THE SERIES 2017 WATER SYSTEM BONDS SHALL HAVE THE RIGHT TO 
COMPEL ANY EXERCISE OF THE TAXING POWERS OF THE CITY TO PAY THE SERIES 2017 
WATER SYSTEM BONDS, OR THE INTEREST THEREON, AND THE SERIES 2017 WATER 
SYSTEM BONDS, INCLUDING THE INTEREST THEREON, ARE LIMITED OBLIGATIONS OF 
THE CITY AND MLGW AS PROVIDED IN THE WATER SYSTEM RESOLUTION PAYABLE 
SOLELY FROM THE WATER SYSTEM PLEDGED REVENUES.  THE SERIES 2017 WATER 
SYSTEM BONDS DO NOT CONSTITUTE A CHARGE, LIEN OR ENCUMBRANCE UPON ANY 
OTHER PROPERTY OF THE CITY EXCEPTING ONLY THE WATER SYSTEM PLEDGED 
REVENUES.   

Outstanding Senior Lien Obligations 
The Outstanding Senior Lien Obligations are comprised of the Series 2014 Water System Bonds and 

Series 2016 Water System Bonds, which are currently outstanding in the aggregate principal amount of 
$43,870,000. See “THE WATER DIVISION” herein and “APPENDIX C – OPERATING INFORMATION 
PERTAINING TO THE WATER DIVISION” attached hereto.  
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MEMPHIS LIGHT, GAS AND WATER 
WATER DIVISION 

LONG-TERM DEBT SERVICE SCHEDULE 
 

 
Aggregate Outstanding  
Water Division Bonds  

Series 2017 
Water Division Bonds  Total Water Division Debt Service   

Fiscal 
Year 

Ending 
Dec 31 

  

         

Principal     Interest Total     Principal Interest Total Principal Interest Total 

2017        1,700,000         1,416,210         3,116,210  0 162,518 162,518 1,700,000 1,578,728 3,278,728 
2018        1,750,000         1,371,010         3,121,010  880,000 928,675 1,808,675 2,630,000 2,299,685 4,929,685 

2019        1,785,000         1,336,010         3,121,010  895,000 911,075 1,806,075 2,680,000 2,247,085 4,927,085 

2020        1,835,000         1,288,510         3,123,510  915,000 893,175 1,808,175 2,750,000 2,181,685 4,931,685 

2021        1,885,000         1,233,460         3,118,460  940,000 865,725 1,805,725 2,825,000 2,099,185 4,924,185 

2022        1,930,000         1,189,410         3,119,410  970,000 837,525 1,807,525 2,900,000 2,026,935 4,926,935 

2023        1,995,000         1,124,960         3,119,960  1,000,000 808,425 1,808,425 2,995,000 1,933,385 4,928,385 

2024        2,070,000         1,051,510         3,121,510  1,040,000 768,425 1,808,425 3,110,000 1,819,935 4,929,935 

2025        2,135,000            989,410         3,124,410  1,080,000 726,825 1,806,825 3,215,000 1,716,235 4,931,235 

2026        2,200,000            917,960         3,117,960  1,135,000 672,825 1,807,825 3,335,000 1,590,785 4,925,785 

2027        2,255,000            866,310         3,121,310  1,190,000 616,075 1,806,075 3,445,000 1,482,385 4,927,385 

2028        2,345,000            776,110         3,121,110  1,250,000 556,575 1,806,575 3,595,000 1,332,685 4,927,685 

2029        2,440,000            682,310         3,122,310  1,300,000 506,575 1,806,575 3,740,000 1,188,885 4,928,885 

2030        2,535,000            584,710         3,119,710  1,355,000 454,575 1,809,575 3,890,000 1,039,285 4,929,285 

2031        2,640,000            483,310         3,123,310  1,405,000 400,375 1,805,375 4,045,000 883,685 4,928,685 

2032        2,725,000            394,860         3,119,860  1,455,000 351,200 1,806,200 4,180,000 746,060 4,926,060 

2033        2,820,000            303,510         3,123,510  1,515,000 293,000 1,808,000 4,335,000 596,510 4,931,510 

2034        2,910,000            208,910         3,118,910  1,575,000 232,400 1,807,400 4,485,000 441,310 4,926,310 

2035        1,930,000            117,450         2,047,450  1,640,000 169,400 1,809,400 3,570,000 286,850 3,856,850 

2036        1,985,000              59,550         2,044,550  1,705,000 103,800 1,808,800 3,690,000 163,350 3,853,350 

2037   _______   _______   _______ 1,755,000 52,650 1,807,650 1,755,000 52,650 1,807,650 

Total $43,870,000  $16,395,480  $60,265,480  $25,000,000 $11,311,818 $36,311,818 $68,870,000  $27,707,298 $96,577,298 
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LITIGATION 

The City, like other similar bodies, is subject to a variety of suits and proceedings arising in the 
ordinary conduct of its affairs.  There is no legal proceeding now pending or, to the knowledge of the City, 
threatened against the City which restrains or enjoins the issuance or delivery of the Series 2017 Bonds, the 
execution, delivery or performance of the Electric System Resolution, the Gas System Resolution or the 
Water System Resolution, the fixing or collecting of rates and charges for the services of the Electric 
Division, Gas Division or the Water Division, the pledge of the Electric System Pledged Revenues, the Gas 
System Pledged Revenues or the Water System Pledged Revenues or the use of the proceeds of the Series 
2017 Bonds or which questions or contests the validity of the Series 2017 Bonds, the Electric System 
Resolution, the Gas System Resolution or the Water System Resolution, or the proceedings and authority 
under which they are to be issued, executed and delivered or the pledge of the Electric System Pledged 
Revenues, the Gas System Pledged Revenues or the Water System Pledged Revenues.  Neither the creation, 
organization nor existence of the City, nor the title of the present members or other officials of the City to 
their respective offices, is being currently contested or questioned to the knowledge of the City. 

MLGW, like other similar public bodies, is subject to a variety of lawsuits and proceedings arising in 
the ordinary conduct of its affairs.  While the outcome of such litigation and proceedings cannot be predicted, 
the final resolution of these pending lawsuits, proceedings and claims and any threatened lawsuits, 
proceedings and claims known to the General Counsel, against MLGW and its officials in such capacity are 
not expected to have a material adverse effect upon the financial position or results of operations of the 
Electric Division, the Gas Division or, except as noted below, the Water Division after taking into 
consideration, our evaluation of the merits of the case, the limitations under the Tennessee Governmental Tort 
Liability Act, and MLGW's insurance and self-insurance arrangements.  Neither the creation, organization nor 
existence of MLGW, nor the title of the present members or other officials of MLGW to their respective 
offices, is being currently contested or questioned to the knowledge of MLGW. 

Mississippi Water Case.  On June 6, 2014, the State of Mississippi filed a Motion for Leave to File an 
Original Action against the State of Tennessee, the City of Memphis and MLGW (collectively, the 
“Defendants”) in the U.S. Supreme Court seeking a declaratory judgment establishing the State of 
Mississippi’s ownership of, and exclusive control over the groundwater allegedly stored naturally in the 
Sparta Sand formation underlying Mississippi, Tennessee and Arkansas (the “Aquifer”).  The State of 
Mississippi also seeks monetary damages in an amount equal to the value of the groundwater that it alleges 
Defendants have wrongfully taken from the Aquifer, plus all profits, proceeds, consequential gains, saved 
expenditures, and other benefits realized by Defendants, due to the alleged taking. The State of Mississippi 
also requests the U.S. Supreme Court to require Defendants to prospectively take all actions necessary to 
fund, construct and modify Memphis-MLGW’s groundwater pumping systems and/or develop systems using 
Mississippi River water as an alternative or supplemental source of water supply for Defendants. Should the 
State of Mississippi be awarded the damages alleged or MLGW be required to use alternative or supplemental 
sources of water, the amount at issue would have a material impact on the financial condition of MLGW.  

The United States Supreme Court granted Mississippi leave to file its complaint and appointed a 
Special Master.  Defendants filed Motions for Judgment on the Pleadings.  Defendants argued that the aquifer 
at issue was an interstate water resource, that the Supreme Court has held that the only judicial remedy for 
disputes between states over such resources was an action for equitable apportionment and, because 
Mississippi did not ask for equitable apportionment, it failed to state a claim.  Mississippi opposed 
Defendants' Motion arguing that the aquifer at issue was not an interstate resource, and, instead, was an 
intrastate resource belonging to Mississippi.  The Special Master's Order denied the Motions but found that 
the arguments presented by Mississippi did not seem to support Mississippi's position that the aquifer was not 
interstate.  The Special Master ordered an evidentiary hearing on the threshold question of whether the aquifer 
at issue is an interstate resource.   
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The parties have disclosed experts and the experts have submitted their initial and rebuttal reports. 
Depositions are being taken and the parties have until the end of September 2017 to complete discovery. 
No date has been set for the evidentiary hearing.  If the City and MLGW prevail at the evidentiary hearing, 
they believe the Special Master will recommend to the Supreme Court that Mississippi’s complaint be 
dismissed.   Defendants further are of the opinion that if Mississippi were to prevail, monetary damages are 
capped by the governmental tort liability limits under Tennessee law. Defendants are defending this matter 
vigorously. 

BONDHOLDER’S RISKS 

General 
Set forth below are certain risks purchasers of the Series 2017 Bonds should consider when making 

an investment decision. All potential risks are not included; the discussion is not intended to be exhaustive. 
 

Enforceability of Remedies 
The remedies available to the owners of the Series 2017 Bonds upon an event of default under the 

Electric System Resolution, Gas System Resolution and Water System Resolution, as applicable, are in 
many respects dependent upon judicial actions which are often subject to discretion and delay.  

 
The enforceability of remedies or rights with respect to the Series 2017 Bonds may be limited by state 

and federal laws, rulings and decisions affecting remedies and by bankruptcy, insolvency or other laws 
affecting creditors’ rights or remedies heretofore or hereafter enacted. Under existing constitutional and 
statutory law and judicial decisions, including specifically Title 11 of the United States Code (federal 
bankruptcy code), certain remedies specified by the Electric System Resolution, Gas System Resolution 
and Water System Resolution, as applicable, may not be readily available or may be limited. The various 
legal opinions to be delivered concurrently with the delivery of the Series 2017 Bonds will be qualified as 
to the enforceability of the various legal instruments by limitations imposed by bankruptcy, 
reorganization, insolvency or other similar laws affecting the rights of creditors generally.  

 
Additional Obligations 

The City may issue Additional Obligations in the Electric, Gas and Water Division, respectively, on a 
parity of lien with the Series 2017 Bonds with respect to the respective Pledged Revenues, as applicable, or 
subordinate to the Series 2017 Electric System Bonds, the Series 2017 Gas System Bonds and Series 2017 
Water System Bonds, respectively, in accordance with the provisions of the Master Electric System 
Resolution, the Master Gas System Resolution and the Master Water System Resolutions. See 
“APPENDIX F – SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM 
RESOLUTION”; “APPENDIX G – SUMMARY OF CERTAIN PROVISIONS OF THE GAS SYSTEM 
RESOLUTION” and “APPENDIX H – SUMMARY OF CERTAIN PROVISIONS OF THE WATER 
SYSTEM RESOLUTION.” Additional Obligations issued on a parity of lien with the Series 2017 Bonds 
may be secured by one or more debt service reserve funds, which debt service reserve funds, if any, will not 
secure such Series 2017 Bonds. The issuances of Additional Obligations would increase the debt service 
requirements and could adversely affect debt service coverage on the Series 2017 Electric System 
Bonds, the Series 2017 Gas System Bonds and Series 2017 Water System Bonds. See “APPENDIX F – 
SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC SYSTEM RESOLUTION - Additional 
Revenue Obligations”; “APPENDIX G – SUMMARY OF CERTAIN PROVISIONS OF THE GAS 
SYSTEM RESOLUTION-Additional Revenue Obligations” and “APPENDIX H – SUMMARY OF 
CERTAIN PROVISIONS OF THE WATER SYSTEM RESOLUTION-Additional Revenue Obligations.” 
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Early Payment Prior to Maturity  
The Series 2017 Bonds may be subject to optional redemption prior to maturity.  See “REDEMPTION 

PROVISIONS – Redemption Provisions for the Series 2017 Electric System Bonds, – Redemption 
Provisions for the Series 2017 Gas System Bonds, and – Redemption Provisions for the Series 2017 Water 
System Bonds” herein. A prospective investor should consider this right when making any investment 
decision. Following a redemption, the owners of any Series 2017 Bond that are redeemed may not be able to 
reinvest their funds at a comparable interest rate.   

 
Limited Protection Against Loss of Tax Exemption 

There is no provision for the redemption of any of the Series 2017 Bonds or for the payment of 
additional interest on any of the Series 2017 Bonds in the event that interest on any of the Series 2017 Bonds 
becomes includable in gross income for federal income tax purposes. In the event that interest on the Series 
2017 Electric System Bonds, the Series 2017 Gas System Bonds and Series 2017 Water System Bonds 
becomes includable in gross income for federal income tax purposes, the value and marketability of such 
Series 2017 Electric System Bonds, the Series 2017 Gas System Bonds and Series 2017 Water System 
Bonds would likely be adversely affected. The City and MLGW have, however, covenanted not to do anything 
that would adversely affect the tax-exempt status of the Series 2017 Bonds. 

 
Other Risk Factors 

In the future, the following additional factors, among others, may adversely affect the operations 
of utility providers, including MLGW, to an extent that cannot be determined at this time: 

 

(1) The City is located within the New Madrid seismic zone, an area identified by the United States 
Geological Survey as the most earthquake-prone region of the United States east of the Rocky Mountains. 
MLGW has implemented seismic design and mitigation programs for its Electric, Gas and Water Systems, 
but seismic activity in or near the City could cause significant damage to MLGW’s facilities and disrupt the 
activities of MLGW and its customers. 

(2) The ability of, and costs to, MLGW to insure or otherwise protect itself against property damage and 
general liability claims. 

(3) MLGW’s inability to secure and provide electricity, gas and water. 

(4) Proposals to eliminate the tax-exempt status of bonds issued by MLGW, or to limit the use of such 
tax-exempt bonds, which have been made in the past, and which may be made again in the future. The 
adoption of such proposals would increase the cost to MLGW of financing future capital needs. 

CONTINUING DISCLOSURE 

In order to provide continuing disclosure with respect to the Series 2017 Bonds and to assist the 
Underwriters  in complying with Rule 15c2-12(b)(5) of the Securities and Exchange Commission (the “SEC”) 
promulgated pursuant to the Securities Exchange Act of 1934, as in effect on the date hereof (the "Rule"), 
simultaneously with the issuance of the Series 2017 Bonds, the City and MLGW will enter into separate 
Continuing Disclosure Certificates for the benefit of the Beneficial Owners of the Series 2017 Electric System 
Bonds, the Series 2017 Gas System Bonds and the Series 2017 Water System Bonds (collectively, the 
“Disclosure Certificate”). Under the Disclosure Certificate, the City, as an “obligated person” under the Rule, 
will agree and undertake to cause MLGW to provide annually certain financial information and operating data 
relating to MLGW and the Series 2017 Bonds (the “Annual Report”) and notices of the occurrence of certain 
enumerated events with respect to the Series 2017 Bonds, all as more particularly described in the Disclosure 
Certificate. 

The Disclosure Certificate provides that designated annual financial information and operating data 
relating to MLGW, the Electric Division, the Gas Division and the Water Division, and notices of the 
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occurrence of certain enumerated events will be provided under the Disclosure Certificate.  The Annual 
Report and notices of certain enumerated events (as described in the applicable Disclosure Certificate) will be 
filed by MLGW, on behalf of the City, with the centralized information repository developed and operated by 
the Municipal Securities Rulemaking Board (“MSRB”) through the Electronic Municipal Market Access
(“EMMA”) in an electronic format prescribed by the MSRB.  These covenants have been made in order to 
assist the Underwriters in complying with the Rule. Such undertaking shall only apply so long as the 
applicable Series 2017 Bonds remain outstanding; provided, however, that the undertaking shall terminate 
upon the termination of the continuing disclosure requirements of the Rule by legislative, judicial or 
administrative action and may be amended as provided in the Disclosure Certificate. 
 

Within the previous five years, MLGW has not failed to comply in any material respect with any 
previous undertaking with regards to the Rule to provide certain annual financial information and material 
event notices. 

MLGW and the City each has a system in place for compliance with its outstanding continuing 
disclosure obligations under similar undertakings or certificates. See “APPENDIX I-1 – FORM OF 
CONTINUING DISCLOSURE CERTIFICATE RELATED TO THE SERIES 2017 ELECTRIC SYSTEM 
BONDS” attached hereto, “APPENDIX I-2 – FORM OF CONTINUING DISCLOSURE CERTIFICATE 
RELATED TO THE SERIES 2017 GAS SYSTEM BONDS” attached hereto, and “APPENDIX I-3 – FORM 
OF CONTINUING DISCLOSURE CERTIFICATE RELATED TO THE SERIES 2017 WATER SYSTEM 
BONDS” attached hereto. 

The City previously entered into continuing disclosure undertakings with its underwriters, as an 
“obligated person” under the Rule (the “Undertakings”). In the period beginning five years prior to the date of 
this official statement (the “Compliance Period”), the City has, on several instances during the Compliance 
Period, failed to comply, in all material respects, with certain provisions of the Undertakings, including: (a) 
failing to timely file certain annual financial information, including its audited financial statements for Fiscal 
Year 2012; (b) failing to provide certain required annual financial information in its annual filings; and (c) 
failing to file or timely file certain notices, including event notices relating to ratings changes, notices of 
defeasance and notices of failures to submit required annual financial information before the date specified in 
the Undertakings. 

The following disclosure is being provided by the City for the sole purpose of complying with the 
hereinafter defined Order: 

In March 2014, the SEC announced its Municipal Continuing Disclosure Cooperation (“MCDC”) 
Initiative, a voluntary self-reporting program, intended to address potentially widespread violations by 
municipal issuers and underwriters of the federal securities laws relating to continuing disclosure compliance 
reporting in municipal bond offering documents. The MCDC Initiative offered favorable settlement terms to 
issuers that self-report securities law violations, relating to material misstatements or omissions in bond 
documents about compliance with an issuer’s prior undertakings as to continuing disclosure. After a review of 
its compliance record, as noted above, in November 2014, the City determined to self-report to the SEC by 
submitting an MCDC Questionnaire. On February 22, 2016, following discussion with the SEC staff, the City 
filed an Offer of Settlement.  

On August 24, 2016, In the Matter of the City of Memphis, Tennessee (the “Respondent”), the SEC 
entered an Order Instituting Cease-and-Desist Proceedings Pursuant to Section 8A of the Securities Act of 
1933, Making Findings, and Imposing Remedial Sanctions and a Cease-and-Desist Order (the “Order”). The 
order contains no monetary penalties, but orders the Respondent to cease and desist from committing or 
causing any violations and any future violations of Section 17(a)(2) of the Securities Act of 1933, and orders 
the Respondent to comply with the following undertakings: 
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(a) Within 180 days of the Order, establish appropriate written policies and procedures and periodic 
training regarding continuing disclosure obligations to effect compliance with the federal 
securities laws, including the designation of an individual or officer at Respondent responsible 
for ensuring compliance by Respondent with such policies and procedures and responsible for 
implementing and maintaining a record (including attendance) of such training. 

(b) Within 180 days of the entry of the Order, comply with existing continuing disclosure 
undertakings, including updating past delinquent filings if Respondent is not currently in 
compliance with its continuing disclosure obligations. 

(c) For good cause shown, the SEC staff may extend any of the procedural dates relating to the 
undertakings. Deadlines for procedural dates shall be counted in calendar days, except that if the 
last day falls on a weekend or federal holiday, the next business day shall be considered the last 
day. 

(d) Disclose in a clear and conspicuous fashion the terms of settlement in any final official statement 
for an offering by Respondent within five years of the institution of the proceedings. 

(e) Certify, in writing, compliance with the undertakings set forth above. The certification shall 
identify the undertakings, provide written evidence of compliance in the form of a narrative, and 
be supported by exhibits sufficient to demonstrate compliance. The SEC staff may make 
reasonable requests for further evidence of compliance, and Respondent agrees to provide such 
evidence. The certification and supporting material shall be submitted to LeeAnn Ghazil Gaunt, 
Chief, Public Finance Abuse Unit, Securities and Exchange Commission, 33 Arch Street, 23rd 
Floor, Boston, MA 02110-1424, with a copy to the Office of Chief Counsel of the Division of 
Enforcement (the “Division”), no later than one-year anniversary of the institution of the 
proceedings.  

(f) Cooperate with any subsequent investigation by the Division regarding the false statement(s) 
and/or material omission(s), including the roles of individuals and/or other parties involved. 

On April 28, 2017, the SEC granted the City a 90-day extension to the 180-day time period for 
compliance contained in the undertaking referenced in paragraph (b) above, as permitted by paragraph (c) 
above. 

In accordance with the Order, the City has, within the prescribed or extended periods granted by the 
SEC, undertaken measures to comply with the Order, including establishing a written policy, updating past 
delinquent filings, designating an official responsible for ensuring compliance and training, so that it has met 
its undertakings and timely certified compliance with the Order. 

TAX MATTERS 

General 
Legal matters incident to the authorization, validity, and issuance of the Series 2017 Bonds are 

subject to the approving opinions of Allan J. Wade, PLLC, Memphis, Tennessee, and Butler Snow LLP, 
Memphis, Tennessee (“Co-Bond Counsel”) whose opinions will be available at the time of delivery of the 
Series 2017 Bonds. It is anticipated that the approving opinions will be in substantially the forms attached 
hereto as Appendices J-1, J-2 and J-3, respectively.  Co-Bond Counsel’s opinions will be based on existing 
law on the date of the opinions, which law is subject to change, and based on Co-Bond Counsel’s knowledge 
of facts as of the date thereof. Co-Bond Counsel expressly disavow any duty to address the likelihood or 
effect of any future event or circumstance or to update or supplement their opinions to reflect any facts or 
circumstances that may thereafter come to Co-Bond Counsel’s attention or to reflect any changes in 
applicable law that may occur thereafter or become effective thereafter.  
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In the opinion of Co-Bond Counsel, based on existing statutes, regulations, rulings, and court 
decisions, and assuming, among other things, continuous compliance with certain covenants by the City and 
the Division and the accuracy of the certifications and representations of the City and the Division, interest on 
the Series 2017 Bonds will be excludable from gross income for federal income tax purposes and will not be 
an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and 
corporations; provided, however, with respect to corporations (as defined for federal income tax purposes), 
such interest is taken into account in determining adjusted current earnings for the purpose of computing the 
federal alternative minimum tax imposed on certain corporations. Co-Bond Counsel express no opinion 
regarding other federal tax consequences related to the accrual or receipt of interest on the Series 2017 Bonds 
or otherwise related to the Series 2017 Bonds. 

Co-Bond Counsel also are of the opinion that, under existing law, the Series 2017 Bonds and the 
income therefrom are exempt from all present state, county and municipal taxes in Tennessee except (a) 
inheritance, transfer and estate taxes, (b) Tennessee excise taxes on all or a portion of the interest on the 
Series 2017 Bonds during the period the Series 2017 Bonds are held or beneficially owned by any 
organization or entity other than a sole proprietorship or general partnership, doing business in the State of 
Tennessee, and (c) Tennessee franchise taxes by reason of the inclusion of the book value of the Series 2017 
Bonds in the Tennessee franchise tax base of any organization or entity, other than a sole proprietorship or 
general partnership, doing business in the State of Tennessee.  Ownership of the Series 2017 Bonds or interest 
thereon may be subject to state or local taxation in jurisdictions other than the State of Tennessee under 
applicable state or local laws, as to which Co-Bond Counsel express no opinion. Each prospective investor 
and purchaser of the Series 2017 Bonds should consult its, his or her own tax advisor regarding the status of 
the interest on the Series 2017 Bonds in a particular state or local jurisdiction other than Tennessee. 

Ownership of the Series 2017 Bonds may result in other collateral federal income tax consequences to 
certain taxpayers. Co-Bond Counsel express no opinion regarding any collateral tax consequences related to 
the Series 2017 Bonds. Prospective investors and purchasers of the Series 2017 Bonds should consult their tax 
advisors as to the applicability and impact of any such collateral consequences.  

In rendering their opinions that the interest on the Series 2017 Bonds will be excludable from gross 
income for federal income tax purposes, Co-Bond Counsel will (a) rely upon certified proceedings, 
certifications and representations of public officials and representatives of the City and the Division 
(including representations and covenants as to the use and investment of the proceeds of the Series 2017 
Bonds), without undertaking to verify the same by independent investigation, as to questions of fact material 
to its opinion, and (b) assume continuous compliance by each of the City and the Division with its covenants 
and representations relating to the Series 2017 Bonds, including covenants and representations relating to the 
use and investment of the proceeds of the Series 2017 Bonds and compliance with the requirements of the 
Internal Revenue Code of 1986, as amended (the “Code”), and the regulations promulgated thereunder that 
must be satisfied subsequent to the issuance of the Series 2017 Bonds in order for the interest on the Series 
2017 Bonds to be and continue to be excludable from gross income for federal income tax purposes.  The 
inaccuracy of any such representations or noncompliance with such covenants may cause interest on the 
Series 2017 Bonds to become includable in gross income for federal income tax purposes retroactive to the 
date of issuance of the Series 2017 Bonds.  

As noted above, the proposed forms of the approving opinions of Co-Bond Counsel are set forth in 
Appendices J-1, J-2 and J-3, respectively, to this Official Statement. The actual legal opinions to be delivered 
may vary from the forms in the Appendices if necessary to reflect facts and law on the date of initial issuance 
and delivery of the Series 2017 Bonds. Co-Bond Counsel’s approving opinions will speak only as of their 
date, and subsequent distribution of such opinion or the proposed form thereof by republication, recirculation 
or the continued availability of this Official Statement or otherwise shall create no implication that Co-Bond 
Counsel has reviewed or expresses any opinion concerning any of the matters referred to in the opinion 
subsequent to its date. 
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Original Issue Discount 
The Series 2017 Water System Bonds maturing on December 1 of the years 2036 and 2037 (the 

“Discount Bonds”) are being offered and sold to the public at an original issue discount (“OID”) from the 
amounts payable at maturity thereon. OID is the excess of the stated redemption price of a bond at maturity 
(the face amount) over the “issue price” of such bond. The issue price is the initial offering price to the public 
(other than to bond houses, brokers or similar persons acting in the capacity of underwriters or wholesalers) at 
which a substantial amount of bonds of the same maturity are sold pursuant to that initial offering. For federal 
income tax purposes, OID on a bond will accrue over the term of the bond, and for the Discount Bonds, the 
amount of accretion will be based on a single rate of interest, compounded semiannually (the “yield to 
maturity”).  The amount of OID that accrues during each semi-annual period will do so ratably over that 
period on a daily basis. With respect to an initial purchaser of a Discount Bond at its issue price, the portion 
of OID that accrues during the period that such purchaser owns the Discount Bond is added to such 
purchaser’s tax basis for purposes of determining gain or loss at the maturity, redemption, sale or other 
disposition of that Discount Bond and thus, in practical effect, is treated as stated interest, which is excludable 
from gross income for federal income tax purposes.  Holders of Discount Bonds should consult their own tax 
advisors as to the treatment of OID and the tax consequences of the purchase of such Discount Bonds other 
than at the issue price during the initial public offering and as to the treatment of OID for state tax purposes. 

 
Original Issue Premium 

The Series 2017 Electric System Bonds maturing on December 1 in the years 2018 through 2037, the 
Series 2017 Gas System Bonds maturing on December 1 in the years 2018 through 2037 and the Series 2017 
Water System Bonds maturing on December 1 in the years 2018 through 2035 (the “Premium Bonds”) have 
an issue price that is greater than the amount payable at maturity of such Premium Bonds. A purchaser of a 
Premium Bond must amortize any premium over such Premium Bond’s term using constant yield principles, 
based on the Premium Bond’s yield to maturity. As premium is amortized, the purchaser’s basis in such 
Premium Bond and the amount of tax-exempt interest received will be reduced by the amount of amortizable 
premium properly allocable to such purchaser.  This will result in an increase in the gain (or decrease in the 
loss) to be recognized for federal income tax purposes on sale or disposition of such Premium Bond prior to 
its maturity. Even though the purchaser’s basis is reduced, no federal income tax deduction is allowed. 
Purchasers of any Premium Bond, whether at the time of initial issuance or subsequent thereto, should consult 
their tax advisors with respect to the determination and treatment of premium for federal income tax purposes, 
and with respect to state and local tax consequences of owning such Premium Bonds. 

Miscellaneous 
The foregoing is a general discussion of certain limited federal income tax matters and does not 

purport to deal with all tax questions related to the Series 2017 Bonds that may be relevant to particular 
investors or circumstances. Moreover, certain tax matters relevant to purchasers of Series 2017 Bonds 
following issuance may differ from those relevant to purchasers of Series 2017 Bonds upon issuance.  
Prospective investors and purchasers of the Series 2017 Bonds should consult their own tax advisors with 
respect to such tax matters related to the Series 2017 Bonds.  

Changes in Federal and State Tax Laws 
From time to time, there are legislative proposals introduced and regulatory actions proposed or 

announced at the federal or state level that, if enacted, could alter or amend directly or indirectly relevant 
federal and state tax matters, including, without limitation, those mentioned hereinabove, or could adversely 
affect the market value of the Series 2017 Bonds.  For example, there have been recent legislative proposals 
that if enacted would limit the amount of certain exclusions (including tax-exempt interest) and deductions 
available to certain high-income taxpayers, and as a result could affect the market price or marketability of the 
Series 2017 Bonds.  In addition, Congress is considering various legislative proposals to reduce the federal 
budget deficit and the federal debt, and some of these proposals as well as other future proposals, if enacted, 
could affect the tax status and/or market price or marketability of state and local obligations, which could 
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include the Series 2017 Bonds.  It cannot be predicted whether or when or in what form any such legislative 
or regulatory proposal might be enacted or implemented or whether if enacted or implemented it would apply 
to tax-exempt obligations issued prior to enactment or implementation.  In addition, from time to time 
litigation is threatened or commenced which, if concluded in a particular manner, could adversely affect 
relevant tax matters or the market value of the Series 2017 Bonds.  It cannot be predicted how any particular 
litigation or judicial action will be resolved or whether the Series 2017 Bonds or the market value thereof 
would be impacted thereby.  Purchasers of the Series 2017 Bonds should consult their tax advisors regarding 
any pending or proposed legislation, regulatory initiatives or litigation. The opinions expressed by Co-Bond 
Counsel are based upon existing legislation and regulations as interpreted by relevant judicial and regulatory 
authorities as of the date of issuance and delivery of the Series 2017 Bonds and Co-Bond Counsel expresses 
no opinion as of any date subsequent thereto or with respect to any pending or proposed legislation, 
regulatory initiatives or litigation. 

LEGAL MATTERS 

Certain legal matters incident to the authorization, issuance, validity, sale and delivery of the Series 
2017 Bonds are subject to the approving opinions of Co-Bond Counsel, whose approving opinions will be 
delivered concurrently with the issuance of the Series 2017 Bonds. The legal opinions will speak only as of 
their dates and subsequent distribution of them by recirculation of this Official Statement or otherwise shall 
not create any implication that subsequent to the date of the legal opinions Co-Bond Counsel has affirmed its 
opinions.  The proposed text of the legal opinions of Co-Bond Counsel are attached hereto as “APPENDIX J-
1 - PROPOSED FORM OF CO-BOND COUNSEL OPINION FOR THE SERIES 2017 ELECTRIC 
SYSTEM BONDS,” “APPENDIX J-2 - PROPOSED FORM OF CO-BOND COUNSEL OPINION FOR 
THE SERIES 2017 GAS SYSTEM BONDS” and “APPENDIX J-3 - PROPOSED FORM OF CO-BOND 
COUNSEL OPINION FOR THE SERIES 2017 WATER SYSTEM BONDS.”  The actual legal opinions to 
be delivered may vary from the text of Appendix J-1, J-2 and Appendix J-3, if necessary, to reflect facts and 
law on the date of delivery of the Series 2017 Bonds. Certain legal matters will be passed on for the 
Underwriters by Charles E. Carpenter, A Professional Corporation, Memphis, Tennessee. 

The legal opinions to be delivered concurrently with the delivery of the Series 2017 Bonds express 
the professional judgment of the attorneys rendering the opinions regarding the legal issues expressly 
addressed therein. By rendering a legal opinion, the attorneys providing such opinions do not become insurers 
or guarantors of the result indicated by that expression of professional judgment, of the transaction on which 
the opinion is rendered, or of the future performance of parties to the transaction.  The rendering of an opinion 
does not guarantee the outcome of any legal dispute that may arise out of the transaction.  

FINANCIAL STATEMENTS 

      The basic financial statements of MLGW for the year ended December 31, 2016, have been audited 
by Mayer Hoffman McCann P.C., Memphis, Tennessee, independent auditors, and are attached hereto as 
“APPENDIX E - AUDITED FINANCIAL STATEMENTS OF MLGW FOR THE FISCAL YEAR ENDED 
DECEMBER 31, 2016.”   

MUNICIPAL ADVISORS 

Stephens Inc., Nashville, Tennessee and ComCap Partners, Memphis, Tennessee, are serving as 
Municipal Advisors to MLGW in connection with the issuance of the Series 2017 Bonds. Stephens Inc.  and 
ComCap Partners, in their capacity as Municipal Advisors have relied upon the opinion of Co-Bond Counsel 
and have not verified and do not assume any responsibility for the information, covenants and representations 
contained in any of the legal documents with respect to the federal or state income tax status of the Series 
2017 Bonds or the possible impact of any present, pending or future actions taken by any legislative or 
judicial bodies. The information set forth herein has been obtained from MLGW and the City and other 
sources believed to be reliable, but has not been independently verified by the Municipal Advisors. 
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The Municipal Advisors’ fee for services rendered with respect to the sale of the Series 2017 Bonds is 
contingent upon the issuance and delivery of the Series 2017 Bonds. 

The Municipal Advisors have reviewed the information in this Official Statement in accordance with, 
and as part of, their responsibilities to MLGW and, as applicable, to investors under the federal securities laws 
as applied to the facts and circumstances of this transaction, but the Municipal Advisors do not guarantee the 
accuracy or completeness of such information. 

 
RATINGS 

Moody's Investors Service, Inc. (“Moody's”) and S&P Global Ratings (“S&P” and, together with 
Moody's, the “Rating Agencies”) have assigned the Series 2017 Electric System Bonds the ratings of “Aa2” 
(with stable outlook) and “AA” (with stable outlook), respectively, have assigned the Series 2017 Gas System 
Bonds the ratings of “Aa1” and “AA-“ (with stable outlook), respectively, and have assigned the Series 2017 
Water System Bonds the ratings of “Aa1” and “AAA” (with stable outlook),  respectively. The ratings reflect 
only the respective views of such organizations, and the City makes no representation as to the 
appropriateness of the ratings. Any explanation of the significance of the ratings may be obtained only from 
the respective rating agency furnishing the same at the following addresses: Moody’s Investors Services, Inc., 
7 World Trade Center at 250 Greenwich Street, New York, NY 10007; S& P Global Ratings, 55 Water Street, 
New York, New York 10041. The City furnished to each rating agency certain information and materials, 
some of which may not have been included in this Official Statement, relating to the City, MLGW and its 
outstanding debt. Generally, rating agencies base their ratings upon such information and materials and upon 
investigations, studies and assumptions by the ratings agencies. There is no assurance that such ratings will 
continue for any given period of time or that they will not be revised downward or withdrawn entirely by any 
or all of such rating companies, if in the judgment of any or all companies, circumstances so warrant. Any 
such downward revision or withdrawal of such ratings, or any of them, may have an adverse effect on the 
market price of the Series 2017 Bonds. Neither the City nor MLGW undertake any responsibility to oppose 
any such revision or withdrawal. 

UNDERWRITING 

Raymond James & Associates, Inc. (the “Representative”) has entered into a Bond Purchase 
Agreement among the Representative, on behalf of itself and the other underwriters listed in the front cover 
page of this Official Statement as underwriters for the Series 2017 Bonds (collectively, the “Underwriters”), 
the City and MLGW (the “Electric System Bond Purchase Agreement”) pursuant to which the Underwriters 
have agreed to jointly and severally purchase the Series 2017 Electric System Bonds at a price equal to 
$101,385,078.85 (representing the principal amount of the Series 2017 Electric System Bonds of 
$90,000,000.00, less an underwriting discount of $315,000.00, plus a bond premium of $11,700,078.85.)  

The Representative has also entered into a separate Bond Purchase Agreement among the 
Representative, on behalf of itself and the Underwriters, the City and MLGW (the “Gas System Bond 
Purchase Agreement”) to purchase the Series 2017 Gas System Bonds at a price equal to $46,634,336.80 
(representing the principal amount of the Series 2017 Gas System Bonds of $40,000,000.00, less an 
underwriting discount of $140,000.00, plus a bond premium of $6,774,336.80.)   

The Representative has also entered into a separate Bond Purchase Agreement among the 
Representative, on behalf of itself and the Underwriters, the City and MLGW (the “Water System Bond 
Purchase Agreement”) to purchase the Series 2017 Water System Bonds at a price equal to $27,605,228.90 
(representing the principal amount of the Series 2017 Water System Bonds of $25,000,000.00, less an 
underwriting discount of $87,500.00, plus a net bond premium of $2,692,728.90.)  



48 

The Electric System Bond Purchase Agreement, the Gas System Bond Purchase Agreement and the 
Water System Bond Purchase Agreement (collectively, the “Bond Purchase Agreements”) provide that the 
obligations of the Underwriters to accept delivery of each of the Series 2017 Electric System Bonds, the 
Series 2017 Gas System Bonds and the Series 2017 Water System Bonds are subject to various conditions set 
forth in the applicable Bond Purchase Agreements, but the Underwriters will be obligated to purchase all of 
the Series 2017 Electric System Bonds, the Series 2017 Gas System Bonds and the Series 2017 Water System 
Bonds (as applicable), if any are purchased. The Underwriters reserve the right to join with dealers and other 
underwriters in offering the Series 2017 Bonds to the public. 

The prices and other terms with respect to the offering and sale of the Series 2017 Bonds may be 
changed from time to time by the Underwriters after such Series 2017 Bonds are released for sale, and the 
Series 2017 Bonds may be offered and sold at prices other than the initial offering prices, including sales to 
dealers who may sell the Series 2017 Bonds into investment accounts. 

 
SunTrust Robinson Humphrey, Inc. (“STRH”), one of the underwriters of the Series 2017 Bonds, has 

entered into an agreement (the “Distribution Agreement”) with SunTrust Investment Services, Inc. (“STIS”) 
for the retail distribution of certain municipal securities offerings, including the Series 2017 Bonds. Pursuant 
to the Distribution Agreement, STRH will share a portion of its underwriting or remarketing agent 
compensation, as applicable, with respect to the Series 2017 Bonds with STIS. STRH and STIS are both 
subsidiaries of SunTrust Banks, Inc. SunTrust Robinson Humphrey is the trade name for certain capital 
markets and investment banking services of SunTrust Banks and its subsidiaries. 

 
PROSPECTIVE FINANCIAL AND OPERATING 

INFORMATION AND FORWARD LOOKING STATEMENTS 

Prospective Financial and Operating Information 
The forecasted financial information and operating data set forth herein has been prepared by the 

management of MLGW to present the forecasted debt service coverage and forecasted operating data for the 
Electric Division, Gas Division and the Water Division after issuance of the Series 2017 Bonds.  The 
forecasted financial information and operating data was prepared, in the view of MLGW management, on a 
reasonable basis, and reflects the best currently available estimates and judgments and presents, to the best of 
management's knowledge and belief, the expected course of action and the expected future financial 
performance of MLGW.  Such forecasted financial information was not prepared with a view towards 
complying with any applicable guidelines established by the American Institute of Certified Public 
Accountants with respect to such prospective information.  This information is not fact and should not be 
relied upon as necessarily indicative of future results, and potential investors are cautioned not to place undue 
reliance on the forecasted financial information or operating data.  Neither MLGW's independent auditors, nor 
any other independent accountants or consultants, have compiled, examined, or performed any procedures 
with respect to the prospective financial information or operating data contained herein, nor have they 
expressed any opinion or any form of assurance on such information or its achievability, and assume no 
responsibility for, and disclaim any association with, such prospective information.  

The assumptions and estimates underlying the prospective financial information and operating data 
are inherently uncertain and, though considered reasonable by the management of MLGW as of the date of 
this Official Statement, are subject to a wide variety of significant business, economic and competitive risks 
and uncertainties that could cause actual results to differ materially from those forecasted. 

Accordingly, there can be no assurance that forecasted results are indicative of the future performance 
of MLGW or that actual results will not be materially higher or lower than those forecasted.  Inclusion of the 
prospective financial information and operating data in this Official Statement should not be regarded as a 
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representation by the City, MLGW, the Underwriters or any other person that the forecasted results will be 
achieved. 

MLGW does not generally publish its business plans and strategies or make external forecasts of its 
anticipated financial position or results of operations.  Accordingly, MLGW does not intend to update or 
otherwise revise the prospective financial information and operating data to reflect circumstances existing 
since its preparation or to reflect the occurrence of unanticipated events, even in the event that any or all of 
the underlying assumptions are shown to be in error.  Furthermore, MLGW does not intend to update or 
revise the prospective financial information and operating data to reflect changes in general economic or 
industry conditions. 

Forward Looking Statements 
Use of the words “shall” or “will” in this Official Statement or in summaries of documents to describe 

future events or continuing obligations is not intended as a representation that such event or obligation will 
occur but only that the document contemplates or requires such event to occur or obligation to be fulfilled. 

Certain statements included or incorporated by reference in this Official Statement constitute 
“forward looking statements.”  Such statements generally are identifiable by the terminology used, such as 
“plan,” “expect,” “estimate,” “budget” or other similar words.  Such forward looking statements include but 
are not limited to certain statements contained in the information under the captions “FINANCIAL 
FACTORS RELATED TO ELECTRIC DIVISION – Forecasted Debt Service Coverage,” “FINANCIAL 
FACTORS RELATED TO GAS DIVISION – Forecasted Debt Service Coverage,” “FINANCIAL FACTORS 
RELATED TO WATER DIVISION – Forecasted Debt Service Coverage,” “CAPITAL IMPROVEMENT 
PROGRAM OF ELECTRIC DIVISION AND SOURCES OF FUNDING,” CAPITAL IMPROVEMENT 
PROGRAM OF GAS DIVISION AND SOURCES OF FUNDING,” “CAPITAL IMPROVEMENT 
PROGRAM OF WATER DIVISION AND SOURCES OF FUNDING” herein and “APPENDIX A –
 OPERATING INFORMATION PERTAINING TO THE ELECTRIC DIVISION,” “APPENDIX B –
 OPERATING INFORMATION PERTAINING TO THE GAS DIVISION”  and “APPENDIX C –
 OPERATING INFORMATION PERTAINING TO THE WATER DIVISION” attached hereto.  The 
achievement of certain results or other expectations contained in such forward looking statements involve 
known and unknown risks, uncertainties and other factors that may cause actual results, performance or 
achievements to be materially different from any future results, performance or achievements expressed or 
implied by such forward looking statements included in this Official Statement.  Aside from its customary 
financial reporting activities, the City does not plan to issue any updates or revisions to those forward looking 
statements if or when its expectations or events, conditions or circumstances on which such statements are 
based occur, subject to any contractual or legal responsibilities to the contrary. 

MISCELLANEOUS 

The references, excerpts and summaries of all documents referred to herein do not purport to be 
complete statements of the provisions of such documents and reference is directed to all such documents for 
full and complete statements of all matters of fact relating to the Series 2017 Bonds, the security for and the 
source for repayment for the Series 2017 Bonds and the rights and obligations of the bondholders.  Copies of 
such documents may be obtained as specified under the caption “INTRODUCTION - Other Information” 
herein. 

The information contained in this Official Statement, including in the appendices, has been obtained 
from representatives of the City, MLGW, the Underwriters and from public documents, records and other 
sources considered to be reliable.  The Underwriters have reviewed the information in this Official Statement 
in accordance with, and as part of, its responsibilities to investors under the federal securities laws as applied 
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to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or 
completeness of such information. 

Neither this Official Statement nor any statement which may have been made orally or in writing is to 
be construed as a contract with the owners of the Series 2017 Bonds.  

[SIGNATURES ON THE FOLLOWING PAGE]
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AUTHORIZATION OF AND CERTIFICATION 
CONCERNING OFFICIAL STATEMENT 

The execution and delivery of this Official Statement, and its distribution and use by the 
Underwriters, have been duly authorized and approved by the City and MLGW. 

 CITY OF MEMPHIS, TENNESSEE 

By:   /s/ Jim Strickland 
 Jim Strickland 
 Mayor 

 MEMPHIS LIGHT, GAS AND WATER 
DIVISION 

By:    /s/ Jerry R. Collins, Jr. 
 Jerry R. Collins, Jr. 
 President and Chief Executive Officer 
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ELECTRIC SYSTEM 

General 

The Electric Division serves the City and Shelby County pursuant to a franchise granted by the State of 
Tennessee in the City Charter. The City holds title to real property used in the Electric Division's 
operations, including easements deemed adequate by MLGW on properties not required to be held in fee 
simple. 

 
For the twelve months ended December 31, 2016, operating revenues of the Electric Division totaled 

$1,249,535,000 and were derived principally from the sale of electricity to an average of 426,816 
customers during that period. Substantially, all of the Electric Division’s required engineering, design, 
construction and operation functions are performed by MLGW personnel. As needed, the Electric 
Division contracts with independent contractors for certain services including street lighting and underground 
conduit construction. The Electric Division purchases its entire power supply from the Tennessee Valley 
Authority (“TVA”).  

Source of Electric Power 

The Electric Division does not generate any electric power but purchases its entire supply from TVA 
pursuant to the Power Contract. The Power Contract is subject to automatic one-year extensions on January 
1st of each year. Except as provided in the Supplemental Contract, MLGW has the right to terminate the 
Power Contract upon not less than five years written notice to TVA, and TVA has the right to terminate the 
Power Contract upon not less than ten years’ prior written notice to MLGW (or five years if TVA’s 
discretionary wholesale rate-setting authority has been removed by any statute). Subject only to the limitation 
that MLGW purchases a specified minimum amount of electric power from TVA during the Prepayment Term, 
MLGW shall not be limited to fully exercise any rights arising pursuant to contract, Act of Congress, 
executive order, court decision or regulatory action, or any other right or opportunity under any program 
offered by TVA to reduce the level of purchases from TVA and become a partial requirements customer 
of TVA. In the event the Power Contract is terminated, the Power Contract provides that TVA may not 
seek to recover “stranded costs” from MLGW for any period after September 30, 2007. 

 
Under the Power Contract, TVA agrees to supply the amount of electric power required for service to 

the Electric Division’s customers and the Electric Division agrees to purchase all of its electric power from 
TVA. Provided the Electric Division continues to purchase at least the Baseload Requirement from TVA, 
TVA’s Delivery Obligation shall be absolute and unconditional, and shall not be terminated, extinguished, 
diminished or otherwise impaired by any circumstance of any character during the Prepayment Term, 
including (i) any loss, destruction of, damage to, or inability to continue to use for any reason any or all 
electric generating plants owned or controlled by TVA or any part thereof for any reason whatsoever, (ii) any 
loss, destruction of, damage to or inability to continue to use for any reason any or all facilities for the 
transmission of electricity owned or controlled by TVA, (iii) the inability of TVA for any reason to 
purchase electricity generated by others and to supply such purchased power to the Electric Division, (iv) 
any event of force majeure or frustration, and (v) any legal requirement similar or dissimilar to the 
foregoing, any future law to the contrary notwithstanding. In addition, provided the Electric Division 
continues to purchase the Baseload Requirement, the Delivery Obligation shall not be excused or reduced by 
any reduction in the Electric Division’s purchases of electric power from TVA under the Power Contract, 
whether pursuant to any change in law or similar occurrence permitting the Electric Division to purchase 
only a portion of its electric power requirements from TVA or for any other reason. 
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MLGW and TVA entered into the Supplemental Contract in 2003 as a supplement to the terms and 
conditions of the Power Contract. TVA has agreed in the Supplemental Contract to provide the Prepaid 
capacity to the Electric Division over the 15-year Prepayment Term and will provide to the Electric 
Division a monthly credit to the charges for electric power supply under the Power Contract. In exchange, 
the Electric Division has agreed to purchase a certain minimum amount of power from TVA under the 
Power Contract over the 15-year Prepayment Term. 

 

The power sold to the Electric Division is supplied from the entire TVA system and not from a 
specific generating facility. While there can be no assurance that TVA can or will meet the future power 
demands of its customers, including the Electric Division, MLGW believes that TVA projections indicate 
sufficient capacity to meet such demands for the foreseeable future. The Electric Division is TVA’s largest 
customer. The Power Contract provides that the Electric Division may sell power to all customers in its 
service area, except certain federal installations and large consumers, which TVA may serve directly. The 
Naval Support Activity at Millington, Tennessee, the Nucor Steel Plant and Praxair Incorporated are the only 
such installations or consumers in MLGW’s service area currently served directly by TVA.

 
The cost and availability of power to the Electric Distribution System may be affected by, among 

other things, factors relating to TVA’s nuclear program, fuel supply, environmental considerations such as 
future legislation regulating the use of fossil fuel and addressing potential climate change, the construction 
and financing of future generating and transmission facilities, and other factors relating to TVA’s ability to 
supply the power demands of its customers including the Board. 

 
Rates 

MLGW may change its retail rate level only upon application by MLGW and approval of the City 
Council. If the rates and charges provided in the retail rate schedule applied for by MLGW and approved by 
the City Council do not produce Electric Revenues sufficient to provide for the operation and maintenance 
of the Electric Division on a self-supporting and financially sound basis, including requirements for interest 
and principal payments on indebtedness, the Power Contract provides that the City and the Board shall put 
into effect promptly such changes in rates and charges as will provide the increased Electric Revenues 
necessary to place the Electric Division upon a self-supporting and financially sound basis. If the rates 
and charges in effect at any time produce Electric Revenues which TVA finds are more than sufficient for 
such purposes, TVA, the City and MLGW shall agree upon a reduction in the rates and charges. Changes in 
wholesale rates by TVA are required by the Power Contract to be automatically passed on to the Electric 
Division's customers, with no requirement of approval by the City Council. Electric rates are not subject to 
regulation by state or federal commissions. 

 

Pursuant to the 1990 Supplement, TVA allows to MLGW a “transmission credit” on its wholesale 
bill, beginning April 1990 and retroactive to November 1988, calculated by applying specified percentage 
rates to the original installed cost of certain substation, transmission line and communication facilities owned 
by the City. This “transmission credit” provides additional operating revenue to MLGW. For the last five-
year period 2012-2016 the transmission credit has increased the Electric Division’s operating revenues by 
$29,172,646 in 2012, $30,765,300 in 2013, $31,483,096 in 2014, $32,564,985 in 2015, and $33,344,289 in 
2016. 
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The Electric Division’s Retail rates have changed 11 times in the years between 2005 and 2016 as a 
result of changes in TVA's wholesale rates and rate actions by MLGW. Due to changes imposed by TVA, rates 
were increased by 7.55% on September 26, 2005, 9.95% on March 27, 2006, decreased by 4.50% on September 25, 
2006, increased by 7.00% on March 28, 2008, increased 3.50% on September 25, 2008, increased 9.00% on 
September 30, 2009, increased 3.08% on September 30, 2011, increased 2.63% on October 1, 2013, increased 
1.94% on October 1, 2014, increased 1.90% on October 1, 2015, and increased 1.5% on October 1, 2016. 
Additionally, beginning in 2007, TVA began using a fuel cost adjustment mechanism to adjust its rates quarterly 
to reflect changing fuel and purchased power costs and changed the fuel cost adjuster (“FCA”) to a monthly 
adjustment in October 2009. MLGW’s rate actions since 2005 included a temporary one-year decrease of 
3.10% on December 26, 2007 which expired on December 31, 2008 and a decrease of 1.41% on January 4, 
2016. Additionally, the billing of streetlight fees was transferred from the City of Memphis to Memphis Light 
Gas and Water. Memphis Light Gas and Water has always maintained and repaired more than 100,000 
streetlights in Shelby County and billed the City of Memphis directly for energy and other costs related to 
street lighting inside the City. A City ordinance passed in June 2013 that now allows Memphis Light Gas and 
Water to bill streetlight fees to utility customers within the city limits.  
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The Electric Division's rates are among the lowest in the nation. The following table provides a 
comparison of the Electric Division's average monthly residential bill with the average monthly residential 
electric bill in selected other U.S. cities. 

 
MONTHLY RESIDENTIAL ELECTRIC BILLS IN SELECTED MAJOR U.S. CITIES 

 
City                          Monthly Bill (1) 
Rosemead, CA                             $266.38  
Boston, MA                             $212.49  
Salt Lake City, UT                         $167.95 
Los Angeles, CA                         $162.93  
Detroit, MI                         $153.41  
Milwaukee, WI                         $147.78 
Charleston, SC                         $145.91  
Pensacola, FL                         $131.43  
Birmingham, AL                         $128.39 
Dover, DE                         $127.98 
Las Vegas, NV                         $124.95 
Marietta, GA                         $121.32 
Phoenix, AZ                         $117.66 
Decatur, IL                         $116.96  
New Orleans, LA                         $115.24 
Nashville, TN                         $115.00  
Jacksonville, FL                         $114.62  
Indianapolis, IN                         $113.27  
Chattanooga, TN                         $111.62  
Jackson, TN                         $110.53  
Orlando, FL                         $110.24  
Springfield, IL                         $109.21  
Omaha, NE                         $108.33  
Knoxville, TN                         $108.06  
Myrtle Beach, SC                         $107.90  
Peoria, IL                         $107.84  
Kissimmee, FL                         $107.22  
Seattle, WA                         $106.28  
Bellevue, WA                         $104.71  
San Antonio, TX                         $104.71  
Charlotte, NC                         $103.07  
Louisville, KY                         $101.71  
Little Rock, AR                           $99.65  
Austin, TX                           $99.48  
Huntsville, AL                           $99.15 
Memphis, TN                           $98.97
Reno, NV                           $98.33  
Columbus, OH                           $98.00  
Lakeland, FL                           $97.27  
Springfield, MO                           $96.44 
Oklahoma City, OK                           $93.30  
Jackson, MS                           $92.27  
Tulsa, OK                           $89.84 
St. Louis, MO                           $88.94  
Dallas, TX                           $88.11  
Lincoln, NE                           $86.05  
Clewiston, FL                           $83.22  

   

(1) Based upon an assumed consumption of 1,000 kilowatt hours. 

        Source: Memphis Light, Gas and Water, 2017 Utility Bill Comparisons for Selected U.S. Cities. 
 



A-5 
 

Payments in Lieu of Taxes 

Tennessee law provides that a municipality may require a public works system to make payments in 
lieu of ad valorem property taxes (“PILOT”) on the property of the public works within the corporate limits 
of the municipality, in an amount not to exceed the taxes payable on privately owned property of a similar 
nature. Tennessee law further provides that such payments in lieu of taxes shall be made only from electric 
system revenues remaining after the payment of, or making reasonable provision for the payment of: (a) 
current electric system operating expenses, including salaries, wages, cost of materials and supplies, power at 
wholesale and insurance; (b) current payments of interest on indebtedness incurred or assumed by the 
municipality for the acquisition, extension, or improvement of the electric system, and the payment of 
principal amounts of such indebtedness, including sinking fund payments, when due; (c) reasonable 
reserves for renewals, replacements and contingencies; and (d) cash working capital adequate to cover 
operating expenses for a reasonable number of weeks. 

The Electric Division makes payments in lieu of tax to the City and the incorporated towns of Shelby 
County based on the formula provided by the Municipal Electric System Tax Equivalent Law of 1987. The 
formula includes a property tax equivalency calculation plus four percent of operating revenue less power 
costs (three-year average). For the year 2016, the Electric Division accrued $46.9 million, which represents a 
5.3 percent increase over the amount paid for 2015. 

 
Substations and Transmission System 

The Electric Division is connected to the TVA system through three 500/161 kV bulk power 
substations. One substation with two 500/161 kV transformers each rated at 1,243 MVA is located in 
Cordova, in eastern Shelby County. The second bulk power substation is in the northern Shelby County, 
northeast of Millington. The nameplate rating of the two 500/161 kV transformers at this substation is 1,325 
MVA for each. The third substation has one 550/161 kV transformer rated at 1,200 MVA and is located in 
the southern part of Shelby County, on the Tennessee-Mississippi border. The 500 kV grid into Shelby 
County consists of three 500 kV lines from the TVA system and two 500 kV interconnections with 
the South Central Electric Power Pool to the west into Arkansas. An additional source of power into the 
Electric Division is the TVA-owned Allen Generating Station in the southwest corner of Shelby County. 
The Allen Generating Station can produce 1,200 MW of power, and it is tied directly to MLGW’s 161 kV 
transmission system. 

 
Power supplied by TVA at the four connection points flows into the Electric Division through thirty 

161kV circuits. The power is routed through 63 substations within the Electric Division, which contains 
ten bulk power substations and distribution substations interconnected with a total of 625 miles of 161kV and 
115 kV transmission lines. Transformers in the distribution substations reduce the transmission voltages to 
23 kV or 12.47 kV for utilization through the distribution circuits. One industry is served power at 115 
kV, and four at 161 kV. 

 
Distribution System 

Approximately 487 distribution circuits, inclusive of network circuits, operating at 23 kV and 12.47 kV 
originate at the distribution substations and are routed throughout Shelby County to the Electric Division's 
customers. 

 
An underground distribution network serves the downtown area of the City. Outside the downtown 

area, MLGW’s distribution lines are primarily overhead, but MLGW is continuing to install new electric 
distribution lines underground where economically feasible. 
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CAPITAL IMPROVEMENT PROGRAM 
OF ELECTRIC DIVISION AND SOURCES OF FUNDING 

 
The Electric Division had capital expenditures of $94.2 million for the Fiscal Year ended December 

31, 2016. The Electric Division regularly develops a five-year master plan for major improvements and 
annually estimates and budgets capital improvements for the then current and following Fiscal Year (the 
"Electric Division Master Plan").  The Electric Division has developed a detailed projection of improvements 
and additions for the Fiscal Years 2017 through 2021 (the "Electric Division Capital Program"), the projected 
annual cost of which is set forth below.  These estimates include a 2.5% average annual inflation factor. 

 
ELECTRIC DIVISION 

FORECASTED CAPITAL PROGRAM (1) 
(Amounts in Thousands) 

 
Year 

Substation and 
Transmission 

Distribution  
System 

 
General Plant 

 
       Total 

2017 $18,473 $62,451 $44,631 $125,555 
2018 22,022   71,162   49,088         142,272 
2019 16,809   44,058   46,533   107,400 
2020 20,224   43,553   60,359   124,136 
2021 20,173   44,469   38,801   103,443 

(1)   Capital Plans are based on the combination of annual Master Plan, historical reviews, rate increase expectations, and 
        growth rate projections. 

 
 

        MLGW anticipates financing the Electric Division’s capital program during the 2017 - 2021 periods 
from current and accumulated revenues of the Electric Division and bond proceeds. The forecasted sources of 
funding for the Electric Division's 2017 - 2021 capital program are set forth below: 

 

ELECTRIC DIVISION  
CAPITAL PROGRAM FUNDING PLAN (1) 

(Amounts in Thousands) 
 

Fiscal 
Year 

 
Current 

Revenues 

 
Bond 

Proceeds 

 
 

   Total 
2017            $35,555      $90,000 $125,555 
2018              27,272      115,000   142,272 
2019              22,400        85,000   107,400 
2020              24,136      100,000         124,136 
2021            103,443               $0          103,443 

 
(1)   Capital Plans are based on the combination of annual Master Plan, historical reviews, rate increase expectations, and 
       growth rate projections. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF ELECTRIC DIVISION 

Revenues 

Fiscal Year 2016:  Total revenues were $1.30 billion for fiscal year 2016, a decrease of $22.0 million, 
or 1.7%, from fiscal year 2015.  Operating revenues were $1.25 billion in 2016, a decrease of $19.0 million 
from 2015. The decrease in operating revenue is due partially to a rate decrease for residential and small 
commercial customers implemented in January 2016 and to lower sales volume resulting from temporary 
transitional issues associated with the mass deployment of smart meters, offset, in part, by the TVA 1.5% rate 
increase effective in October 2016. There was an increase in purchased power cost of $2.2 million due to 
higher purchase volumes and the TVA rate increase. Non-operating revenue decreased $2.9 million to $50.2 
million in 2016 as a result of a decrease in other income prepay credit, related to the Electric TVA Prepay 
Bonds of $3.8 million, offset by an increase in other income TVA transmission credit of $0.8 million. 

 
Fiscal Year 2015:  Total revenues were $1.32 billion for fiscal year 2015, a decrease of $14.7 million, 

or 1.1%, from fiscal year 2014.  Operating revenues were $1.27 billion in 2015, a decrease of $12.3 million 
from 2014.  The decrease in operating revenue is due to lower power costs per unit that are passed along to 
customers through the fuel cost adjustor, lower sales volume and lower accrued/unbilled revenue, offset in 
part by the FCA and the TVA 1.50% rate increase effective in October 2015.  There was a corresponding 
decrease in purchased power cost of $13.8 million due to lower power costs per unit, offset in part by the 
TVA rate increase. Non-operating revenue decreased $2.4 million to $53.2 million in 2015 as a result of a 
decrease in other income prepay credit, related to the Electric TVA Prepay Bonds, of $3.6 million, offset by 
increases in transmission credits of $1.1 million and allowance for funds used during construction of $0.2 
million.  
 
Expenses 

Fiscal Year 2016: For fiscal year 2016, total expenses were $1.27 billion, a 0.9%, or $11.0 million, 
increase from fiscal year 2015 total expenses of $1.26 billion. This was a result of an increase in other 
operating expense of $10.2 million, purchased power cost of $2.2 million and depreciation expense of $2.1 
million, offset by a decrease in non-operating expense of $3.5 million. The decrease in non-operating expense 
is primarily the result of lower interest expense associated with the Series 2010 Bonds. The increase in other 
operating expense is due, in part, to increases in operating expenses of $10.5 million and maintenance 
expense of $0.6 million, offset by a decrease in PILOT of $0.9 million.  
 

Fiscal Year 2015:  For fiscal year 2015, total expenses were $1.26 billion, a 0.5%, or $6.6 million, 
decrease from fiscal year 2014 total expenses of $1.27 billion.  This was a result of a decrease in purchased 
power cost of $13.8 million, or 1.3%, and non-operating expense of $2.6 million, offset by increases in other 
operating expense of $6.6 million and depreciation expense of $3.2 million.   The decrease in non-operating 
expense is primarily the result of lower interest expense associated with the Series 2010 Bonds.  The increase 
in other operating expense is due, in part, to increases in operating expenses of $2.7 million, maintenance 
expense of $2.3 million and PILOT of $1.6 million.   

Change in Net Position 
 

Fiscal Year 2016: The change in net position is a loss of $12.7 million, down $36.3 million from 
$23.6 million at December 31, 2015.  This is primarily due to a decrease in operating margin (operating 
revenue less power cost) of $21.2 million, an increase in other operating expense of $10.2 million, an increase 
in Transfer to the City of $3.3 million, a decrease in non-operating revenues of $2.9 million and an increase in 
depreciation expense of $2.1 million, offset by a decrease in non-operating expense of $3.5 million. 
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Fiscal Year 2015:  The change in net position is $23.6 million, down $5.5 million from $29.1 million 
at December 31, 2014.  This is primarily due to an increase in other operating expense of $6.6 million, an 
increase in depreciation expense of $3.2 million and a decrease in non-operating revenue of $2.4 million, 
offset by a decrease in Transfer to the City of $2.6 million, a decrease in non-operating expense of $2.6 
million (resulting from lower debt expense), and an increase in operating margin (operating revenue less 
power cost) of $1.5 million. 

Historical and Forecasted System Use 

The Electric Division’s sales are relatively flat, as shown below. Future growth of the Electric 
Division’s sales is forecasted on the basis of population growth studies and land-use projections by the 
Memphis Area Chamber of Commerce and analyses done by the Electrical Engineering Department.  

 
The following table shows historical figures for Shelby County's population, the Electric Division's 

average number of customers, electric load and electric sales, as well as projections for such figures for the 
year 2021 developed by MLGW. 
 

 
 

HISTORICAL AND FORECASTED ELECTRIC SYSTEM USE 
 

 
 
 

Year 

 
Shelby 
County 

Population (1) 

 
Average 

Number of 
Customers 

 
Peak 

Billing 
Demand (2) 

 
 

Total 
       Sales (3) 

1980 777,113 306,116 2,257.2   9,096.2 
1985 812,358 326,069 2,178.7   9,449.8 
1990 826,327 356,794 2,595.9 11,106.2 
1995 853,994 379,638 2,651.3 12,379.4 
2000 897,472 406,976 3,305.6 14,248.2 
2005 904,000 422,251 3,361.7 14,828.6 
2010 927,644 422,844 3,421.8 14,750.0 
2011 933,011 420,979 3,484.2 14,291.4 
2012 938,965 421,726 3,234.6 14,057.5 
2013 938,091 423,479 3,174.2 13,926.1 
2014 937,162 425,462 3,041.8 13,765.4 
2015 936,131 427,789 3,205.3 13,756.0 
2016 934,603 426,816 3,134.4 13,721.8 
2021 982,639    430,027(4)    3,194.6(5)    13,712.6(6) 

 

(1) Source: U.S. Census Bureau, except for 2021. The 2021 population figure was retrieved from the Memphis Chamber 
website, http://www.memphischamber.com/Articles/DoBusiness/pdfShelby_County_Demographics.aspx 

(2) In thousands of kW. 
(3) In thousands of MWh. 
(4) Number of customers was derived from linear regression forecasting models which results in a ten-year compound 

growth rate of 0.15%. 
(5) Peak demand based on hourly total sales divided by annual historic load factor of 49.0%. Annual growth rate is 

0.15%. 
(6) Annual total sales derived from linear regression forecasting models with an annual growth rate of 0.15%. 
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The following tables show the energy usage of the Electric Division's ten largest customers for the 
twelve months ended December 31, 2016, the average number of Electric Division customers for the years 
2007-2016, the megawatt hours of electricity sold annually during the years 2007-2016, the peak billing 
demand and total sales for the years 2007-2016 and the forecasted peak billing demand and total sales for 
2017-2021. 

 
 

TEN LARGEST ELECTRIC CUSTOMERS 
FOR THE TWELVE MONTHS ENDED 

December 31, 2016 
 

 
 
 

 
Rank (1) 

 
 
 
 
 

Customer Name 

 
 

 
Energy Sales to 

Customers  
(kWh) 

 
 

Energy Sales to 
Customers as a % of 

Total Division 
Energy Sales (2) 

 
 
 

 
    Revenue from 

   Customers 

 
 

Revenue from 
Customers as a% 
of Total Division 
Sales Revenue (3) 

1 Premcor Refining Group 541,030,607 3.943% $29,044,299       2.368% 
2 K.T.G. USA LP 211,032,774 1.538% $10,584,931             0.863% 
3 Chemours (E. I. DuPont) 201,180,534 1.466% $10,686,936             0.871% 
4 Solae' LLC 110,870,341 0.808% $6,947,926        0.567% 
5 Federal Express - Sprankel 95,478,837 0.696% $8,741,866        0.713% 
6 City of Memphis Public Works (4) 60,962,958 0.444% $4,759,318        0.388% 
7 Memphis, Cellulose, LLC 58,770,812 0.428% $4,865,190        0.397% 
8 University of Memphis 56,259,628 0.410% $4,877,396        0.398% 
9 Praxair, Inc. 54,889,956 0.400% $2,559,552             0.209% 
10 City of Memphis Public Works (5) 54,501,753 0.397% $4,230,518       0.345% 

 Total 1,444,978,200 10.530% $87,297,937          7.118% 
  

 
(1)  Customers ranked by Energy Sales. Excludes customers served directly by TVA. 
(2)   Total Electric Division sales of energy for 12 months ending December 31, 2016 were 13,721,843,204 kWh. 
(3)   Total Electric Division sales revenue for 12 months ending December 31, 2016 was $1,226,415,241. 
(4)   T.E. Maxson South Wastewater Treatment Plant. 
(5)  M.C. Stiles North Wastewater Treatment Plant. 
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The following tables detail, for each of the years of 2007 through 2016, (i) the average number of 
Electric Division customers in each category, (ii) the megawatt hours of electricity sold to each category 
of customers, and (iii) the historical power and energy requirements of the Electric System. 

 
AVERAGE NUMBER OF ELECTRIC CUSTOMERS 

Year Residential Commercial       Industrial         Other (1)      Total 
2007  367,630   44,256   150   17,191      429,227  
2008  366,220   43,980   168   17,188      427,556  
2009       362,541   43,499   150   17,147      423,337  
2010  362,104   43,493   145   17,102      422,844  
2011  360,353   43,467   145   17,014      420,979  
2012  361,029   43,499   142   17,056      421,726  
2013       362,687   43,553   155   17,084      423,479  
2014  364,624   43,589   154   17,095      425,462  
2015  366,721   43,761   152   17,155      427,789  
2016  366,265  43,373   133   17,045      426,816   

  
 

(1)  Includes outdoor lighting, traffic signals and interdepartmental customers. 
 

 

MEGAWATT HOURS OF ELECTRICITY SOLD 

Year Residential Commercial       Industrial         Other (1)      Total 
2007 5,873,050   7,314,559      1,770,942     293,030    15,251,581  
2008 5,520,939   6,942,384      1,980,617     271,621    14,715,561  
2009     5,184,198   6,510,200      1,748,167     277,084    13,719,649  
2010 5,875,646   6,796,034      1,791,856     286,500    14,750,036  
2011 5,523,696   6,601,025      1,893,117     273,597    14,291,435  
2012 5,326,644   6,521,467      1,930,759     278,653    14,057,523  
2013     5,245,511   6,326,233      2,082,289     272,055    13,926,088  
2014  5,221,001   6,212,068      2,053,626     278,744    13,765,439  
2015  5,295,187   6,326,434      1,866,238     268,149    13,756,008  
2016  5,322,901   6,286,966     1,859,280 

  
   252,696      13,721,843 

 

 
(1) Includes outdoor lighting, traffic signals and interdepartmental customers. 
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HISTORICAL POWER AND ENERGY REQUIREMENTS 

 
 
 

Year 

Peak 
     Demand 
    (In kW) 

 
 

    Change 

 
   Total Sales 
    (In MWh) 

 
 

     Change  

 
 Annual Load  
          Factor (1) 

2007 3,502,413 1.91%  15,251,581   3.19% 49.7% 
2008 3,314,805    -5.36%  14,715,561  -3.51% 50.7% 
2009 3,265,952    -1.47%  13,719,649  -6.77% 48.0% 
2010 3,421,785     4.77%  14,750,036   7.51% 49.2% 
2011 3,484,158     1.82%  14,291,435  -3.11% 46.8% 
2012 3,234,558    -7.16%  14,057,523  -1.64% 49.6% 
2013 3,174,168    -1.87%  13,926,088  -0.93% 50.1% 
2014 3,041,762    -4.17%  13,765,439  -1.15% 51.7% 
2015 3,205,270     5.38%  13,756,008 -0.07% 49.0% 
2016 3,134,387    -2.21%     13,721,843 

    
   -0.25%    50.0% 

  

         Source: Division Financial Reports and Statistics 
 

(1)     Annual Load Factor equals average hourly purchases divided by Peak Billing Demand. . 

 

 

 
 

FORECASTED POWER AND ENERGY REQUIREMENTS 

 
Year 

       Peak           
       Demand 
       (In kW)   (1) 

 

 

 
    Total Sales 

       (In MWh) (2) 

 
 

 
Annual Load  
    Factor (3) 

2017      3,175,541   13,630,693  49% 
2018      3,180,304   13,651,139  49% 
2019      3,185,075  13,671,618  49% 
2020      3,189,853   13,692,123  49% 
2021      3,194,637   13,712,661  49% 

  

(1) Peak demand based on hourly sales divided by annual historic load factor of 49.0%. Annual growth rate is 0.15%. 
(2) Annual sales derived from linear regression forecasts models with an annual growth rate of 0.15%. 
(3) Annual Load Factor equals average hourly purchases divided by Peak Billing Demand.  
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HISTORICAL AND FORECASTED FINANCIAL RESULTS 

Debt Service Coverage 

The management of MLGW has prepared the forecasted financial information set forth below to 
present the forecasted debt service coverage for the Electric Division after issuance of the Series 2017 
Bonds. The prospective financial information was not prepared with a view toward public disclosure or with 
a view towards complying with the guidelines established by the American Institute of Certified Public 
Accountants with respect to prospective financial information, but, in the view of MLGW management, 
was prepared on a reasonable basis, reflects the best currently available estimates and judgments and 
presents, to the best of management’s knowledge and belief, the expected course of action and the expected 
future financial performance of MLGW. However, this information is not fact and should not be relied upon 
as necessarily indicative of future results, and readers of this Official Statement are cautioned not to place 
undue reliance on the forecasted financial information. Neither MLGW’s independent auditors, nor 
any other independent accountants or financial advisors, have compiled, examined, or performed any 
procedures with respect to the prospective financial information contained herein, nor have they expressed 
any opinion or any form of assurance on such information or its achievability, and assume no responsibility 
for, and disclaim any association with, the prospective financial information. 

 
The assumptions and estimates underlying the prospective financial information are inherently uncertain 

and, though considered reasonable by the management of MLGW as of the date hereof, are subject to a wide 
variety of significant business, economic and competitive risks and uncertainties that could cause actual 
results to differ materially from those forecasted. 

 
Accordingly, there can be no assurance that forecasted results are indicative of the future performance 

of MLGW or that actual results will not be materially higher or lower than those forecasted. Inclusion of 
the prospective financial information in this Official Statement should not be regarded as a representation by 
any person that the forecasted results will be achieved. 

 
MLGW does not generally publish its business plans and strategies or make external forecasts of its 

anticipated financial position or results of operations. Accordingly, MLGW does not intend to update or 
otherwise revise the prospective financial information to reflect circumstances existing since its preparation 
or to reflect the occurrence of unanticipated events, even in the event that any or all of the underlying 
assumptions are shown to be in error. Furthermore, MLGW does not intend to update or revise the 
prospective financial information to reflect changes in general economic or industry conditions. 
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A-13 
 

The following tables present data on historical and forecasted debt service coverage for the Electric 
Division. 

 
 
 

HISTORICAL DEBT SERVICE COVERAGE  
(Amounts in Thousands) 

Fiscal Years Ended December 31, 2012 – 2016 
Historical 2012 2013 2014          2015          2016 

Operating Revenues 
 

$1,270,566 
 

$1,246,081 
 

$1,280,904  $1,268,561  
 

$1,249,535 
Interest and Other Income (1) 60,970 57,238 55,495 52,939  50,222 
Amortization of Prepay Credit 104,349 107,778 109,982 113,538  117,078 

Total Income 
 

$1,435,885 
 

$1,411,097 
 

$1,446,381  $1,435,038  
 

$1,416,835 
Operating & Maintenance Expense (2) 1,216,162 1,175,391 1,194,699 1,185,855  1,199,187 
Net Revenues Available for Debt 
Service  $219,723  $235,706  $251,682  $249,183   $217,648 
            
Debt Service on Outstanding           

Senior Lien Bonds  $            -   $             -  $1,528  $5,514   $6,209 

Debt Service Coverage on 
Outstanding Senior Lien Bonds (3) 

  
  

-   

  
  

-  

  
  

164.71 

  
   

45.19  

  
  

35.06 
            

Debt Service on Outstanding           
Subordinate Lien Obligations  $132,198  $131,840  $130,195  $130,184   $129,974 
            

Total Debt Service Coverage on 
Outstanding Senior and Subordinate 
Lien Obligation (3) 

  
  

1.66

  
  

1.79

  
  

1.91

  
  

1.84 

  
  

1.60 
 

(1)      Includes other income and other income-transmission credit amortization. 
(2)       Includes Total Operating Expense and Total Maintenance Expense per the Statements of Income and Expenses and excludes    
       depreciation, amortization, and payments in lieu of taxes. 
(3)     Pursuant to the Master Electric System Resolution, MLGW is required to impose and the City shall approve rates and other       
       charges fully sufficient at all times such that Net Revenues of the Electric System in each Fiscal Year will at least equal 1.20    
        times the Debt Service Requirement on all Senior Lien Revenue Obligations and 1.00 times the Debt Service Requirement on  
        all other Revenue Obligations then Outstanding, including the Outstanding Subordinate Lien Obligations. 

 
Source: MLGW. 

 
 
 
 
 

 
 
 
 
 
 
 
 
 



A-14 
 

ELECTRIC DIVISION FORECASTED DEBT SERVICE COVERAGE (1) 
(In Thousands) 

Fiscal Years Ended December 31, 2017 - 2021 
 

Fiscal Year 2017 2018 2019 2020 2021 

Operating Revenues (2) $1,245,679 $1,259,646 $1,276,607 $1,328,456 $1,330,423 
Interest and Other Income 45,228 41,085 37,024 37,368 37,714 

Amortization of Prepay Credit 119,697 112,821         -         -         - 

Total Income 1,410,604 1,413,552 1,313,631 1,365,824 1,368,137 

Operating and Maintenance Expense (3) 1,198,495 1,200,771 1,220,818 1,225,792 1,230,602 

Net Revenues Available for Debt Service 212,109 212,781 92,814 140,032 137,535 

Debt Service on Series 2017 Senior Lien Bonds 665 6,658 6,662 6,659 6,661 

Debt Service on Series 2016 Senior Lien Bonds 3,048 3,050 3,053 3,053 3,051 

Debt Service on Series 2014 Senior Lien Bonds 5,512 5,511 5,511 5,514 5,512 

Total Debt Service on Senior Lien Bonds 9,225 15,219 15,226 15,226 15,224 

Coverage for Debt Service on the Senior Lien Bonds 22.99 13.98 6.10 9.20 9.03 

Debt Service on Future Senior Lien Bonds         - 1,932 9,158 15,124 20,165 

Total Existing and Future Senior Lien Debt Service  9,225 17,151 24,384 30,350 35,389 

Coverage for Debt Service on Projected Senior Lien Bonds 22.99 12.41 3.81 4.61 3.89 

      

Total Debt Service on Subordinate Lien Bonds 126,360 126,072 
 

- - - 
Coverage for All Debt Service 1.56 1.49 3.81 4.61 3.89   

 

 
 

 
The forecasted information for the years 2017 through 2021 set forth above has been prepared by 

MLGW and has not been examined or compiled by MLGW’s independent auditors or any other independent 
accountant or financial advisor. The forecasted information is based on the following assumptions: 

 
(1) Includes revenues, expenses, and debt service. 
(2) Assumes projected customer growth rate of 0.15% per year. Assumes projected rate increases of 1.4%, 1.2%, and 

4.0% in January 2018, January 2019, January 2020 respectively. 
(3) Assumes forecasted MLGW (excluding power cost) average O&M expense growth rate of 2.5% per year through 

2021. Excludes depreciation, amortization, PILOT and FICA taxes. 
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Electric Division 
Statement of Revenues, Expenses and Changes in Net Position 

For the Fiscal Years Ended December 31, 2012-2016 
 (Amounts in Thousands) 

 

Year Ended December 31, 2012-2016 

          2012           2013          2014          2015 
  

        2016 
Operating Revenue 

Electric Sales Revenue $1,244,301 $1,220,775 $1,256,984 $1,244,660  $1,226,415 
Forfeited Discounts 12,382 12,039 12,736 12,259  11,496 
Miscellaneous Service Revenue 12,757 12,961 12,403 11,684  11,848 
Rent from Electric Property 6,315 5,877 5,143 5,270  5,256 
Revenue Adjustment for Uncollectibles (6,586) (6,954) (7,709) (6,565) (6,282) 
Other Electric Revenue 1,397 1,383 1,347 1,253  1,349 

Total Operating Revenue 1,270,566 1,246,081 1,280,904 1,268,561  1,249,535 
Operating Expense 

Power Cost 1,045,362 1,008,460 1,029,791 1,015,979  1,018,157 
Distribution  30,736 31,211 30,389 35,179  35,598 
Transmission 4,262 5,392 4,902 5,445  5,798 
Customer Accounts 13,052 14,069 14,989 14,478  14,556 
Sales  13,052 811 762 693  704 
Administrative and General 75,776 74,494 69,737 67,265  76,737 
Customer Service & Information 1,531 1,557 1,438 1,700  1,814 

Total Operating Expense 1,171,530 1,135,945 1,151,939 1,140,750  1,153,370 
Maintenance Expense 

Transmission  3,350 3,140 3,017 3,421  3,316 
Distribution  34,988 32,848 34,067 36,089  36,897 
Administrative and General 5,016 2,134 4,293 4,140  4,061 
Total Maintenance Expense 43,354 38,122 41,377 43,650  44,274 

Other Operating Expense 
Depreciation  44,698 45,240 45,566 48,778  50,902 
Payment in Lieu of Taxes  40,584 43,838 45,482 44,525  46,892 
FICA Taxes 1,278 1,325 1,383 1,456  1,543 

Total Other Operating Expense 86,560 90,403 92,431 94,759  99,337 
Total Operating & Maintenance Expense 1,301,444 1,264,470 1,285,747 1,279,159  1,296,980 
Operating Income (Loss) (30,878) (18,389) (4,843) (10,597) (47,445) 
Other Income (Expense) 

Other Income 31,796 26,473 24,053 20,601  16,878 
Other Income - Transmission Credit 29,173 30,765 31,483 32,565  33,344 

Interest Expense - Other - -                -                  -  
  

      - 
Contributions in Aid of Construction 14,033 19,715 12,827 13,837  10,445 
Reductions of Plant Costs Recovered through 

Contributions in Aid of Construction (14,033) (19,715) (12,827) (13,837) (10,445) 
Net Income Before Debt Expense 30,091 38,849 50,693 42,569  2,778 
Debt Expense 

Interest on Long-Term Debt 36,632 31,885 28,798 25,064  20,247 
Amortization of Debt Discount, Expense and Premium (8,785) (7,824) (7,217) (6,053) (4,755) 

Total Debt Expense 27,847 24,061 21,581 19,011  15,491 
Increase(Decrease) in Net Position $2,244 $14,788 $29,112 $23,558  ($12,714) 
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Electric Division 
Selected Statement of Net Position Data 
As of December 31, 2012 through 2016 

 (Amounts in Thousands) 
 

          2012          2013         2014         2015          2016 
Assets 

Utility Plant (Net) $977,339 $996,031 $1,018,928 $1,041,753  $1,079,463 
Restricted Funds 57,537 59,571 96,049 64,361  67,923 
Current Assets 470,208 456,034 453,306 524,914  487,560 
Deferred Outflows of Resources 13,945 10,137 6,705 15,820  54,199 
Other Non-Current Assets 576,709 466,184 354,242 236,842  124,031 

TOTAL ASSETS AND 
DEFFERED OUTFLOWS 
OF RESOURCES $2,095,738 $1,987,957 $1,929,230 $1,883,690 $1,813,176 

Liabilities and Net Position 
Net Position $1,119,174 $1,133,962 $1,163,074 $1,175,276  $1,162,562 
Long-Term Debt 606,217 491,161 450,603 325,747  243,701 
Current Liabilities 337,248 334,859 287,842 334,457  310,047 
Deferred Inflows of Resources - - - 18,654  14,911 
Other Non-Current Liabilities 33,099 27,975 27,711 29,556  81,955 

TOTAL LIABILITIES, 
DEFERRED INFLOWS OF 
RESOURCES AND NET 
POSITION $2,095,738 $1,987,957 $1,929,230 $1,883,690 $1,813,176 

 
FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY AND TVA 

General 

The electric utility industry has been and will continue to be affected by a number of factors that will have an 
impact on the business, operations and financial conditions of both public and private electric utilities, including 
MLGW.  These include deregulation, compliance with electric reliability standards of the North American Electric 
Reliability Corporation (“NERC”) and Smart Grid initiatives. 

In the past, one of these factors was the efforts at both the national and local levels to restructure the electric 
utility industry from a heavily regulated monopoly to an industry in which there is more (or open) competition for 
power supply service at both the wholesale and retail levels.  Historically, electric utilities have operated as 
monopolies within their service territories, subject to certain exceptions.  Under this arrangement, utilities have 
generally been able to charge rates primarily determined by their costs of service, rather than by competitive forces.  
There has been little activity regarding deregulation in recent years due to the perception of rapid escalation of 
electric rates in areas that have been deregulated.  MLGW is the sole provider of electric distribution services in its 
service area with the exception of certain large users served directly by TVA.  There can be no assurance that this 
arrangement will continue for MLGW, and MLGW is already subject to certain competitive forces and other factors 
as described below. 

Competitive Environment in Tennessee 
In the late 1990s and early 2000s, various regulatory and legislative bodies in the State considered a wide 

range of issues associated with the advisability of retail competition in the electric utility industry.  None of these 
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groups recommended that the State actively pursue full retail competition at that time, and there are no currently 
pending State legislative or regulatory initiatives to provide for retail competition in the State at this time.   

Transmission Access to Wholesale Power 
MLGW's ability to access the wholesale power markets is limited, and TVA currently enjoys substantial 

insulation from wholesale competition.  TVA operates under the Tennessee Valley Authority Act of 1933 (the "TVA 
Act").  Under the TVA Act, subject to certain minor exceptions, TVA may not currently enter into contracts that 
would have the effect of making it or MLGW and other distributors a source of TVA power supply outside a 
statutorily-specified area.  However, under a special provision of the Energy Policy Act of 1992, TVA is not required 
to provide its competitors with access to its transmission system to transmit power for consumption within the area 
that TVA or MLGW and other distributors of TVA's power may serve.  Thus, while TVA may not sell power outside 
its current service area, except for certain pre-existing arrangements, its competitors are not allowed to obtain 
transmission service from TVA to sell power within TVA's service areas under present law.  Pending and future 
legislative and regulatory actions could impact MLGW's ability to access the wholesale market, and modification of 
TVA's historically protected service area could adversely affect TVA's financial and operating condition.   

Federal Energy Policy Act of 2005 
The Energy Policy Act of 2005 (“2005 Energy Policy Act”) authorizes the Federal Energy Regulatory 

Commission (“FERC”) to require “unregulated transmitting utilities” to provide open access to their transmission 
systems on comparable terms and conditions as those “unregulated transmitting utilities” provide transmission 
service to themselves.  While MLGW meets the minimum kilowatt-hour sales threshold to be an “unregulated 
transmission utility” under Section 201(f) of the Federal Power Act, it is unclear the extent to which, if any, MLGW's 
facilities would be considered subject to these requirements.   

The 2005 Energy Policy Act provides certain “load serving entities” holding firm transmission rights the 
ability to continue to use those rights to serve their customers, and one provision of the 2005 Energy Policy Act 
purports to provide these rights to wholesale customers of TVA like MLGW.  It is currently unclear whether these or 
other provisions of the 2005 Energy Policy Act will fundamentally change MLGW's power supply arrangements with 
TVA or MLGW's ability to access the wholesale generation markets at a future point in time. 

The 2005 Energy Policy Act also subjected electric utilities like MLGW to certain amendments to the Public 
Utility Regulatory Policies Act of 1978 (“PURPA”).  The purposes of PURPA in 1978 were, and continue to be, to 
help the nation facilitate the conservation of energy, optimize efficiency, and provide for the establishment of 
equitable rates.  As originally enacted, PURPA required certain utilities to consider and, if appropriate, adopt certain 
service practice and rate standards.  As amended, PURPA now requires consideration of five new standards: (a) Net 
Metering; (b) Fuel Source Diversity; (c) Fossil Fuel Generation Efficiency; (d) Smart Metering (time-based metering 
and communications); and (e) Interconnection Standards for Independent Power Producers.  Under the revised 
PURPA standards, the TVA Board is MLGW's regulatory authority for purposes of PURPA.   

NERC Electric Reliability Standards Compliance 
With the passage of the Energy Policy Act of 2005, Congress authorized FERC to establish an Electric 

Reliability Organization (“ERO”) to protect the reliability of the bulk electric power system in the United States.  
NERC was certified by FERC as the ERO.  NERC intends to comprehensively and thoroughly protect the reliability 
of the U.S. power grid, and owners, operators, and users of the bulk power system are required to register in their 
respective roles.  Based on NERC's “functional model,” MLGW has registered with NERC as a “Distribution 
Provider” (DP), “Transmission Owner” (TO), “Transmission Planner” (TP), and “Transmission Operator” (TOp). 

MLGW operates an Internal Compliance Program to ensure compliance with all applicable NERC Reliability 
Standards and related regulations.  In executing its “culture of compliance,” MLGW has established an organizational 
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structure and a robust program of activity focused on ensuring the reliability of the Bulk Power System and the 
continuous improvement of its operations, testing, and training in support of this goal. 

Smart Grid Initiatives 
MLGW's Smart Grid initiative involves a combination of equipment, communications and processes to 

enhance internal operations and customer service, while creating greater customer awareness of when their homes use 
electricity.  Phase one of MLGW’s initiative included the purchase of a combined 60,000 residential electric, natural 
gas and water smart meters and related systems. Meters were installed at approximately 24,000 homes over a nine-
month period, along with a wireless telecommunications network to support meter reading and two-way 
communications that enable meters to notify MLGW of potential problems.  Phase two of MLGW’s initiative 
includes deployment of smart meters and telecommunications infrastructure throughout MLGW’s territory, so that 
customers can benefit from smart meter technology and the enhanced services it enables.  Full deployment began 
May 2016 and is expected to take five years.  This technology will enable MLGW to reduce operating costs, increase 
customer service, lower many customer service fees, improve outage management and restoration times, and provide 
customers with access to more detailed information about electricity use. 
 
TVA and General Industry Risk Factors 

Because MLGW purchases all of its electric power from TVA, any risk factors affecting or potentially 
affecting the business operations of TVA may also affect MLGW.  TVA may mitigate some of these risks by 
increasing the rates it charges for its power.  A discussion of the risk factors affecting TVA's operations can be found 
in “Item 1A. Risk Factors” and “Item 7. Management's Discussion and Analysis of Financial Condition and Results 
of Operations” in TVA's Annual Report.  TVA's Annual Report is available to the public from the SEC's website at 
www.sec.gov and from the TVA's website at www.tva.gov.   

In addition to the risks discussed above, the electric utility industry in general has been, or in the future may 
be, affected by a number of other factors which could impact the financial condition of MLGW.  Such factors 
include, among others, the following: (a) effects of compliance with rapidly changing environmental, safety, 
licensing, regulatory and legislative requirements other than those described elsewhere in this Official Statement; (b) 
changes resulting from conservation and load management programs on the timing and use of electric energy; 
(c) changes in national, regional or state energy policy; (d) competition from other utilities, independent power 
producers, marketers and brokers; (e) competition with customer-owned generation, such as “self-generation” or 
“distributed generation,” which might include microturbines, fuel cells, and other generation resources; (f) shifts in 
the availability and relative costs of different fuels, whether such fuels are competitive alternatives to electricity or 
are used in the generation of electricity; (g) other federal, state or local legislative or regulatory changes; (h) loss of 
large industrial or commercial customers; and (i) changes in the economy.  Any of these factors (as well as other 
factors) could have an adverse effect on the financial condition of any electric utility and will likely affect individual 
utilities in different ways. 

MLGW is unable to predict what impact any of the foregoing factors will have on its operations and financial 
conditions, but the impact could be significant.  This Official Statement includes a brief discussion of certain of these 
factors.  This discussion does not purport to be comprehensive or definitive, and these matters are subject to change 
subsequent to the date of this Official Statement.  Extensive information on the electric utility industry is available in 
the public domain, and potential purchasers of the Series 2017 Electric System Bonds should obtain and review such 
information.
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GAS SYSTEM 

General 

The Gas Division serves the City and Shelby County pursuant to a franchise granted by the State of 
Tennessee in the City Charter. The City holds title to real property used in the Gas Division’s operations, including 
easements deemed adequate by MLGW on properties not required to be held in fee simple.  

 For the twelve months ended December 31, 2016, operating revenues of the Gas Division totaled 
$205,876,000 and were derived principally from the sale of gas to an average of 311,400 customers during the 
period. With certain exceptions, the Gas Division constructs, operates, and maintains its gas properties and systems 
with MLGW personnel. The Gas Division purchases its gas requirements on the open market from various gas 
suppliers.  

Source of Gas Distributed 

The Gas Division’s contracts are negotiated with national gas pipeline suppliers to provide the flexibility 
required to meet customer needs under expected operating situations. Current pipeline contracts are held with Texas 
Gas, Trunkline Gas Company and ANR Pipeline Company Interstate Pipeline.  

 
Rates  

MLGW may change its retail rate level only upon application by MLGW and approval of the City Council. If 
the rates and charges provided in the retail rate schedule applied for by MLGW and approved by the City Council do 
not produce Gas Revenues sufficient to provide for the operation and maintenance of the Gas Division on a self- 
supporting and financially sound basis, including requirements for interest and principal payments on indebtedness, 
based on terms defined in the Rate Covenant, the City and the Board shall put into effect promptly such changes in 
rates and charges as will provide the increased Gas Revenues necessary to place the Gas Division upon a self-
supporting and financially sound basis.  
 

The Gas Division Retail Rates have changed three times between 2007 and 2016 as a result of rate actions by 
MLGW. MLGW rate actions include a 6.80% increase on December 26, 2007 and a temporary 2.31% decrease on 
January 2, 2013 that expired on April 2, 2013 and a revenue neutral rate change effective January 2, 2016. 
 
 
 
 
 
 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 



B-2 
 

The Gas Division’s rates are among the lowest in the nation. The following table provides a comparison of 
the Gas Division’s average monthly residential bill with the average monthly residential gas bill in selected other 
U.S. Cities. 

 
 

MONTHLY RESIDENTIAL GAS BILLS IN SELECTED MAJOR U.S. CITIES 

City                                   Monthly Bill (1) 
Springfield, VA $322.07  
Charleston, SC $316.71 
Baltimore, MD $301.03  
Los Angeles, CA $260.17  
Orlando, FL $242.29  
Lakeland, FL $242.29 
Jacksonville, FL $242.29 
Boston, MA $235.32  
Dover, DE $226.63  
Charlotte, NC $224.15  
Phoenix, AZ $214.11  
Washington DC $205.71  
Knoxville, TN $198.00  
Little Rock, AR $191.92  
Bellevue, WA $190.62  
Nashville, TN $180.83  
Greenville, SC $178.98  
Jackson, TN $178.21  
Dallas, TX $178.01  
Chicago, IL $171.46  
Omaha, NE $168.20  
New Orleans, LA $166.03  
Huntsville, AL $165.70  
Salt Lake City, UT $165.02  
Milwaukee, WI $162.98  
Chattanooga, TN $161.71  
Louisville, KY $161.41  
Detroit, MI $156.31  
Austin, TX $154.24  
San Antonio, TX $152.76  
Decatur, IL $148.86  
St. Louis, MO $146.86  
Springfield, IL $145.60  
Springfield, MO $145.46  
Indianapolis, IN $144.50  
Peoria, IL $141.97  
Jackson, MS $140.22  
Lincoln, NE $139.28 
El Paso, TX $137.65 
Las Vegas, NV $127.68 
Columbus, OH $122.88  
Memphis, TN $118.80  
Tulsa, OK $117.33  
Oklahoma City, OK $117.33   
Reno, NV   $85.57  

(1) Based upon an assumed consumption of 200 ccf. 
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Payments in Lieu of Taxes 

Tennessee law provides that a municipality may require a public works system to make payments in lieu of 
ad valorem property taxes (“PILOT”) on the property of the public works within the corporate limits of the 
municipality, in an amount not to exceed the taxes payable on privately owned property of a similar nature. 
Tennessee law further provides that such payments in lieu of taxes shall be made only from Gas system revenues 
remaining after the payment of, or making reasonable provision for the payment of: (a) current gas system operating 
expenses, including salaries, wages, cost of materials and supplies, gas at wholesale and insurance; (b) current 
payments of interest on indebtedness incurred or assumed by the municipality for the acquisition, extension, or 
improvement of the gas system, and the payment of principal amounts of such indebtedness, including sinking fund 
payments, when due; (c) reasonable reserves for renewals, replacements and contingencies; and (d) cash working 
capital adequate to cover operating expenses for a reasonable number of weeks. 
 

The Gas Division makes payments in lieu of tax to the City and the incorporated towns of Shelby County 
based on the formula provided by the Municipal Gas System Tax Equivalent Law of 1987. The formula includes a 
property tax equivalency calculation plus four percent of operating revenue less gas costs (three-year average). For 
the year 2016, the Gas Division paid $19.2 million, which represents a 9.4 percent increase over the amount paid for 
2015.  
 
Gas Gate Stations and Transmission 
 

The Gas Division is supplied by three national gas pipeline companies that have connections among eight 
city gate stations. Texas Gas Transmission, LLC is the most utilized pipeline with connections at Weaver, Airways, 
Outland, Ridgeway, and Germantown Gate Stations. 
 

The ANR Pipeline Company supplements the needs of the MLGW gas system with a connection at the 
Collierville Gate Station.  Trunkline Gas Company is connected to the MLGW gas system at Piperton Gate Station 
and Seward Gate Station, both located in Fayette County. 
 

The Gas Division has 178 miles of gas transmission pipeline to transport gas from the gate stations to district 
regulator stations, and some large industrial customers. 
 
Distribution System 
 

The Gas Division operates 106 gas regulator stations to reduce pressure from transmission pressures to safe 
distribution pressures.  The Gas Division has over 4,800 miles of gas distribution main to distribute gas from the 
regulator stations to the individual addresses of customers in Shelby County. 
 
Liquefied and Compressed Natural Gas 
 

The Gas Division owns and operates the Capleville LNG Plant in south Shelby County.  The plant has a 
storage tank sized to store 1 billion standard cubic feet of liquefied natural gas (“LNG”).  The plant has the capacity 
to liquefy 5.5 million standard cubic feet per day of natural gas, and to vaporize 150 MMSCFD of LNG.  The plant 
was placed in service in 1997, and outfitted to deliver LNG to external markets by truck in 2012.  The plant is used 
for peak shaving, occasional supplementation during severely cold weather, and sale to external markets. 
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The Gas Division owns and operates two compressed natural gas (“CNG”) fueling stations that are used to 
refuel company vehicles and to sell CNG to the commercial fleets and the general public.  The Choctaw CNG Station 
was originally installed in 1996.  It has a four stage CNG compressor that has a capacity to compress 2.52 gge of 
CNG.  The original storage capacity was for 232 gge, and 289 gge of storage capacity was added in 2013, along with 
a dispenser upgrade. 
 

The second CNG fueling Station was installed at the South Service Center in 2015, with a compressor 
capacity of 4 gge, and a storage capacity of 289 gge.  It was upgraded in 2016, with the addition of another 4 gge 
compressor, and an additional 289 gge of CNG storage. 
 
 

CAPITAL IMPROVEMENT PROGRAM 
 

The Gas Division had capital expenditures of $42.8 million for the Fiscal ended December 31, 2016. The Gas 
Division regularly develops a five-year master plan for major improvements and annually estimates and budgets capital 
improvements for the then current and following fiscal year (the “Gas Division Master Plan”). The Gas Division has 
developed a detailed projection of improvements and additions for the Fiscal Years 2017 through 2021 (the “Gas 
Division Capital Program”), the projected annual cost of which is set forth below. These estimates include a 2.5% 
average annual inflation factor.  
 

GAS DIVISION 
FORECASTED CAPITAL PROGRAM (1) 

             (Amounts in Thousands) 
 
 
 
 
 
 

 
 

(1)  Capital Plans are based on the combination of annual Master Plan, historical reviews, rate increase expectations, and growth   
       rate projections. 

 
MLGW anticipates financing the Gas Division’s capital program during the 2017 - 2021 periods from current 

and accumulated revenues of the Gas Division and bond proceeds. The forecasted sources of funding for the Gas 
Division's 2017 - 2021 capital program is set forth below: 

 
GAS DIVISION 

CAPITAL PROGRAM FUNDING PLAN (1) 

(Amounts in Thousands) 
 
 
 
 
 
 
 

 
(1)  Capital Plans are based on the combination of annual Master Plan, historical reviews, rate increase expectations, and growth   
      rate projections 

 
 

Year 

 
Production 

System 

 
Distribution 

System 

 
General 

Plant 

 
 

Total 
2017 
2018 
2019 
2020 
2021 

  $250 
    250 
    250 
    250 
    250 

$40,920 
  57,610 
  21,688 
  17,250 
  17,381 

$11,651 
  10,948 
    9,011 
    8,082 
    7,003 

$52,821 
68,808 
30,949 
25,582 
24,634 

 
 
Year 

 
      Current  
     Revenues 

 
        Bond  
     Proceeds 

 
 
     Total 

2017 
2018 
2019 
2020 
2021 

  $12,821 
    48,808 
    10,949 
    25,582 
    24,634 

 $40,000 
 20,000 
20,000 

0 
0  

 $52,821 
68,808 
30,949 
25,582 
24,634  
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF GAS DIVISION 

Revenues 
 

Fiscal Year 2016: Total revenues were $206.0 million for fiscal year 2016, a decrease of 17.7% from fiscal 
year 2015. Sales, service and other operating revenues were $198.9 million, a decrease of $44.6 million, or 18.3%, 
from 2015. This was due to lower sales volume and lower gas costs that are passed along to customers by a purchase 
gas adjustment (“PGA”). The major contributor to lower sales volume was milder winter weather. There was a 
corresponding decrease in purchased gas cost of $30.8 million, or 25.0%, due to lower purchased volumes and lower 
gas cost per unit. Transported gas revenue increased $0.6 million, or 8.9%, and non-operating revenue decreased $0.2 
million, compared to last fiscal year. 

 
Fiscal Year 2015: Total revenues were $250.2 million for fiscal year 2015, a decrease of 25.0% from fiscal 

year 2014. Sales, service and other operating revenues were $243.5 million, a decrease of $83.2 million, or 25.5%, 
from 2014. This was due to a decrease in gas sales and lower gas costs that are passed along to customers by a PGA. 
There was a corresponding decrease in purchased gas cost of $78.4 million, or 38.9%, due to lower purchased 
volumes and lower gas cost per unit. Transported gas revenue decreased $0.7 million, or 10.4%, and non-operating 
revenue increased $0.5 million, compared to last fiscal year.   
 
Expenses 

Fiscal Year 2016: For fiscal year 2016, total expenses were $202.5 million at December 31, 2016, a 10.7% 
decrease over fiscal year 2015 expenses of $226.8 million. Purchased gas cost was $92.2 million, down 25.0%, from 
$123.0 million at December 31, 2015, as a result of a decrease in natural gas purchases and lower gas costs per unit 
than last year. Other operating expense was $94.7 million at December 31, 2016, up $5.6 million, or 6.3%, from 
$89.1 million at December 31, 2015, primarily attributable to an increase in operation costs of $6.2 million and an 
increase in PILOT of $0.7 million, offset by a decrease in maintenance expense of $1.3 million.  
 

Fiscal Year 2015:  For fiscal year 2015, total expenses were $226.8 million at December 31, 2015, a 26.0% 
decrease over fiscal year 2014 expenses of $306.4 million. Purchased gas cost was $123.0 million, down 38.9%, 
from $201.4 million at December 31, 2014, as a result of a decrease in natural gas purchases and lower gas costs per 
unit than last year.  Other operating expense was $89.1 million at December 31, 2015, down $2.6 million, or 2.8%, 
from $91.7 million at December 31, 2014, primarily attributable to a reduction in operation costs of $2.6 million and 
PILOT of $0.2 million, offset in part by an increase in maintenance expenses of $0.2 million.  
 
Change in Net Position 
 

Fiscal Year 2016: The change in net position is a loss of $14.1 million, down $21.0 million from December 
31, 2015. This is primarily due to a decrease in operating margin (operating revenue less gas cost) of $13.2 million 
resulting mainly from lower gas sales volume, an increase in other operating expense of $5.6 million, an increase in 
transfers to the City of $1.0 million, and an increase in depreciation expense of $0.6 million.  
 

Fiscal Year 2015:  The change in net position is $6.9 million, down $2.9 million from December 31, 2014.  
This is primarily due to a decrease in operating margin (operating revenue less gas cost) of $5.5 million resulting 
mainly from lower gas sales volume and an increase in depreciation expense of $1.3 million, offset in part by 
decreases in other operating expense of $2.6 million and transfers to the City of $0.8 million. 
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FACTORS AFFECTING THE GAS INDUSTRY 

The Gas System, which provides natural gas to residential, commercial, and industrial customers throughout 
Shelby County, must be operated in compliance with local, state and federal regulations. Local regulations entail 
adherence to the guidance and direction of a five-member Board of Commissioners and the thirteen-member 
Memphis City Council. The aforementioned entities insure budgetary and rate setting matters are managed in the best 
interest of the rate paying stakeholders. State regulations for the natural gas industry entail compliance with the 
Tennessee Regulatory Authority (“TRA”) which is responsible for insuring the safe and reliable operation of 
MLGW’s Transmission and Distribution pipelines.  Federal compliance involves meeting the requirements of the 
Department of Transportation (“DOT”) and Pipeline and Hazardous Materials Safety Administration (“PHMSA”) 
aimed with the mission of protecting people and the environment.  

Operation and Reliability of the Gas System is subject to the same local, state and federal laws and 
regulations. Key areas covered by these regulations include: an annual operations and capital budget that insures 
infrastructure needs are met; customer service and value-based engineering that insures the delivery and metering of 
natural gas via current design, material, and installation standards; safe and reliable operation of the gas system via 
annual state inspections of the Transmission Integrity Management, Distribution Integrity Management, Operator 
Qualification, Operation and Maintenance, and Tennessee 811 call before you dig notification programs.  Failure to 
comply with these regulations could have material adverse effects, including, the imposition of civil liability or fines 
by regulatory agencies or liability to private parties.   

Customer-base and alternative fueling projects continue to impact the growth of the Gas Division and must 
be identified, defined and implemented. The Gas Division continues to work on initiatives in the LNG and CNG 
transportation industry.   

Security of the Gas System remains a primary responsibility of the Security Automation area of MLGW, and 
the Gas Division’s Emergency Response Plan. Security of personnel and property continues to be evaluated and 
enhanced additionally by DOT and PHMSA.   
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Historical and Forecasted System Use 

 
HISTORICAL AND FORECASTED GAS SYSTEM USE 

 
 
 
 

Year 

 
Shelby 
County 

Population (1) 

 
Average 

Number of 
Customers (2) 

 
Peak 

Demand 
     (MCF) (3) 

 
     Total 
      Sales 

           (MCF) (4) 
1980 777,113 228,728 371,647 67,669,230 
1985 812,358 241,474 505,503 41,496,931 
1990 826,327 260,748 455,553 38,561,788 
1995 853,994 279,850 487,296 41,062,536 
2000 897,472 305,389 571,711 40,371,999 
2005 904,000 315,862 430,815 39,031,677 
2010 927,644 314,615 514,704 38,724,710 
2011 933,011 313,419 489,226 38,886,160 
2012 938,965 312,616 405,082 26,569,503 
2013 938,091 312,540 434,986 34,281,931 
2014 937,162 312,804 550,149 38,792,218 
2015 936,131 313,580 543,944 35,004,808 
2016 934,603 311,400 471,770 29,007,122 
2021 982,639 313,743 478,981 32,362,174 

 

(1)  Source: U.S. Census Bureau, except for 2021. The 2021 population figure was retrieved from the Memphis Chamber website,        
 http://www.memphischamber.com/Articles/DoBusiness/pdfShelby_County_Demographics.aspx 

 (2)  Average Number of Customers for 2021 was derived from linear regression forecasting models which results in a ten-year              
 compound growth rate of 0.15% 

(3)   Peak Demand for 2021 was derived from linear regression forecasting models which results in a ten-year compound growth rate 
of 0.15% 

 (4)   Total Sales for 2021 was derived from linear regression forecasting models which results in a ten-year compound growth rate of    
        0.15% 
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The following tables show the energy usage of the Gas Division's ten largest customers for the twelve 
months ended December 31, 2016, the average number of Gas Division customers for the years 2007-2016, the 
cubic feet (ccf) of gas sold annually during the years 2007-2016, the peak billing demand and total sales for the 
years 2007-2016 and the forecasted peak billing demand and total sales for 2017-2021. 

 
 

 
TEN LARGEST GAS SALES CUSTOMERS 

FOR THE TWELVE MONTHS ENDED 
December 31, 2016 

 
 

 
 

 
Rank (1) 

 
 
 
 
 

Name 

 
 
 

Gas Sales to 
Customers 

CCF  

 
 

Gas Sales to 
Customers as a % 
of Total Division 

Gas Sales (1) 

 
 
 
 

Revenue from 
Customers 

 
 

Revenue from 
Customers as a% 
of Total Division 
Sales Revenue (2) 

1 Blues City Brewery, LLC 3,048,489 1.076% $920,595 0.494% 
2 St Jude Children’s Research Hosp. 1,956,219 0.690% $666,665 0.358% 
3 Methodist LeBonheur Healthcare 1,609,893 0.568% $542,100 0.291% 
4 University of Tennessee 1,566,257 0.553% $529,350 0.284% 
5 AMISUB (SFH), Inc. 1,560,338 0.551% $564,675 0.303% 
6 LeBonheur Children’s Hospital 1,316,519 0.465% $448,874 0.241% 
7 Regional Medical Center 1,278,704 0.451% $430,972 0.231% 
8 Lehman Roberts Company 1,198,642 0.423% $426,606 0.229% 
9 Veterans Hospital 1,188,346 0.419% $412,195 0.221% 
10 Owens-Corning Fiber 1,164,874 0.411% $594,502 0.319% 

 Total     15,888,281 5.606% $5,536,534       2.972% 

                (1) Customers ranked by Gas Sales (account based).     
(2) Total Gas Division sales for 12 months ending December 31, 2016 were 283,413,932 ccf.    
(3) Total Gas Division sales revenue for 12 months ending December 31, 2016 was $186,278,867. 
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TEN LARGEST TRANSPORT GAS CUSTOMERS 
FOR THE TWELVE MONTHS ENDED 

December 31, 2016 

 
 
 
 
 

Rank (1) 

  
 

 
 

Gas Transported 
by Customers  

(CCF) 

 
 

 
 

 
Revenue from 

Customers 

 
 

Revenue from 
Customers as 
a% of Total 

Division Sales 
Revenue (2) 

1 Chemours Company LLC 68,808,448 $1,263,332 0.678% 
2 Premcor Refinery Group 22,535,134    $503,494 0.270% 
3 PMC Biogenix Inc. 18,846,791    $413,576 0.222% 
4 Valero Refining Company 18,031,242    $414,019 0.222% 
5 Solae LLC 17,072,156    $401,999 0.216% 
6 KTG (USA) L.P. 12,699,383    $303,333 0.163% 
7 Nucor Steel Memphis Inc.   9,456,131    $233,237 0.125% 
8 Solae LLC   6,598,618    $173,164 0.093% 
9 Memphis Cellulose   5,831,414    $200,372 0.108% 
10 Riviana   5,482,731    $208,225 0.112% 
 Totals    185,362,048 $4,114,752 2.209% 

 
(1) Customers ranked by gas transported. 
(2) Total Gas Division sales revenue, including transport revenue, for 12 months ending December 31, 2016 was $186,278,867. 
 
 

The following tables detail, for each of the years of  2007 through 2016, (i) the average number of Gas 
Division customers in each category, (ii) the cubic feet of gas sold to each category of customers, and (iii) the 
historical gas requirements of the Gas System.  

 
 

                 AVERAGE NUMBER OF GAS CUSTOMERS 

Year Residential Commercial 

(1) 
   Industrial         Other (2)    Total 

2007  296,914   22,922   59    88   319,983  
2008  296,053   22,832   42    94   319,021  
2009       292,685   22,549   38   105   315,377  
2010  291,983   22,471   37   124   314,615  
2011  290,866   22,390   38   125   313,419  
2012  290,147   22,306   35   128   312,616  
2013       290,254   22,113   34   139   312,540  
2014  290,690   21,931   34   149   312,804  
2015  291,448   21,943   32   157   313,580  
2016  289,592  21,646   31    131    311,400  

 
(1) Includes interdepartmental customers. 
(2) Includes Transportation and Spot customers.  
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THOUSANDS OF CUBIC FEET OF GAS SOLD 

Year        Residential Commercial 

(1) 
      

Industrial 
         Other (2)       Total 

2007  17,538,289  10,349,076  3,772,636  5,523,262  37,183,263  
2008  20,587,397  11,673,049  3,344,467  5,259,392  40,864,305  
2009    19,112,270  10,608,047  3,193,796  4,717,738  37,631,851  
2010  21,646,835  11,704,163  1,176,810  4,196,902  38,724,710  
2011  19,673,047  11,030,391  1,140,890  2,041,832  33,886,160  
2012  15,251,029    8,939,842  736,980  1,641,652  26,569,503  
2013    20,998,068  10,938,495  506,209  2,033,317  34,476,089  
2014  23,403,113  11,947,410  587,953  2,853,742  38,792,218  
2015  20,326,974  11,009,018  544,046  3,124,770  35,004,808  
2016 16,713,964    9,344,499 405,442  2,543,217 29,007,122  

 

 

(1) Includes interdepartmental. 
(2) Spot customers. Compressed Natural Gas (CNG) and Liquefied Natural Gas (LNG) added in 2013 through 2016. 

     

HISTORICAL GAS DEMAND AND SALES REQUIREMENTS 

 
 
 

Year 

  Peak 
   Demand 
 (In MCF) 

 
 

     Change 

 
Total Sales 
(In MCF) 

 
 
      

Change 
2007 410,967  -10.77% 37,183,263 0.59% 
2008 450,746     9.68% 40,864,305 9.90% 
2009 482,472     7.04% 37,631,851 -7.91% 
2010 514,704     6.68% 38,724,710 2.90% 
2011 489,226    -4.95% 33,886,160 -12.49% 
2012 405,082 -17.20% 26,569,503 -21.59% 
2013 434,986 7.38% 34,281,931 29.03% 
2014 550,149 26.48% 38,792,218 13.16% 
2015 543,944 -1.13% 35,004,808 -9.76% 
2016    471,770 -13.27% 29,007,122 -17.13% 

Source: Division Financial Reports and Statistics. 
 
The following table shows forecasted demand and sales requirements of the Gas System for each of the 

years 2017 through 2021. 
 

FORECASTED GAS DEMAND AND SALES REQUIREMENTS 

 
 

Year 

Peak                         
Demand 

     (In MCF) (1) 

 

 

 
      Total Sales 

            (In MCF) (2) 
2017             476,118  32,168,727 
2018             476,832  32,216,980 
2019             477,548  32,265,306 
2020             478,263  32,313,704 
2021             478,981 32,362,174 

  

(1)   Growth based on an annual growth rate of 0.15% applied to the last 10-year average peak of 475,405 MCF. 
(2)  Derived from linear regression forecasts models with an annual growth rate of 0.15%. 
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HISTORICAL AND FORECASTED FINANCIAL RESULTS 

Debt Service Coverage 

The management of MLGW has prepared the forecasted financial information set forth below to present 
the forecasted debt service coverage for the Gas Division after issuance of the Series 2017 Bonds. The 
prospective financial information was not prepared with a view toward public disclosure or with a view towards 
complying with the guidelines established by the American Institute of Certified Public Accountants with respect to 
prospective financial information, but, in the view of MLGW management, was prepared on a reasonable basis, 
reflects the best currently available estimates and judgments and presents, to the best of management’s knowledge 
and belief, the expected course of action and the expected future financial performance of MLGW. However, this 
information is not fact and should not be relied upon as necessarily indicative of future results, and readers of this 
Official Statement are cautioned not to place undue reliance on the forecasted financial information. Neither 
MLGW’s independent auditors, nor any other independent accountants or financial advisors, have compiled, 
examined, or performed any procedures with respect to the prospective financial information contained herein, nor 
have they expressed any opinion or any form of assurance on such information or its achievability, and assume no 
responsibility for, and disclaim any association with, the prospective financial information. 

 
The assumptions and estimates underlying the prospective financial information are inherently uncertain and, 

though considered reasonable by the management of MLGW as of the date hereof, are subject to a wide variety of 
significant business, economic and competitive risks and uncertainties that could cause actual results to differ 
materially from those forecasted. 

 
Accordingly, there can be no assurance that forecasted results are indicative of the future performance of 

MLGW or that actual results will not be materially higher or lower than those forecasted. Inclusion of the 
prospective financial information in this Official Statement should not be regarded as a representation by any person 
that the forecasted results will be achieved. 

 
MLGW does not generally publish its business plans and strategies or make external forecasts of its 

anticipated financial position or results of operations. Accordingly, MLGW does not intend to update or 
otherwise revise the prospective financial information to reflect circumstances existing since its preparation or to 
reflect the occurrence of unanticipated events, even in the event that any or all of the underlying assumptions 
are shown to be in error. Furthermore, MLGW does not intend to update or revise the prospective financial 
information to reflect changes in general economic or industry conditions. 
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The following tables present data on historical and forecasted debt service coverage for the Gas Division. 

 
 
 

HISTORICAL DEBT SERVICE COVERAGE  
(Amounts in Thousands) 

Fiscal Years Ended December 31, 2012 – 2016 
Historical 2012 2013 2014        2015     2016 

Operating Revenues  $225,806  $284,615  $333,813    $249,905   $205,876 
Interest and Other Income   588  (253)  (216)            326          99  
Total Income  $226,394  $284,362  $333,597    $250,231   $205,975 

Operating & Maintenance Expense (1) 198,991 254,002 291,883      211,136 185,253 
Net Revenues Available for Debt 
Service  $27,403  $30,360  $41,715  

 
    $39,095 $20,722 

        
Debt Service on Outstanding       

Senior Lien Bonds                   $-                $-     $697 

Total Debt Service Coverage on 
Outstanding Senior Lien Obligation(2) 

  
  
 

  
  
 

  
  
-

 
 

             - 

 
 

  29.71 
 

 (1)    Includes Total Operating Expense and Total Maintenance Expense per the Statements of Income and Expenses and excludes           
  depreciation, amortization, and payments in lieu of taxes. 

(2)     Pursuant to the Master Electric System Resolution, MLGW is required to impose and the City shall approve rates and other charges 
      fully sufficient at all times such that Net Revenues of the Electric System in each Fiscal Year will at least equal 1.20 times the Debt 
      Service Requirement on all Senior Lien Revenue Obligations and 1.00 times the Debt Service Requirement on all other Revenue     
      Obligations then Outstanding, including the Outstanding Subordinate Lien Obligations. 

 
Source: MLGW. 
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Gas Division Forecasted Debt Service Coverage (1) 
(In Thousands) 

Fiscal Years Ended December 31, 2017 - 2021 
 
  

2017 
  

2018 
   

2019 
   

2020 
  

2021 
Operating Revenue (2)  $243,353 $252,498 $264,578  $272,579  $272,947 
Interest and Other Income  1,198 1,066 1,066  1,066  1,066   
Total Income  244,551 253,564 265,644  273,645  274,013 
      
Operating & Maintenance Expense (3)  217,815 218,873 221,606  224,249  226,730   

Net Revenues Available for Debt Service  26,736 34,691 44,038  49,396  47,283  
      
Debt Service on Series 2017 Senior Lien 
Bonds 319 3,075 3,078 3,076 3,079 
Debt Service on Series 2016 Senior Lien 
Bonds  3,048 3,050 3,053  3,053  3,051  
Total Debt Service on Senior Lien Bonds 3,367 6,125 6,131 6,129 6,130 
Coverage for Debt Service on the 
Senior Lien Bonds 7.94 5.66 7.18 8.06 7.71 
      
Debt Service on Future Senior Lien 
Bonds          -     336    1,680   

   
2,689  2,689 

Total Senior Lien Debt Service  3,367 6,461 7,811  8,818  8,819 
Coverage for all Debt Service 7.94 5.37 5.64 5.60 5.36 

 

(1) Includes revenues, expenses, and debt service. 
(2) Assumes forecasted customer growth rate of 0.15% per year. Assumes projected rate increases of 4.0% in January 2019 and 3.0% 

in January 2020. 
(3) Assumes projected MLGW (excluding power cost) average O&M expense growth rate of 2.1% per year through 2021. Excludes 

depreciation, amortization, PILOT and FICA taxes. 
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Gas Division 
Statement of Revenues, Expenses and Changes in Net Position 

For the Fiscal Years Ended December 31, 2012-2016 
(Amounts in Thousands) 

   Year Ended December 31, 2012-2016 
      2012       2013       2014        2015        2016 

Operating Revenue 
Gas Sales Revenue $208,769 $268,112  $310,598  $226,696 $186,279 
Forfeited Discounts 3,205 3,693  4,782  3,438 2,571 
Miscellaneous Service Revenue 3,866 3,294  3,057  2,812 3,058 
Rent from Water Property 3,107 3,009  2,979  3,121 3,270 
Transported Gas 6,362 6,738  7,119  6,380 6,945 
Liquefied Natural Gas (LNG)                -              - 7,139  7,892 4,572 
Compressed Natural Gas (CNG)                -              - 325  400 108 
Revenue Adjustment for Uncollectibles (1,535) (2,261) (2,657) (1,308) (1,405) 
Other Gas Revenue 2,032 2,031  470  474 478 

Total Operating Revenue 225,806 284,616  333,812  249,905 205,876 
Operating Expense 

Production 1,894 1,908  2,489  2,326 1,939 
Gas Cost 112,051 163,241  201,362  122,973 92,183 
Distribution 22,621 24,997  25,891  26,423 27,611 
Customer Accounts 10,039 9,938  9,620  9,316 9,849 
Sales 527 508  452  455 458 
Administrative and General 40,102 38,490  37,577  34,776 39,627 
Customer Service and Information 1,200 1,173  1,241  1,321 1,324 

Total Operating Expense 188,434 240,255  278,632  197,590 172,991 
Maintenance Expense 

Production 583 1,377  399  560  673 
Distribution 9,172 11,069  11,482  11,317 9,961 
Administrative and General 803 793  839  1,111 1,037 

Total Maintenance Expense 10,558 13,239  12,720  12,988 11,670 
Other Operating Expense 

Depreciation 13,261 13,325  13,366  14,660 15,251 
Payment in Lieu of Taxes 15,663 17,435  18,476  17,511 19,158 
FICA Taxes 490 508  530  558 592 

Total Other Operating Expense 29,414 31,268  32,372  32,729 35,001 

Total Operating & Maintenance Expense 228,407 284,762  323,724  243,307 219,663 
Operating Income (Loss) (2,601) (146) 10,088  6,598 (13,786) 

Other Income (Expense) 
  Other Income 590 (253) (216) 325 99 
  Total Income (2,011) (399) 9,872  6,923 (13,688) 
Contributions in Aid of Construction 542 2,015  1,283  2,317 38,119 
Reductions of Plant Costs Recovered through 

Contributions in Aid of Construction (542) (2,015) (1,283) (2,317) (38,119) 
Net Income (Loss) Before Debt Expense (2,011) (399) 9,872  6,923 (13,688) 
Debt Expense 

Interest on Long-Term Debt - -  -  - 591 
Amortization of Debt Discount, Expense and Premium - -  -  - (212) 

Total Debt Expense - -  -  - 379 
Increase(Decrease) in Net Position ($2,011) ($399) $9,872  $6,923 ($14,067) 
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Gas Division 
Selected Statement of Net Position Data  
As of December 31, 2012 through 2016 

(Amounts in Thousands) 

      
       2012        2013        2014       2015       2016 

Assets 
Utility Plant (Net) $306,868 $336,647 $350,735  $363,741 $383,630 
Restricted Funds 16,900 17,388 20,283  22,122 49,261 
Current Assets 229,718 199,053 152,532  160,636 136,737 
Deferred Outflows of Resources 1,439 - 774  6,090 23,504 
Other Non-Current Assets 3,850 2,155 1,591  745 10,478 

TOTAL ASSETS AND DEFERRED 
OUTFLOWS OF RESOURCES $558,775 $555,243 $525,915  $553,334 $603,610 

Liabilities and Net Position 
Net Position $458,197 $457,798 $467,670  $469,528 $455,461 
Long-Term Debt - - -  - 46,591 
Current Liabilities 92,799 90,480 51,546  66,869 60,665 
Deferred Inflows of Resources - 494 -  8,319 6,659 
Other Non-Current Liabilities 7,779 6,471 6,699  8,618 34,234 

TOTAL LIABILITIES, DEFERRED 
INFLOWS OF RESOURCES AND 

   NET POSITION $558,775 $555,243 $525,915  $553,334 $603,610 
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WATER SYSTEM 
 

General 
The Water Division designs, constructs, operates and maintains the Water System.  The Water Division 

distributes water on an exclusive basis to residents within the city limits of Memphis, Arlington and Lakeland and the 
unincorporated areas of the County.  The Water Division sells water to five adjacent utility districts located in the 
Tennessee cities of Bartlett, Collierville, Germantown and Millington and Olive Branch, MS to supplement their own 
pumpage.  

For the Fiscal Year ended December 31, 2016, operating revenues of the Water Division totaled $99,847,000 
and were derived principally from the sale of water to an average of 253,109 customers during the period. The City 
has owned and operated the water system, which is the principal asset and source of revenue of the Water Division, 
through MLGW and predecessor organizations since 1903.  

  
Source of Water 

The aquifer system is one of Memphis' greatest natural resources, providing an abundant supply of pure 
water.  Four water-bearing layers of sand and gravel are situated from 50 to 2,600 feet below the Memphis ground 
surface.  These layers are separated and held under pressure by alternating layers of almost impermeable clay.  The 
Water Division's water supply is drawn from the second layer of sand at depths that range from 350 to 1,100 feet.  
Memphis is the largest city in the world to rely solely on artesian wells for its water supply.  The Water Division 
focuses on the supply, treatment, transmission, and distribution of water from the aquifer system. 

Rates 
MLGW may change its retail rate level upon application by MLGW and approval of the City Council. If the 

rates and charges provided in the retail rate schedule applied for by MLGW and approved by the City Council do not 
produce Water Revenues sufficient to provide for the operation and maintenance of the Water Division on a self-
supporting and financially sound basis, including requirements for interest and principal payments on indebtedness, 
the Master Water System Resolution essentially requires that the City shall put into effect promptly such changes in 
rates and charges as will provide the increased revenues necessary to place the Water Division upon a self-supporting 
and financially sound basis. In the event the Water Division experiences two consecutive years of negative net 
income, the State of Tennessee’s Water and Waste Water Financing Board shall put into effect promptly such 
changes in rates and charges as will provide the increased Water Revenues necessary to place the Water Division 
upon a self-supporting and financially sound basis. 

 The Water Division’s Retail rates have changed 5 times in the years between 2008 and 2016 as a result of 
rate actions by MLGW. MLGW rate actions included a 14.90% increase on June 26, 2008, a 5.00% increase on 
January 3, 2011, a 7.10% increase on January 2, 2013, a 2.13% increase on January 2, 2014, and a 22% rate increase 
on January 4, 2016.  
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MONTHLY RESIDENTIAL AND COMMERCIAL WATER BILLS IN SELECTED MAJOR U.S. CITIES 
 

Residential (1) Monthly Bill 
Peoria, IL $63.88 
Los Angeles, CA $58.92 
Bellevue, WA $58.14 
Austin, TX $57.00 
Birmingham, AL $51.81 
Boston, MA $50.35 
New Orleans, LA $49.22 
Philadelphia, PA $47.69 
Indianapolis, IN $45.42 
Springfield, MO $42.80 
Marietta, GA $42.75 
Chattanooga, TN $40.41 
Columbus, OH $38.22 
New York, NY $38.10 
Knoxville, TN $36.70 
Jackson, TN $34.51 
Oklahoma City, OK $34.32 
Tulsa, OK $33.41 
Las Vegas, NV $32.32 
Jackson, MS $32.10 
Reno, NV $31.64 
Louisville, KY $30.78 
Charlotte, NC $30.44 
Detroit, MI $29.37 
Milwaukee, WI $29.01 
Springfield, IL $28.00 
Clewiston, FL $27.37 
Charleston, SC $25.85 
St. Louis, MO $25.65 
Dallas, TX $25.60 
Jacksonville, FL $25.54 
Omaha, NE $25.34 
Huntsville, AL $24.16 
Lakeland, FL $23.76 
Dover, DE $23.50 
Nashville, TN $21.77 
Salt Lake City, UT $21.61 
San Antonio, TX $20.43 
Lincoln, NE $20.27 
Phoenix, AZ $20.14 
Little Rock, AR $20.05 
Memphis, TN $18.36 
Orlando, FL $13.71 

 

Commercial (2) Monthly Bill 
Marietta $3,462.09 
Boston $2,968.69 
Los Angeles $2,881.00 
Bellevue $2,468.69 
Austin $2,420.64 
New Orleans $2,212.98 
New York $1,905.00 
Birmingham $1,875.29 
Peoria $1,830.97 
Philadelphia $1,815.80 
Clewiston $1,756.52 
Las Vegas $1,676.27 
Phoenix $1,657.20 
Knoxville $1,651.70 
San Antonio $1,610.06 
Jackson MS $1,605.00 
Dallas $1,470.30 
Springfield MO $1,385.00 
Charlotte $1,375.99 
Springfield IL $1,361.94 
Columbus $1,358.31 
Chattanooga $1,300.02 
Oklahoma City $1,287.88 
Tulsa $1,251.84 
Louisville $1,245.75 
Reno $1,190.51 
Detroit $1,154.52 
Indianapolis $1,148.36 
Dover $1,124.50 
Nashville $1,087.23 
Milwaukee $1,042.05 
Jackson TN $965.79 
Lincoln $924.53 
Lakeland $868.99 
Charleston $861.55 
St. Louis $799.24 
Little Rock $779.50 
Jacksonville $748.95 
Huntsville $745.38 
Memphis $739.23 
Salt Lake City $614.51 
Orlando $586.83 
Omaha $574.55 
  

 
(1) Residential rates are based upon an assumed consumption of 10 CCF/Month. 
(2) Commercial rates are based upon an assumed consumption of 500 CCF/Month. 

Source: Memphis Light, Gas and Water 2017 Utility Bill Comparisons for Selected U.S. Cities. 
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Payment in Lieu of Taxes 
 

Tennessee law provides that a municipality may require a public works system to make payments in lieu of 
ad valorem property taxes (“PILOT”) on the property of the public works within the corporate limits of the 
municipality, in an amount not to exceed the taxes payable on privately owned property of a similar nature. 
Tennessee law further provides that such payments in lieu of taxes shall be made only from water system revenues 
remaining after the payment of, or making reasonable provision for the payment of: (a) current water system 
operating expenses, including salaries, wages, cost of materials and supplies, and insurance; (b) current payments of 
interest on indebtedness incurred or assumed by the municipality for the acquisition, extension, or improvement of the 
water system, and the payment of principal amounts of such indebtedness, including sinking fund payments, 
when due; (c) reasonable reserves for renewals, replacements and contingencies; and (d) cash working capital 
adequate to cover operating expenses for a reasonable number of weeks. 

 
The Water Division through an agreement with the City, transfers a payment in the amount of $2.5 million 

per year.  The agreement is effective through the year 2028.  Per City resolution an additional $1.9 million payment 
was made in exchange for the release of any rights the City may have had to receive water from the Water Division 
free of charge during 2014 under the MLGW Charter. For Fiscal Year 2016, the Water Division paid $4.4 million, 
which represents no percentage increase or decrease over the amount paid in Fiscal Year 2015. 

 
Production 

The Water Production/Treatment process involves MLGW’s Water Pumping Stations and each associated 
well field.  Each Water Pumping Station, also referred to as Water Treatment Plant, has associated Water Production 
Wells within a 3-mile radius.  MLGW’s Water Production Wells pumps nearly 98% of Memphis’s water from the 
Memphis Sand Aquifer, which lies 350 to 1100 feet below ground level. It is estimated that this aquifer holds over 
one hundred trillion gallons of cool water. The other 2% is pumped from the Fort Pillow Sand aquifer. 
 

The aquifer system contains alternating layers of water bearing sand and impermeable clay.  It stretches from 
the Tennessee River to the Arkansas Black River.  Memphis is one of the largest cities in the world to rely solely on 
this type water source.   Other aquifers located beneath the Memphis Sand Aquifer are the Fort Pillow Sand, 
McNairy Sand and Coffee Sand.  Water in each aquifer varies slightly in quality, mineral content and taste.  
 

The Water Division has 170 Water Production Wells situated throughout 11 well fields in Shelby County, 
Tennessee. The Mallory Pumping Station serves the Downtown, Midtown, North County, and Westward 
Communities within the I-240 Loop and has a treatment capacity of 35 million gallons per day. The Sheahan 
Pumping Station serves communities inside the I-240 Loop of East Memphis and has a treatment capacity of 35 
million gallons per day. The Allen Pumping Station also serves Downtown, in addition to South Memphis, President 
Island, and Westward Communities inside the I-240 Loop and has a treatment capacity of 30 million gallons per day. 
The McCord Pumping Station serves Northeast Shelby County, East Shelby County, and communities south outside 
of the I-240 loop and has a treatment capacity of 35 million gallons per day. Lichterman Pumping Station serves the 
Hickory Hill and East Memphis area, south to Stateline Road and has a treatment capacity of 30 million gallons per 
day. Davis Pumping Station serves the West County, Pidgeon Industrial Park, and Whitehaven areas and has a 
treatment capacity of 30 million gallons per day. Morton Pumping Station serves North County, Northeast East 
County, and Northward communities outside the I-240 Loop and has a treatment capacity of 30 million gallons per 
day. Shaw Pumping Station serves the East County, Northeast County, Lakeland, and Arlington areas and has a 
treatment capacity of 30 million gallons per day. The Palmer and LNG-Arlington pumping stations serve the 
Whitehaven and the Northeast County areas respectively with pumping capacity of 5 and 1.1 million gallons per day, 
respectively. The Arlington Pumping Station serves the Arlington area but is not currently in use for water treatment. 
Each Water Treatment Plant is designated by the amount of water it is permitted to treat (filter) per the Tennessee 
Department of Environment and Conservation. 
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Distribution 

MLGW's 11 water pumping stations are interconnected via the water distribution system. MLGWs water 
undergoes a three-phase water treatment process which includes aeration, filtration and chemical addition. This 
treatment process oxidizes various elements, increases pH, removes impurities and fortifies water with chlorine, 
fluoride and phosphate.  Once treated, the water is distributed to more than 253,000 residential, commercial and 
industrial customers throughout Shelby County. This interconnectivity allows for stations to share load and shed 
load, if needed.  MLGW's water distribution system is comprised of over 3,700 miles of main, 19 water booster 
stations, 14 elevated water storage tanks, over 120 million gallons of underground reservoir storage, and 33 pressure 
check points throughout the water distribution system.  
 

The Water Division relies on a team of professional chemists and water experts to constantly monitor the 
quality of the water at MLGW's Water Quality Assurance Laboratory. Samples of water are routinely taken from 
sites throughout the city and county. The Laboratory conducts more than 3,200 tests per month. The State of 
Tennessee and the Environmental Protection Agency require the Water Division to test and report on the water 
quality to ensure public safety. The Water Division consistently meets all of these regulatory requirements. 
 

CAPITAL IMPROVEMENT PROGRAM 
OF WATER DIVISION AND SOURCES OF FUNDING 

The Water Division's capital expenditures were $31.0 million for the Fiscal Year ended December 31, 2016. 
The Water Division regularly develops a five-year master plan for major improvements and annually estimates and 
budgets capital improvements for the then current and following Fiscal Year (the "Water Division Master Plan").  
The Water Division has developed a detailed projection of improvements and additions for the Fiscal Years 2017 
through 2021 (the "Water Division Capital Program"), the projected annual cost of which is set forth below.  These 
estimates include a 2.5% average annual inflation factor. 

 
 

WATER DIVISION 
FORECASTED CAPITAL PROGRAM (1) 

(Amounts in Thousands) 
 

Year 
Production 

System 
Distribution  

System 
General 

Plant 
 

    Total 
2017    $16,462    $29,834    $2,458    $48,754 
2018      25,446      31,854      3,137 60,437 
2019 19,500 9,363      2,851 31,714 
2020 17,000 9,343      2,994 29,337 
2021 15,000 9,016      3,104 27,120 

 
(1) Capital Plans area based on the combination of annual Master Plan, historical reviews, rate increase expectations, and growth 

rate projections.  
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MLGW anticipates financing the Water Division’s capital program during the 2017 – 2021 periods from 
current and accumulated revenues of the Water Division and bond proceeds. The forecasted sources of funding for 
the Water Division's 2017 - 2021 capital program are set forth below: 

 
WATER DIVISION  

CAPITAL PROGRAM FUNDING PLAN (1) 

(Amounts in Thousands) 
 
 

Year 

 
Current 

Revenues 

 
Bond 

Proceeds 

 
 

Total 
2017      $23,754     $25,000       $48,754 
2018        30,437       30,000 60,437 
2019          6,713       25,000 31,713 
2020          4,337       25,000 29,337 
2021          7,120       20,000 27,120 

(1)  Water Division Capital Plans are based on the combination of annual updates to the Water Division Master Plan, historical reviews, 
rate increase expectations, and growth rate projections. See “PROSPECTIVE FINANCIAL AND OPERATING INFORMATION 
AND FORWARD LOOKING STATEMENTS” herein. 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF WATER DIVISION 

Revenues 

Fiscal Year 2016:  Total revenues were $100.6 million for fiscal year 2016, an increase of $15.4 million, or 
18.1%, compared to fiscal year 2015. Operating revenues increased $15.4 million due, in part, to an increase in sales 
revenue as a result of a 22% rate increase effective January 2016.   
 

Fiscal Year 2015:  Total revenues were $85.2 million for fiscal year 2015, a decrease of $1.7 million 
compared to fiscal year 2014. Operating revenues decreased $1.7, or 2.0%, due primarily to a decrease in 
miscellaneous revenue of $1.0 million due to a decrease in interdivisional rents, connect/reconnect fees, and forfeited 
discounts and a decrease in sales revenue of $0.9 million due to lower sales volume. 
 
Expenses 
 

Fiscal Year 2016: As of December 31, 2016, total expenses for the Water Division were $86.3 million, an 
increase of $3.9 million, or 4.8%, compared to fiscal year 2015. This resulted from an increase in other operating 
expense of $3.0 million due, in part, to an increase in operation expenses of $2.1 million and an increase in 
depreciation expense of $0.7 million.  
 

Fiscal Year 2015:  As of December 31, 2015, total expenses for the Water Division were $82.3 million, an 
increase of $4.2 million, or 5.3%, compared to fiscal year 2014. This resulted from an increase in other operating 
expense of $4.2 million and non-operating expense of $0.2 million, offset by a decrease in depreciation expense of 
$0.2 million. Other operating expenses increased, primarily due to an increase in pollution remediation expenses. 
 
Change in Net Position 
 

Fiscal Year 2016:  As of December 31, 2016, the change in net position is $9.9 million, up $11.5 million 
from a loss of $1.6 million at December 31, 2015. This is due to an increase in operating revenues of $15.4 million, 
offset by an increase in other operating expense of $3.0 million. 
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Fiscal Year 2015: As of December 31, 2015, the change in net position is a loss of $1.6 million, down $5.9 
million from a gain of $4.3 million at December 31, 2014. This decrease is due primarily to an increase in other 
operating expense of $4.2 million and a decrease in operating margin of $1.7 million.  

FACTORS AFFECTING THE WATER INDUSTRY  
The Water System, which provides potable water to residential, commercial, and industrial customers, must 

be operated in compliance with local, state and federal regulations. Local regulations entail compliance with storm 
water discharge, air quality, sanitary sewer discharge, and chemical addition. State regulations entail compliance with 
chemical additions, storm water discharge, chemical safety guidelines, safety for employees, safety of water 
production and distribution. Federal compliance involves meeting the requirements of the Federal Safe Drinking 
Water Act, as well as the regulations implemented pursuant to the Tennessee Safe Drinking Water Act. The Water 
Division's water supply is drawn from the aquifer system which provides an abundant supply of pure water to 
accommodate demand growth in the Water System. 

Operation of the Water System is subject to several local, federal and state environmental laws and 
regulations.  Some of the key areas covered by these regulations include: the quality and safety of drinking water; 
standards and limitations on water and air pollutants to the environment; availability of water as a resource; handling 
and disposal of solid waste; and health and safety standards for personnel. Compliance with these laws and 
regulations in the ordinary course of operations requires significant operating and capital expenditures.  Failure to 
comply with these regulations also could have material adverse effects, including, among others, the imposition of 
civil liability or fines by regulatory agencies or liability to private parties.  The applicable regulatory requirements are 
administered by the Tennessee Department of Environment and Conservation (“TDEC”) with oversight by the U.S. 
Environmental Protection Agency (the “USEPA”).  The Water System is subject to a biennial inspection by TDEC 
entitled the Sanitary Survey.  The score obtained on the Sanitary Survey places a water system in one of three 
categories:  “Approved” (95% to 100%), “Provisionally Approved” (90% to 94%), and “Unsatisfactory” (0 to 89%).  
The Water System had its last Sanitary Survey from September 29 through October 15, 2014, and received a score of 
97%.   

The water treated and delivered by the Water System meets or exceeds all drinking water standards 
established by the USEPA and no Maximum Contaminant Level has been exceeded.  The Water Division 
consistently meets all of these regulatory requirements and has never been cited for a water quality violation.   

The Water Division is currently working on a few specific projects that must be completed by defined dates 
as specified by TDEC and the City of Memphis’ Public Works Department.  Nevertheless, the Water Division still 
has much flexibility to determine which capital projects are best able to maximize continued compliance. 

System Security  

By direction of the USEPA, a Vulnerability Assessment of the security of the Water Division's drinking 
water supply, treatment and distribution was completed in 2003.  Since this assessment, the Water Division has 
revisited and revised the Vulnerability Assessment as new regulations and conditions warrant.  Additionally, the 
Water Division's Emergency Response Plan was updated with provisions for mitigating physical attack and 
contamination.  The Water Division has better equipped water facilities against a physical attack, and has since 
concentrated efforts on preventing contamination events via an improved Cross Connection Control Program.    
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The following table shows historical figures for Shelby County’s population, the Water Division’s average 
number of customers, water pumpage and water sales, as well as forecasts for such figures for the year 2021 
developed by MLGW. Future growth of Water Division sales is forecasted on the basis of population growth studies 
by the U.S. Census Bureau and analyses performed by the Water Engineering Department. 
 

Historical and Forecasted Water System Use 
 

 

Shelby County 
Population (1) 

      Average  
Number of 

Customers (2) 

  Total Water  
    Pumped   

              (ccf) (2) Year 
 Total Sales 

                (ccf) (2) 
1980          777,113           194,637  59,246,149 51,343,954 
1985                812,358           203,414  63,040,671 54,328,405 
1990                826,327           208,010  68,152,348 59,440,511 
1995                853,994           216,021  65,611,214 62,534,530 
2000                897,472           248,293  78,903,338 66,218,448 
2005                904,000           253,769  72,782,630 62,995,370 
2010                927,644           255,300  71,826,576 59,508,444 
2011                933,011           254,254  69,227,921 55,907,704 
2012                938,965           253,838  67,997,665 56,449,005 
2013                938,091           254,142  63,714,945 52,507,255 
2014                937,162        254,176  64,481,092 52,067,462 
2015                936,131       254,740  61,074,063 50,094,962 
2016                934,603       253,109 60,451,559 48,731,410 
2021                982,639           255,013  62,900,050 49,468,626 

 

(1)   Source: U.S. Census Bureau, except for 2021. The 2021 population figure was retrieved from the Memphis Chamber Website,      
     http://www.memphischamber.com/Articles/DoBusiness/pdfShelby_County_Demographics.aspx  

         (2)    Source: Division Financial Reports and Statistics, except for 2021 which was derived from linear regression forecasting models    
                     which results in a ten-year compound growth rate of 0.15%. 

(3)    Source: Division Financial Reports and Statistics, except for 2021 which was derived from linear regression forecasting models    
             which results in a ten-year compound growth rate of 0.15%. 

(4)    Source: Division Financial Reports and Statistics, except for 2021 which was derived from linear regression forecasting models    
             which results in a ten-year compound growth rate of 0.15%. 
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The following table shows the Water Division’s ten largest customers for the twelve months ended December 
31, 2016, based on water sales to customers by cubic feet, percentage of total Water Division sales revenue, revenue 
from such customers and by revenue from customers as a percentage of total Water Division sales revenue. 

 
 
  

Water Division 
Ten Largest Water Customers 

for the Fiscal Year Ended 
December 31, 2016 

Rank Customer Name 

Water 
Sales to 

Customers 
(ccf) 

      Sales to      
 Customers      
   as a % of      
         Total       
     Division     

             Sales (2) 

Revenue 
from 

Customers 

Revenue from 
Customers as a 

% of Total 
Division Sales  

        Revenue(2) 
1 South Treatment Plant 612,360     1.257% $604,046         0.621% 
2 Premcor Refinery Group 563,062     1.155% 574,308         0.590% 
3 Kellogg 469,410     0.963% 470,615         0.484% 
4 Tennessee Valley Authority 452,500     0.929% 462,824         0.476% 
5 TE Maxson Dewatering Facility 416,735     0.855% 426,272         0.438% 
6 PMC Biogenix, Inc. 403,205     0.827% 412,444         0.424% 
7 City of Memphis Zoo 302,064     0.620% 309,078         0.318% 
8 Riviana Food, Inc. 242,854     0.498% 250,959         0.258% 
9 Cascades Tissue Group 225,085     0.462% 224,129         0.230% 

10 Valero Refining, LLC 214,061     0.439% 219,139         0.225% 

Totals 3,901,336     8.006% $3,953,815         4.062% 
 

         
(1) Customers ranked by Water Sales. 
(2) Total Water Division sales for 12 months ending December 31, 2016 were 48,731,410 ccf. 
(3) Total Water Division sales revenue for 12 months ending December 31, 2016 was $97,331,639.  
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The following tables show the Water Division’s (i) average number of water customers (ii) hundred cubic 
feet of water sold and (iii) historic pumpage requirements. 

 
AVERAGE NUMBER OF WATER CUSTOMERS 

 
Year Residential Commercial       Other (1,2)      Total 
2007  231,831   20,465   5,323      257,619  
2008  230,959   20,299   5,312      256,570  
2009  229,925   20,279   5,499      255,703  
2010  229,429   20,317   5,554      255,300  
2011  228,424   20,265   5,565      254,254  
2012  227,961   20,313   5,564      253,838  
2013  228,047   20,823   5,272      254,142  
2014  228,147   20,792   5,237      254,176  
2015  228,562   20,844   5,334      254,740  
2016  221,171   20,580   5,358      253,109   

 
   (1) Includes Free Water and Fire Protection Accounts. 
   (2) Free Water was eliminated and combined with Commercial beginning in 2013. 
 

 
HUNDRED CUBIC FEET OF WATER SOLD 

 
Year Residential Commercial                Other (1,2)            Total 
2007  29,945,836  30,664,227 2,018,518 62,628,581 
2008  27,443,102  30,438,082 2,767,437 60,648,621 
2009  25,481,799  27,093,141 2,389,385 54,964,325 
2010  28,039,007  29,073,734 2,395,702 59,508,443 
2011  25,813,028  27,925,614 2,169,062 55,907,704 
2012  25,647,247  28,609,765 2,191,993 56,449,005 
2013  23,707,028  28,325,038    475,189 52,507,255 
2014  23,208,066  28,355,246    504,150 52,067,462 
2015  22,853,763  26,712,414    528,785 50,094,962 
2016  22,442,729 26,146,652    142,029 48,731,410 

 
(1) Includes Free Water and Fire Protection Accounts. 
(2) Free Water was eliminated and combined with Commercial beginning in 2013. 

 
 

HISTORICAL PUMPAGE REQUIREMENTS 
 

 
 

Year 

 
     Maximum 

Day 
    (In MG) 

 
    

      Change 

 
   Total Sales 
    (In CCF) 

 
 

     Change  

 
Annual Pumpage 

(In CCF)   

2007  225.5  4.74%  62,628,581  4.26%  74,054,864  
2008  198.8   -11.84%  60,648,621  -3.16%  69,402,602  
2009  189.5     -4.68%  54,964,325  -9.37%  66,315,562  
2010  190.6  0.58%  59,508,443  8.27%  71,826,576  
2011  187.8     -1.47%  55,907,704  -6.05%  69,227,921  
2012  195.1  3.89%  56,449,005  0.97%  67,997,665  
2013  172.2   -11.74%  52,507,255  -6.98%  63,714,945  
2014  172.6  0.23%  52,067,462  -0.84%  64,481,092  
2015  162.4     -5.91%  50,094,962  -3.79%  61,074,063  
2016  144.0  -11.33%  48,731,410 -2.72%  60,451,559 

 
Note: Declining sales and pumpage since 2013 attributed to the loss of Cargill, Inc. 
Source: Division Financial Reports and Statistics 
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The following table shows forecasted connections and pumpage requirements of the Water System for 
each of the years 2017 through 2021. 

 
FORECASTED PUMPAGE REQUIREMENTS 

 
 
 

Year 

 
Maximum Day 

(In MG) (1) 

  
  Total Sales 
    (In CCF) (2) 

  
Annual Pumpage  
       (In CCF) (3)   

2017          163.0      49,172,924  62,524,060 
2018          163.3      49,246,683   62,617,847 
2019          163.5      49,320,553   62,711,773 
2020          163.8      49,394,534   62,805,841 
2021          164.0     49,468,626  62,900,050 

 
   (1) Growth based on an annual growth rate of 0.15% applied to the last 4-year average Max Day of 162.8 MG. 

(2) Derived from linear regression forecasts models with an annual growth rate of 0.15%. 
(3) Growth based on an annual growth rate of 0.15% applied to the last 4-year average Annual Pumpage of 62,430,415 CCF.   

 
 

HISTORICAL AND FORECASTED FINANCIAL RESULTS 

Debt Service Coverage 

The management of MLGW has prepared the forecasted financial information set forth below to present 
the forecasted debt service coverage for the Water Division after issuance of the Series 2017 Bonds. The 
prospective financial information was not prepared with a view toward public disclosure or with a view towards 
complying with the guidelines established by the American Institute of Certified Public Accountants with respect to 
prospective financial information, but, in the view of MLGW management, was prepared on a reasonable basis, 
reflects the best currently available estimates and judgments and presents, to the best of management’s knowledge 
and belief, the expected course of action and the expected future financial performance of MLGW. However, this 
information is not fact and should not be relied upon as necessarily indicative of future results, and readers of this 
Official Statement are cautioned not to place undue reliance on the forecasted financial information. Neither 
MLGW’s independent auditors, nor any other independent accountants or financial advisors, have compiled, 
examined, or performed any procedures with respect to the prospective financial information contained herein, nor 
have they expressed any opinion or any form of assurance on such information or its achievability, and assume no 
responsibility for, and disclaim any association with, the prospective financial information. 

 
The assumptions and estimates underlying the prospective financial information are inherently uncertain and, 

though considered reasonable by the management of MLGW as of the date hereof, are subject to a wide variety of 
significant business, economic and competitive risks and uncertainties that could cause actual results to differ 
materially from those forecasted. 

 
Accordingly, there can be no assurance that forecasted results are indicative of the future performance of 

MLGW or that actual results will not be materially higher or lower than those forecasted. Inclusion of the 
prospective financial information in this Official Statement should not be regarded as a representation by any person 
that the forecasted results will be achieved. 

 
MLGW does not generally publish its business plans and strategies or make external forecasts of its 

anticipated financial position or results of operations. Accordingly, MLGW does not intend to update or 
otherwise revise the prospective financial information to reflect circumstances existing since its preparation or to 
reflect the occurrence of unanticipated events, even in the event that any or all of the underlying assumptions 
are shown to be in error. Furthermore, MLGW does not intend to update or revise the prospective financial 
information to reflect changes in general economic or industry conditions.  
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The following tables present data on historical and forecasted debt service coverage for the Water 
Division. 

 
 HISTORICAL DEBT SERVICE COVERAGE  

(Amounts in Thousands) 
Fiscal Years Ended December 31, 2012 – 2016 

 

Historical 2012 2013 2014 2015 2016 

Operating Revenues  $   84,900  $    84,780  $   86,181   $   84,491  $99,848 
Interest and Other Income   365 650 720  674 740 
Total Income  $   85,265  $    85,430  $   86,901   $   85,165 $100,588 

Operating & Maintenance Expense (1) 74,395 69,457 70,379  74,604 77,612 
Net Revenues Available for Debt Service  $   10,870  $    15,973  $   16,522   $   10,561  $22,976 
      
Debt Service on Outstanding Series 2014 Water           
      System Bonds   $255 $1,075 $1,075 
      
Debt Service on Outstanding Series 2016 Water           
      System Bonds     -  -  $401 
      
Total Debt Service on Outstanding Water System 
Bonds   $255 $1,075 $1,476 
      

Total Debt Service Coverage on Outstanding 
Water System Bond Obligations (2)      64.79  9.82 15.58 

 

(1) Includes Total Operating Expense and Total Maintenance Expense per the Statements of Income and Expenses and excludes depreciation, 
amortization, and payments in lieu of taxes. 

(2) Pursuant to the Master Water System Resolution, MLGW is required to impose and the City shall approve rates and other charges fully 
sufficient at all times such that Net Revenues of the Water System in each Fiscal Year will at least equal 1.20 times the Debt Service 
Requirement on all Senior Lien Revenue Obligations, including the Series 2017 Water System Bonds, and 1.00 times the Debt Service 
Requirement on all other Revenue Obligations then Outstanding. 
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WATER DIVISION FORECASTED DEBT COVERAGE (1) 
(In Thousands) 

Fiscal Years Ended December 31, 2017 - 2021 
 

           2017            2018            2019            2020            2021 

Operating Revenue (2) $100,129 $100,061 $114,754  $114,941 $115,131  

Interest and Other Income 786   697   697   697   697   

Total Income 100,915  100,758  115,451   115,638  115,828  

      

Operating & Maintenance Expense (3) 84,387   84,612 86,799   88,423 90,400 

Net Revenues Available for Debt Service 16,528   16,146   28,653 27,215   25,428   

      

Debt Service on Series 2017 Senior Lien Bonds 163 1,809 1,806 1,808 1,806 

Debt Service on Series 2016 Senior Lien Bonds 2,044  2,045  2,047   2,047  2,045  

Debt Service on Series 2014 Senior Lien Bonds 1,072 1,076 1,074 1,077 1,073 

Total Debt Service on Senior Lien Bonds 3,279 4,930 4,927 4,932 4,924 
Coverage for Debt Service on the Senior Lien 
Bonds 5.04 3.28 5.82 5.52 5.16 

      

Debt Service on Future Senior Lien Bonds          - 504   2,437   4,117   5,713   

Total Senior Lien Debt Service  3,279 5,434 7,364  9,049 10,637   

Coverage for All Debt Service  5.04 2.97 3.89 3.01 2.39 
 

(1) Includes revenues, expenses, and debt service. 
(2) Assumes forecasted customer growth rate of 0.15% per year. Assumes projected rate increases of 15.0% in January 2019. 
(3) Assumes projected MLGW (excluding power cost) average O&M expense growth rate of 2.0% per year through 2021. Excludes 

depreciation, amortization, PILOT and FICA taxes. 
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Water Division 
Statement of Revenues, Expenses and Changes in Net Position 

For the Fiscal Years Ended December 31, 2012-2016 
(Amounts in Thousands) 

       Year Ended December 31, 2012-2016 

    2012 
  

2013       2014 
  

2015 2016 

Operating Revenue 
Water Sales Revenue $77,566 $81,080 $82,325  $81,424  $97,332 
Forfeited Discounts 1,253 1,283 1,308  1,240 1,429 
Miscellaneous Service Revenue 1,848 1,747 1,730  1,606 1,669 
Rent from Water Property 4,984 1,395 1,395  547 160 
Revenue Adjustment for Uncollectibles (1,086) (1,066) (924) (676) (1,096) 
Other Water Revenue 335 341 347  350 353 

Total Operating Revenue 84,900 84,780 86,181  84,491 99,847 
Operating Expense 

Production 13,975 12,348 12,730  12,512 12,491 
Distribution 9,595 10,014 10,559  14,481 14,285 
Customer Accounts 7,198 7,072 7,009  6,908 7,246 
Sales 519 507 371  366 368 
Administrative and General 29,145 27,435 27,365  26,757 28,648 
Customer Service and Information 522 506 627  703 760 

Total Operating Expense 60,954 57,882 58,661  61,727 63,798 
Maintenance Expense 

Production 4,621 3,051 2,868  3,075 3,268 
Distribution 7,112 6,536 7,144  8,070 8,775 
Administrative and General 1,346 1,613 1,314  1,319 1,333 

Total Maintenance Expense 13,079 11,200 11,326  12,464 13,376 
Other Operating Expense 

Depreciation 10,758 7,465 7,522  7,279 7,987 
Payment in Lieu of Taxes 2,500 4,300 4,400  4,400 4,400 
FICA Taxes 362 375 392  412 437 

Total Other Operating Expense 13,620 12,140 12,314  12,091 12,824 
Total Operating & Maintenance Expense 87,653 81,222 82,301  86,282 89,998 
Operating Income (Loss) (2,753) 3,558 3,880  (1,791) 9,849 
Other Income (Expense) 

Other Income 365 650 722  676 740 
   Total Income (2,388) 4,208 4,602  (1,115) 10,589 
Miscellaneous Income Deductions- Interest Expense- Other - - - - - 
Contributions in Aid of Construction 3,499 4,357 3,161  3,128 3,533 
Reductions of Plant Costs Recovered through 

Contributions in Aid of Construction (3,499) (4,357) (3,161) (3,128) (3,533) 
Net Income (Loss) Before Debt Expense (2,388) 4,208 4,602  (1,115) 10,589 
Debt Expense 

Interest on Long-Term Debt - - 
   

297  
  

514 
  

811 

Amortization of Debt Discount, Expense and Premium - - 
   

(33) 
  

(58) 
  

(119) 
Total Debt Expense 

- - 
   

264  
  

456 
  

691 
Increase(Decrease) in Net Position ($2,388) $4,208 $4,338  ($1,571) $9,897 
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Water Division 
Selected Statement of Net Position Data  
As of December 31, 2012 through 2016 

(Amounts in Thousands) 

      
       2012        2013        2014       2015       2016 

Assets 
Utility Plant (Net) $256,712 $261,895 $266,592  $270,987 $292,880 
Restricted Funds 11,719 11,815 14,168  13,986 29,756 
Current Assets 42,009 39,658 45,234  43,791 46,901 
Deferred Outflows of Resources - - -  3,634 15,608 
Other Non-Current Assets 2,095 2,220 2,653  2,693 4,012 

TOTAL ASSETS AND DEFERRED 
OUTFLOWS OF RESOURCES $312,535 $315,588 $328,647  $335,091 $389,157 

Liabilities and Net Position 
Net Position $279,558 $283,766 $288,104  $283,170 $293,067 
Long-Term Debt - -     15,384 14,739 45,501 
Current Liabilities 25,030 24,860 19,235  25,190 25,185 
Deferred Inflows of Resources - - -  5,526 4,416 
Other Non-Current Liabilities 7,947 6,962 5,924  6,466 20,988 

TOTAL LIABILITIES, DEFERRED 
INFLOWS OF RESOURCES AND 

   NET POSITION $312,535 $315,588 $328,647  $335,091 $389,157 
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GENERAL INFORMATION REGARDING THE CITY OF MEMPHIS, TENNESSEE 

In addition to the information provided in the Official Statement, the City has provided the following general 
information regarding the City. A complete review of this Appendix D, together with the body of the Official 
Statement and all other appendices attached hereto, is essential to the making of an informed investment decision by 
any purchaser of the Series 2017 Bonds.  In the making of an informed investment decision relating to the Series 
2017 Bonds, a potential purchaser should not conclude that the presentation of information in this Appendix D, 
versus a presentation of the same in the body of the Official Statement, denotes that the information provided in this 
Appendix D is of less relevance or importance than the information set forth in the body of the Official Statement. 

The City has not authorized anyone to give any information or to make any representations not contained 
herein or supplemental hereto and, if given or made, such other information or representations must not be relied 
upon as having been authorized.  All of the following information, estimates and expressions of opinion are 
subject to change without notice. The delivery by the City of the information contained herein shall not, under any 
circumstances, create any implication that there has been no material change in the affairs of the City since the date 
of the Official Statement. 
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ECONOMIC AND DEMOGRAPHIC INFORMATION 

Population Data 

The following table presents population data for the City, the County, the State and the United States 
for calendar years 2012 through 2016. 

Population Data(1) 
Calendar Years 2012-2016 

(amounts in 000s) 

      2012     2013    2014       2015       2016 
Memphis 659 658 656 654 653 
Shelby County 939 938 937 936 935 
Tennessee 6,454 6,495 6,544 6,595 6,651 
United States 313,998 316,205 318,563 320,897 323,128 
_____________________ 
(1) From time to time, the U.S. Census Bureau revises its population estimates. 
Source: U.S. Census Bureau, Annual Estimates of Resident Population, as of July 2017. 

Per Capita Personal Income 

The following table presents per capita income for the City, the County, the State and the United 
States for calendar years 2011 through 2015. 

Per Capita Personal Income 
Calendar Years 2011-2015 

   2011   2012   2013   2014   2015 
Memphis(1) $38,512 $40,116 $40,000 $41,985 $42,300 
Shelby County 41,176 42,824 42,461 43,709 45,153 
Tennessee 37,457 38,778 38,814 40,252 42,127 
United States 42,461 44,282 44,493 46,464 48,190 
_____________________ 
Source: U.S. Bureau of Economic Analysis, Updated November 2016. 

(1) Memphis, TN-MS-AR (Metropolitan Statistical Area) 
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Employment 

According to the U.S. Bureau of Labor Statistics, the unemployment rate for the City and the County 
was 5.3% and 5.4%, respectively, in 2016. The following table presents annual employment and 
unemployment trends in the City, the County, the State and the United States for calendar years 2007 to 2016. 

Labor Force Trends 

 
Persons in Shelby County 

(in thousands)  
Calendar 

Year Employed Unemployed 
Memphis 

M.S.A 
Shelby 
County Tennessee USA 

2016 411.9 23.8 5.3% 5.4% 4.8% 4.9% 
2015 403.0 27.5 6.2 6.4 5.5 5.3 
2014 397.5 32.5 7.4 7.5 6.5 6.2 
2013 400.6 38.7 8.5 8.8 7.7 7.4 
2012 407.7 38.4 8.5 8.6 7.8 8.1 
2011 408.3 43.0 9.4 9.5 8.9 8.9 
2010 405.0 43.8 9.7 9.8 9.6 9.6 
2009 393.8 44.3 10.0 10.1 10.6 9.3 
2008 409.6 30.4 6.8 6.9 6.8 5.8 
2007 424.1 22.6 5.1 5.1 4.7 4.6 

________________ 
Source: U.S. Bureau of Labor Statistics, Updated on July 2017. 
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Employers 

The following table presents the 25 largest employers in the Memphis area. 

Memphis Area 25 Largest Employers 

Company Name 
    Local 
Employees 

FedEx Corp. 30,000 
Tennessee State Government 14,800 (est.) 
United States Government 13,500 (est.) 
Shelby County Schools 12,700  
Methodist LeBonheur Healthcare 10,967 
Naval Support Activity Mid-South 7,500 
Baptist Memorial Health Care Corp. 7,081  
The Kroger Co. 6,781 
City of Memphis 6,475 
Wal-Mart Stores Inc.             5,600 (est.) 
Shelby County Government 5,040 
Desoto County School District 4,165 
St. Jude Children's Research Hospital 3,962 
University of Tennessee Health Science Center 3,606 
Technicolor 3,500 
XPO Logistics Supply Chain(1) 3,175 
Century Management Inc. 3,130 
Memphis Light, Gas & Water 2,700 
Nike Inc. 2,621 
The University of Memphis 2,500 
Regional One Health 2,435 
Saint Francis Healthcare 2,430 
International Paper Co. 2,400 
Veteran Affairs Medical Center 2,325 
First Horizon National Corp. 2,200 
ServiceMaster Global Holdings Inc. 2,200 
___________________ 
(1) XPO Logistics Supply Chain was listed in past years as New Breed Logistics. 
Source: Book of Lists 2016-2017, Memphis Business Journal.
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The following table presents the largest manufacturing companies, based on number of employees, in the 
Memphis area. 

Memphis Area Manufacturing Companies 

 
Company 

Local 
Employees Products 

1 Smith & Nephew 2,100 Orthopedic medical devices 
2 ABB Electrification Products 1,500 Electrical components for construction 
3 UTC-Carrier Corp. 1,500 Split system condensing units 
4 Electrolux 1,393 Stoves, ovens and freestanding ranges 
5 Unilever 630 Breyers ice cream, Klondike bars, popsicles 
6 Hino Motors Manufacturing USA Inc. 600 Axle, suspension, frame rails and engine rods 
7 MicroPort Orthopedics Inc. 515 Orthopedic products, knee and hip implants 
8 Wright Medical Technology Inc. 500 Orthopedic implants 
9 K.T.G. (USA) Inc. 450 Tissue and paper towels 
10 Kellogg Co. 410 Waffles 
11 Nucor Steel of Memphis Inc. 400 Steel 
12 The Hershey Co. 400 Candy, mints and gum 
13 Cummins Inc. 390 Diesel components and engines 
14 Barr Brands International Inc. 389 Heavy duty cleaning 
15 Bryce Corp. 368 Flexible packaging 
16 Kellogg Co. 350 Cereal 
17 Medegan Medical Products(1) 340 Patient bedside products 
18 DuPont Protein Solutions 330 Soy protein 
19 Valero Memphis Refinery 309 Gasoline, fuel, petrochemicals 
20 Charms 300 Hard candy 
21 GlaxoSmithKline 300 Over-the-counter consumer products 
22 Mueller Industries Inc. 300 Tubular products, fittings and valves 
23 ThyssenKrupp Elevator Manufacturing Inc. 300 Elevators and industrial lifting equipment 
24 Buckman 297 Specialty industrial chemicals 
25 Competition Cams Inc. 275 Automotive performance aftermarket 
___________________ 
(1) Medegan Medical Products was listed in past years as Medical Action Industries Inc. 
Source: Book of Lists 2016-2017, Memphis Business Journal. 
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Housing and Construction 

The following table presents annual data on the number of building permits granted and the value of 
related construction between Fiscal Years 2012-2016 for both the County and the City. 

Building Permits 

Fiscal 
Year 

 Shelby County (1)      Memphis     
Total 

      Number 
      Issued Valuation (2)(3) 

Total 
Number
Issued Valuation (3)

City as a 
% of Shelby County 

2012 6,634 1,011,363 4,768 764,623 75.6 
2013 6,967 1,090,087 5,024 875,514 80.3 
2014 6,503 1,106,032 4,728 852,970 77.1 
2015 6,600 1,197,691 4,901 869,444 72.6 
2016 6,460 1,123,072 4,696 848,596 75.6 

_________________________ 
(1) Includes all incorporated and unincorporated areas of the County. 
(2) All Shelby County, less Collierville and Bartlett. 
(3)    In thousands. 
 
Source:  Shelby County Building Department.
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Industrial Development Projects 

The following table presents the top largest industrial development projects, based on amount of forecasted capital investment, in the County for 
which payments-in-lieu-of-taxes (“PILOTs”) were awarded by the Economic Development Growth Engine Industrial Development Board of the City of 
Memphis and County of Shelby, Tennessee (“EDGE”), as indicated below: 

Top Industrial Development Projects Funded by PILOTs 
Shelby County, Tennessee 

January 1, 2016 to June 30, 2017 

Company Name 
Forecasted Capital 

Investment 
Forecasted 

Jobs 

Forecasted 
Average Annual 

Wages 
SPV-NA1, LLC (dba, 
NouriTech)  $120,000,000 66 $62,955 

Unaversive, Inc.  116,402,606 15 38,000 
ServiceMaster Global 
Holdings, Inc.  36,000,000 965 95,741 

Sedgwick Claims 
Management Services, Inc.  33,538,400 995 64,656 

TAG Truck Enterprises, LLC  27,810,000 203 54,715 
Ebrofrost North America, Inc.  25,914,467 16 48,477 
Cargill Inc.  20,000,000 24 60,417 
Frayser Gateway  16,080,000 136 23,294 
W.M. Barr & Company, Inc.  12,000,000 219 39,944 
Turner Holdings, L.L.C.  8,810,800 159 51,283 
Nucor Steel Memphis, Inc.  8,100,000 15 56,333 
International Distributors 
USA, Inc.  6,475,334 40 37,106 

Evergreen Packaging, Inc.  3,823,800 173 176,283 
Neighborhood Docs  3,744,919 42 52,119 
Hollywood Feed, LLC  3,169,000 73 47,000 
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The Economy 

In recent years, the economy of the City has experienced notable success in attracting new businesses 
along with the continued growth of existing businesses.  This success is due in large part to the City's location 
near the geographic center of the nation, combined with excellent transportation facilities.  Also, the City 
benefits from serving as the trade center for the surrounding area. 

Trade Area 

Trade and retail facilities in the City serve a trade area of 76 counties, with a radius of roughly 200 
miles east and west and a longer radius paralleling the Mississippi River along 300 miles north and south.  
This trade territory includes 13 counties in Arkansas, one county in Kentucky, 41 counties in Mississippi, two 
counties in Missouri and 19 counties in Tennessee. 

Agribusiness 

The MidSouth area (“MSA”), encompassing the Mississippi River Delta, is one of the richest 
agricultural areas in the nation.  Farming is a major occupation of the region and has developed into major 
agribusiness activities.  The 200-day growing season and favorable climate encourage the production of a 
variety of products.  There is a major emphasis on soybeans, cotton and cattle, with additional interest in rice, 
corn, peaches, apples and a variety of vegetables. 

The Memphis MSA is the world's largest spot cotton market, with more than 40% of the nation's 
entire cotton crop traded here annually.  In addition to being the leading cotton market, the Memphis MSA is 
the nation's second largest processor of soybeans, third largest meat processor and third largest total food 
processor.  Also, agricultural processors, packers, shippers, distributors and merchants are becoming 
increasingly visible contributors to the growth of the City and its economy. 

An international agricultural market center, Agricenter International, was established in 1985 and is 
located in the eastern section of the City, approximately 30 minutes from downtown Memphis.  The 140,000 
square foot exhibition center provides a forum for manufacturers, researchers and agribusiness organizations 
and producers from across the country.  Its facilities include a 1,000-acre demonstration farm, both indoor and 
outdoor exhibition space, a fishing lake and an auditorium with seating capacity of 500.  The Agricenter is 
operated by a nonprofit entity pursuant to a management contract with the Shelby County Agricenter 
Commission. 

Tourism 

The City's tourism industry has shown considerable growth since 1990.  Some of the principal 
reasons for the growth include the investment of public funds into tourism development projects, the area's 
music culture and industry and the development of casino gaming in nearby Northern Mississippi. 

The City's two largest tourist attractions draw on the area's rich music heritage.  The Beale Street 
Historic District is located in downtown Memphis and on an annual basis attracts approximately four million 
patrons, both tourists and residents.  Entertainment in the District focuses on the Blues, which developed on 
Beale Street throughout the early and middle part of the 20th century.  The other large music-related attraction 
is Graceland, the home of the late Elvis Presley, which serves as a museum honoring the early rock and roll 
pioneer.  Graceland attracts an annual average of more than 650,000 people, many of whom make Graceland 
the primary reason for their visit to the City.  
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Much of the area's tourism activity is focused on downtown Memphis.  Mud Island, a park and 
museum devoted to the history, environment and culture of the Mississippi River, is located in Memphis' 
harbor.  The Convention Center is downtown and hosts business and other gatherings.  In 2003, a $92 million 
expansion to the convention center was completed, which included the construction of the Cannon Center for 
the Performing Arts, home to the Memphis Symphony.  The National Civil Rights Museum is located at the 
Lorraine Motel, offering a comprehensive overview of the American Civil Rights Movement in exhibit form.  
In 2000, Memphis became the home of the Memphis Redbirds, a minor league baseball team, and constructed 
a new stadium, AutoZone Park, in the heart of downtown.  In 2001, the NBA Vancouver Grizzlies were 
refranchised and relocated to Memphis.  An arena, the FedEx Forum, was constructed just south of Beale 
Street for the Grizzlies' use.  It opened for the 2004-2005 NBA season.  In 2015, BassPro Shops opened a 
retail store and tourist attraction in the Pyramid building located in downtown Memphis on the banks of the 
Mississippi River.  In addition to its retail store, the 220,000 square foot facility includes a hotel, a bowling 
alley, restaurants, an aquarium, an indoor shooting range, a duck aviary and an alligator pit. 

Many other features enhance the City's ability to attract visitors.  These include Shelby Farms, the 
City's 4,500-acre park system which is one of the largest urban park systems in the United States, as well as 
the Memphis Zoo and Aquarium, a number of fine art galleries, the Overton Square entertainment district, the 
62,000-seat Liberty Bowl Memorial stadium and the Memphis International Raceway. 

There are approximately 241 hotels and 22,353 hotel rooms in the City and the County, including the 
historic Peabody Hotel, the Memphis Marriott Downtown Hotel, the Westin Hotel and other facilities 
downtown, along with a number of large hotels in the eastern part of the City and the County. 

Memphis Redbirds and AutoZone Park 

The Memphis Redbirds (the AAA farm club of the St. Louis Cardinals) play at the AutoZone Park, a 
baseball stadium in downtown Memphis containing approximately 10,000 seats and two upper decks with 48 
luxury Club suites.  AutoZone Park provides grass berm seating down both the left field line and the right 
field line and has a family-oriented games and amusement area. 

Memphis Grizzlies' Basketball Arena 

The construction of the FedEx Forum, an approximately 18,200 seat multipurpose sports, 
entertainment and public assembly facility with suites, lounge boxes and other premium seating, was 
completed in September 2004. 

Cook Convention Center 

The Memphis Cook Convention Center offers 300,000 square feet of space designed especially for 
conventions, tradeshows and performing arts. The Convention Center is located in the downtown convention 
district on the Trolley Line, convenient to hotels, attractions, shopping and entertainment, and is only 12 miles 
from the Memphis International Airport. The Convention Center has over 500,000 visitors annually.  The 
Convention Center includes a 125,000 square foot exhibition hall, a 35,000 square foot secondary exhibit hall, 
a 28,000 square foot ballroom, 31 meeting rooms and the Cannon Center for the Performing Arts, which seats 
2,100 people and is the permanent home of the Memphis Symphony Orchestra. 

TRANSPORTATION 

Because much of the economy of the Memphis MSA depends on transportation and distribution, local 
leaders formed an organization known as "Uniport" to unify the four modes of transportation: air, rail, 
highway and water.  More recently, these efforts have been incorporated into the City's plan for the City 
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becoming “America's Aerotropolis.”  An aerotropolis is a city which has centered its economy on, and is 
generally dependent upon, its airport. 

Air 

Memphis International Airport (the “Airport”) occupies about 4,600 acres of land in the City and 
includes a terminal complex containing approximately one million square feet and four other buildings 
containing approximately 100,000 square feet.  The Airport is served by six major passenger carriers:  
Allegiant Air, American Airlines, Delta Airlines, Frontier Airlines, Southwest Airlines and United Airlines.  
Several regional and commuter airlines also serve the Airport. 

The Airport is operated by the Memphis Shelby County Airport Authority (“Airport Authority”) 
created in 1969 by official action of the City and County.  The Airport Authority is governed by a seven 
member Board of Commissioners, five of whom are appointed by the Mayor of the City and two of whom are 
appointed by the Mayor of the County.  All of the Commissioners are confirmed by the City Council for 
seven-year terms. 

More than 35,000 individuals work at the Airport, including airline, Airport Authority, FAA, 
concessionaires and tenant employees.  Passenger enplanements exceeded 1.9 million for 2016 and aircraft 
movements totaled approximately 191,000. 

Federal Express (“FedEx”) is headquartered in the County and employs over 30,000 people in the 
Memphis area.  The main sorting facility is located just off of the Memphis International Airport runways.  
FedEx has completed several major expansion and improvement projects at its airport hub operations in 
recent years and employment has increased.  The company also has two major facilities in the County outside 
its airport operations.  There is a 500,000 square foot technology complex in Collierville, in the southeastern 
part of the County and a headquarters office complex in a nearby area of the County to accommodate and 
consolidate recent growth. 
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The following table presents Airport activity for calendar years 2012 through 2016. 

Memphis International Airport Aviation Activities 

 2012 2013 2014 2015 2016 
Enplaned Passengers by 
Airline Type      

Major / National 1,513,999 1,210,562 1,067,114 1,128,865 1,308,932 
Regional/Commuter 1,845,306 1,079,634 719,910 736,788 687,785 
Non-Scheduled 6,070 6,765 8,408 7,340 478 
Total 3,365,375 2,296,961 1,795,432 1,872,993 1,997,195 

Aircraft Total Movements(1) 241,966 205,770 186,246 186,218 191,260 
Aircraft Landed Weight (in 
thousand pound units) 25,127,920 24,835,830 24,922,007 24,921,008 26,333,844 

      
Per Thousand Pounds of 
Cargo Handled 2016:              Domestic   International        Air Mail                Total  
Cargo – Enplaned 4,395,683.9 515,766.5 9,357.3 4,920,807.7  
Carto – Deplaned 3,989,606.5 608,851.2 10,900.0 4,609,357.7  
Total Cargo Handled 2016 8,385,290.3 1,124,617.8 20,257.3 9,530,165.4  
Total Cargo Handled 2015 8,932,608.8 525,473.9 2,773.0 9,460,855.8  
      
Increase (Decrease) (547,318.5) 599,143.9 17,484.3 69,309.6  
Percent Increase (Decrease) (6.13%) 114.02% 630.51% 0.73%  
_____________________ 
Source: Memphis-Shelby County Airport Authority, Calendar Year Statistics 
http://www.flymemphis.com 
(1) Excludes Military and General Aviation activity. 

 

Water 

The Mississippi River ranks third in length, fourth in drainage area and fifth in volume in the world.  
Among the world's ten largest rivers, reaching from the Gulf of Mexico deep into the heartlands of the United 
States, the Mississippi River system encompasses about 8,900 miles of navigable inland waterways. This 
system has also helped make Memphis a close neighbor of the agricultural Midwest and the industrial East 
and West Coasts. The waterways allow for barge service to New Orleans and other Gulf Ports along the Gulf 
Intercoastal Waterway. This intercoastal waterways system of approximately 1,173 miles connects Florida 
and Texas and has offered Memphis' industry unprecedented growth opportunities. There is an abundance of 
usable industrially zoned land in the County, much of which is located where industry may utilize the water 
and the low-cost transportation of the Mississippi River. The Mississippi River provides extraordinary 
opportunities for the attraction of industries. Lying just off of the river, McKellar Lake, President's Island, 
Frank Pidgeon, and Rivergate Industrial Parks are excellent industrial locations. All of them front or are near 
a stillwater harbor that has a minimum depth of twelve feet.  

In terms of freight handled, Memphis is the third largest shallow draft river port in the U.S. and second 
largest inland shallow draft river port on the Mississippi River. The Memphis port provides favorable 
transportation rates for waterborne movements and excellent port facilities that interconnect with other modes 
of transportation. The port handles more than 14 million tons of barge driven cargo each year. The navigation 
channel is maintained by the U.S. Army Corps of Engineers. 
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The following table presents total tonnage shipped through the Port of Memphis for calendar years 
2007 through 2015. 

Total Tonnage 
Port of Memphis 

Calendar Year Total Tonnage 
2007 18,825,124 
2008 16,361,042 
2009 13,980,433 
2010 12,155,049 
2011 12,611,541 
2012 13,564,063 
2013 14,243,251 
2014 14,748,636 

                         2015 12,025,514 
________________ 

Source: Waterborne Commerce Statistics of the United 
States; http://www.navigationdatacenter.us/wcsc/ 

 
Two still-water harbors in the Memphis area provide shelter from the river current.  Wolf River 

Harbor is the original harbor, located in north Memphis; and McKellar Lake is a $50 million, man-made 
harbor just south of the Central Business District. Public facilities include three public terminals; LASH 
service; roll-on, roll-off service; bulk loading facilities to barges; bulk sacking facilities; chemical fertilizer 
storage tanks; heavy lifts up to 100 tons (CBI Nuclear heavy lift to 1200T); two boat/barge repair facilities; 
and six grain elevators. 

Most major common carrier barge lines provide service to the Memphis Port including American 
Commercial Barge Lines, Federal Barge Lines, Ohio Barge Lines, Sioux City and New Orleans Barge Lines, 
DRAVO-Mechling Corporation, Riverway Barge Corporation, and Valley Barge Lines. 

Rail 

Six Class One railroads operate out of the County with competitive freight service to all principal 
cities in the U.S. and direct, on-line service to 35 states. Serving the County area are the Norfolk Southern 
Railroad, Burlington Northern, Seaboard System, St. Louis-Southwestern Railway Lines, and the Union 
Pacific System. Eighteen other rail carriers maintain off-duty offices in the County for the development and 
coordination of traffic over their lines. The rail lines offer a variety of modern, specialized equipment and 
services, including piggy-back and containerized freight. 

Highway 

The County is connected to the rest of the nation by eight federal, three interstate and seven state 
highway systems. These highways combined with a circumferential expressway and two highway bridges 
crossing the Mississippi River make all parts of Memphis readily accessible to its surrounding communities.  
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Public Transit 

The Memphis Area Transit Authority (“MATA”) provides public mass transportation in the City, and 
the portions of the City of Bartlett and Lakeland (Paratransit Service), City of Germantown, and 
unincorporated Shelby County, Tennessee. A contract service is also operated in the City of West Memphis, 
Arkansas. MATA provides fixed route bus and paratransit services throughout the service area, and rail 
trolley service in the downtown area. Annual ridership is about 10.4 million passengers. The Fixed Route bus 
system operates about 7.6 million miles annually on 32 routes. Service is available 365 days per year. 
MATAPlus Paratransit service for individuals with disabilities operates in the same areas and the same times 
as Fixed Route service. Paratransit service runs about 1.7 million miles per year. The rail trolleys system 
operates about 450,000 miles annually on three lines in the downtown area. MATA’s Trolley service operates 
along seven miles of track in downtown Memphis, riverfront and midtown. The Trolley shuttle service serves 
numerous restaurants, retail stores and attractions throughout downtown, such as a spectacular view of the 
Mississippi, the Cook Convention Center, Beale Street, The Orpheum Theatre, The Bass Pro Shops at the 
Pyramid and the National Civil Rights Museum.   

Interstate Bus Lines 

Continental Trailways / Greyhound Bus Lines is the major interstate bus line serving the County, 
offering bus service from its Memphis terminals to the continental United States and Canada.  Continental 
Trailways / Greyhound Bus is supported by three smaller lines: Bridge Transit Corp., Great Southern 
Coaches, and Gulf Transport Co.  

EDUCATION 

Shelby County Schools  

As of July 1, 2014, the County has seven (7) separate school districts. The school districts are: 
Arlington Community Schools, Bartlett City Schools, Collierville Schools, Germantown Municipal School 
District, Lakeland School System, Millington Municipal Schools and Shelby County Schools (collectively, 
the “School Districts”).  Each School District has a board composed of five members except Millington 
Municipal Schools which has a board composed of seven members and Shelby County Schools which has a 
board composed of nine (9) members.  

All school Districts are approved by the Tennessee State Department of Education. The School District 
within Shelby County and the number of schools within their jurisdiction are shown in the table below: 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source:  Memphis School Guide, 2016 
(1) The Achievement School District (ASD) is a school system established through the State of Tennessee providing academic 

intervention to the lowest performing schools with the specific goal to improve student overall achievement. 
(2) Through an interlocal agreement, Lakeland middle and high school students attend schools in the ACS and BCS districts. 
(3) Including Public Charter.  

Elem Middle K-8 High 6-12 Alternative 
Special 
Needs Total

Achievement School District (ASD)
(1) 

15 8 2 4 2 0 0 31

Arlington Community Schools (ACS) (2) 2 1 0 1 0 0 0 4
Bartlett City Schools (BCS) 6 3 0 2 0 0 0 11
Collierville Schools 5 2 0 1 0 0 0 8
Germantown Municipal School District 3 1 0 1 0 0 0 5
Lakeland School System 1 0 0 0 0 0 0 1
Millington Municipal Schools 2 1 0 1 0 0 0 4
Shelby County Schools 98 38 13 38 7 10 2 206

TOTAL PUBLIC SCHOOLS IN SHELBY 
COUNTY  

 

(3) 
132 54 15 48 9 10 2 270

Private
92

TOTAL PRIVATE AND PUBLIC SCHOOLS IN SHELBY COUNTY 362
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HEALTHCARE AND BIOSCIENCE 

The Memphis area is home to several hospitals, including St. Jude Children's Research Hospital, 
Baptist Memorial Hospital, Methodist Le Bonheur Healthcare, and Regional One Health.  More than twenty 
hospitals in the Memphis area provide well over 5,000 beds.   

The Memphis area is also a leading medical and bioscience center.  Shelby County is the second 
largest orthopedic device manufacturing center in the United States and is home to the divisional or corporate 
headquarters of the following orthopedic and medical device leaders:  Medtronic, MicroPort Orthopedics, 
Smith & Nephew and Wright Medical.   

In addition, the University of Tennessee Health Science Center (“UTHSC”) is a staple of the 
Memphis community and has trained and employed some of the nation's top health-care professionals.  
UTHSC is estimated to have had a $2 billion impact to the Memphis-area economy.  UTHSC has spun off 
two new bioscience companies and a research park, both of which are making national headlines.   

LIBRARIES 

The City enjoys a Memphis Public Library system with 18 branches throughout the area and houses a 
circulation of approximately 1.8 million volumes.  Colleges, universities, businesses, industries and 
organizations maintain numerous other libraries in and around the City.  The Benjamin L. Hooks Library 
serves as the information hub of the Mid-South and the flagship for the Memphis Public Library system.  
Situated in the middle of the City, this 330,000 square-foot facility is accessible to all residents.
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Financial Statements 
 

Audited Financial Statements of the Memphis Light, Gas & Water Division (MLGW) and supplementary 
information as of and for the fiscal year ending December 31, 2016, together with the independent auditors' report from 
Mayer Hoffman McCann, P.C., Memphis, Tennessee, are hereby incorporated by reference as part of this Appendix E.  
To the extent there are any differences between the electronically posted financial statements of MLGW and the printed 
financial statements of MLGW, the printed version shall control. 
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About MLGW
Memphis Light, Gas and Water Division is the nation’s 
largest three-service municipal utility, serving nearly 
430,000 customers. Since 1939, MLGW has met the 
utility needs of Memphis and Shelby County residents 
by delivering reliable and affordable electricity, natural 
gas and water services.

Electricity is supplied to MLGW by the Tennessee 
Valley Authority, while natural gas is purchased from 
a variety of suppliers and transported by three pipeline 
companies — Texas Gas Transmission Corporation, 
Trunkline Gas Company and ANR Pipeline Company. 
Memphis receives its water from one of the largest arte-
sian water systems in the world. 

MLGW is led by a President and a five-member Board 
of Commissioners who are appointed by the Mayor of 
Memphis and approved by the Memphis City Council.
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President’s  Message 
MLGW President and CEO Jerry R. Collins Jr.  

At Memphis Light, Gas and Water, we have a lot to be proud of. 
With almost 430,000 customers, we’re the largest three-service 
municipal utility in the nation. Our customers consistently enjoy 
some of the lowest rates among all major U.S. cities. Since 2013, 
Memphis residential customers have had the lowest combined 
winter utility bill among 29 major cities. In the past 25 years, we’ve 
held that number-one rank 14 times. In addition, Memphis has 
access to an abundant supply of the best drinking water anywhere, 
requiring very little treatment compared to most of the country.

Though all these facts have been true for many years, we at MLGW 
are not content to rest on these accomplishments. Society continues to advance and grow; we 
must strive to evolve with it. That’s why we are looking to the future.

Technology is more a part of our lives now than ever before, and information is shared around 
the world in an instant. When MLGW was founded in 1939, no one could have guessed all the 
incredible advancements that would impact how we serve our customers. From smart meters to 
electrical system upgrades, we are embracing the technological revolution and harnessing it to 
improve customer experiences across our service area.

A healthy economy is essential for any city to thrive. We are proud to be a financially sound 
institution that strengthens the community we serve. We provide more than 2,500 stable jobs 
for local residents, along with excellent benefits for current employees as well as retirees. MLGW 
spending brought $75.4 million to Shelby County businesses. Our Supplier Diversity programs 
encourage diversity in the marketplace, with minority-, women- and locally owned small 
business contracts accounting for one third of our overall spending in 2016.

Memphis and Shelby County are growing and changing. MLGW has a duty to educate our 
customers about energy efficiency and safety. We are committed to providing opportunities for 
empowerment to help them to make smart decisions about energy use for their own families.  
We are also investing in our community’s future by taking an active role in the education of 
students across our service area by providing classroom speakers and learning experiences.

Memphis, as every major city, has had its share of challenges in previous decades. While we hope 
to learn from the past, our eyes are fixed on what’s ahead. The advancements of the future have 
no intention of slowing down, and neither do we. Memphis Light, Gas and Water Division is 
charging ahead and leading the way to a bright tomorrow, filled with possibilities.

Jerry R. Collins Jr.
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MLGW Board of Commissioners
Steven Wishnia, Chair
Carlee McCullough, Vice Chair
Derwin Sisnett
Mitch Graves
Leon Dickson Sr.

MLGW Executive Leadership  
Jerry R. Collins Jr., President and CEO
Christopher Bieber, Vice President of Customer Care
Von Goodloe, Vice President of Human Resources
Dana Jeanes, Vice President, CFO and Secretary-Treasurer
Nicholas Newman, Vice President of Construction and Maintenance
Cheryl Patterson, Vice President and General Counsel
Lashell Vaughn, Vice President and Chief Technology Officer
Alonzo Weaver III, Vice President of Engineering and Operations
Gale Jones Carson, Director of Corporate Communications
Clifford DeBerry, Director of Analysis, Strategy and Performance
Lesa Walton, Director of Internal Audit
Roland McElrath, Controller
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Advancing Technology
One of the most ambitious undertakings for technological 
advancement in MLGW’s history, our project to install 
a million smart utility meters, is well under way. The 
project is moving ahead of schedule and is on track for 
completion slightly ahead of the 2020 target. By the end 
of 2016, MLGW had installed 147,308 electric, 20,505 
gas and 29,898 water smart meters for our residential and 
commercial customers. Replacing aging analog dial meters, 
smart meters wirelessly and securely transmit usage data 
to MLGW, eliminating the need for manual or estimated 
readings and the complications and cost that accompany them. The meters 
also alert MLGW to potential problems such as unusual voltage levels, water 
leaks and potential utility theft. Customers can also log into their  
online accounts to see details about usage in real time and take action to 
conserve energy. Combined savings for MLGW and customers are estimated 
to exceed $50 million annually. In 
2016, smart meter customers saved 
$208,000 on connection and related 
fees alone.

While smart meters are an upgrade 
customers can see firsthand, 
MLGW is also committing to 
less obvious improvements that 
will have a big impact on system 
reliability and integrity. With 
over 7,000 combined miles of 
overhead and underground cable, system integrity is an important focus. 
We are currently making improvements to our electrical infrastructure 
to reduce restoration times, add capacity for current and future growth 
and protect against future potential disasters. Several existing facilities 
will receive significant upgrades within the next two years, and two new 

substations will be added by 
2022. We are also adding state-
of-the-art technologies such as 
IntelliRupters and Scada-Mate 
switches, allowing customer 
outages to be addressed much 
more quickly and efficiently.
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We aren’t only embracing technology in how we provide 
utilities to our customers; we’re also using it to engage with 
them to provide information and customer service. In 2016, 
mlgw.com averaged 312,000 monthly visitors and over 
650,000 individual page views, increases of 10 and 19 percent, 
respectively over 2015. Customers most often come to our 
website to access bill paying options, including My Account, 
where they can get tips for energy conservation. Smart meter 
customers can see real-time usage stats to fine tune their energy 
use even more. Customers and media can access outage maps 
24 hours a day to see real-time updates during severe weather 
events. Our frequent posts to the MLGW blog, “Bird on a 

Wire,” provide important news and updates for customers. Average monthly visits to our blog 
have increased 60 percent since 2015.

It’s no secret that social media is now a vital channel for 
communicating with customers of all demographics. Social 
engagement has continued to grow each year and shows no 
signs of slowing down. With more than 13,000 Facebook fans 
and 23,000 Twitter followers, maintaining an active presence on 
social media is vital to making sure our customers are informed 
about services, policy changes, outages and other important 
updates. Customers use the channels as a convenient way to 
get help with their accounts or details about restoration work. 
We’ve also begun hosting live video sessions on Periscope and 
Facebook to broadcast directly to our customers. We continue 
to watch the latest trends in online communication so we can 
interact with our customers in the ways that are most effective 
and convenient.

Serving our customers often requires responding to challenging situations. In 2016, severe storms 
in April and June caused widespread outages. Equipment failure at Substation 68 in July resulted 
in severe damage, forcing us to ask some customers in Arlington, Lakeland and Bartlett to curtail 
usage. In each case, as they always do, our hardworking and reliable crews labored around the 
clock to restore normal service. Partial repairs at Substation 68 were even completed ahead of 
schedule, allowing customers to resume normal usage two weeks earlier than planned.

After the water crisis in Flint, Michigan, lead pipes became a topic of concern across the nation. 
In Memphis, tens of thousands of customers have lead water service lines. MLGW is vigilant in 
making sure our water quality remains top notch, adding anti-corrosion treatments and ensuring 
lead levels remain below EPA thresholds. Nevertheless, we felt the need to address community 
concerns. We have begun replacing lead service lines in our city, and a survey of these lines 
should be complete by 2020.

6

Advancing Customer Service

Thousands of viewers watched live on 
Facebook as Zach Randolph of the 
Memphis Grizzlies visited MLGW  
Plus-1 program families.
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Year after year, MLGW is praised for being a leader in energy 
conservation. TVA named MLGW as an EnergyRight Solutions Top 
Performer in 2016, earning special recognition in four categories. 
In TVA’s self-audit program, MLGW ranked first overall, with 1,400 
customers participating in self-audits. We also ranked first overall in 
the EnergyRight Solutions for Business category, with 26 million kWh 
saved. In the EnergyRight Solutions for Industry division, MLGW 
was third overall, saving 3 million kWh. We were third in Green 
Power Switch as well, representing nearly 11 percent of the program 
total. Overall, MLGW was the number one local power company 
performer in total EnergyRight Solutions total program savings with 
31 million kWh, more than 11 percent of all program savings.
MLGW is taking an active role in protecting our environment as 
well. In spring of 2016, preparations began to repopulate 13 acres of electric transmission right of 
way in John F. Kennedy Park in northeast Memphis with native flora and fauna. In partnership 
with the Wolf River Conservancy and Clean Memphis, MLGW is planting several species of 
wildflowers and grasses in the area. The plants will provide a habitat and food source for insects 
and wildlife such as birds, bees and butterflies, increasing the overall population and health of the 
local ecosystem. The growth of woody plants and vines, which could interfere with transmission 
lines, will be naturally suppressed. That means less active maintenance of the land — including 
mowing and herbicide — equaling lower cost, reduced fuel usage and less pollution. Water runoff 
from the area will be better filtered before it reaches the Wolf River. Students from the Memphis 
Business Academy volunteered to help begin the planting process, installing 200 wildflower 
seedlings in June 2016. The area should be well populated by spring of 2018.

7

Advancing Conservation
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While MLGW places a high priority on large-scale conservation projects, saving energy begins 
at home. Advances in energy-efficient technology can help individuals in their homes, and we’re 
committed to educating customers about ways to save money on their energy costs. Our Energy 
Doctor program allows customers to schedule a free visit from one of our energy technicians to 
inspect their homes and offer advice for improvements and behavior changes that can reduce 
wasted energy. We performed 296 Energy Doctor inspections in 2016.

The City of Memphis requires landlords to uphold 
certain standards for their rental homes. We perform 
free inspections of rental units. We made 220 
inspections in 2016 on behalf of renters. If conditions 
are below standard, MLGW advocates for the renter 
to have repairs made and will even take the property 
owner to environmental court if necessary. So far, 
every property owner has responded to requirements 
resulting from inspections in order to bring their 
properties up to standards.

Our energy technicians also help educate residents 
and business owners through EnergySmart workshops and participation in community events, 
such as festivals and neighborhood meetings. In addition to information about increasing 
energy efficiency and reducing costs, customers receive energy kits with light bulbs, water faucet 
regulators, electrical outlet insulators and more. MLGW hosted 37 EnergySmart workshops in 
2016 and gave away nearly 12,000 energy kits.

8

Advancing Smart Energy at Home
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The future of MLGW depends on fostering an interest in STEM 
fields within our young people. Today’s students will become 
tomorrow’s engineers and technicians. These bright young 
minds will be instrumental in developing and implementing 
the latest technologies to help us continue serving Memphis and 
Shelby County for many decades to come. To that end, MLGW 
participates in promoting STEM education in our local schools.

In October 2016, our annual A-Blazing Race saw 35 teams of 
middle and high school students from 20 schools compete in 
constructing and racing model solar cars. MLGW provides kits 
containing a solar panel and motor and hosts an engineering 
workshop to help students plan their designs. Students build their 
creations from any other materials, then gather to compete in a 
20-meter race, harnessing the power of the sun. They see their 
studies of energy, physics and math come to life 
in a real-world application.

Also in October, MLGW’s Junior Engineer/
Professional Engineer (JEPE) program, in 
partnership with TVA, local schools and 
representatives from VEX Robotics and the 
For Inspiration and Recognition of Science and 
Technology (FIRST) program, hosted a robotics 
exhibition featuring teams from seven schools. 
Students from elementary to high school 
showed off their robot and computer-controlled 
LEGO creations, which picked up and threw basketballs, 
moved over obstacles, transported objects and navigated 
paths. FIRST participation encourages students to pursue 
education and careers in STEM-related fields and 
inspires them to become leaders and innovators.

9

Advancing Education

President Collins bravely tests a FIRST student group’s  
ball-throwing robot.
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Our involvement in education isn’t limited to 
engineering exhibitions. The MLGW Speakers 
Bureau coordinates more than 100 visits to 
local schools and community events annually. 
Employees from all across the Division — 
distribution, security, finance, legal — represent 
our company at career days throughout the 
school year. Often, our line workers will take 
MLGW vehicles and equipment on their visits 
to show students how they do their jobs.

In 2016, we renovated a decommissioned bucket 
truck for our workers who visit schools as the 
Terminator — a safety-focused superhero who 
teaches kids how to be responsible with energy 
sources at home. The truck was wrapped with 
graphics and safety tips, giving our Terminator 
volunteers an exciting and helpful way to 
educate students. In addition to visiting schools 
all around Memphis and Shelby County, 
our Terminators represented MLGW in two 
community Christmas parades, sharing candy 
and ideas for keeping safe and saving energy.

JEPE President Kerry Roy talks to students about  
her work as an Environmental Engineer.
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We understand that lifting up others helps 
create a brighter future for us all. As a civic 
leader, MLGW strives to set an example by 
giving to our community through donations, 
volunteering and fundraising. In 2016, 
MLGW employees donated or raised more 
than $700,000 in money, supplies and gifts 
for organizations such as United Way, the 
Mid-South Food Bank, St. Jude, the American 
Cancer Society, the Salvation Army and many 
more. We also had more than 40 participants 
in the city-wide United Way Day of Caring, 
during which workers made significant repairs 
and renovations at local nonprofits Hope House 
and Grace House.

MLGW gave away 200 air conditioning units, 100 space heaters and 100 electric blankets to 
low-income seniors and disabled residents as part of our “Play It Cool” and “Power of Warmth” 
programs. Customers received nearly 12,000 energy efficiency kits to help lower energy costs at 
home. MLGW even donated 500 cases of water 
to the people of Flint, Michigan to help with 
their water crisis.

Plus-1, in partnership with MIFA, is a one-time 
assistance program to help customers who 
are facing a crisis, like a medical emergency. 
Customers can add a dollar to their bill each 
month to help out those who need assistance. 
Our first-ever LipSync Plus event invited 
residents and local celebrities to face-off for 
a lip-sync competition, raising money and 

Advancing Our Community

11

President Collins, Memphis City Mayor Jim Strickland 
and Bernal E. Smith II, owner and publisher of the 
New Tri-State Defender, address the media as MLGW 
donates water to Flint, Michigan.

Latasha Peeples, winner of the 2016 LipSync Plus competition, 
sings in a commercial promoting Plus-1.
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awareness for our Plus-1. Not only was it a fun event for all who 
attended, it also raised nearly $13,000 for the program.

Share the Pennies is another program that lets customers 
help out fellow residents. For those enrolled, we round up 
utility costs to the next whole dollar amount each month. The 
difference is donated to Project Care, which helps low-income 
customers make household repairs that reduce wasted energy, 
thereby lowering costs to heat and cool their homes. 

For customers who get behind on their bills, we offer OnTrack, 
a program that provides financial management tools, deferred 
billing plans and one-on-one counseling to get expenses under 
control. OnTrack puts a high priority on education, including 
advice for saving energy and reducing utility costs. Five 
hundred customers were enrolled in the program in 2016.
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Advancing Economic Prosperity
A strong community needs a dynamic economy. Memphis is a city of diversity, and MLGW has 
consistently shown our commitment to supporting its diverse business community. Thirty-two 
percent of all MLGW spending for 2016 took place right here in Shelby County. Our Supplier 
Diversity program provides opportunities for minority-, 
women- and locally owned small businesses to establish 
a professional relationship with MLGW through our 
bidding process and events to connect with department 
leaders in our company.

MLGW bases its diversity spending on independent 
certification that businesses are at least 51 percent 
owned, controlled, operated and managed by a person 
or persons who represent one of the three business 
classifications outlined in the program definition. In 
another record year for Supplier Diversity, MLGW 
spent $76.4 million on contracts with MWBE/LSBs — a 
remarkable 61.5 percent increase over 2015. This amount 
has risen each year since the program began in 2012.

MLGW established its Sheltered Market Program in 2014 to provide opportunities for local 
organizations to compete for business on a more level playing field. This race- and gender-neutral 
program shelters any purchase under $100,000 by offering three or more certified local small 
businesses the opportunity to bid on products or services. In 2016, MLGW spent $10.6 million 
through our Sheltered Market Program, helping area businesses grow and stimulating our local 
economy. Fifty percent of this spending was also with MWBEs, who have dual certification as 
local and minority- and/or women-owned.

Recently retired Procurement Manager Jozelle 
Booker and Supplier Diversity Coordinator 
Renise Holliday recognize local business owner 
Lee A. Bean with a Lifetime Achievement Award.

Fred Johnson, owner and president of Shelby Packaging and Logistics, 
stands in one of his facilities, housing thousands of smart meters.  
The smart meter installation project has accounted for more than  
$15 million of MLGW’s supplier diversity spending.
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Advancing Financial Security
Smart financial planning builds a solid foundation for the 
future. MLGW helps its employees prepare for what lies 
ahead by maintaining strong retirement funds and healthcare 
benefits. In fact, the MLGW Other Post Employment Benefits 
and Pension Funds (OPEB) are among the most well-funded 
across the nation. At year-end 2016, the Pension Fund was 93.2 
percent funded, compared to an average of about 81 percent for 
the 100 largest corporate pensions in the country. Overall for 
2016, the pension fund grew 8.6 percent, outpacing the goal of 
7.5 percent. The OPEB fund grew 8.2 percent.

MLGW has been recognized by market leaders as an excellent 
and high quality credit investment. MLGW issued $110 million 
in bonds in August 2016 with record low interest rates of 2.459 
percent for each of the Electric and Gas Divisions and 2.322 percent for 
water. The Water Division received Standard and Poor’s highest credit 
rating — AAA — and an Aa1 rating by 
Moody’s. The Electric Division was rated 
AA+ by Standard and Poor’s and Aa2 
by Moody’s. Gas received AA- and Aa1 
ratings, respectively, even though it was 
the Gas Division’s first issuance since 
1984, resulting in the agencies rating 
those bonds similar to a new credit. 
The recognition of MLGW’s exemplary 
creditworthiness will help us continue 
making improvements while minimizing 
expense to our customers.

Recent MLGW retiree Doris Douglas 
(left) can enjoy her well-earned 
retirement knowing her Pension and 
OPEB funds are secure.

MLGW’s financial stability means our 
employees can plan for their families’ futures.

The MLGW OPEB board works hard to ensure 
the financial security of our retirees.
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MEMPHIS LIGHT, GAS AND WATER DIVISION

Letter of Transmittal

To the Board of Commissioners and Valued Stakeholders:

We are pleased to submit the Annual Report of Memphis Light, Gas and Water Division (MLGW) for the 
fiscal year ended December 31, 2016, as required by the Charter Provisions of the City of Memphis (City) 
creating the Memphis Light, Gas and Water Division. This report has been prepared in conformity with 
accounting principles generally accepted in the United States of America (GAAP) for proprietary funds of 
governmental entities. 

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’s financial statements have been audited by Mayer Hoffman McCann P.C., licensed certified public 
accountants. The goal of the independent audit was to provide reasonable assurance that the financial 
statements of MLGW for the fiscal year ended December 31, 2016 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’s financial statements for the fiscal year ended December 31, 2016 are fairly 
presented in conformity with GAAP. The independent auditor’s report is presented as the first component of 
the financial 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’s MD&A 
can be found immediately following the report of the independent auditors.

Profile of the Government — MLGW was created by an amendment to the City Charter by Chapter 381 of 
the Private Acts of the General Assembly of Tennessee, adopted March 9, 1939, as amended (the “Private Act”). 
MLGW operates three separate utilities, as divisions, providing electricity and gas in the City and Shelby County. 
Water service is provided by MLGW in the City, and together with other municipal systems, in Shelby County.

Each division operates as a separate entity for accounting and financial purposes in accordance with the 
Private Act. For economic reasons, activities common to all three divisions are administered jointly and costs 
are prorated monthly among the divisions. A 1981 amendment to the City Charter permits the establishment 
of additional divisions to provide other energy services.

MLGW controls the administration of its activities and business affairs. It operates independently, manages its 
own finances and is responsible for obligations incurred in such operations, including indebtedness payable 
from operations of the Division. MLGW must have the approval of the City Council before incurring certain 
obligations, including purchasing real estate and exercising the right of eminent domain; the annual budget is 
also subject to approval by the City Council.
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MLGW is managed by a Board of Commissioners, which consists of five members nominated by the Mayor 
and approved by the City Council. Under the Private Act, the Board is responsible for doing all things 
necessary to supply the Division’s service area with electricity, gas and water. The members of the Board serve 
staggered terms of three years each. Every two years, the Board elects a Chairman and a Vice Chairman, whose 
terms begin January 1. The Chairman, Vice Chairman and Board Members continue to serve until a new 
Chairman, Vice Chairman or Board Member is elected or appointed by the Mayor.

The daily operations of MLGW are managed by the President and Chief Executive Officer, who is nominated 
for a five-year term by the Mayor and approved by the City Council. Under the Private Act, the President 
generally supervises the operations of MLGW and its officers and employees.

Local Economy — Sitting on the southwestern corner of Tennessee alongside the Mississippi River, Memphis 
is the largest city in the state and the 23rd largest in the nation. Shelby County has a population of 945,757 
people (according to 2015 census data) and more than 400,000 housing units utilizing MLGW services. 
Memphis is home to a diverse range of employers, including three Fortune 500 world headquarters (FedEx, 
International Paper and AutoZone). Numerous globally recognized brands have major offices or distribution 
facilities in Memphis, including Nike, Coca-Cola, Hilton and Medtronic. According to the U.S. Bureau of 
Labor Statistics, the Memphis Metro Area added a net of 4,000 new jobs in 2016. The trade, transportation  
and utilities sectors saw the largest growth and now make up approximately 28 percent of the area’s total 
nonfarm workforce. Professional and business services make up 15 percent of employment, followed by 
education and health services at 14 percent.

In recent years, Memphis has earned many distinctions, including being ranked among the “Top 4 Markets for 
Millennials” (Wall Street Journal), “Happiest Cities for Job-Seeking College Grads” (Forbes and CareerBliss), 
“Best Cities to Start a Business” (WalletHub) and “Cities Creating the Most Tech Jobs” (Forbes). In its 2016 
annual in-depth analysis, Business Facilities magazine once again named Memphis the “undisputed logistics 
champion,” highlighting the city’s “tremendous assets serving all modes of transportation: air, land, water and 
rail.” In addition to being home to FedEx and the world’s second busiest cargo airport, Memphis is a major 
hub for UPS and USPS, home to more than 400 trucking companies, serviced by five class-one railroads and 
a key port on the Mississippi River. Business Facilities also named Memphis as the sixth city in lowest cost of 
business, citing competitive advantages in industrial facility leasing and construction, transportation, statutory 
and benefit costs and low natural gas prices.

MLGW has a major impact on the local economy. Division spending within Memphis during 2016 amounted 
to $61.1 million, and $75.4 million went to Shelby County overall. Of that, nearly 48.8 percent went to 
businesses owned by minorities and women or local small businesses. For the fourth consecutive year, MLGW 
has the lowest combined electric, gas and water residential rates among 25 major metropolitan cities. The 
Electric, Gas and Water Divisions all received excellent credit ratings from Standard and Poor’s and Moody’s, 
designating MLGW as a reliable and stable financial investment.

National Economy — According to the Bureau of Economic Analysis, a division of the U.S. Department  
of Commerce, real gross domestic product (GDP), a key indicator of economic growth, increased 1.6 percent, 
compared with 2.6 percent growth in 2015. Increases in consumer spending, residential investment, state  
and local government spending, exports and federal government spending contributed to the growth of  
GDP in 2016.

Financial Policies and Major Initiatives — MLGW maintains a comprehensive cash flow model which 
assesses the growth of the separate divisions and determines future rate increase and debt issuance 
requirements. MLGW also incorporates a five-year capital plan in its budgeting process. MLGW’s Electric, 
Gas and Water Engineering Departments develop detailed technical master plans for their respective systems 
which are then correlated with the financial plan. The five-year capital plans are updated periodically during 
the year in order to provide the most current possible cash flow projections.
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Among the three divisions, MLGW averages around $105 million in capital expenditures annually. Major 
projects are currently underway in each division. Our comprehensive smart meter project is installing new 
meters across all divisions — electric, gas and water — and is moving ahead of schedule. Electric infrastructure 
upgrades include two new substations, upgrades at existing facilities and the installation of advanced 
distribution technologies to increase safety and decrease outage response time.

The Gas Division’s 30-year natural gas cast iron pipe retrofit program continues on schedule for completion 
by 2022. More than 330 miles of cast iron pipes are being replaced with polyethylene or steel, increasing 
the safety and reliability of our natural gas system. MLGW has also constructed a 13-mile-long 24-inch gas 
pipeline to feed TVA’s combined-cycle Allen Plant, which will replace the coal-burning Allen Fossil Plant upon 
completion.

In the Water Division, major renovations at the Sheahan Pumping Station and MLGW Water Lab continue. 
MLGW is also creating an inventory of water service lines and has begun replacing those which are made 
of lead, while continuing everyday water quality testing and protection measures that always ensure EPA 
standards are met or exceeded.
MLGW also has a formal five-year Strategic Plan and engages in joint endeavors with the City of Memphis, 
the Tennessee Valley Authority and other stakeholders when possible to streamline costs through collaborative 
efforts. The plan also addresses MLGW’s commitment to cost control, which is discussed in other sections of 
this financial report.
Acknowledgements — The preparation of this report was made possible by the overall dedication of MLGW’s 
Finance Division. We would like to express our appreciation to all members of the Finance Division who 
contributed to the preparation of this report. Special thanks must also be given to Mayer Hoffman McCann 
P.C. and Jones & Tuggle PLLC for their efficient and timely completion of this year’s audit.

Respectfully submitted,

Jerry R. Collins Jr. Dana Jeanes
President and CEO Vice President, CFO and Secretary-Treasurer
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Operating Statistics by Towns:

2016 2015 2014 2016 2015 2014
City of Memphis 950,692$      967,152$      977,962$      10,436,626 10,514,853 10,544,122
Arlington 14,939 15,134 15,011 165,439 164,884 159,589
Bartlett 56,320 56,242 55,444 585,813 575,767 561,999
Collierville 58,332 58,423 58,349 626,769 615,079 610,401
Germantown 49,555 49,929 49,723 526,438 518,118 510,321
Lakeland 10,049 10,288 10,075 106,211 105,900 102,603
Millington 12,528 12,720 12,466 130,117 129,797 125,000
Other Rural Areas 97,120 98,673 101,874 1,144,430 1,131,610 1,151,404

Total 1,249,535$  1,268,561$  1,280,904$  13,721,843 13,756,008 13,765,439

ELECTRIC AMOUNT ELECTRIC KWH

2016 ELECTRIC  OPERATING REVENUE BY TOWN

City of Memphis

Arlington

Bartlett

Collierville

Germantown

Lakeland

Millington

Other Rural Areas

FINANCIAL HIGHLIGHTS
FOR THE YEARS ENDED 
DECEMBER 31, 2016, 2015 AND 2014
(dollars and consumption in thousands)
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Operating Statistics by Towns:

2016 2015 2014 2016 2015 2014
City of Memphis 155,671$      188,488$      248,358$      20,940 25,189 27,997
Arlington 2,444 3,047 4,182 370 448 506
Bartlett 10,224 12,312 16,788 1,438 1,682 1,916
Collierville 10,125 12,170 16,925 1,541 1,778 2,030
Germantown 8,718 10,584 14,850 1,360 1,568 1,792
Lakeland 1,939 2,506 3,494 281 351 406
Millington 2,036 2,580 3,356 314 372 384
Other Rural Areas 14,719 18,218 25,859 2,097 2,510 2,954

Total 205,876$      249,905$      333,812$      28,341 33,898 37,985

GAS AMOUNT GAS MCF

2016 GAS OPERATING REVENUE BY TOWN

City of Memphis

Arlington

Bartlett

Collierville

Germantown

Lakeland

Millington

Other Rural Areas

FINANCIAL HIGHLIGHTS
FOR THE YEARS ENDED 
DECEMBER 31, 2016, 2015 AND 2014
(dollars and consumption in thousands)
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Operating Statistics by Towns:

2016 2015 2014 2016 2015 2014
City of Memphis 82,677$        70,107$        71,395$        43,243 44,264 46,047
Resale to Other Municipalities:
Arlington 1,916 1,526 1,510 605 590 598
Bartlett 48 40 46 3 3 7
Collierville 160 161 154 46 59 55
Germantown 108 94 84 32 35 31
Lakeland 1,734 1,443 1,410 543 556 545
Millington 179 162 160 62 60 58
Other Rural Areas 13,025 10,958 11,422 4,197 4,528 4,726

Total 99,847$        84,491$        86,181$        48,731 50,095 52,067

WATER AMOUNT WATER CCF

2016 WATER  OPERATING REVENUE BY TOWN

City of Memphis

Arlington

Bartlett

Collierville

Germantown

Lakeland

Millington

Other Rural Areas

FINANCIAL HIGHLIGHTS
FOR THE YEARS ENDED 
DECEMBER 31, 2016, 2015 AND 2014
(dollars and consumption in thousands)
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Independent Auditor's Report

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

Report on the Financial Statements

We have audited the accompanying financial statements of the Electric, Gas and Water Divisions
(the "Divisions") of Memphis Light, Gas and Water Division, enterprise funds of the City of Memphis,
Tennessee, as of and for the years ended December 31, 2016 and 2015, and the related notes to
the financial statements, which collectively comprise the Divisions' basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Divisions' preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

E-23



Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Electric, Gas and Water Divisions of Memphis Light, Gas and Water Division
as of December 31, 2016 and 2015, and the changes in their financial position and cash flows for
the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of Matter

As discussed in note 1, the financial statements present only the Electric, Gas and Water Divisions
of Memphis Light, Gas and Water Division, and do not purport to, and do not, present fairly the
financial position of the City of Memphis, Tennessee, as of December 31, 2016 and 2015, and the
changes in its financial position, or, where applicable, its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
management's discussion and analysis; schedule of changes in net pension liability; schedule of
employer contributions - pension; schedule of funding progress for OPEB; and the schedule of
employer contributions - OPEB, on the pages listed in the table of contents, be presented to
supplement the basic financial statements.  Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context.  We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audits of the basic financial statements.  We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming opinions on the basic financial statements of
each Division.  The introductory section and supplemental information on the pages listed in the
table of contents are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The schedule of bonds, principal and interest requirements; schedule of
current utility rates; non-revenue water; and schedule of insurance are required by the State of
Tennessee Comptroller of the Treasury's Audit Manual.
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The supplementary information shown as the schedule of bonds, principal and interest requirements
and schedule of additions and retirements to utility plant is the responsibility of management and
was derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements.  Such information has been subjected to the auditing procedures
applied in the audits of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States
of America.  In our opinion, this supplementary information is fairly stated, in all material respects in
relation to the basic financial statements as a whole.

The introductory section and supplementary information shown as the schedule of current utility
rates, non-revenue water, and schedule of insurance have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 7,
2017, on our consideration of the Divisions' internal control over financial reporting and on our tests
of their compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters.  The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance.  That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Divisions'
internal control over financial reporting and compliance.

Memphis, Tennessee
June 7, 2017
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
 
 

 
 

 
The following management discussion and analysis (“MD&A”) for the Electric, Gas, and Water Divisions of 
Memphis Light, Gas and Water Division (“MLGW”) is intended as an introduction and should be read in 
conjunction with the financial statements and the notes that follow this section.  
  
Highlights 
 

�� MLGW was named as an Energy Right Solutions Top Performer in four categories for energy savings by 
the Tennessee Valley Authority (“TVA”). 
 

�� In 2015, MLGW’s Smart Meter Project contract was approved to begin the full-scale implementation of 
smart meters that will be completed by the end of 2020.  Existing MLGW meters are being replaced with 
smart electric, gas, and water models. This enables MLGW to communicate with meters on a daily basis 
instead of sending a meter reader to each property to collect consumption data once a month and this 
enables the customer to be more energy efficient.  In 2016, MLGW began full-scale implementation with 
installation of more than 200,000 electric, gas, and water smart meters.  
 

�� MLGW issued debt for the capital programs for the Electric, Gas, and Water Divisions in September 2016.  
The Electric Division’s Senior Lien Series 2016 bonds were rated Aa2 by Moody’s Investors Service 
(“Moody’s”) and AA+ by Standard & Poor’s Ratings Services (“S&P”). Senior Lien means a lien on one or 
more categories of revenues that entitles the beneficiaries of such lien to have a claim on such revenues 
prior to any other person and ahead of the use of such revenues for any purpose other than payment of 
operating expenses provided one or more series of revenue obligations, contracts and related beneficiaries 
may have parity Senior Liens on the same categories of revenues pursuant to the terms of the bond 
resolution.   MLGW’s electric subordinate lien bonds, related to the electric prepay agreement with TVA, 
were reaffirmed with the rating of Aa2 from Moody’s.  The S&P rating on the subordinate lien bonds was 
rated AA.  The Gas Division’s Series 2016 bonds were rated Aal by Moody’s and AA- by S&P.   The 
Water Division’s Series 2016 bonds were rated Aa1 by Moody’s and AAA by S&P.  The AAA rating is the 
highest rating given by S&P.   
 

�� Construction of the new TVA gas-fired generation plant is progressing well towards the December 2018 
completion date.  MLGW has completed the construction of the 13 plus mile transmission pipeline portion 
of the project that will be the primary supply for this new gas-fired plant.  The entire project is due to be 
completed July 2017 and will generate additional gas transportation revenues for the gas division. 
 

�� MLGW recorded another record-breaking year for supplier diversity in 2016.  The Division spent $76.4 
million on contracts with MWBE/LSBs. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
(Continued) 

 
 
Overview of the Financial Statements  
 
MLGW’s financial statements are comprised of the Statements of Net Position; the Statements of Revenues, 
Expenses and Changes in Net Position; the Statements of Cash Flows; and the accompanying Notes.  This report 
also contains required and supplemental information in addition to the basic financial statements.  
 
The Statement of Net Position reports the assets and deferred outflows of resources less liabilities and deferred 
inflows of resources, with the difference being the net position.  Net position will be displayed in three components: 
net investment in capital assets, restricted, and unrestricted. Over time, increases or decreases in net position may 
serve as an indicator of whether the financial position is improving or declining.  The Statements of Revenues, 
Expenses and Changes in Net Position show how net position changed during each year based on revenues and 
expenses.  All changes in net position are reported as soon as the underlying event giving rise to the change occurs, 
regardless of the timing of related cash flows.  The Statements of Cash Flows report changes in cash and cash 
equivalents summarized by net changes from operating, capital and related financing and investing activities.  The 
Notes provide additional detailed information to support the financial statements.  The statements present the 
current year and preceding year for comparison. The report also includes Statistical Highlights: these highlights 
convey significant data that afford the reader a better historical perspective and assist in assessing the current 
financial status and trends of MLGW.  The highlights present a three-year comparison beginning with the current 
year and preceding two years for the Electric, Gas, and Water Divisions.   
 
During the fiscal year 2016, MLGW adopted GASB Statement No. 72, Fair Value Measurement and Application.  
The purpose of this Statement is to establish financial reporting standards for fair value measurements for state and 
local governments.  The definition of fair value is the price that would be received to sell an asset or paid to transfer 
a liability in an orderly transaction between market participants at the measurement date.  The Statement requires 
investment assets and liabilities be measured at fair value.   
 
MLGW comprises the utility operations of the City of Memphis. Pursuant to the Memphis City Charter, MLGW is 
required to maintain separate books and accounts of the electric, gas, and water operations, so that said books and 
accounts reflect the financial condition of each division separately, to the end that each division shall be self-
sustaining.  
 
Costs are allocated to the three divisions in a manner that ensures results of operations and changes in financial 
position are presented fairly and consistently from year to year. 
 
MLGW’s statements are provided to the City of Memphis and reformatted to conform to the City’s format for 
enterprise funds. The City of Memphis incorporates MLGW’s statements ending December 31 into its statements 
ending June 30. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
(Continued) 

 

 

STATISTICAL HIGHLIGHTS-ELECTRIC DIVISION
Years Ended December 31
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*See graph on M-6.
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
(Continued) 

 

 

STATISTICAL HIGHLIGHTS-GAS DIVISION
Years Ended December 31

CATEGORIES 2016 2015 2014
OPERATING REVENUE
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STATISTICAL HIGHLIGHTS-WATER DIVISION
Years Ended December 31

CATEGORIES 2016 2015 2014
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Bond Ratings 
 
MLGW’s Electric Division, Gas Division and Water Division own strong bond ratings.  In 2016 all three divisions 
issued debt to fund a portion of their respective capital improvement programs. 
 
During 2016, the Electric Division issued $40 million in debt and the series was assigned ratings of AA+ and Aa2 
by Standard and Poor’s (S&P) and Moody’s Investors Service (Moody’s), respectively.  Both S&P and Moody’s 
affirmed the senior-lien underlying ratings at AA+ and Aa2.  The Electric Division has total debt outstanding of 
$341,455 as of December 31, 2016.  MLGW’s debt service coverages are 35.01 and 1.60 for the senior and total 
composite liens, respectively. These coverages are well above the 1.2 and the 1.0 required by the Electric Division 
bond covenant for the senior lien and subordinate lien debt, respectively. 
 
The Gas Division issued $40 million in debt during 2016.  The Gas Division’s series was assigned AA- and Aa1 
ratings by S&P and Moody’s, respectively.  The Gas Division has total debt outstanding of $40,000 as of December 
31, 2016.  The Gas Division’s debt service coverage is 29.71.  This coverage is well above the 1.2 required by the 
Gas Division bond covenant. 
 
The Water Division issued $30 million in debt during 2016.  This series was assigned AAA and Aa1 ratings by 
S&P and Moody’s, respectively and the agencies affirmed the underlying series at the same ratings.  The Water 
Division has debt outstanding of $43,870 as of December 31, 2016.  The Water Division’s debt service coverage is 
15.54. This coverage is well above the 1.2 required by the Water Division bond covenant. 
 
The following tables show MLGW bond ratings and debt administration for the Electric, Gas and Water Divisions 
as of December 31, 2016: 
 
 
Figure 1:  Bond Ratings and Debt Administration for the Electric and Water Divisions 
 
 

MLGW Bond Ratings   Debt Administration (In Thousands) 
            Outstanding Coverage 

  S&P Moody's Fitch     Balance   
                
Electric Series         Electric Senior $106,105 35.01 
2003A AA Aa2 AA+   Electric Subordinate $235,350 
2008 AA Aa2 AA+   Electric Composite   
2010 AA Aa2 AA+        Coverage Ratio $341,455 1.60 
2014 AA+ Aa2         
2016 AA+ Aa2      
        
Gas Series     Gas $40,000 29.71 
2016 AA- Aa1      
                
Water Series         Water $43,870 15.54 
2014 AAA Aa1           
2016 AAA Aa1      
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Analysis of the Electric Division’s Statements of Net Position 
 
Condensed financial information comparing the Electric Division’s net position for the past three fiscal years is 
presented below:  
 

 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage

2016 2015 Change 2014 Change

Current assets (excluding restricted funds) 487,560$        524,914$         -7.1% 453,306$        15.8%
Restricted assets 67,923             64,361             5.5% 96,049             -33.0%
Other assets 11,210             4,325                159.2% 4,647               -6.9%
Prepaid power cost - long-term 112,821          232,517           -51.5% 349,595          -33.5%
Utility plant 1,079,463       1,041,753       3.6% 1,018,928       2.2%
   Total assets 1,758,977       1,867,870       -5.8% 1,922,525       -2.8%

Deferred outflows of resources
   Employer Pension Contribution 12,271             12,271             -                 -                        -                    
   Pension liability experience 1,088               -                         -                 -                        -                    
   Pension investment earnings experience 39,341             -                         -                 -                        -                    
   Accumulated decrease in fair value of
        hedging derivatives -                        40                      -                 305                   -86.9%
   Unamortized balance of refunded debt 1,499               3,509                -57.3% 6,400               -45.2%

Total assets and deferred outflows 1,813,176       1,883,690       -3.7% 1,929,230       -2.4%

Current liabilities payable from current assets 276,460          301,365           -8.3% 256,756          17.4%
Current liabilities payable from restricted assets 33,587             33,092             1.5% 31,086             6.5%
Long-term debt 243,701          325,747           -25.2% 450,603          -27.7%
Non-current liabilities 81,955             29,556             177.3% 27,711             6.7%
   Total liabilities 635,703          689,760           -7.8% 766,156          -10.0%

Deferred inflows of resources
   Pension liability experience 6,252               7,815                -20.0% -                        -                    
   Pension changes of assumptions 8,462               10,577             -20.0% -                        -                    
   Pension investment earnings experience 197                   262                   -24.8% -                        -                    

Total liabilities and deferred inflows 650,614          708,414           -8.2% 766,156          -7.5%

Net position: 
  Net investment in capital assets 958,213          964,812           -0.7% 938,844          2.8%
  Restricted 19,155             18,534             3.4% 52,900             -65.0%
  Unrestricted 185,194          191,930           -3.5% 171,330          12.0%
Total Net position  1,162,562$    1,175,276$    -1.1%  1,163,074$   1.0%

Table 1
Electric Division Condensed Statements of Net Position

December 31
(In Thousands)  
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Assets  
 
2016 Compared to 2015: 
 
As of December 31, 2016, total assets and deferred outflows were $1.81 billion, a decrease of $70.5 million, or 
3.7%, compared to December 31, 2015.  This decrease is primarily due to a decrease in prepaid power cost (long-
term) of $119.7 million due to amortization (see Note 12), a decrease in current assets (excluding restricted funds) 
of $37.4 million, and a decrease in the deferred unamortized balance of refunding debt for Series 2010 Bonds of 
$2.0 million, partially offset by an increase in pension investment earnings experience of $39.3 million, net utility 
plant of $37.7 million resulting from additions to electric plant in-service, other assets of $6.9 million, restricted 
assets of $3.6 million and pension liability experience of $1.1 million.  The decrease in current assets is primarily 
the result of a decrease in cash and cash equivalents of $47.1 million due, in part, to the timing of the in lieu of tax 
payments and transfers to the City paid in 2016, a decrease in investments of $2.9 million and a decrease in 
inventories of $1.5 million, offset by increases in unbilled revenues of $6.3 million due, in part, to delayed 
customer billings as a result from the transitional issues associated with the mass deployment of smart meters,  
accounts receivable less allowance for doubtful accounts of $4.1 million, and prepaid power costs of $2.6 million.   
 
2015 Compared to 2014: 
 
As of December 31, 2015, total assets and deferred outflows were $1.88 billion, a decrease of $45.5 million, or 
2.4%, compared to December 31, 2014.  This decrease is primarily due to a decrease in prepaid power cost (long-
term) of $117.1 million due to amortization (see Note 12) and a decrease in restricted assets due to depleting the 
Series 2014 revenue bond proceeds for capital expenditures of $34.9 million, partially offset by increases in current 
assets (excluding restricted funds) of $71.6 million and net utility plant of $22.8 million resulting from additions to 
electric plant in-service.  The increase in current assets is primarily the result of an increase in cash and cash 
equivalents of $59.1 million due in part to the timing of the in lieu of tax payments and transfers to the City of 
$21.0 million. These disbursements were not  paid until 2016. Other contributors to the increase in current assets 
include  investments of $17.8 million, prepaid power cost (current) of $3.5 million and inventories of $2.1 million, 
offset in part by decreases in accounts receivable less allowance for doubtful accounts of $7.4 million and unbilled 
revenues of $3.4 million.  The deferred outflows of resources increased $9.1 million due to employer pension 
contribution of $12.3 million, offset in part by the decrease in the deferred unamortized balance of refunding debt 
for Series 2010 Bonds of $2.9 million. 
 
Capital Assets and Construction Activities  
 
2016 Compared to 2015: 
 
The Electric Division’s utility plant assets, net of accumulated depreciation were $1.08 billion as of December 31, 
2016, an increase of 3.6% over fiscal year 2015. During 2016, the Electric Division expended $94.2 million on 
construction activities and capital purchases, an increase of $23.5 million, or 33.3%, compared to fiscal year 2015. 
Major Electric Division construction activities included the purchase of meters and metering equipment ($21.8 
million), substation and transmission projects ($16.4 million), data processing equipment and upgrades ($8.8 
million), extensions to serve new customers ($8.0 million), street and leased outdoor lighting ($7.2 million), the 
purchase of distribution and network transformers ($6.9 million), smart meter telecommunication infrastructure 
($4.1 million), and the purchase of transportation and power operated equipment ($4.1 million). Other significant 
Electric Division capital expenditures consisted of the replacement of poles ($2.6 million), replacement of feeder 
and defective cable ($2.0 million), communication network improvements ($1.5 million), and new circuits out of 
substations ($0.9 million). 
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2015 Compared to 2014: 
 
The Electric Division’s utility plant assets, net of accumulated depreciation were $1.04 billion as of December 31, 
2015, an increase of 2.2% over fiscal year 2014. During 2015, the Electric Division expended $70.7 million on 
construction activities and capital purchases, an increase of $3.6 million, or 5.4%, compared to fiscal year 2014.  
Major Electric Division construction activities included substation and transmission projects ($13.5 million), smart 
meter telecommunication infrastructure ($8.6 million), extensions to serve new customers ($7.8 million), the 
purchase of meters and metering equipment ($7.6 million), the purchase of transportation and power operated 
equipment ($6.4 million), street and leased outdoor lighting ($5.4 million), the purchase of distribution and network 
transformers ($4.6 million), replacement of feeder and defective cable ($3.5 million), and utility monitoring 
systems ($2.9 million). Other significant Electric Division capital expenditures consisted of relocation of facilities 
to accommodate road improvements ($1.7 million), data processing equipment and upgrades ($1.6 million), 
communication network improvements ($1.5 million), replacement of poles ($0.9 million), and smart grid ($0.9 
million). 
 
Liabilities  

2016 Compared to 2015: 

As of December 31, 2016, total liabilities and deferred inflows were $650.6 million, representing a $57.8 million 
(8.2%) decrease compared to $708.4 million at December 31, 2015.  These decreases are attributable to decreases 
in long-term debt of $82.0 million, current liabilities payable from current assets of $24.9 million due to a decrease 
in accrued taxes (payment in lieu of taxes and transfers) of $35.1 million, pension changes of assumptions of $2.1 
million, and pension liability experience of $1.6 million, offset in part by an increase in non-current liabilities of 
$52.4 million due to an increase in the net pension liability-long term of $47.9 million and an increase in customer 
deposits of $2.4 million.  The decrease in long-term debt is due to a reclassification of a portion of long-term debt 
to the current portion of debt of $117.5 million, offset by an increase in the long-term portion of the issuance of 
Series 2016 Bonds of $38.7 million and an increase in premium amortization of $0.9 million (see Note 11). 
 
2015 Compared to 2014: 

As of December 31, 2015, total liabilities and deferred inflows were $708.4 million, representing a $57.7 million 
(7.5%) decrease compared to $766.2 million at December 31, 2014. These decreases are attributable to decreases in 
long-term debt of $124.9 million resulting from a reclassification of a portion of long-term debt to the current 
portion of debt and premium amortization (see Note 11), offset in part by an increase in current liabilities payable 
from current assets of $44.6 million due to an increase in accrued taxes (payment in lieu of taxes and transfers) of 
$36.3 million and current liabilities payable from restricted assets of $2.0 million largely due to an increase in 
medical benefits.  The deferred inflows of resources increased $18.7 million due to the pension changes of 
assumptions of $10.6 million and the pension liability experience of $7.8 million as a result of GASB 68 
implementation in 2015. 
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Net Position  
 
2016 Compared to 2015: 
 
As of December 31, 2016, the Electric Division’s total net position (total assets and deferred outflows of resources 
less total liabilities and deferred inflows of resources) was $1.16 billion, a decrease of $12.7 million, or 1.1%, 
compared to December 31, 2015.  The decrease was due to a decrease in unrestricted net position (used to finance 
day-to-day operations) of $6.7 million and a decrease in net investment in capital assets of $6.6 million.  Eighty-
two percent of the net position was related to net investment in capital assets. 
 
2015 Compared to 2014: 

As of December 31, 2015, the Electric Division’s total net position (total assets and deferred outflows of resources 
less total liabilities and deferred inflows of resources) was $1.18 billion, an increase of $12.2 million, or 1.0%, 
compared to December 31, 2014.  The increase was due to increases in unrestricted net position (used to finance 
day-to-day operations) of $20.6 million and net investment in capital assets of $26.0 million, partially offset by a 
decrease in restricted net position of $34.4 million.  Eighty-two percent of the net position was related to net 
investment in capital assets. 
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 Figure 2: Electric Division’s Net Position (in thousands): 
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Analysis of the Electric Division’s Statements of Revenues, Expenses and Changes in Net Position  
 
Condensed financial information comparing the Electric Division’s revenues, expenses and changes in net position  
for the past three fiscal years is presented below:  
 

 
 
 

 
Change in Net Position 
 
2016 Compared to 2015: 
 
The change in net position is a loss of $12.7 million, down $36.3 million from $23.6 million at December 31, 2015.  
This decrease is primarily due to a decrease in operating margin (operating revenue less power cost) of $21.2 
million, an increase in other operating expense of $10.2 million, an increase in Transfer to the City of $3.3 million, 
a decrease in non-operating revenues of $2.9 million and an increase in depreciation expense of $2.1 million, offset 
by a decrease in non-operating expense of $3.5 million. 
 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage

2016 2015 Change 2014 Change
Revenues:
     Operating revenues 1,249,535$   1,268,561$   -1.5% 1,280,904$   -1.0%
     Non-operating revenues 50,222           53,165           -5.5% 55,536           -4.3%
   Total revenues 1,299,757     1,321,726      -1.7% 1,336,440      -1.1%
Expenses:
     Depreciation expense 50,902           48,778           4.3% 45,566           7.0%
     Purchased power 1,018,157     1,015,978      0.2% 1,029,791      -1.3%
     Other operating expense 187,927         177,704         5.8% 171,095         3.9%
     Non-operating expense 15,491           19,011           -18.5% 21,581           -11.9%
   Total expenses 1,272,477     1,261,471      0.9% 1,268,033      -0.5%
Income before contributions in aid
     of construction and transfers 27,280           60,255           -54.7% 68,407           -11.9%

Contributions in aid of construction 10,445           13,837           -24.5% 12,827           7.9%
Reduction of plant costs recovered through 
     contributions in aid of construction (10,445)          (13,837)          24.5% (12,827)          -7.9%
Transfers to City of Memphis (39,994)          (36,697)          9.0% (39,295)          -6.6%
Change in net position (12,714)$       23,558$         -154.0% 29,112$         -19.1%

Net position, beginning of year 1,175,276$   1,163,074$   1.0% 1,133,962$   2.6%
Change in method of accounting for pension -                     (11,356)          -                  -                      -                  
Change in net position (12,714)           23,558             -154.0% 29,112             -19.1%
Net position, end of year 1,162,562$   1,175,276$   -1.1% 1,163,074$   1.0%

 

Table 2
Electric Division

Condensed Statements of Revenues, Expenses and Changes in Net Position
Years Ended December 31, 2016, 2015, and 2014
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2015 Compared to 2014: 

The change in net position is $23.6 million, down $5.5 million from $29.1 million at December 31, 2014.  This 
decrease is primarily due to an increase in other operating expense of $6.6 million, an increase in depreciation 
expense of $3.2 million and a decrease in non-operating revenue of $2.4 million, offset by a decrease in Transfer to 
the City of $2.6 million, a decrease in non-operating expense of $2.6 million (resulting from lower debt expense), 
and an increase in operating margin (operating revenue less power cost) of $1.5 million. 

Revenues 

2016 Compared to 2015: 

Total revenues were $1.30 billion for fiscal year 2016, a decrease of $22.0 �illion, or 1.7%, from fiscal year 
2015. Operating revenues were $1.25 billion in 2016, a decrease of $19.0 million from 2015.  The decrease in 
operating revenue is due partially to a rate decrease for residential and small commercial customers implemented 
in January 2016 and to lower sales volume resulting from temporary transitional issues associated with the mass 
deployment of smart meters, offset, in part, by the Tennessee Valley Authority (“TVA”) 1.5% rate increase 
effective in October 2016.  There was an increase in purchased power cost of $2.2 million due to higher purchase 
volumes and the TVA rate increase.  Non-operating revenue decreased $2.9 million to $50.2 million in 2016 as a 
result of a decrease in other income prepay credit, related to the Electric TVA Prepay Bonds of $3.8 million, offset 
by an increase in other income TVA transmission credit of $0.8 million. 

2015 Compared to 2014: 

Total revenues were $1.32 billion for fiscal year 2015, a decrease of $14.7 million, or 1.1%,  from fiscal year 2014. 
Operating revenues were $1.27 billion in 2015, a decrease of $12.3 million from 2014.  The decrease in operating 
revenue is due to lower power costs per unit that are passed along to customers through the fuel cost adjustor, lower 
sales volume and lower accrued/unbilled revenue, offset in part by the fuel cost adjuster (“FCA”) and the TVA 
1.50% rate increase effective in October 2015.  There was a corresponding decrease in purchased power cost of 
$13.8 million due to lower power costs per unit, offset in part by the TVA rate increase. Non-operating revenue 
decreased $2.4 million to $53.2 million in 2015 as a result of a decrease in other income prepay credit, related to 
the Electric TVA Prepay Bonds of $3.6 million, offset by increases in transmission credits of $1.1 million and 
allowance for funds used during construction of $0.2 million. 

Expenses 

2016 Compared to 2015: 

For fiscal year 2016, total expenses were $1.27 billion, a 0.9%, or $11.0 million, increase from fiscal year 2015 
total expenses of $1.26 billion.  This increase was a result of an increase in other operating expense of 
$10.2 million, purchased power cost of $2.2� ������� and depreciation expense of $2.1 million, offset by a 
decrease in non-operating expense of $3.5 million.  The decrease in non-operating expense is primarily the 
result of lower interest expense associated with the Series 2010 Bonds.  The increase in other operating expense is 
due, in part, to increases in operating expenses of $10.5 million and maintenance expense of $0.6 million, offset by 
a decrease in payment in lieu of taxes (“PILOT”) of $0.9 million.  
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2015 Compared to 2014: 
 
For fiscal year 2015, total expenses were $1.26 billion, a 0.5%, or $6.6 million, decrease from fiscal year 2014 total 
expenses of $1.27 billion.  This decrease was a result of a decrease in purchased power cost of $13.8 million, or 
1.3%, and non-operating expense of $2.6 million, offset by increases in other operating expense of $6.6 million and 
depreciation expense of $3.2 million.   The decrease in non-operating expense is primarily the result of lower 
interest expense associated with the Series 2010 Bonds.  The increase in other operating expense is due, in part, to 
increases in operating expenses of $2.7 million, maintenance expense of $2.3 million and payment in lieu of taxes 
(“PILOT”) of $1.6 million. 
 
Contributions in aid of construction 

2016 Compared to 2015: 
 
Contributions in aid of construction (“CIAC”) were $10.4 million for fiscal year 2016, a decrease of $3.4 million, 
or 24.5%, from fiscal year 2015.  This decrease was mainly the result of decreases in economic development 
projects of $2.4 million, cancelled contracts of $1.8 million, and grants of $1.1 million, offset by an increase in 
damage to a substation of $1.1 million. 
 
2015 Compared to 2014:  
 
Contributions in aid of construction (“CIAC”) were $13.8 million for fiscal year 2015, an increase of $1.0 million, 
or 7.9%, from fiscal year 2014.  This increase was mainly the result of increases in economic development projects 
of $1.6 million and cancelled contracts of $0.9 million, offset by a decrease in construction activity. 
 
Transfers to the City of Memphis 
 
2016 Compared to 2015: 
 
MLGW’s transfer to the City of Memphis is based on the formula provided by the May 29, 1987 TVA Power 
Contract Amendment (Supp. No. 8).  The formula includes a maximum property tax equivalency calculation plus 
4% of operating revenue less power costs (three-year average).  Transfers to the city represent the Electric 
Division’s in lieu of tax payment.  The transfer for 2016 increased by $3.3 million due to an increase in net plant 
investment of $3.1 million and an increase in three-year average revenues of $0.2 million.   
 
2015 Compared to 2014: 
 
MLGW’s transfer to the City is based on the formula provided by the May 29, 1987 TVA Power Contract 
Amendment (Supp. No. 8).  The formula includes a maximum property tax equivalency calculation plus 4% of 
operating revenue less power costs (three-year average).  Transfers to the city represent the Electric Division’s in 
lieu of tax payment.   The transfer for 2015 decreased by $2.6 million due to a $1.9 million reduction in the tax 
equalization rate, a decrease of $1.5 million resulting from higher PILOT to Shelby County and the City requesting 
$0.5 million less than the maximum allowed by TVA contract.  The decreases are partially offset by an increase of 
$1.4 million due to increased net plant investment and operating revenue less power costs (three-year average).   
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Analysis of the Gas Division’s Statements of Net Position  
 
Condensed financial information comparing the Gas Division’s net position for the past three fiscal years 
is presented below:  
 
 

 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage

2016 2015 Change 2014 Change

Current assets (excluding restricted funds) 136,737$        160,636$        -14.9% 152,532$        5.3%
Restricted assets 49,261            22,122            122.7% 20,283            9.1%
Other assets 10,478            745                  1306.4% 1,591               -53.2%
Utility plant 383,630          363,741          5.5% 350,735          3.7%
     Total assets 580,106          547,244          6.0% 525,141          4.2%

Deferred outflows of resources
   Employer Pension Contribution 5,473               5,473               -                   -                        -                   
   Pension liability experience 485                  -                        -                   -                        -                   
   Pension investment earnings experience 17,546            -                        -                   -                        -                   
   Accumulated decrease in fair value of
        hedging derivatives -                        617                  -                   774                  -20.3%

Total assets and deferred outflows 603,610          553,334          9.1% 525,915          5.2%

Current liabilities payable from current assets 52,361            58,483            -10.5% 44,815            30.5%
Current liabilities payable from restricted assets 8,304               8,386               -1.0% 6,731               24.6%
Long-term debt 46,591            -                   -                   
Non-current liabilities 34,234            8,618               297.2% 6,699               28.6%
     Total liabilities 141,490          75,487            87.4% 58,245            29.6%

Deferred Inflows of Resources
   Pension liability experience 2,788               3,485               -20.0% -                        -                   
   Pension changes of assumptions 3,774               4,717               -20.0% -                        -                   
   Pension investment earnings experience 88                     117                  -24.8% -                        -                   
   Accumulated decrease in fair value of
        hedging derivatives 9                       -                        -                   -                        -                   
Total liabilities and deferred inflows 148,149          83,806            76.8% 58,245            43.9%

Net position: 
  Net investment in capital assets 336,148          363,742          -7.6% 350,735          3.7%
  Restricted 37,409            10,012            273.6% 10,479            -4.5%
  Unrestricted 81,904            95,774            -14.5% 106,456          -10.0%
Total Net position 455,461$        469,528$        -3.0% 467,670$        0.4%

Table 3
Gas Division Condensed Statements of  Net  Position

December 31
(In Thousands)  
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Assets  
 
2016 Compared to 2015: 
 
As of December 31, 2016 total assets and deferred outflows were $603.6 million, an increase of $50.3 million, or 
9.1%, compared to December 31, 2015.  This increase is due, in part, to an increase in restricted assets of $27.1 
million due to the issuance of Series 2016 Bonds, net utility plant of $19.9 million, pension investment earnings 
experience of $17.5 million, and other assets of $9.7 million, offset by a decrease in current assets (excluding 
restricted funds) of $23.9 million.  Current assets decreased due to a decrease in cash and cash equivalents of $25.2 
million due, in part, to a decrease in natural gas sales and margin (revenue less gas costs).  
 
2015 Compared to 2014: 
 
As of December 31, 2015, total assets and deferred outflows were $553.3 million, an increase of $27.4 million, or 
5.2%, compared to December 31, 2014.  This increase is due, in part, to increases in net utility plant of $13.0 
million, current assets (excluding restricted funds) of $8.1 million, deferred outflow of resources related to 
employer pension contribution of $5.5 million and restricted assets of $1.8 million.  The increase in current assets is 
primarily due to an increase in cash and equivalents of $19.3 million and an increase in investments of $2.6 million, 
offset in part by a decrease in accounts receivable (less allowance for doubtful accounts) of $7.1 million and a 
decrease in unbilled revenue of $5.8 million.   
 
Capital Assets and Construction Activities  
 
2016 Compared to 2015: 
 
The Gas Division’s utility plant assets, net of accumulated depreciation were $383.6 million as of December 31, 
2016, an increase of 5.5% over fiscal 2015.  During 2016, the Gas Division expended $42.8 million on construction 
activities and equipment purchases, an increase of $13.5 million, or 45.8%, compared to fiscal year 2015.  Major 
Gas Division construction activities included the purchase of meters and metering equipment ($20.0 million), the 
replacement of the MLGW mainframe system ($7.5 million), retrofitting of cast iron and steel taps ($4.7 million), 
and the purchase of transportation and power operated equipment ($2.9 million). Other significant Gas Division 
expenditures included pipeline integrity ($1.8 million),  extensions to serve new customer ($1.5 million), purchase 
of right-of-way and property ($0.7 million), alternative fueling infrastructure ($0.7 million), and building upgrades 
to various MLGW facilities ($0.5 million). 
 
2015 Compared to 2014: 

The Gas Division’s utility plant assets, net of accumulated depreciation were $363.7 million as of December 31, 
2015, an increase of 3.7% over fiscal 2014. During 2015, the Gas Division expended $29.3 million on construction 
activities and equipment purchases, an increase of $1.7 million or 6.3% compared to fiscal year 2014.  Major Gas 
Division construction activities included the replacement of the MLGW mainframe system ($8.9 million), purchase 
of meters and metering equipment ($4.8 million), purchases of transportation and power operated equipment ($4.6 
million), buildings and structures ($2.6 million), and the retrofitting of cast iron and steel taps ($2.4 million). Other 
significant Gas Division expenditures included pipeline integrity ($2.3 million), extensions to serve new customers 
($1.6 million), alternative fueling infrastructure ($0.5 million), and purchase of right-of-way and property ($0.5 
million).  
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Liabilities  
 
2016 Compared to 2015: 
 
At December 31, 2016, total liabilities and deferred inflows were $148.1 million, representing a $64.3 million 
(76.8%) increase compared to $83.8 million at December 31, 2015. This increase is due, in part, to increases in 
long-term debt due to the issuance of Series 2016 Bonds of $46.6 million and non-current liabilities of $25.6 
million due, in part, to the net pension liability of $21.3 million, offset by a decrease in current liabilities payable 
from current assets of $6.1 million and a decrease in pension changes of assumptions of $0.9 million.  The decrease 
in current liabilities payable from current assets is due to a decrease in accrued taxes (PILOT and transfers) of 
$10.9 million and a decrease in other accounts payable and liabilities of $9.2 million, offset by an increase in 
accounts payable-purchased gas of $13.4 million. 
 
2015 Compared to 2014: 
 
At December 31, 2015, total liabilities and deferred inflows were $83.8 million, representing a $25.6 million 
(43.9%) increase compared to $58.2 million at December 31, 2014.  This increase is due, in part, to increases in 
current liabilities payable from current assets of $13.7 million, non-current liabilities of $1.9 million, and current 
liabilities payable from restricted assets of $1.7 million, due in part to an increase in medical benefits.  The deferred 
inflows of resources increased due to pension changes of assumptions of $4.7 million and the pension liability 
experience of $3.5 million as a result of GASB 68 implementation in 2015.  The increase in current liabilities 
payable from current assets is due to other accounts payable and liabilities of $15.1 million and accrued taxes 
(PILOT and transfers) of $12.3 million, offset in part by a decrease in accounts payables – purchased gas of $13.5 
million.  Non-current liabilities increased in part due to increases in the net pension liability of $0.9 million and 
customer deposits of $0.7 million. 
 
Net Position  

2016 Compared to 2015: 
 
As of December 31, 2016, the Gas Division’s total net position (total assets and deferred outflows of resources less 
total liabilities and deferred inflows of resources) was $455.5 million, a decrease of $14.1 million, or 3.0%, from 
December 31, 2015.  The decrease is due, in part, to a decrease in net investment in capital assets of $27.6 million 
and a decrease in unrestricted net position (used to finance day-to-day operations) of $13.8 million, offset, in part, 
by an increase in restricted net position of $27.4 million.  Seventy-four percent of the net position was related to net 
investment in capital assets. 
 
2015 Compared to 2014: 
 
As of December 31, 2015, the Gas Division’s total net position (total assets and deferred outflows of resources less 
total liabilities and deferred inflows of resources) was $469.5 million, an increase of $1.9 million, or 0.4%, from 
December 31, 2014.  Seventy-seven percent of the net position was related to net investment in capital assets, 
which accounts for $13.0 million of the increase, offset in part by a decrease in unrestricted net position (used to 
finance day-to-day operations) of $10.7 million, or 10.0%. 
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Figure 3: Gas Division’s Net Position (in thousands): 
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Analysis of the Gas Division’s Statements of Revenues, Expenses and Changes in Net Position  
 
Condensed financial information comparing the Gas Division’s revenues, expenses and changes in net position for 
the past three fiscal years is presented below:  
 

 
 

 
Change in Net Position 
 
2016 Compared to 2015: 
 
The change in net position is a loss of $14.1 million, down $21.0 million from December 31, 2015.  This decrease 
is primarily due to a decrease in operating margin (operating revenue less gas cost) of $13.2 million resulting 
mainly from lower gas sales volume, an increase in other operating expense of $5.6 million, an increase in transfers 
to the City of $1.0 million, and an increase in depreciation expense of $0.6 million. 
 
 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage 

2016 2015 Change 2014 Change

Revenues:
     Sales, service and other operating revenues 198,931$     243,525$   -18.3% 326,693$      -25.5%
     Transported gas revenue 6,945            6,380          8.9% 7,119             -10.4%
     Non-operating revenues 98                 326              -69.9% (216)               250.9%
   Total revenues 205,974       250,231      -17.7% 333,596        -25.0%
Expenses:
     Depreciation expense 15,251         14,660        4.0% 13,365           9.7%
     Purchased gas 92,183         122,973      -25.0% 201,362        -38.9%
     Other operating expense 94,703         89,124        6.3% 91,677           -2.8%
     Non-operating expense 379               -                   -                        -                      -                        
   Total expenses 202,516       226,757      -10.7% 306,404        -26.0%
Income before contributions in aid
     of construction and transfers 3,458            23,474        -85.3% 27,192           -13.7%

Contributions in aid of construction 38,118         2,316          1545.9% 1,283             80.6%
Reduction of plant costs recovered through 
     contributions in aid of construction (38,118)        (2,316)         -1545.9% (1,283)            -80.6%
Transfers to City of Memphis (17,525)        (16,551)       5.9% (17,320)         -4.4%
Change in net position (14,067)$      6,923$        -303.2% 9,872$           -29.9%

Net position, beginning of year 469,528$     467,670$   0.4% 457,798$      2.2%
Change in method of accounting for pension -                    (5,065)         -                       -                     -                       
Change in net position (14,067)        6,923          -303.2% 9,872             -29.9%
Net position, end of year 455,461$     469,528$   -3.0% 467,670$      0.4%

Table 4
Gas Division

Condensed Statements of Revenues, Expenses and Changes in Net Position
Years Ended December 31, 2016, 2015, and 2014

(In Thousands)
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2015 Compared to 2014: 
 
The change in net position is $6.9 million, down $2.9 million from December 31, 2014.  This decrease is primarily 
due to a decrease in operating margin (operating revenue less gas cost) of $5.5 million resulting mainly from  lower 
gas sales volume and an increase in depreciation expense of $1.3 million, offset in part by decreases in other 
operating expense of $2.6 million and transfers to the City of $0.8 million. 
 
 Revenues 
 
2016 Compared to 2015: 
 
Total revenues were $206.0 million for fiscal year 2016, a decrease of 17.7% from fiscal year 2015.  Sales, service 
and other operating revenues were $198.9 million, a decrease of $44.6 million, or 18.3%, from 2015.  There was a 
decrease in gas sales and lower gas costs that are passed along to customers by a purchase gas adjustment (“PGA”).   
There was a corresponding decrease in purchased gas cost of $30.8 million, or 25.0%, due to lower purchased 
volumes and lower gas cost per unit.  Transported gas revenue increased $0.6 million, or 8.9%, and non-operating 
revenue decreased $0.2 million, compared to last fiscal year. 
 
2015 Compared to 2014: 
 
Total revenues were $250.2 million for fiscal year 2015, a decrease of 25.0% from fiscal year 2014.  Sales, service 
and other operating revenues were $243.5 million, a decrease of $83.2 million, or 25.5%, from 2014.  There was a 
decrease in gas sales and lower gas costs that are passed along to customers by a purchase gas adjustment (“PGA”).  
There was a corresponding decrease in purchased gas cost of $78.4 million, or 38.9%, due to lower purchased 
volumes and lower gas cost per unit.  Transported gas revenue decreased $0.7 million, or 10.4%, and non-operating 
revenue increased $0.5 million, compared to last fiscal year. 
  
Expenses 
 
2016 Compared to 2015: 
 
For fiscal year 2016, total expenses were $202.5 million at December 31, 2016, a 10.7% decrease over fiscal year 
2015 expenses of $226.8 million.  Purchased gas cost was $92.2 million, down 25.0%, from $123.0 million at 
December 31, 2015, as a result of a decrease in natural gas purchases and lower gas costs per unit than last year. 
Other operating expense was $94.7 million at December 31, 2016, up $5.6 million, or 6.3%, from $89.1 million at 
December 31, 2015, primarily attributable to an increase in operation costs of $6.2 million and an increase in 
PILOT of $0.7 million, offset by a decrease in maintenance expense of $1.3 million. 
 
2015 Compared to 2014: 
 
For fiscal year 2015, total expenses were $226.8 million at December 31, 2015, a 26.0% decrease over fiscal year 
2014 expenses of $306.4 million. Purchased gas cost was $123.0 million, down 38.9%, from $201.4 million at 
December 31, 2014, as a result of a decrease in natural gas purchases and lower gas costs per unit than last year.  
Other operating expense was $89.1 million at December 31, 2015, down $2.6 million , or 2.8%, from $91.7 million 
at December 31, 2014, primarily attributable to a reduction in operation costs of $2.6 million and PILOT of $0.2 
million, offset in part by an increase in maintenance expenses of $0.2 million. 
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 Contributions in aid of construction 
 
2016 Compared to 2015: 
 
CIAC were $38.1 million for fiscal year 2016, an increase of $35.8 million (1545.1%) from fiscal year 2015.  This 
increase was mainly the result of the TVA pipeline project of $36.4 million, offset by a decrease in construction 
activity of $0.6 million. 
 
2015 Compared to 2014: 
 
CIAC were $2.3 million for fiscal year 2015, an increase of $1.0 million (80.6%) from fiscal year 2014.  This 
increase was mainly the result of increases in economic development projects of $0.5 million, donated easements of 
$0.4 million and construction activity of $0.3 million, offset by $0.1 million in cancelled contracts. 
 
Transfers to the City of Memphis 
 
2016 Compared to 2015: 
 
MLGW’s transfer to the City of Memphis is based on the formula provided by the State of Tennessee Municipal 
Gas System Tax Equivalent Law of 1987.  The formula includes a maximum property tax equivalency calculation 
plus 4% of operating revenue less power costs (three-year average).  Transfers to the City represent the Gas 
Division’s in lieu of tax payment.  The transfer for 2016 increased by $1.0 million, due to an increase of $1.1 
million in net plant investment, offset by a decrease of $0.1 million due to a decrease in three-year average 
revenues. 
 
2015 Compared to 2014:   
 
MLGW’s transfer to the City is based on the formula provided by the State of Tennessee Municipal Gas System 
Tax Equivalent Law of 1987.  The formula includes a maximum property tax equivalency calculation plus 4% of 
operating revenue less power costs (three-year average).  Transfers to the City represent the Gas Division’s PILOT.  
The transfer for 2015 decreased by $0.8 million due to a decrease of $1.0 million resulting from the City requesting 
less than the maximum allowed by statute and $0.8 million due to a decrease in the tax equalization rate, offset in 
part by an increase of $0.8 million due to net plant investment and three-year average revenues and an increase of 
$0.2 million resulting from lower PILOT to Shelby County.     
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Analysis of the Water Division’s Statements of Net Position  
 
Condensed financial information comparing the Water Division’s net position for the past three fiscal years is 
presented below: 
 
 

 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage

2016 2015 Change 2014 Change

Current assets (excluding restricted assets) 46,901$          43,790$          7.1% 45,234$          -3.2%
Restricted assets 29,756            13,986            112.8% 14,168            -1.3%
Other assets 4,012               2,693               49.0% 2,653               1.5%
Utility plant 292,880          270,988          8.1% 266,592          1.6%
     Total assets 373,549          331,457          12.7% 328,647          0.9%

Deferred outflows of resources
   Employer Pension Contribution 3,634               3,634               -                 -                        -                 
   Pension liability experience 322                  -                        -                 -                        -                 
   Pension investment earnings experience 11,652            -                        -                 -                        -                 

Total assets and deferred outflows 389,157          335,091          16.1% 328,647          2.0%

Current liabilities payable from current assets 20,031            19,140            4.7% 14,134            35.4%
Current liabilities payable from restricted assets 5,154               6,050               -14.8% 5,101               18.6%
Long-term debt 45,501            14,739            208.7% 15,384            -4.2%
Non-current liabilities 20,988            6,466               224.6% 5,924               9.1%
     Total liabilities 91,674            46,395            97.6% 40,543            14.4%

Deferred inflows of resources
   Pension liability experience 1,852               2,315               -20.0% -                        -                 
   Pension changes of assumptions 2,506               3,133               -20.0% -                        -                 
   Pension investment earnings experience 58                     78                     -25.6% -                        -                 

Total liabilities and deferred inflows 96,090            51,921            85.1% 40,543            28.1%

Net position: 
  Net investment in capital assets 246,178          255,883          -3.8% 250,871          2.0%
  Restricted 23,617            7,100               232.6% 8,268               -14.1%
  Unrestricted 23,272            20,187            15.3% 28,965            -30.3%
Total Net position 293,067$        283,170$        3.5% 288,104$        -1.7%

Table 5
Water Division Condensed Statements of Net Position

December 31
(In Thousands)  
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Assets  
 
2016 Compared to 2015: 
 
As of December 31, 2016, total assets and deferred outflows were $389.2 million, an increase of $54.1 million 
compared to December 31, 2015.  The increase is due, in part, to increases in net utility plant of $21.9 million, 
restricted assets of $15.8 million due, in part, to the issuance of Series 2016 Bonds, and pension investment 
earnings experience of $11.7 million. 
 
2015 Compared to 2014: 
 
As of December 31, 2015, total assets and deferred outflows were $335.1 million, an increase of $6.4 million 
compared to December 31, 2014.   The increase is due, in part, to an increase in net utility plant of $4.4 million and 
an increase in deferred outflow of resources related to employer pension contribution of $3.6 million, offset in part 
by a decrease in current assets (excluding restricted assets) of $1.4 million.  The decrease in current assets is 
attributable to a decrease in investments of $2.5 million, offset in part by an increase in accounts receivable (less 
allowance for doubtful accounts) of $0.6 million and an increase in unbilled revenue of $0.5 million. 
 
Capital Assets and Construction Activities  
 
2016 Compared to 2015: 
 
The Water Division’s utility plant assets, net of accumulated depreciation were $292.9 million as of December 31, 
2016, an increase of 8.1% as compared to December 31, 2015. During 2016, the Water Division expended $31.0 
million on construction activities and equipment purchases, an increase of $19.4 million, or 167.2%, compared to 
fiscal year 2015. Major Water Division construction activities included the purchase of meters ($13.2 million), 
building upgrades to various pumping stations and other MLGW buildings ($2.9 million), extension to serve new 
customers ($2.3 million), upgrades to Mallory Pumping Station ($2.3 million), and upgrades to Davis Pumping 
Station ($2.0 million). Other significant expenditures include upgrades to Allen Pumping Station ($1.1 million), the 
purchase of transportation and power operated equipment ($1.0 million), the relocation of facilities to accommodate 
street improvements ($0.9 million), upgrades to Shaw Pumping Station ($0.7 million), and upgrades to Palmer 
Pumping Station ($0.5 million).  
 
2015 Compared to 2014: 

The Water Division’s utility plant assets, net of accumulated depreciation were $271.0 million as of December 31, 
2015, an increase of 1.6% as compared to December 31, 2014. During 2015, the Water Division expended $11.6 
million on construction activities and equipment purchases, a decrease of $0.3 million or 2.5% compared to fiscal 
year 2014. Major Water Division construction activities included the purchase of meters ($2.6 million), extension 
to serve new customers ($2.0 million), the relocation of facilities to accommodate road improvements ($1.5 
million), and building upgrades to various pumping station buildings ($1.0 million). Other significant expenditures 
include main installation and improvements ($0.8 million), purchase of transportation and power operated 
equipment ($0.5 million), upgrades to Mallory Pumping Station ($0.5 million), upgrades to Allen Pumping Station 
($0.4 million), upgrades to Shaw Pumping Station ($0.2 million), and upgrades to McCord Pumping Station ($0.2 
million).  
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Liabilities  

2016 Compared to 2015: 
 
As of December 31, 2016, total liabilities and deferred inflows were $96.1 million, representing an increase of 
$44.2 million, or 85.1%, compared to December 31, 2015.  The increase is due, in part, to an increase in long-term 
debt of $30.8 million and an increase in non-current liabilities of $14.5 million.  Long-term debt increased $28.9 
million due to the issuance of Series 2016 Bonds and $2.5 million due to the unamortized premiums.  Non-current 
liabilities increased $14.2 million due to the pension liability-long term. 
 
2015 Compared to 2014: 
 
As of December 31, 2015, total liabilities and deferred inflows were $51.9 million, representing an increase of 
$11.4 million, or 28.1%, compared to December 31, 2014. The increase is due, in part, to an increase in current 
liabilities payable from current assets  of $5.0 million and an increase in current liabilities payable from restricted 
assets of $0.9 million due to an increase in medical benefits of $0.8 million.  Deferred inflows of resources 
increased $5.5 million due to the GASB 68 implementation in 2015.  
 
Net Position  

2016 Compared to 2015: 
 
As of December 31, 2016, the Water Division’s total net position (total assets and deferred outflows of resources 
less total liabilities and deferred inflows of resources) was $293.1 million, an increase of $9.9 million, or 3.5%, 
from December 31, 2015.  The increase is due to an increase in restricted net position of $16.5 million, offset by a 
decrease in net investment in capital assets of $9.7 million.  Eighty-four percent of the net position was related to 
net investments in capital assets. 
 
2015 Compared to 2014: 

As of December 31, 2015, the Water Division’s total net position (total assets and deferred outflows of resources 
less total liabilities and deferred inflows of resources) was $283.2 million, a decrease of $4.9 million, or 1.7%, from 
December 31, 2014.  The decrease is due to a decrease in unrestricted net position (used to finance day-to-day 
operations) of $8.8 million, partially offset by an increase in net investment in capital assets of $5.0 million.  Ninety 
percent of the net position was related to net investments in capital assets. 
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Figure 4: Water Division’s Net Position (in thousands): 
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Analysis of the Water Division’s Statements of Revenues, Expenses and Changes in Net Position 
 
Condensed financial information comparing the Water Division’s revenues, expenses and changes in net position 
for the past three fiscal years is presented below:  
 

 
 
 
Change in Net Position 
 
2016 Compared to 2015: 
 
As of December 31, 2016, the change in net position is $9.9 million, up $11.5 million from a loss of $1.6 million at 
December 31, 2015.  This increase is due to an increase in operating revenues of $15.4 million, offset by an 
increase in other operating expense of $3.0 million. 
 
 
 
 
 

FY16 - FY15 FY15 - FY14
Percentage Percentage

2016 2015 Change 2014 Change
Revenues:
     Operating revenues 99,847$      84,491$      18.2% 86,181$      -2.0%
     Non-operating revenues 739              678              9.0% 722              -6.1%
   Total Revenues 100,586      85,169         18.1% 86,903         -2.0%
Expenses:
     Depreciation expense 7,987           7,279           9.7% 7,522           -3.2%
     Other operating expense 77,611         74,604         4.0% 70,379         6.0%
     Non-operating expense 691              457              51.2% 264              73.1%
   Total Expenses 86,289         82,340         4.8% 78,165         5.3%
Income before contributions in aid
     of construction and transfers 14,297         2,829           405.4% 8,738           -67.6%

Contributions in aid of construction 3,533           3,128           13.0% 3,161           -1.0%
Reduction of plant costs recovered through 
     contributions in aid of construction (3,533)          (3,128)          -13.0% (3,161)          1.0%
Transfers to City of Memphis (4,400)          (4,400)          -                  (4,400)          -                  
Change in net position 9,897$         (1,571)$       730.0% 4,338$         -136.2%

Net position, beginning of year 283,170$    288,104$    -1.7% 283,766$    1.5%

Change in method of accounting for pension -                    (3,363)          -                  -                   -                 
Change in net position 9,897           (1,571)          730.0% 4,338           -136.2%

Net position, end of year 293,067$    283,170$    3.5% 288,104$    -1.7%

(In Thousands)

Table 6
Water Division

Condensed Statements of Revenues, Expenses and Changes in Net Position
Years Ended December 31, 2016, 2015, and 2014
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
(Continued) 

 
 
2015 Compared to 2014: 
 
As of December 31, 2015, the change in net position is a loss of $1.6 million, down $5.9 million from a gain of 
$4.3 million at December 31, 2014.  This decrease is due primarily to an increase in other operating expense of $4.2 
million and a decrease in operating margin of $1.7 million. 
 
Revenues 

2016 Compared to 2015: 
 
Total revenues were $100.6 million for fiscal year 2016, an increase of $15.4 million compared to fiscal year 2015.  
Operating revenues increased $15.4 million due, in part, to an increase in sales revenue as a result of a 22% rate 
increase effective January 2016. 
 
2015 Compared to 2014: 
 
Total revenues were $85.2 million for fiscal year 2015, a decrease of $1.7 million compared to fiscal year 2014.  
Operating revenues decreased $1.7, or 2.0%, due primarily to a decrease in miscellaneous revenue of $1.0 million 
due to a decrease in interdivisional rents, connect/reconnect fees, and forfeited discounts and a decrease in sales 
revenue of $0.9 million due to lower sales volume.   
 
Expenses 
 
2016 Compared to 2015: 
 
As of December 31, 2016, total expenses for the Water Division were $86.3 million, an increase of $3.9 million, or 
4.8%, compared to fiscal year 2015.  The increase resulted from an increase in other operating expense of $3.0 
million due, in part, to an increase in operation expenses of $2.1 million and an increase in depreciation expense of 
$0.7 million. 
 
2015 Compared to 2014: 

As of December 31, 2015, total expenses for the Water Division were $82.3 million, an increase of $4.2 million, or 
5.3%, compared to fiscal year 2014.  The increase resulted from an increase in other operating expense of $4.2 
million and non-operating expense of $0.2 million, offset by a decrease in depreciation expense of $0.2 million.  
Other operating expenses increased, primarily due to an increase in pollution remediation expenses. 
 
Contributions in aid of construction 
 
2016 Compared to 2015: 
 
CIAC were $3.5 million for fiscal year 2016, an increase of $0.4 million, or 13.0%, from fiscal year 2015.  This 
increase was mainly the result of $0.4 million increase in donated easements. 
 
2015 Compared to 2014: 
 
CIAC were $3.1 million for fiscal year 2015, a decrease of $0.03 million, or 1.0%, from fiscal year 2014.  This 
decrease was mainly the result of a decrease in construction activity of $0.3 million and claims of $0.05 million, 
offset by an increase in donated easements of $0.3 million. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS                              
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
(Continued) 

 
 
Transfers to the City of Memphis 
 
The Water Division, through an agreement with the City, transfers a payment in the amount of $2.5 million per 
year.  The agreement is effective through the year 2028.  During 2014, the Water Division was authorized and 
directed by City Council to make an additional annual $1.9 million transfer payment each year through fiscal year 
2017.   
 
Additional Financial Information 
 
This discussion is designed to provide MLGW’s customers, investors and other interested parties with a general 
overview of the financial position and results of operations.  Questions concerning any of the information provided 
in this report or requests for additional information should be addressed to the Manager of General Accounting, 
Memphis Light, Gas and Water Division, P.O. Box 430, Memphis, TN  38101, or call 901-528-4221. 
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STATEMENTS OF NET POSITION
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)

  

      

2016 2015 2016 2015 2016 2015

Assets
Current assets:

Cash and cash equivalents 113,349$    160,465$ 40,607$      65,814$      12,233$      13,613$      
Investments 92,361        95,299 31,115        37,458        9,975          8,083          
Derivative financial instruments -                  - 9                 -                 -                 -                 
Restricted funds - current 33,586        33,093 8,303          8,607          5,154          6,050          
Accounts receivable, less allowance for 

doubtful accounts 81,921        77,826 36,404        33,871        17,617        15,352        
Unbilled revenues 52,588        46,278 18,201        14,040        3,844          3,503          
Prepaid power cost 119,697      117,078 -                 -                 -                 -                 
Unrecovered purchased power/gas cost 3,229          2,373 225             -                 -                 -                 
Gas stored - gas in storage -                  - 2,586          2,156          -                 -                 
Inventories 23,287        24,800 4,811          4,283          3,089          3,222          
Prepayment - insurance -                  -                    478             483             -                 -                 
Unamortized debt expense - current 337             412 33               -                 44               -                 
Meter replacement - current 428             - 337             -                 99               -                 
Other current assets 363             383 1,931          2,531          -                 17               

Total current assets 521,146      558,007 145,040      169,243      52,055        49,840        

Non-current assets:
Restricted funds:

Futures margin deposits -                  1 -             221             -                 -                 
Insurance reserves - injuries and damages 5,385          5,413 3,026          2,653          2,121          2,988          
Insurance reserves - casualties and general 19,155        18,533 9,791          9,791          7,100          7,100          
Medical benefits 7,238          8,230 3,228          3,670          2,144          2,437          
Customer deposits 24,888        20,878 5,219          5,787          1,615          1,371          
Interest fund - revenue bonds - series 2003A -                  14 -                 -                 - -                 
Interest fund - revenue refunding bonds - series 2008 381             380 -                 -                 -                 -                 
Interest fund - revenue refunding  bonds - series 2010 569             1,035 -                 -                 -                 -                 
Interest fund - revenue bonds - series 2014 250             254 -                 -                 41               42               
Interest fund - revenue bonds - series 2016 148             - 148             -                 77               -                 
Sinking fund - revenue refunding bonds - series 2008 2,635          - -                 -                 -                 -                 
Sinking fund - revenue refunding bonds - series 2010 6,958          9,417 -                 -                 -                 -                 
Sinking fund - revenue bonds - series 2014 210             206 -                 -                 48               48               
Sinking fund - revenue bonds - series 2016 106             -                    106             -                 93               -                 
Construction fund - revenue bonds - series 2016 -                  - 27,743        -                 16,517        -                 

Total restricted funds 67,923        64,361 49,261        22,122        29,756        13,986        
Less restricted funds - current (33,586)       (33,093) (8,303)        (8,607)        (5,154)        (6,050)        

Restricted funds - non-current 34,337        31,268 40,958        13,515        24,602        7,936          

Electric Division Gas Division Water Division

See accompanying notes.
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STATEMENTS OF NET POSITION
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

  

2016 2015 2016 2015 2016 2015

Assets:
Other assets:

Prepaid power cost - long term 112,821      232,517 -                 -                 -                 -                 
Prepayment - in lieu of taxes 1,739          1,797 40               41               -                 -                 
Unamortized debt expense 974             937 352             -                 456             187             
Notes receivable -                  -                    3,562          -                 1,872          2,038          
Meter replacement-long term 6,918          -                    5,820          -                 1,217          -                 
Other prepayments 1,579          1,591 704             704             467             468             

Total other assets 124,031      236,842 10,478        745             4,012          2,693          

Utility plant
Plant in service 1,815,044   1,738,345 694,303      658,913      491,517      462,612      
Plant held for future use -                  -                    212             212             -                 -                 
Non-utility plant 15,345        15,345 200             200             -                 -                 

Total utility plant 1,830,389   1,753,690 694,715      659,325      491,517      462,612      
Less accumulated depreciation & amortization (750,926)     (711,937) (311,085)    (295,584)    (198,637)    (191,624)    

Utility plant, net 1,079,463   1,041,753 383,630      363,741      292,880      270,988      
Total non-current assets 1,237,831   1,309,863 435,066      378,001      321,494      281,617      

Total assets 1,758,977   1,867,870 580,106      547,244      373,549      331,457      

Deferred outflows of resources
Unamortized balance of refunded debt 1,499          3,509 -                 -                 -                 -                 
Employer pension contribution 12,271        12,271 5,473          5,473          3,634          3,634          
Pension liability experience 1,088          -                    485             -                 322             -                 
Pension investment earnings experience 39,341        -                    17,546        -                 11,652        -                 
Accumulated decrease in fair value of

hedging derivatives -                  40 -                 617             -                 -                 

Total assets and deferred outflows of resources 1,813,176$ 1,883,690$ 603,610$   553,334$   389,157$ 335,091$    

Electric Division Gas Division Water Division

See accompanying notes.
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STATEMENTS OF NET POSITION
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

2016 2015 2016 2015 2016 2015

Liabilities
Current liabilities:

Accounts payable - purchased power and gas 115,691$ 103,227$ 25,950$ 12,539$ -$ -$
Other accounts payable and liabilities 42,166 47,881 20,265 29,496 15,840 14,880
Accrued taxes 1,282 36,347 1,320 12,268 - 1,250
Accrued vacation 8,461 8,088 3,657 3,563 2,633 2,488
Derivative financial instruments - 40 - 617 - -
Bonds payable 108,860 105,782 1,169 - 1,558 522

Total current liabilities payable from current assets 276,460 301,365 52,361 58,483 20,031 19,140

Current liabilities payable from restricted assets:
Insurance reserves - injuries and damages 5,385 5,413 3,026 2,654 2,121 2,988
Medical benefits 7,238 8,230 3,228 3,670 2,144 2,437
Customer deposits 9,707 8,143 1,796 2,062 629 535
Bonds payable - accrued interest 1,347 1,683 148 - 118 42
Bonds payable - principal 9,910 9,623 106 - 142 48

Total current liabilities payable from restricted assets 33,587 33,092 8,304 8,386 5,154 6,050
Total current liabilities 310,047 334,457 60,665 66,869 25,185 25,190

Non-current liabilities:
Customer advances for construction 8,584 7,234 626 578 - -
Customer deposits 15,182 12,735 3,423 3,724 985 836
LNG deposits - - 125 - - -
Reserve for unused sick leave 7,043 6,715 3,198 3,101 2,311 2,200
Revenue bonds - series 2003A - 4,170 - - - -
Revenue refunding bonds - series 2008 65,305 96,930 - - - -
Revenue refunding bonds - series 2010 55,070 138,420 - - - -
Revenue bonds - series 2014 63,585 66,105 - - 13,290 13,870
Revenue bonds - series 2016 38,725 - 38,725 - 28,880 -
Unamortized debt premium 21,016 20,122 7,866 - 3,331 869
Net pension liability 49,940 2,072 22,273 924 14,791 614
Other 1,206 800 4,589 291 2,901 2,816

Total non-current liabilities 325,656 355,303 80,825 8,618 66,489 21,205
Total liabilities 635,703 689,760 141,490 75,487 91,674 46,395

Deferred inflows of resources
Pension liability experience 6,252 7,815 2,788 3,485 1,852 2,315
Pension changes of assumptions 8,462 10,577 3,774 4,717 2,506 3,133
Pension investment earnings experience 197 262 88 117 58 78
Accumulated increase in fair value of 

hedging derivatives - - 9 - - -
Total deferred inflows of resources 14,911 18,654 6,659 8,319 4,416 5,526

Net position
Net investment in capital assets 958,213 964,812 336,148 363,742 246,178 255,883
Restricted 19,155 18,534 37,409 10,012 23,617 7,100
Unrestricted 185,194 191,930 81,904 95,774 23,272 20,187
Total net position 1,162,562 1,175,276 455,461 469,528 293,067 283,170

Total liabilities, deferred inflows of resources and
net position 1,813,176$ 1,883,690$ 603,610$ 553,334$ 389,157$ 335,091$

Electric Division Gas Division Water Division

See accompanying notes.
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STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)

2016 2015 2016 2015 2016 2015

Operating revenues:
Sales and service revenues 1,219,587$ 1,238,095$ 184,874$ 225,388$  96,236$   80,748$    
Transported gas revenues -                  -                  6,945       6,380        -               -               
Other revenues 29,948        30,466        14,057     18,137      3,611       3,743        

Total operating revenues 1,249,535   1,268,561   205,876   249,905    99,847     84,491      

Operating expenses:
Purchased power and gas for resale 1,018,157   1,015,978   92,183     122,973    -               -               
Production -                  -                  -               -               15,759     15,586      
Operation 136,756      126,227      81,399     75,175      51,744     49,629      
Maintenance 44,273        43,650        11,671     12,988      10,108     9,389        
Depreciation & amortization 50,902        48,778        15,251     14,660      7,987       7,279        
Payment in lieu of taxes 6,898          7,827          1,633       961           -               -               

1,256,986   1,242,460   202,137   226,757    85,598     81,883      
Operating income (loss) (7,451)         26,101        3,739       23,148      14,249     2,608        

Non-operating revenues (expenses):
Contributions in aid of construction 10,445        13,837        38,118     2,316        3,533       3,128        
Reduction of plant costs recovered through

contributions in aid of construction (10,445)       (13,837)       (38,118)    (2,316)       (3,533)      (3,128)       
Transmission credits 33,344        32,565        -               -               -               -               
Investment and other income 3,713          3,730          98            326           691          674           
Allowance for funds used during construction 279             226             -               -               48            4               
Prepay credit 12,886        16,644        -               -               -               -               
Interest expense (15,491)       (19,011)       (379)         -               (691)         (457)          

Total non-operating revenues (expenses) 34,731        34,154        (281)         326           48            221           
Income before transfers 27,280        60,255        3,458       23,474 14,297    2,829
Transfers out - City of Memphis (39,994)       (36,697)       (17,525)    (16,551)     (4,400)      (4,400)       
Change in net position (12,714)$     23,558$      (14,067)$  6,923$      9,897$     (1,571)$     

Net position, beginning of year 1,175,276$ 1,163,074$ 469,528$ 467,670$  283,170$ 288,104$  
Change in method of accounting for pension -                  (11,356)       -               (5,065)       -               (3,363)       
Change in net position (12,714)       23,558        (14,067)    6,923        9,897       (1,571)       
Net position, end of year 1,162,562$ 1,175,276$ 455,461$ 469,528$  293,067$ 283,170$  

Electric Division Gas Division Water Division

See accompanying notes.
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STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)

2016 2015 2016 2015 2016 2015

Cash flows from operating activities:
  Receipts from customers and users 1,246,585$ 1,277,795$ 197,166$ 263,877$ 98,045$ 83,157$ 
  Payments to suppliers (899,800) (897,702) (101,881)  (156,105)  (26,296) (25,745)
  Payments to/on behalf of employees (120,997) (121,267) (63,049) (60,143) (46,493) (42,064)
  Payments from (to) other Division funds (2,831) 2,146 (2,371) (2,569) (3,162) (2,606)
  Payments for taxes (14,131) (62) (2,306) (25) - -
Net cash provided by operating activities 208,826 260,910 27,559 45,035 22,094 12,742

Cash flows from noncapital financing activities:
  Transfers to City of Memphis (67,416) (7,993) (27,580) (5,175) (5,650) (3,150)
  Principal payments on long-term debt (117,091) (107,336) - - - -
  Interest expense on bonds (17,113) (22,855) - - - -
 Net cash used in noncapital financing activities (201,620) (138,184) (27,580) (5,175) (5,650) (3,150)

Cash flows from capital and related financing activities:
  Purchase and construction of utility plant (107,573) (86,429) (80,949) (31,467) (35,028) (15,086)
  Contributions in aid of construction 10,445 13,837 38,118 2,316 3,533 3,128
  Advance contributions in aid of construction (TVA) - - (10,218) 11,487 - -
  Proceeds from issuance of long-term debt 47,698 - 47,694 - 32,287 -
  Principal payments on long-term debt (2,470) (2,421) - - (569) (559)
  Interest payments on debt (3,205) (2,869) (443) - (687) (513)
Net cash provided by (used in) capital

and related financing activities (55,105) (77,882) (5,798) (17,664) (464) (13,030)

Cash flows from investing activities:
  Sales and maturities of investments 74,240 74,844 24,836 34,970 3,232 13,412
  Purchases of investments (73,397) (91,055) (42,252) (36,776) (21,078) (10,345)
  Payments received on notes receivable - - 913 1,200 165 (13)
  Issuance of notes receivable - - - - - -
  Investment income (loss) earned on investments 1,408 503 495 307 137 529
Net cash provided by (used in) investing activities 2,251 (15,708) (16,008) (299) (17,544) 3,583

Increase (decrease) in cash and cash equivalents (45,648) 29,136 (21,827) 21,897 (1,564) 145
Cash and cash equivalents, beginning of year 215,904 186,768 83,300 61,403 23,841 23,696
Cash and cash equivalents, end of year 170,256$ 215,904$ 61,473$ 83,300$ 22,277$ 23,841$ 

Electric Division Gas Division Water Division

See accompanying notes.
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STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

2016 2015 2016 2015 2016 2015

Reconciliation of operating income to net cash
  provided by operating activities: 
     Operating income (loss) (7,451)$ 26,101$ 3,739$ 23,148$ 14,249$ 2,608$
     Adjustments to reconcile net operating income (loss)
        to net cash provided by operating activities:
        Depreciation of utility plant 52,071 49,766 16,784 16,138 8,286 7,564
        Transmission credits 33,344 32,565 - - - -
        Prepay power credits 12,886 16,644 - - - -
        Other income (loss) 2,305 3,227 (403) 19 555 145
        (Increase) decrease in assets:
        Accounts receivable (4,095) 7,372 (2,534) 7,126 (2,265) (552)
        Unbilled revenues (6,309) 3,360 (4,161) 5,847 (341) (545)
        Prepaid power cost 117,078 113,538 - - - -
        Prepayments - in lieu of taxes 58 75 1 1 - -
        Unrecovered purchased power and gas costs (856) - (225) - -
        Inventories 1,513 (2,050) (529) 131 134 (199)
        Other assets 3,767 (11,982) 2,276 (5,009) 1,094 (3,679)
     Increase (decrease) in liabilities:
        Accounts payable - purchased power and gas 12,464 (5,166) 13,412 (13,552) - -
        Other accounts payable and accrued expenses (5,714) 8,896 988 3,573 959 3,714
        Accrued payment in lieu of taxes (7,642) 7,643 (893) 893 - -
        Customer deposits 4,010 1,101 (394) 1,196 243 61
        Insurance reserves (28) (1,022) 372 14 (866) 152
        Medical benefit accrual (992) 2,609 (443) 1,163 (294) 773
        Other liabilities 2,417 19,589 (431) 9,412 340 6,063
     Accounting adjustment for GASB 68 - - (11,356) - (5,065) - (3,363)
        change in beginning net position
     Total adjustments 216,277 234,809 23,820 21,887 7,845 10,134
Net cash provided by operating activities 208,826$ 260,910$ 27,559$ 45,035$ 22,094$ 12,742$ 

Reconciliation of cash and cash equivalents per
  statements of cash flows to the statements of net
  position:
     Restricted funds 67,923$ 64,361$ 49,261$ 22,122$ 29,756$ 13,986$ 
     Less investments included in restricted funds (11,016) (8,922) (28,395) (4,636) (19,712) (3,758)
Cash and cash equivalents included in restricted funds 56,907 55,439 20,866 17,486 10,044 10,228

Current assets - cash and cash equivalents 113,349 160,465 40,607 65,814 12,233 13,613
Total cash and cash equivalents 170,256$ 215,904$ 61,473$ 83,300$ 22,277$ 23,841$ 

Electric Division Gas Division Water Division

See accompanying notes.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)

1. Summary of Significant Accounting Policies

Organization 

Memphis Light, Gas and Water Division (“MLGW”), a division of the City of Memphis, Tennessee (the 
“City”), was created by an amendment to the City Charter by Chapter 381 of the Private Acts of the 
General Assembly of Tennessee (the “Charter”), adopted March 9, 1939, as amended.  MLGW is 
managed by its President and a five member Board of Commissioners that are nominated by the City 
Mayor and approved by the Memphis City Council (the “Council”).  MLGW, through its three divisions, 
provides electricity, gas and water to customers in Shelby County, Tennessee, which includes the City. 
MLGW’s annual budget and electric, gas and water rates require the approval of the Council.  MLGW 
must also obtain the approval of the Council before incurring certain obligations. 

Basis of Presentation

The financial statements present only the Electric, Gas and Water Divisions of MLGW in conformity with 
accounting principles generally accepted in the United States of America that are applicable to a 
proprietary fund of a government unit.  The accompanying financial statements present the separate 
financial positions, results of operations, and cash flows of each of the three divisions--Electric, Gas and 
Water--(the “Divisions”) of MLGW, but do not present the financial position, results of operations, or 
cash flows of MLGW, a division of the City of Memphis.  Accordingly, the accompanying disclosures 
relate separately to the Divisions, as applicable, and not collectively to MLGW.  Unless expressly stated, 
each disclosure, including references to “MLGW” herein, applies solely to each of the separate divisions 
on an individual basis.  These statements are not intended to present the financial position of the City, the 
results of the City’s operations or the cash flows of the City’s funds, nor do they represent the financial 
position, results of operations, or cash flows of MLGW’s Retirement and Pension System discussed in 
Note 7 or the Other Postemployment Benefits (“OPEB”) Trust discussed in Note 8.

Basis of Accounting

MLGW is required by state statute and the Charter to maintain separate accounting for each division and 
to allocate among the Divisions, on an equitable basis, joint expenses, including those related to common 
facilities. MLGW utilizes direct cost methods where applicable.  For expenses not directly charged to a 
specific division, internally developed cost allocation methods are used based on the function performed.  
Each division is separately financed, and its indebtedness is repayable from its net revenues.

Where applicable, the Federal Energy Regulatory Commission’s (“FERC”) (Electric and Gas Divisions) 
and the National Association of Regulatory Utility Commissioners’ (“NARUC”) (Water Division) 
Uniform Systems of Accounts are used.  MLGW is not subject to the jurisdiction of federal or state 
regulatory commissions. 
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

1. Summary of Significant Accounting Policies (continued)

Basis of Accounting (continued)

MLGW prepares its financial statements in accordance with the provisions of GASB Statement No. 62, 
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements, paragraphs 476-500, for regulated operations.  These paragraphs 
recognize that accounting for rate regulated enterprises should reflect the relationship of costs and 
revenues introduced by rate regulation.    

Regulatory Accounting

Regulatory accounting allows a regulated utility to defer a cost (a regulatory asset) or recognize an 
obligation (a regulatory liability) if it is probable that through the rate making process, there will be a 
corresponding increase or decrease in future revenues. Accordingly, MLGW has recognized certain 
regulatory assets and regulatory liabilities in the accompanying Statements of Net Position.

In the event MLGW no longer meets the criteria for regulated operations under GASB 62, MLGW would 
be required to recognize the effects of any regulatory change in assets or liabilities in its Statements of 
Revenues, Expenses and Changes in Net Position.  The following are the regulatory assets and liabilities 
included in the Statements of Net Position:
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

1. Summary of Significant Accounting Policies (continued)

Regulatory Accounting (continued)

2016 2015 2016 2015 2016 2015
Regulatory Assets:
   Current:

        Unrecovered purchased power/gas cost 3,229$   2,373$ 225$    -$         -$         -$      
        Meter replacement 428        -           337      -           99        -        
        Unamortized debt expense 337        412      33        -           44        17     
             Total current 3,994     2,785   595      -           143      17     

    Non-Current:
        Meter replacement 6,918     -           5,820   -           1,217   -        
         Unamortized debt expense 974        937      352      -           456      187   
             Total non-current 7,892     937      6,172   -           1,673   187   

             Total Regulatory Assets 11,886$ 3,722$ 6,767$ -$         1,816$ 204$ 

Regulatory Liabilities:
    Current:
        Purchased gas adjustment -$           -$         2,665$ 2,455$ -$         -$      

            Total Regulatory Liabilities -$           -$         2,665$ 2,455$ -$         -$      

Electric Division Gas Division Water Division

Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date.  The carrying amounts of cash and cash 
equivalents, investments, restricted fund investments, accounts receivable and accounts payable are a 
reasonable estimate of their fair values.  The estimated fair values of MLGW’s other financial instruments 
have been determined by MLGW using available market information.  All investments are carried at fair 
value and changes in the fair values of investments are included in investment income in the 
accompanying Statements of Revenues, Expenses and Changes in Net Position. 

MLGW categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles.  The hierarchy is based on the valuation inputs used to measure the fair 
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs 
are significant other observable inputs; and Level 3 inputs are significant unobservable inputs. 
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1. Summary of Significant Accounting Policies (continued)

Fair Value of Financial Instruments (continued)

MLGW has the following recurring fair value measurements as of December 31, 2016: 

�� U.S. Treasury securities of $132,189 (Level 1 inputs) 
�� Negotiable certificates of deposit of $5,006; commercial paper of $134,191; corporate bonds of 

$1,161; government mortgage-backed securities of $20,235; and U.S. Government agencies of 
$41,140 (Level 2 inputs)   

�� Government mortgage-backed securities of $4,251 (Level 3 inputs) 

2015 comparative data is not available. 

Cash and cash equivalents

MLGW considers all highly liquid investments with maturities of three months or less when purchased to 
be cash equivalents.

Accounts Receivable

Accounts receivables result from charges for both utilities and other ancillary services provided by 
MLGW, and include wholesale, residential, commercial, industrial and government customers in the 
Shelby County, Tennessee, geographic area.  Accounts receivable are potentially exposed to 
concentrations of credit risk.  As a general policy, customer deposits are required for receivables unless or 
until the customer has established a good credit history.  Accounts receivable are stated at the amount 
management expects to collect from outstanding balances. 

As of December 31, 2016 and 2015, accounts receivable and allowances for doubtful accounts were as 
follows:  

2016 2015 2016 2015 2016 2015
Accounts Receivable 103,356$ 95,787$ 37,024$ 34,503$ 18,099$ 15,746$ 
Allowance for doubtful accounts (21,435) (17,961) (620) (632) (482) (394)
Total A/R, net of allowance 81,921$ 77,826$ 36,404$ 33,871$ 17,617$ 15,352$ 

Electric Division Gas Division Water Division

MLGW performs a monthly analysis of outstanding trade receivables to assess the likelihood of collection. 
For aged receivable balances, MLGW records an allowance to adjust the trade receivable to MLGW’s best 
estimate of  the  amount it will ultimately collect.     Such  allowances  are netted against operating revenues.  
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1. Summary of Significant Accounting Policies (continued)

Accounts Receivable (continued)

MLGW’s policy is to write off trade receivables after 150 days of non-payment.  The bad debt amounts 
netted against operating revenues are as follows:

2016 2015
Electric 6,828$         6,565$         
Gas 1,405           1,308           
Water 1,096           676              

Unbilled Revenues 

MLGW customers are spread across twenty-one different billing cycles.  Each cycle can range from 
twenty-five to thirty-five days.  The summation of these twenty-one cycles represents a revenue month. 
Billing cycles do not correspond to a calendar month and, thus, have days that fall into two or more 
calendar months.  Revenue is reported on a calendar month basis.  Unbilled revenue represents 
management’s  estimate of the revenue earned for days of service that have not been billed as of year-end.  

Prepaid Power Cost

Electric Division prepaid power cost represents the unamortized amount of prepaid power under the 
prepaid electricity agreement signed with Tennessee Valley Authority (“TVA”) on November 19, 2003.  
Under the prepay agreement, MLGW issued revenue bonds with a face value of  $1,392,170 and a 
premium of $121,247 to make an upfront payment of $1,500,000 to TVA.  Under the terms of the 
agreement, MLGW receives a fixed discount on the monthly power purchased for the fifteen year term of 
the agreement.  The  total  fixed  discount  under  the  agreement  is  sufficient  to  meet  the  debt  service 
requirements and yield approximately $13,000 in annual power cost savings.  The monthly fixed discount 
is allocated to prepaid power cost and other income under the interest method based on the debt service 
requirements of the associated debt.  Total prepaid power cost at December 31, 2016 and 2015 was 
$232,518 and $349,595, respectively. As it relates to debt issued to finance the cost of this transaction, the 
amount of interest cost incurred and charged to electric expense in 2016 and 2015 totaled $12,782 and 
$16,644, respectively.  See Note 11 (Bonds) and Note 12 (Rates and Energy Supplies) for further 
disclosure of the revenue bonds and subsequent refinancing.   

Inventories and Stored Natural Gas

Inventories, consisting primarily of materials and supplies inventory, and stored natural gas are valued at   
cost using the average cost method.
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1. Summary of Significant Accounting Policies (continued)

Restricted Funds and Related Reserves    

Certain MLGW assets are restricted for specific purposes.  Legal and contractual agreements restrict 
amounts for debt service, refund of customer deposits, futures margin requirements, and capital 
improvements while Board of Commissioners enacted provisions restrict funds for self-insurance and 
additional  capital  improvements.  Restricted funds are first used for expenses when available, with the 
exception of the insurance reserve fund for casualties, which is used at the discretion of management 
depending on the severity of the catastrophe and the availability of funds. 

The Electric and Gas Divisions maintain a cash margin account with its futures clearing member.  The 
clearing member requires that a minimum cash margin be maintained based on the value of the Division’s 
outstanding derivative positions.  The minimum cash margin requirements are considered restricted and 
are reflected in restricted assets in the accompanying Statements of Net Position.  The amounts of cash in 
excess of the minimum cash margin requirement are included in cash and cash equivalents.   

Construction funds are generally maintained for the purpose of paying for certain repairs and capital 
additions and improvements.  The respective bond resolutions of the Electric, Gas and Water Divisions 
allow for funding for future construction.   

The insurance reserves for injuries and damages are maintained for estimated liabilities incurred and risks 
assumed on claims for injuries and damages.  The insurance reserves for casualties are maintained at 
discretionary amounts to partially cover losses of a catastrophic nature which are not ordinarily insurable 
or which are not insurable on an economical basis.   

Medical benefit reserves are maintained for MLGW’s medical insurance program, which serves 
employees and retirees.  The medical benefit reserves represent the estimated costs incurred but not yet 
paid in providing medical benefits to employees and retirees which are not insured by third party 
providers. 

Since MLGW is self-insured for insurance and medical benefit costs, the Board of Commissioners has 
authorized the restriction of assets equal to the computed reserves.

Customer deposit funds are maintained for the future repayment of deposits collected from customers 
without adequate credit history, in accordance with MLGW’s policy and the respective customer service 
agreement.

Bond reserve and debt service funds are restricted under the terms of the respective bond indentures to 
pay current bond principal and interest as these obligations become due.

Customer Deposits  

Customers that do not have adequate credit history are required to make utility deposits before services 
are provided.  Deposits are refunded or applied toward a customer’s bill after a 24-month good pay status.   
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1. Summary of Significant Accounting Policies (continued)

Customer Deposits (continued)

Deposits are allocated to the Electric, Gas and Water Divisions based upon each division’s percentage of 
total sales revenue of the previous year-end. 

Utility Plant 

The costs of additions and replacements of units of property are capitalized.  Costs include contracted 
work, direct labor and materials, allocable overhead and where applicable, allowances for borrowed funds 
used during construction.  Donated assets are valued at fair market value at the time of donation.  Costs 
are reduced by contributions in aid of construction.  Upon retirement of property units, the original cost, 
plus removal cost, minus salvage is charged to either accumulated depreciation or accumulated 
amortization.  The units of property adopted are related to those suggested by FERC for the Electric and 
Gas Divisions and NARUC for the Water Division, which allow for the reduction of plant cost recovered 
through contributions in aid of construction as opposed to recovery of costs through future regulatory 
rates.

An allowance for borrowed funds used during construction is computed at actual interest rates to the 
extent that major projects are financed by long-term debt.  In 2016, interest of $279 was capitalized for 
the Electric Division and $48 for the Water Division.  In 2015, interest of $226 was capitalized for the 
Electric Division and $4 for the Water Division. Interest on other debt is not capitalized, as it is recovered 
through current revenues.  The amount of interest cost incurred and charged to electric expense in 2016 
and 2015 totaled $2,709 and $2,367, respectively.  The amount of interest cost incurred and charged to 
gas expense in 2016 and 2015 totaled $379 and $-0-, respectively.  The amount of interest cost incurred 
and charged to water expense in 2016 and 2015 totaled $691 and $457, respectively.  

Depreciation and amortization are computed using the straight-line method based on estimated service 
lives of various classes of property at rates equivalent to annual composite rates of approximately 2.9% 
for the electric division, 2.4% for the gas division and 2.0% for the water division.  Computations of the 
estimated service lives are the result of various depreciation studies and comparisons with industry 
standards.

For assets owned by one division, but jointly used by more than one division, the other divisions share the 
costs by paying rent to the owning division to cover depreciation, interest, in lieu of taxes, and transfers.

Futures, Options and Swap Contracts 

The Gas Division enters into futures contracts, swaps, and options on futures contracts as cash flow 
hedges to manage the risk of volatility in the market price of natural gas on anticipated purchase 
transactions.  The Electric Division enters into futures contracts, swaps, and options on futures contracts 
as cash flow hedges to manage the risk of volatility in the market price of unleaded gasoline and diesel 
fuel on anticipated purchase transactions.  The market values of the open derivative positions are reported 
on the Statement of Net Position as derivative financial instruments.  The changes in fair market value are 
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1. Summary of Significant Accounting Policies (continued)

Futures, Options and Swap Contracts (continued)

recognized as deferred inflows (gains) or deferred outflows (losses) until the related gas purchases are 
recognized in the Statement of Revenues, Expenses and Changes in Net Position. 

Bond Premiums, Discounts and Issuance Costs 

Bond premiums and discounts, as well as issuance costs, are deferred and amortized using the interest 
method over the lives of the applicable bond issues.  Long-term debt is reported net of the applicable bond  
premium or discount.  Unamortized bond issuance costs are accounted for as a regulatory asset.  As such, 
bond issue costs are capitalized and amortized over the term of the related debt.

Net Position

Net position is classified into three components – net investment in capital assets, restricted, and 
unrestricted.  These classifications are defined as follows:

�� Net investment in capital assets – This component of net position consists of capital assets, net of 
accumulated depreciation, reduced by the outstanding balances of bonds, mortgages, notes, or 
other borrowings that are attributable to the acquisition, construction, or improvement of those 
assets.  If there are significant unspent related debt proceeds at year-end, the portion of the debt 
attributable to the unspent proceeds is not included in the calculation of net investment in capital 
assets.  Rather, that portion of the debt is included in the same net position component as the 
unspent proceeds. 

�� Restricted net position – This component of net position consists of restricted assets reduced by 
liabilities and deferred inflows of resources related to those assets.   

�� Unrestricted net position – This component of net position is the net amount of the assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources that are not included in the 
determination of net investment in capital assets or the restricted component of net position. 

Revenues and Expenses

Revenues are recognized when earned which generally occurs when electricity, gas, or water is delivered 
to the customer.  Customer meters are read and bills are rendered monthly.  MLGW records an estimate 
for unbilled revenues earned from the dates its customers were last billed to the end of each month.

MLGW distinguishes between operating and non-operating revenues and expenses.  Operating revenues 
and expenses generally result from providing services and producing and delivering goods in connection 
with an enterprise fund’s principal operations.  The principal operating revenues of MLGW consist of 
electric, gas and water sales and related activities.  Non-operating revenues consist of transmission 
credits,  the  non-power  cost  portion  of  the  prepaid  electricity  discount,  investment  income and other 
ancillary activities.  Transmission credits are fees paid by the Tennessee Valley Authority for its use of 
the Electric Division’s transmission facilities in supplying power to MLGW.
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1. Summary of Significant Accounting Policies (continued)

Revenues and Expenses (continued)

Operating expenses include the cost of purchased power and gas, water production costs, operation and 
maintenance expenses, depreciation on capital assets and payments in lieu of taxes.  Expenses not meeting 
this definition are reported as non-operating expenses. 

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pensions, and pension expense, information about the fiduciary net position of the 
Memphis Light, Gas and Water Retirement and Pension System (the “MLGW Pension Plan”) and 
additions to and deductions from the MLGW Pension Plan’s fiduciary net position have been determined 
on the same basis as they are reported by the MLGW Pension Plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  Investments are reported at fair value.

Related Parties

MLGW conducts business with related parties as “arm’s length” transactions. Generally, MLGW 
provides utility and related services to and receives payments from these parties in the same manner as 
other non-related customers. Major related party entities include the City of Memphis government.  For 
the years ending 2016 and 2015, receivables from related parties for utility construction, pole rentals and 
utility related services excluding utility bills were $2,219 and $2,040, respectively.  

As of December 31, 2016, the only free service provided to the City is water for fire fighting.  Free water 
service provided to the City for public purposes is estimated to be $48 for 2016 and $46 for 2015. 

The Electric, Gas and Water Divisions make transfers to the City.  See Note 14 (Transfers to City).

Use of Estimates

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

Events occurring after reporting date

Management has evaluated events and transactions that have occurred between December 31, 2016 and 
June 7, 2017, which is the date that the financial statements were available to be issued, for possible 
recognition or disclosure in the financial statements.

Reclassifications

Certain amounts in the 2015 financial statements have been reclassified to conform to the 2016 
presentation.

Recent Accounting Standards  

Effective for fiscal year 2016, MLGW adopted the provisions of GASB Statement No. 72, Fair Value 
Measurement and Application.  The objective of this statement is to clarify the definition of fair value for 
financial reporting purposes, establish principles for measuring fair value, providing additional fair value 
application guidance for certain investments and enhancing disclosures about fair value measurements.

Effective for fiscal year 2016, MLGW adopted the provisions of GASB Statement No. 73, Accounting 
and Financial Reporting for Pensions and Related Assets that are not Within the Scope of GASB 
Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68. The objective of 
this statement is to improve the decision-useful information about pensions and related assets in the 
accounting and financial reporting by state and local governments by establishing requirements for the 
defined benefit and defined contribution pensions that are not within the scope of Statement No. 68, 
Accounting and Financial Reporting for Pensions.  This standard also clarifies note disclosures and 
required supplementary information. 

In June 2015, GASB issued Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other than Pension Plans.  The objective of this statement replaces Statement No. 43, Financial 
Reporting for Postemployment Benefit Plans Other Than Pension Plans and Statement No. 50, Pension 
Disclosures that established uniform financial reporting standards for OPEB plans. This statement 
establishes new accounting and financial reporting requirements for state and local governments with 
OPEB plans. The provisions of this statement are effective for OPEB plan financial statements for periods 
beginning after June 15, 2016.  MLGW 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.

In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting For Postemployment 
Benefits Other Than Pensions. This statement replaces Statement No. 45, Accounting and Financial 
Reporting by Employers for Postemployment Benefits Other Than Pensions that compared the cost of 
OPEB with the period in which service was rendered. This statement establishes more extensive note 
disclosures  and required supplementary  information for accounting and financial reporting requirements 
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1. Summary of Significant Accounting Policies (continued) 

Recent Accounting Standards (continued)

for state and local governments with OPEB plans. The provisions of this statement are effective for 
financial statements for periods beginning after June 15, 2017. MLGW 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.

Effective for fiscal year 2016, MLGW adopted the provisions of GASB Statement No. 76, The Hierarchy 
of Generally Accepted Accounting Principles For State And Local Governments. This statement 
supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State and 
Local Governments.  GAAP hierarchy is reduced to two categories of authoritative GAAP and addresses 
the use of authoritative and non-authoritative literature for transactions.  The adoption of this standard had 
no effect on MLGW.

In March 2016, GASB issued Statement No. 82, Pension Issues-An Amendment of GASB Statements No. 
67, No. 68, and No. 73.  This Statement addresses issues regarding (1) the presentation of payroll-related 
measures in required supplementary information, (2) the selection of assumptions and the treatment of 
deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) 
the classification of payments made by employers to satisfy employee (plan member) contribution 
requirements.  The provisions of the statement are effective for financial statements for periods beginning 
after June 15, 2016, except for the requirements of this Statement for the selection of assumptions in a 
circumstance in which an employer’s pension liability is measured as of a date other than the employer’s 
most recent fiscal year-end.  In that circumstance, the provisions of the statement are effective for 
financial statements for periods beginning after June 15, 2017.  MLGW elected to implement this 
standard effective for fiscal year 2016.  

In November 2016, GASB issued Statement No. 83, Certain Asset Retirement Obligations.  This 
Statement defines asset retirement obligations (AROs) as a legally enforceable liability associated with 
the retirement of a tangible capital asset and requires a government that has legal obligations to perform 
future asset retirement activities related to its tangible capital assets should recognize a liability based on 
the guidance in this Statement.  The provisions of the statement are effective for financial statements for 
periods beginning after June 15, 2018.  MLGW 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.

2.  Deposits and Investments

The MLGW Statement of Investment Policy has been adopted and approved by the MLGW Board of 
Commissioners.  This policy sets forth the investment and operational policies for the management of the
public funds of MLGW.  The Board of Commissioners has the power to invest MLGW funds in 
accordance with the prudent investor rule. The Board members exercise authority and control over 
MLGW’s investment portfolio by setting policies which MLGW’s investment staff executes either 
internally, or through the use of external prudent experts. 
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2.  Deposits and Investments (continued)

Custodial Credit Risk

Deposits 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, MLGW will not be able to recover its deposits or will not be able to recover collateral 
securities that are in possession of an outside party.  Deposits are exposed to custodial credit risk if they 
are not covered by depository insurance and are uncollateralized, collateralized with securities held by the 
pledging financial institution, or collateralized with securities held by the pledging financial institution’s 
trust department or agent but not in the depository-government’s name.

MLGW deposits consist of bank deposits.  The bank deposits are insured up to $250 by the Federal 
Deposit Insurance Corporation (“FDIC”) and the remainder is covered by the State of Tennessee 
Collateral Pool; certificates of deposit must be placed directly with depository institutions.   

The depository bank shall provide collateral for MLGW deposits in accordance with requirements for 
public funds deposits in Tennessee.  The market value of the pledged securities in the collateral pool must 
equal at least 105% of the value of the deposit secured, less the amount protected by federal deposit 
insurance.  As of December 31, 2016, MLGW deposits with financial institutions were $104,320.  All 
bank deposits were maintained in collateralized accounts or covered by federal depository insurance and 
were not exposed to custodial credit risk

Investments 

The investment policy governs the overall administration and investment management of the funds held 
in the MLGW investment portfolio.  MLGW is authorized by the Board of Commissioners to invest in the 
following investments as authorized by state law and as it deems proper:  U.S. Treasuries; U.S. 
government obligations; repurchase agreements; commercial paper with specified ratings; bankers’ 
acceptances with specified ratings; bank deposits; certificates of deposit; state pool; and proceeds of 
bonds, notes and other obligations issued by MLGW. 

MLGW is prohibited from investing in the following securities:  purchases on margin or short sales; 
investments in reverse repurchase agreements; collateralized mortgage obligations; and “exotic” 
derivatives such as range notes, dual index notes, inverse floating  rate  notes  and  deleveraged  notes, or 
notes  linked to  lagging  indices  or to  long-term  indices.
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2.  Deposits and Investments (continued)

Investments (continued)

The following table presents the investments and maturities of MLGW’s investment portfolio as of 
December 31, 2016: 

Fair Maturities Maturities Maturities
Investment Type Value < 1 year 1 to 4 years > 4 years
U.S. Treasuries 132,189$ 60,799$      71,390$ -$
Federal Agency (Fixed Rate) 63,540 23,530        40,010 -
Federal Agency (Callable) 3,247 ¹ -                 3,247 2 -
Certificates of Deposit 5,006 5,006          - -
Commercial Paper (Rated AA or higher) 134,191 134,191      - -
Total Investments 338,173$ 223,526$    114,647$ -$

1   $2,086 of the Federal Agency is guaranteed by the Federal Home Loan Bank
     $1,161 of these bonds are guaranteed by the Export-Import Bank of the United States
2   $2,086 of the Federal Agency matures in 2018; Callable quarterly until maturity
     $   747 of these bonds mature in 2019; Callable semi-annually until maturity
     $   414 of these bonds mature in 2018; Callable quarterly until maturity

Remaining Maturities (in Years)

Custodial credit risk for investments is the risk that, in the event of failure of the counterparty to a 
transaction, MLGW will not be able to recover the value of its investment or collateral securities that are 
in the possession of another party.  Investment securities are exposed to custodial credit risk if the 
securities are uninsured, are not registered in the name of the government, and are held by either the 
counterparty, or the counterparty’s trust department or agent but not in the name of MLGW.  Investments 
in  external  investment  pools  and  in  money market  funds  are  not  exposed  to custodial credit risks 
because their existence is not evidenced by securities that exist in physical or book entry form.  To limit 
its exposure, MLGW’s investment policy requires that all securities purchased by MLGW shall be held in 
safekeeping by a third-party custodial bank or financial institution.  None of MLGW’s investments at 
December 31, 2016 were exposed to custodial credit risk.  

Interest Rate Risk    

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment in debt securities.  Generally, the longer the maturity of an investment the greater the 
sensitivity of its fair value to changes in market interest rates.   MLGW’s investment policy does not limit
investment maturities as a means of managing its exposure to fair value losses arising from increasing 
interest rates.  However, the investment policy states no investment will have a maturity of greater than 
four years from date of purchase.   As of December 31, 2016,  MLGW  had  purchased no investments in  
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2.  Deposits and Investments (continued)

Interest Rate Risk (continued)

debt securities that were outside of the policy.  MLGW uses the segmented time distribution method of 
disclosure, as shown above, to identify this risk.   

Some investments can be highly sensitive to changes in interest rates due to their terms or characteristics.  
In MLGW’s investment portfolio, asset-backed and government mortgage-backed securities are most 
sensitive to changes in interest rates as their repayments can vary significantly with interest rate changes.  
These securities represent 7.2% of the total investment portfolio with a fair market value of $24,486 at 
year-end 2016.

Credit Risk

Credit risk is the risk that an issuer of a debt security will not fulfill its obligation.  This credit risk is 
measured by the credit quality of investments in debt securities as described by nationally recognized 
statistical rating organizations.  Investments in obligations of the U.S. Government or obligations 
explicitly guaranteed by the U.S. Government are not considered to have credit risk.  MLGW debt 
securities that were subject to credit risk were $139,197, or 41.2% of total investments.  The debt 
securities mentioned above have a remaining maturity of one year or less.
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2.  Deposits and Investments (continued)

Credit Risk (continued)

MLGW’s ratings and policy limits as of December 31, 2016 are as follows: 

Investment Type Fair Value S&P Rating Moody's Rating
Commercial Paper 27,979$     AAA Aaa
Commercial Paper 36,277 AA+ Aaa
Commercial Paper 4,496 AA+ Aa1
Commercial Paper 3,498 AA+ Aa2
Commercial Paper 21,086 AA Aa2
Commercial Paper 34,549 AA- Aa3
Commercial Paper 6,306 AA- Aa2
Certificates of Deposit 5,006 NR NR

Total credit risk
debt securities 139,197

U.S. Treasuries 132,189 AA+u Aaa
Federal Agency (Fixed Rate) 25,464 AA+u Aaa
Federal Agency (Fixed Rate) 38,076 AA+ Aaa
Federal Agency (Callable) 2,086 � AA+ Aaa
Federal Agency (Callable) 1,161 8 AA+u Aaa

U.S. Government and Agencies 198,976

Total debt securities
investments 338,173$   

NR Not Rated

Non-Rating Description

1 Government/Agency Money Market Fund primarily consists of U.S. government/agencies securities.
2 These bonds are guaranteed by the Export-Import Bank of the United States
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2.  Deposits and Investments (continued) 

Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in 
a single issuer.  Investments in any one issuer that represent five percent or more of total investments 
must be disclosed by amount and issuer.  Investments issued or explicitly guaranteed by the U.S. 
government and investments in bank deposits, external investment pools, and other pooled investments 
are excluded from this requirement.

In accordance with the investment policy, no more than 10% of MLGW’s portfolio will be invested in the 
securities of any single issuer with the following exceptions:  U.S. Government Obligations up to 100% 
of the portfolio book value for any single issuer at the date of acquisition.  In addition, MLGW’s 
investment policy seeks to diversify its portfolio by limiting the percentage of the portfolio that may be 
invested in any one type of instrument as follows:

U.S. Treasuries 100% maximum
Federal Agency (Fixed Rate) 100% maximum
Federal Agency (Callable) 50% maximum
Repurchase Agreements 50% maximum
Commercial Paper (Rated AA or higher) 90% maximum
Banker's Acceptance (Rated AA or higher) 60% maximum
Certificates of Deposit 20% maximum
Municipal Obligations 20% maximum
Tennessee LGIP 40% maximum

In accordance with GASB Statement No. 40, governments should provide information about investments 
in any one issuer that represents 5 percent or more of total investments. As of December 31, 2016, the 
investments in any one issuer of commercial paper that represents 5% or more of MLGW’s investments 
are as follows:

Reported Percentage
Issuer Amount of Portfolio

Microsoft Corporation 17,984$ 5.32%
National Securities Clearing Corporation 21,288 6.29%
Toyota Motor Credit Corporation 26,553 7.85%
Total 65,825$
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2.  Deposits and Investments (continued)

Restricted and Unrestricted Funds

Restricted funds, cash and cash equivalents, and investments consisted of the following as of December 
31, 2016 and 2015: 

2016 2015 2016 2015 2016 2015
Restricted fund:

Cash and cash equivalents 56,907$ 55,439$ 20,866$ 17,486$ 10,044$ 10,228$ 
Investments 11,016 8,922 28,395 4,636 19,712 3,758

Total restricted funds 67,923$ 64,361$ 49,261$ 22,122$ 29,756$ 13,986$ 

2016 2015 2016 2015 2016 2015
Unrestricted fund:

Cash and cash equivalents 113,349$ 160,465$ 40,607$ 65,814$ 12,233$ 13,613$ 
Investments 92,361 95,299 31,115 37,458 9,975 8,083

Total unrestricted funds 205,710$ 255,764$ 71,722$ 103,272$ 22,208$ 21,696$ 

Electric Division Gas Division Water Division

Electric Division Gas Division Water Division

3. Notes Receivables

In 2002, MLGW and the Valero Refining Group (“Valero”) entered into an agreement, whereby MLGW 
provided for the construction of two pipelines (14” and 20”) and leased them to Valero for the purpose of 
transporting crude oil and refinery products. The lease provided for monthly payments of principal and 
interest and had an initial term of 15 years, which ended October 31, 2016 and July 31, 2016, for the 14” 
Pipeline and the 20” Pipeline, respectively.

In November 2016, MLGW and the Valero Refining Group (‘Valero”) executed the secondary agreement 
of the expired 15 year initial term lease agreement, whereby Valero will continue to provide monthly 
payments under a secondary term of 30 years, ending October 31, 2046 for the 14” Pipeline and July 31,
2046 for the 20” Pipeline, subject to any early termination pursuant to the terms of the Pipeline 
Agreements.

Scheduled lease payments for January – June 2017 total $375. Effective July 1, 2017 and each July 1 
thereafter throughout the Secondary Term, the monthly fee applicable for the previous year for the 20” 
Pipeline and 14” Pipeline, respectively, shall be adjusted based on the Producer Price Index for Finished 
Goods (“PPI-FG”) formula per the contract.
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3. Notes Receivables (continued)

The Valero lease receivable is included in Notes Receivables in the accompanying 2016 Gas Division’s 
Statements of Net Position, except for the current portion of $750, which is included in other current 
assets.

4. Utility Plant

Utility plant activity for the years ended December 31, 2016 and 2015 is as follows:

 Beginning Ending  
 Balance Increases Decreases Balance

Year ended December 31, 2016
Electric Division
Capital assets not being depreciated:
     Land 38,390$ 13$ -$ 38,403$
     Land - Non-utility 15,345 - - 15,345
     Construction in progress 91,430 94,226 (83,211) 102,445
Total capital assets not being depreciated 145,165 94,239 (83,211) 156,193

Capital assets being depreciated or amortized:
     Structures and improvements 62,206 744 (10) 62,940
     Transmission and distribution plant equipment 1,377,852 58,222 (16,767) 1,419,307
     General plant equipment 159,677 20,990 (750) 179,917
     Intangibles: Software 8,790 3,242 - 12,032
Total capital assets being depreciated or amortized 1,608,525 83,198 (17,527) 1,674,196
Less accumulated depreciation and amortization (711,937) (60,623) 21,634 (750,926)
Total capital assets being depreciated or amortized, net 896,588 22,575 4,107 923,270
Total capital assets, net 1,041,753$ 116,814$ (79,104)$ 1,079,463$ 
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4. Utility Plant (continued)

 Beginning Ending  
Year ended December 31, 2016  Balance Increases Decreases Balance
Gas Division
Capital assets not being depreciated:
     Land 7,533$ -$ (220)$ 7,313$
     Land - Non-utility - - - -
     Construction in progress 61,184 43,032 (33,013) 71,203
     Plant held for future use 212 - - 212
Total capital assets not being depreciated 68,929 43,032 (33,233) 78,728

Capital assets being depreciated or amortized:
     Structures and improvements 65,175 3,078 (126) 68,127
     Processing and distribution plant equipment 452,195 26,286 (7,039) 471,442
     General plant equipment 72,826 3,649 (257) 76,218
     Intangibles: Software - - - -
     Non-utility plant equipment 200 - - 200
Total capital assets being depreciated or amortized 590,396 33,013 (7,422) 615,987
Less accumulated depreciation and amortization (295,584) (23,040) 7,539 (311,085)
Total capital assets being depreciated or amortized, net 294,812 9,973 117 304,902
Total capital assets, net 363,741$ 53,005$ (33,116)$ 383,630$

 Beginning Ending  
 Balance Increases Decreases Balance

Year ended December 31, 2016
Water Division
Capital assets not being depreciated:
     Land 2,339$ 33$ -$ 2,372$
     Construction in progress 14,289 31,045 (23,032) 22,302
Total capital assets not being depreciated 16,628 31,078 (23,032) 24,674

Capital assets being depreciated or amortized:
     Structures and improvements 50,325 494 - 50,819
     Pumping, transmission and distribution plant equipment 357,979 21,685 (3,092) 376,572
     General plant equipment 38,871 820 (12) 39,679
     Intangibles: Software 2,177 - - 2,177
Total capital assets being depreciated or amortized 449,352 22,999 (3,104) 469,247
Less accumulated depreciation and amortization (191,624) (10,786) 3,773 (198,637)
Less acquisition adjustment (3,368) 964 - (2,404)
Total capital assets being depreciated or amortized, net 254,360 13,177 669 268,206
Total capital assets, net 270,988$ 44,255$ (22,363)$ 292,880$
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4. Utility Plant (continued)

 Beginning Ending  
Year ended December 31, 2015  Balance Increases Decreases Balance
Electric Division
Capital assets not being depreciated:
     Land 38,392$ (2)$ -$ 38,390$
     Land - Non-utility 15,345 - - 15,345
     Construction in progress 73,423 70,702 (52,695) 91,430
Total capital assets not being depreciated 127,160 70,700 (52,695) 145,165

Capital assets being depreciated or amortized:
     Structures and improvements 61,534 903 (231) 62,206
     Transmission and distribution plant equipment 1,346,750 38,928 (7,826) 1,377,852
     General plant equipment 162,089 12,605 (15,017) 159,677
     Intangibles: Software - 8,790 - 8,790
Total capital assets being depreciated or amortized 1,570,373 61,226 (23,074) 1,608,525
Less accumulated depreciation and amortization (678,605) (52,432) 19,100 (711,937)
Total capital assets being depreciated or amortized, net 891,768 8,794 (3,974) 896,588
Total capital assets, net 1,018,928$ 79,494$ (56,669)$ 1,041,753$

Beginning Ending  
Year ended December 31, 2015  Balance Increases Decreases Balance
Gas Division
Capital assets not being depreciated:
     Land 7,545$ (12)$ -$ 7,533$
     Land - Non-utility 66 - (66) -
     Construction in progress 49,964 29,347 (18,127) 61,184
     Plant held for future use 212 - - 212
Total capital assets not being depreciated 57,787 29,335 (18,193) 68,929

Capital assets being depreciated or amortized:
     Structures and improvements 61,472 4,749 (1,046) 65,175
     Processing and distribution plant equipment 445,177 7,571 (553) 452,195
     General plant equipment 72,451 6,865 (6,490) 72,826
     Intangibles: Software - - - -
     Non-utility plant equipment 200 - - 200
Total capital assets being depreciated or amortized 579,300 19,185 (8,089) 590,396
Less accumulated depreciation and amortization (286,352) (16,723) 7,491 (295,584)
Total capital assets being depreciated or amortized, net 292,948 2,462 (598) 294,812
Total capital assets, net 350,735$ 31,797$ (18,791)$ 363,741$
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4. Utility Plant (continued)

Beginning Ending  
Year ended December 31, 2015  Balance Increases Decreases Balance
Water Division
Capital assets not being depreciated:
     Land 2,332$ 7$ -$ 2,339$
     Construction in progress 10,333 11,618 (7,662) 14,289
Total capital assets not being depreciated 12,665 11,625 (7,662) 16,628

Capital assets being depreciated or amortized:
     Structures and improvements 49,836 489 - 50,325
     Pumping, transmission and distribution plant equipment 352,030 6,524 (575) 357,979
     General plant equipment 42,397 642 (4,168) 38,871
     Intangibles: Software - 2,177 - 2,177
Total capital assets being depreciated or amortized 444,263 9,832 (4,743) 449,352
Less accumulated depreciation and amortization (186,004) (8,765) 3,145 (191,624)
Less acquisition adjustment (4,332) 964 - (3,368)
Total capital assets being depreciated or amortized, net 253,927 2,031 (1,598) 254,360
Total capital assets, net 266,592$ 13,656$ (9,260)$ 270,988$

Total net capital asset changes include additions to construction in progress, transfers to or from other 
accounts, depreciation and amortization and the effects of sales, retirements, and contribution in aid of 
construction. 

MLGW's planned construction program expenditures for 2017 are estimated as follows (unaudited):

Electric Division       $ 125,555 
Gas Division                        52,821 
Water Division            48,754 

In June 1999, the Water Division purchased the Shelby County Water Distribution System and related 
assets from Shelby County, Tennessee. The difference between the purchase price and the net book value 
of the assets acquired (the "acquisition adjustment") is being amortized over twenty years by the Water 
Division. 

5. Futures, Options and Swap Contracts 

MLGW uses a range of derivative instruments to hedge commodity risk including futures, options, and 
swap contracts.  The purchase and sale of futures contracts and swap contracts involve highly leveraged 
and rapidly fluctuating markets that can lead to significant losses for market participants.  As such, market 
participants are required to maintain margin deposits with a Futures Commission Merchant (FCM) in 
order to trade in the commodity futures  market.   These  margin  deposits  are required  by the FCM as a  
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5. Futures, Options and Swap Contracts (continued)

condition of its contract to provide execution, clearing and bookkeeping services relative to the purchase 
and sale of commodity futures. 

The FCM is not subject to state laws which govern financial institutions serving as depositories for 
municipal funds, but instead is governed by rules and regulations promulgated by the Federal Commodity 
Futures Trading Commission.  The Commodity Exchange Act requires the FCM to segregate all customer 
transactions and assets from the FCM’s proprietary activities.

Futures contracts and swap contracts are marked-to-market daily and valued at closing market prices on 
the valuation date.  The fluctuations in the value of the futures contracts are recorded for financial 
statement purposes as deferred gains or losses.

MLGW’s derivative instruments could be potentially exposed to concentrations of counterparty credit.  
MLGW’s derivatives transactions are conducted directly or indirectly with the New York Mercantile 
Exchange (“NYMEX”).  By clearing all trades through NYMEX, MLGW’s exposure to counterparty 
credit risk for such transactions are largely minimized.

Gas Division:

The Gas Division enters into futures contracts, swaps, and options on futures contracts as cash flow 
hedges to manage the risk of volatility in the market price of natural gas on anticipated purchase 
transactions.  The market values of the open derivative positions are reported on the Statements of Net 
Position as derivative financial instruments. MLGW maintained a margin deposit balance of $2,423 and 
$2,948 with its FCM at December 31, 2016 and 2015, respectively. 

The schedule below shows the market values and notional amounts of the open futures, swaps, and 
options on futures contracts as of December 31, 2016 and 2015. 

Type Market Notional Market Notional
Value Amount Value Amount

Futures $           - $           - (617)$      2,989$     
Swaps              -              -              -              -
Options 9             29,280                   -              -

Total 9$           29,280$    (617)$      2,989$     

December 31, 2016 December 31, 2015
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5. Futures, Options and Swap Contracts (continued)

The schedule below reflects the deferred gains (losses) at year end associated with recording open 
derivative positions.

December 31, 2016 December 31, 2015
Type Deferred Gains (Losses) Deferred Gains (Losses)

Futures $  - ($617)
Swaps     -     -
Options     9     -

Total $  9 ($617)

Deferred costs at year end associated with gains (losses) on closed derivative positions are shown below.

December 31, 2016 December 31, 2015
Type Deferred Gains (Losses) Deferred Gains (Losses)

Futures $  - ($983)
Swaps     -     -
Options (539)     -

Total ($539) ($983)

The deferred gains (losses) at year end for the open derivative positions are reported on the Statement of 
Net Position as deferred inflows of resources and deferred outflows of resources, respectively. The 
deferred gains and losses derived from closed derivative positions are reported as other current assets and 
liabilities, respectively.

Electric Division:

The Electric Division enters into swap contracts to manage the risk of volatility in the market price of 
unleaded and diesel fuel on anticipated purchase transactions. The balance in MLGW’s FCM fuel margin 
at December 31, 2016 and 2015 was ($278) and ($236), respectively.

Swap contracts as of December 31, 2016 and 2015 are reported at market values of $0 and ($40), 
respectively.  The market values of these derivative positions are reported on the Statement of Net 
Position as derivative financial instruments. The notional amounts of the open swaps at December 31, 
2016 and 2015 were $0 and $90, respectively.
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6.  Deferred Compensation Plan

MLGW offers its employees a deferred compensation plan under Internal Revenue Code Section 457.  
The plan, available to all full-time MLGW employees, permits them to defer a portion of their salaries 
until future years.  The deferred compensation is not available to employees until termination, retirement,
death, or unforeseeable emergency. 

The plan provides that assets or income of the plan shall be used for the exclusive purpose of providing 
benefits for participants and their beneficiaries or defraying reasonable expenses of administration of the 
plan. Since the assets of the amended plan are held in custodial and annuity accounts for the exclusive 
benefit of plan participants, the related assets of the plan are not reflected in MLGW’s Statements of Net 
Position. 

7. Employee Retirement System

Plan Description

Memphis Light, Gas and Water Retirement and Pension System (the “MLGW Pension Plan”) is a single-
employer defined benefit pension plan administered by the MLGW Pension Board.  The plan covers 
permanent, full-time employees and appointed commissioners who opt to participate.  MLGW issues a 
separate audited financial report for the MLGW Pension Plan that includes financial statements and 
required supplementary information.  That report may be obtained by writing to Manager, Risk 
Management, P. O. Box 430, Memphis, TN  38101. 

Benefits Provided

The MLGW Pension Plan provides death and disability benefits as well as retirement benefits.  MLGW 
Pension Plan members hired prior to January 1, 2014 who attain the age of fifty-five and retire on or after 
ten years of creditable service, or attain the age of seventy and retire on or after five years of creditable 
service, or attain twenty-five years of creditable service regardless of age are entitled to an annual 
retirement allowance computed by multiplying the applicable percentage for the age of retirement times 
the number of years of creditable service, which equals the benefit percentage, times the final average 
compensation. 

MLGW Pension Plan members hired on or after January 1, 2014 who attain the age of sixty and retire on 
or after ten years of creditable service, or attain the age of seventy and retire on or after five years of 
creditable service, or attain the age of 55 with twenty-five years of creditable service are entitled to an 
annual retirement allowance computed by multiplying the applicable percentage for the age of retirement 
times the number of years of creditable service, which equals the benefit percentage, times the final 
average compensation.
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7. Employee Retirement System (continued)

Effective January 1, 2001, the following table is the applicable benefit percentage for each year of 
creditable service at the applicable retirement age under the MLGW Pension Plan:

59 1/2 and less
60
61
62 and older

Benefit Percentage
For Each Year of 
Creditable ServiceRetirement Age

2.25%
2.30%
2.40%
2.50%

Final average compensation is the member’s basic earnings (which includes member contributions 
pursuant to Section 414(h) and Section 457 of the Internal Revenue Code (the “Code”) for the three 
consecutive years of creditable service if less than 30 years, two consecutive years if more than 30 years 
and one year if 35 or more years of creditable service during which the compensation was the highest) 
plus work out of classification pay, shift differential pay, and automobile allowance for such employees 
designated by Resolution of the Board of Commissioners. 

The annual retirement allowance shall not exceed 85.0% of the member’s final average compensation.  
The 2016 minimum monthly retirement benefit for all members is the greater of $50 per month per year 
of service or $500. 

Cost of Living Adjustments

As of July 1 of each plan year, each retired participant who (1) has attained age 56 on such date and (2) 
has been terminated from the employment of the Division for at least one year, shall be entitled to an 
increase in the amount of his monthly benefit under the MLGW Pension Plan equal to the cost of living 
adjustment. 

A surviving spouse receiving death benefits shall be entitled to a cost of living adjustment if the surviving 
spouse has attained age 56 and the deceased participant has separated from service at least one year prior 
to July 1. 

The cost of living adjustment shall be equal to the product of the monthly benefit payable to the 
participant or the surviving spouse under the MLGW Pension Plan for the immediately preceding plan 
year multiplied by the applicable percentage increase in the Consumer Price Index (CPI) for the 
immediately preceding calendar year.
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7. Employee Retirement System (continued)

The applicable percentage increase shall be determined based on the age of the participant or surviving 
spouse as of the first day of July of the plan year in which the adjustment is made as follows:

56-58

59-61

62 and older, and all
Disabled Participants

75%

Percentage of
Age CPI Increase

30%

60%

The cost of living adjustment for any retired participant or surviving spouse in any plan year shall not 
exceed 5% of the retired participant’s or surviving spouse’s benefit under the MLGW Pension Plan for the 
immediately preceding plan year.  Under no circumstances shall the cost of living adjustment result in a 
decrease in the benefit of a retired participant or surviving spouse. 

Employees Covered

Plan membership consisted of the following participants as of December 31, 2015 and 2014:

2015 2014
Retirees and beneficiaries receiving benefits 2,617      2,597      

Participants inactive during year ended
   December 31 with vested rights 44           45           

Active members fully vested 1,116      1,112      

Active members not vested 1,427     1,414      
Total 5,204      5,168      

Contributions

The contribution requirements of pension plan members and MLGW are established and may be amended 
and approved by the MLGW Pension Board, the MLGW Board of Commissioners and the Memphis City 
Council.  Pension plan members are required to contribute 8% of their annual covered salary.  Under 
Article III, Section 3.2 of the pension plan, MLGW shall contribute to the pension fund such amounts as 
from time  to  time are estimated by  the  actuary.   MLGW also  funds  the 8% pension plan member’s  
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7. Employee Retirement System (continued)

Contributions (continued)

contributions on behalf of the president and vice presidents.  For 2015, MLGW contributed 13.32% of the 
annual covered payroll.  Employer contributions recognized by the MLGW Pension Plan during 2016 
totaled $21,390. 

Net Pension Liability

MLGW’s net pension liability was measured as of December 31, 2015 and the total pension liability used 
to calculate the net pension liability was determined by an actuarial valuation as of January 1, 2016. 

Actuarial Assumptions

The actuarial assumptions used in the valuation as of December 31, 2015 are based on the results of an 
experience study for the period January 1, 2009 to December 31, 2013. 

Inflation 2.75%

Salary increases Inflation plus merit increases that vary by age and service, ranging
from 0.00% to 6.75%

Investment rate of return 7.50% including inflation, net of investment expenses

Cost-of-living 0.83% for ages 56-58
adjustments 1.65% for ages 59-61

2.06% for ages 62 and older, and all disabled participants

Pre-retirement mortality rates are based on the RP-2014 Employee Mortality Table with sex-distinct rates.  
Healthy annuitant mortality rates are based on the RP-2014 Healthy Annuitant Mortality Table with sex-
distinct rates, adjusted by a factor of 138%.  Disabled annuitant mortality rates are based on the RP-2014 
Disabled Retiree Mortality Table with sex-distinct rates, also adjusted by a factor of 138%.  All mortality 
tables above are projected generationally with a modified RPEC2014 projection table using a 15-year 
convergence period for cohort effects and 10-year convergence period for age/period effects.

The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of 
pension plan 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 adding expected inflation and deducting 
expected investment expenses.   
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7. Employee Retirement System (continued)

Actuarial Assumptions (continued)

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 in the following table: 

Target
Asset Class Allocation
Domestic Equity 39%
International Equity 12%
Fixed Income 29%
Alternatives 8%
Real Estate 10%
Short Term Investments 2%
Total 100%

3.84%
4.64%
1.24%

Long-Term Expected
Real Rate of Return

6.84%
8.14%
2.45%

Discount Rate

The discount rate used to measure the total pension liability is 7.50% as of December 31, 2015. The 
projection of cash flows used to determine the discount rate assumed that employee contributions will be 
made at the current 8.00% of pay contribution rate and that MLGW contributions will equal the 
actuarially determined contribution.  For this purpose, only employee and employer contributions that are 
intended to fund benefits of current plan members and their beneficiaries are included.  Based on those 
assumptions, the MLGW Pension Plan's fiduciary net position was projected to be available to make all 
projected future benefit payments of current active and inactive employees.  Therefore, the long-term 
expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability as of December 31, 2015. 

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

The following presents the net pension liability of MLGW as of December 31, 2015,  calculated using the 
discount rate of 7.50%, as well as what MLGW’s net pension liability would be if it were calculated using 
a discount rate that is one percentage-point lower (6.50%) or one percentage-point higher (8.50%) than 
the current rate:

Net pension liability (asset) as of December 31, 2015
(6.50%) (7.50%) (8.50%)

245,831$ 87,004$ (43,569)$

Current
1% Decrease Discount 1% Increase
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7. Employee Retirement System (continued)  

Pension Plan’s Fiduciary Net Position

Detailed information about the MLGW Pension Plan’s fiduciary net position is available in the separately 
issued plan financial statements.  For purposes of measuring the net pension liability, all information 
about the pension plan’s assets, deferred outflows of resources, liabilities, deferred inflows of resources, 
and fiduciary net position have been determined on the same basis as they are reported by the MLGW 
Pension Plan. 

The MLGW Pension Plan’s financial statements are prepared using the accrual basis of accounting in 
accordance with generally accepted accounting principles promulgated by the Governmental Accounting 
Standards Board.  Investments are stated at fair value.  Benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the terms on the plan. 

Implementation of GASB 68

In fiscal year 2015, MLGW adopted GASB Statement No. 68, Accounting and Financial Reporting for 
Pensions – an Amendment of GASB Statement No. 27 (“GASB 68”).   This statement provides guidance 
for the measurement and recognition of a net pension liability and pension expense, and includes 
instruction for balances to be recognized as deferred outflows of resources and deferred inflows of 
resources. Due to time constraints associated with producing the financial statements and the need to 
ensure timely filing of such statements with appropriate authorities, MLGW deemed it impractical to 
restate all prior periods.  As such, the cumulative effect of applying this statement is shown in 2015.  The 
impact for MLGW is as follows:

Net pension liability – The net pension liability reported under GASB 68 is the difference between the 
actuarial present value of projected pension benefit payments attributable to employees’ past service and 
the Plan’s fiduciary net position.  Previous to this new guidance, a liability was recognized only to the 
extent that contributions made to the plan were exceeded by the actuarially calculated contributions.

Deferred outflows of resources and deferred inflows of resources – GASB  68 requires recognition of 
deferred outflows and inflows of resources associated with the difference between projected and actual 
earnings on Plan investments, to be amortized to pension expense over a closed five-year period.  Also to 
be recognized as deferred outflows and inflows of resources are differences between expected and actual 
experience with regard to economic or demographic factors in the measurement of total pension liability, 
to be amortized to pension expense over a closed period equal to the average of the expected remaining 
service lives of all employees receiving pension benefits.  Employer contributions to the pension trust 
made between the net pension liability measurement date and the employer’s fiscal year end are 
recognized as deferred outflows of resources related to pensions.

The cumulative effect of applying this statement in 2015 resulted in a reduction in the beginning net 
position of all three divisions.  Beginning net position in 2015 in the Electric, Gas, and Water Divisions 
declined by $11,356, $5,065, and $3,363, respectively. 
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7. Employee Retirement System (continued)

Schedule of Changes in Net Pension Liability

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

(a) (b) (a)-(b)
Balance at December 31, 2014  $        1,382,794  $   1,379,184 3,610$

Changes for the Year:

Service Costs 30,139 30,139

Interest 99,940 99,940

Differences Between Expected and Actual Experience 2,275 2,275

Changes of Assumptions - -

Contributions – Employer 21,390 (21,390)

Contributions – Employee 12,310 (12,310)

Net Investment Income 15,231 (15,231)

Benefit Payments / Refunds (100,528) (100,528) -

Administrative  Expenses (759) 759

Net Change 31,826 (52,356) 84,182 

Other Adjustments 788 (788)

Balance at December 31, 2015  $        1,414,620  $   1,327,616  $            87,004 

Increase (Decrease)
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7. Employee Retirement System (continued)

Pension expense for the year ended December 31, 2016
Service cost 30,139$     

Interest on Total Pension Liability 99,940       

Employee contributions (12,310)      

Adminstrative Expenses 759            

Expected return on assets (100,904)    

Expensed portion of current year period differences between 
expected and actual experience in Total Pension Liability 379            

Expensed portion of current year period assumptions changes -                 

Current year plan changes -                 

Expensed portion of current year period differences between 
projected and actual investment earnings 17,187       

Current year recognition of deferred inflows and outflows established 
in prior years (6,523)        

        Total expense 28,667$     

Deferred outflows/inflows of resources related to pension
 Deferred 

Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

Contributions subsequent to measurement date 21,390$     -$              

Net difference between projected and actual earnings on pension 
plan investments 68,196       -                

Net difference between projected and actual experience  in Total 
Pension Liability 1,896         (10,892)$   

Assumption changes -                 (14,741)$   
Total 91,482$     (25,633)$   

Note: The $21,390 contribution made subsequent to the measurement date will be recognized as a reduction 
of the net pension liability in 2017.
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7. Employee Retirement System (continued)

Projected recognition of deferred outflows/(inflows)

Original 
Balance 

Original 
Amortization 

Period 
(Years)

Amount 
Recognized 
During FYE 
December 
31, 2016 2017 2018 2019 2020

2021 and 
Thereafter

Fiscal year 
Outflows
Investment 2016  $     85,673 5.00                      -  $    17,134  $     68,539  $   17,134  $   17,134  $   17,134  $   17,134  - 

Demographic 2016 2,275 6.00                      - 379 1,896 379 379 379 379 379
Total Outflows  $    17,513  $     70,435  $   17,513  $   17,513  $   17,513  $   17,513  $        379 

Fiscal year 
Inflows

Investment 2015 (571) 5.00 (457) (114) (343) (114) (114) (114)  -  - 
Demographic 2015 (16,338) 6.00 (13,615)  $     (2,723)  $    (10,892)  $    (2,723)  $    (2,723)  $    (2,723)  $    (2,723)  - 
Assumption 2015 (21,112) 6.00  $         (18,427)  $     (3,685)  $    (14,741)  $    (3,685)  $    (3,685)  $    (3,685)  $    (3,685)
Total Inflows  $     (6,522)  $    (25,976)  $    (6,522)  $    (6,522)  $    (6,522)  $    (6,408)  $           -   

Total $10,991 $44,459 $10,991 $10,991 $10,991 $11,105  $        379 

Note:  In accordance with Paragraph 71 of GASB Statement 68, the difference between projected and actual earnings on investments is recognized over a closed five-year 
period.  The difference between expected and actual total pension liability experience (noted as “Demographic” in the chart above) and the assumption changes (noted as 
“Assumption” in the chart above) are each recognized over a closed period equal to the average of the expected remaining service lives of all employees who are provided with 
pensions through the pension plan (active employees and inactive employees) determined as of the beginning of the measurement period.  For 2015, the period is six years.

Outstanding 
Balance at 
December 
31, 2016

Deferred Outflows/(Inflows) Recognized in Future Years

Year 
Established

Outstanding 
Balance at 

December 31, 
2015

8. Other Postemployment Benefits 

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 eligibility 
requirements) 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 and are for the 
sole and exclusive purpose of funding health and welfare benefits of the eligible participants, and the cost 
of operating and administering the OPEB Trust.  The OPEB Trust is administered by the MLGW OPEB 
Committee.

Plan Description

Memphis Light, Gas and Water Division, by resolution of its Board of Commissioners, has established, 
adopted, and maintains a medical benefits (health and welfare) plan (the “Plan”) for its retired employees 
and their eligible dependents. The Plan is a single-employer defined benefit healthcare plan administered 
by MLGW. MLGW issues a separate audited financial report for the OPEB Trust that includes financial 
statements and required supplementary information.  That report may be obtained by writing to:  
Manager, General Accounting, P.O. Box 430, Memphis, Tennessee 38101-0430.  
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8.  Other Postemployment Benefits (continued)

Plan Description (continued)

The Plan provides postemployment coverage for health care, life insurance, accident/death and 
dismemberment (AD&D), medical, and prescription drugs to eligible retirees and their dependents.  
Benefits are payable to retirees and their spouses 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 Pension Plan, or disabled with five years of service at any age, or 
disabled in the line of duty at any age with no years of service restriction, are eligible for OPEB benefits.  
Health care benefits are also offered to qualifying survivors of active employees who are eligible to retire 
at the time of death.

Funding Policy

The contribution requirements of plan members and MLGW are established and may be amended by the 
MLGW Board of Commissioners.  Retiree and spouse contribution rates are periodically reset and are 
currently at 25% of costs for medical and drug benefits.  For life insurance and AD&D, retirees contribute 
40% of the cost. 

The Board of Commissioners has set the employer contribution rate based on the annual required 
contribution (“ARC”), an amount actuarially determined in accordance with the parameters of GASB 
Codification Section P50: Postemployment Benefits Other Than Pension Benefits – Employer Reporting.
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal costs 
each year and amortize any unfunded actuarial liabilities of the plan over a period not to exceed thirty 
years.  For fiscal years 2016 and 2015, employer contributions were $41,343 and $38,438 to the Plan, 
respectively.  In 2016, plan members receiving benefits contributed $6,811 through their required 
contribution of $79.70 to $521.42 (dollars) per month depending on the coverage (employee only, 
employee and spouse, or family) and the health plan selected. In 2015, plan members receiving benefits 
contributed $6,848 through their required contribution of $79.70 to $521.42 (dollars) per month. 

Annual OPEB Cost and Net OPEB Obligation

An actuarial valuation of MLGW’s postemployment welfare benefit program was performed for the Plan 
as of December 31, 2015.  MLGW’s annual other postemployment benefit (OPEB) cost (expense) is 
calculated based on the annual required contribution (ARC).   

E-95



NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Dollars in Thousands)
(Continued)

8.  Other Postemployment Benefits (continued)

Annual OPEB Cost and Net OPEB Obligation (continued)

The following table presents the OPEB cost for the year, the amount contributed to the plan, and changes 
in the net OPEB obligation as of December 31, 2016 and 2015:  

2016 2015

Annual required contribution 45,289$        38,187$       
Interest on net OPEB obligation (206) (186)
Adjustment to annual required

contribution 164               175              
Annual OPEB cost 45,247 38,176

Contributions made (41,343) (38,438)
Change in net OPEB (asset) obligation 3,904 (262)

Net OPEB (asset) obligation at beginning
of fiscal year (2,750) (2,488)

Net OPEB (asset) obligation at end
of fiscal year 1,154$          (2,750)$

MLGW’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net 
OPEB (asset) obligation for fiscal year 2016 and the two preceding years were as follows: 

Fiscal Percentage of Net OPEB
Year Annual Annual OPEB Cost Obligation

Ended OPEB Cost Contributed (Asset)

December 31, 2016 45,247$ 91.4% 1,154$
December 31, 2015 38,176 100.7% (2,750)
December 31, 2014 38,386 109.7% (2,488)

Funded Status and Funding Progress

As of December 31, 2015, the most recent actuarial valuation date, the plan was 41.93% funded.  The 
actuarial accrued liability (“AAL”) for benefits was $794,310 and the actuarial value of assets was 
$333,017, resulting in an unfunded actuarial accrued liability (“UAAL”) of $461,293.  The covered 
payroll (annual payroll of active employees covered by the Plan) was $160,641, and the ratio of the 
UAAL to the covered payroll was 287.16%. 
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8.  Other Postemployment Benefits (continued)

Funded Status and Funding Progress (continued)

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events far into the future.  Examples include 
assumptions about future employment, mortality, and the healthcare cost trend.  Amounts determined 
regarding the funded status of the plan and the annual required contributions of the employer are subject 
to continual revision as actual results are compared with past expectations and new estimates are made 
about the future.  The schedule of funding progress, presented as required supplementary information 
following the notes to the financial statements, presents multiyear trend information indicating whether 
the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued 
liabilities for benefits.

Actuarial Methods and Assumptions

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

Actuarial Methods and Assumptions (continued)

Valuation Date December 31, 2015

Actuarial Cost Method Entry Age Normal

Amortization Method Level percent of pay, closed, 30 years

Remaining Amortization Period 29 years as of December 31, 2016

Asset Valuation Method Market value of assets less unrecognized returns in each 
of the last five years (applied prospectively beginning 
with 2014).  Unrecognized return is equal to the 
difference between the actual market return and the 
expected return, and is recognized over a five-year 
period, further adjusted, if necessary, to be within 20% 
of the market value.

Actuarial Assumptions:
Investment Rate of Return 7.50%

Inflation Rate 2.75%

Projected Salary Increases Inflation plus merit increases that vary by age and service

Medical Cost Trend Rate 7.25% graded to 5.00% over 9 years

Drug Cost Trend Rate 9.50% for the first 4 years, then grading down to 5.00% over the next 7 years

9.  Pollution Remediation Obligation

MLGW has a contract with a state licensed environmental remediation company.  The liabilities or 
projected costs to remove asbestos, mold and lead from various substations and equipment because of 
imminent danger were derived from the environmental remediation contractor’s estimate.  These 
estimates assume no expected change orders.

MLGW annually evaluates current conditions, remediation plan updates and changes in legal or 
regulatory requirements to revise MLGW’s estimated liability.  Regulatory accounts are used to capture 
the net effect of the changes in estimates for each Division.  See Note 1 (Regulatory Accounting).
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9.  Pollution Remediation Obligation (continued)

The schedule below shows the balances as of December 31, 2016 and 2015 for the lead pollution liability 
from various substations and equipment by Division: 

12/31/2016 �8[��[8���

Electric
Lead 721$ 968$

Total Electric 721 968

Gas
Lead 276 291

Total Gas 276 291

Water
Lead 3,201 4,371

Total Water 3,201 4,371

Total Liability 4,198$ 5,630$

10. Risk Management

MLGW is exposed to various risks of loss related to active and retiree medical claims; injuries to workers; 
torts; theft of, damage to, and destruction of assets; errors and omissions; environmental damages; and 
natural disasters.

MLGW is self-insured for health and medical benefits and for injuries and damages including workers 
compensation and general liability claims.  The Tennessee Governmental Tort Liability Act, TCA 29-20-
101, et al, (the “Act”) applies to all tort actions against MLGW arising in the state of Tennessee.  The Act 
establishes statutory limits of liability and MLGW is immune from any award or judgment for death, 
bodily injury or property damage in excess of the limits as set forth in the Act.

Pursuant to the Act, the current limits of liability for personal injuries are $300 per person and $700 for 
two or more persons per accident.  The liability for property damage is limited to $100 per accident.

MLGW purchases insurance to address the risks of loss associated with the following:  property damage; 
employee travel; out-of-state automobile travel; employee dishonesty; forgery; computer fraud; 
counterfeiting; damage to leased or rented equipment; and worker injuries exceeding MLGW’s retained 
risk of loss. 
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10.  Risk Management (continued) 

MLGW has established insurance reserves for the estimated liabilities, including an accrual for incurred 
but not reported claims, resulting from medical benefits and injuries and damages claims as established by 
a third party administrator and MLGW’s Legal Department.  The medical benefits reserve and the costs 
and charges to the reserve are allocated to each division based on a standard administrative and general 
cost allocation. 

MLGW is party to various lawsuits filed against it in the normal course of business (see Note 15).

The changes in the self-insurance reserves for medical benefits and injuries and damages for the years 
ended December 31, 2016 and 2015 are as follows:  

Electric Gas Water Electric Gas Water
Division Division Division Division Division Division

Balance -- December 31, 2014 5,621$    2,507$    1,665$    6,435$       2,639$    2,835$    
Payments (40,471)   (18,050)   (11,986)   (2,246)        (1,011)     (771)        
Incurred claims expense 43,080    19,213    12,758    1,224         1,025      924         

Balance -- December 31, 2015 8,230      3,670      2,437      5,413         2,653      2,988      
Payments (43,299)   (19,311)   (12,823)   (1,973)        (635)        (566)        
Incurred claims expense 42,307    18,869    12,530    1,945         1,008      (301)        

Balance -- December 31, 2016 7,238$    3,228$    2,144$    5,385$       3,026$    2,121$    

Medical Benefits Injuries and Damages
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11. Bonds 

Bonds as of December 31, 2016 and 2015 consist of the following: 

Electric Division:
   Electric System Revenue Bonds:
      Series 2003A, due serially 2015-2018 3.80 - 5.00%  $                    -  $              4,170 
      Series 2008, due serially 2017-2018 4.00 - 5.00%              96,930                96,930 
      Series 2010, due serially 2015-2018 3.00 - 5.00%            138,420              251,355 
      Series 2014, due serially 2015-2034 2.00 - 5.00%              66,105                68,575 
      Series 2016, due serially 2017-2036 3.00 - 5.00%              40,000                      -
      Premium on revenue bonds              21,016                20,122 
          Total            362,471              441,152 
      Less: current portion of bonds payable           (118,770)             (115,405)

 $        243,701  $          325,747 

Gas Division:
   Gas System Revenue Bonds:
      Series 2016, due serially 2017-2036 3.00 - 5.00%  $          40,000  $                    - 
      Premium on revenue bonds                7,866                      -
          Total              47,866                      -
      Less: current portion of bonds payable               (1,275)                      -

 $          46,591  $                    - 

Water Division:
   Water System Revenue Bonds:
      Series 2014, due serially 2015-2034 2.00 - 5.00%  $          13,870  $            14,440 
      Series 2016, due serially 2017-2036 2.00 - 4.00%              30,000                      -
      Premium on revenue bonds                3,331                    869 
          Total              47,201                15,309 
      Less: current portion of bonds payable               (1,700)                   (570)

 $          45,501  $            14,739 

Interest
 Rates 20152016
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11. Bonds (continued)

Principal payments on bonds are due annually on December 1.  Debt service requirements as of December 
31, 2016 are as follows:

Principal Interest

2017  $      118,770  $       16,150 
2018         124,310           10,322 
2019             4,095             4,470 

2020 - 2024           23,050           19,774 
2025 - 2029           29,075           13,750 
2030 - 2034           36,400             6,414 
2035 - 2036             5,755               347 

Total  $      341,455  $       71,227 

Principal Interest

2017  $         1,275  $         1,773 
2018             1,315             1,735 
2019             1,370             1,683 

2020 - 2024             7,805             7,453 
2025 - 2029             9,945             5,313 
2030 - 2034           12,535             2,720 
2035 - 2036             5,755               347 

Total  $       40,000  $       21,024 

Electric Division

Gas Division
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11. Bonds (continued)

Principal Interest

2017  $         1,700  $         1,416 
2018             1,750             1,371 
2019             1,785             1,336 

2020 - 2024             9,715             5,888 
2025 - 2029           11,375             4,233 
2030 - 2034           13,630             1,975 
2035 - 2036             3,915               177 

Total  $       43,870  $       16,396 

Water Division

MLGW, at its option, may redeem bonds prior to maturity at premiums and prices specified in the 
indentures.  The Series 2008 and Series 2010 bonds are subject to mandatory redemption upon early 
termination of the Supplement to the Power Contract (“Supplement”) with TVA as discussed in Note 12. 

Bonds are secured by the pledge of the respective division’s revenues, by funds established by the bond 
resolutions and, in certain circumstances, proceeds from the sale of certain division assets.

The estimated fair value of long-term debt for the Electric, Gas, and Water Divisions based on quoted 
market prices (including accrued interest) are as follows as of December 31, 2016 and 2015: 

2016 2015
Electric Division 367,243$ 459,430$ 

2016 2015
Gas Division 45,078$   -$             

2016 2015
Water Division 45,159$   15,694$   

During 2016, the Electric Division issued $40,000 of Series 2016 revenue bonds to finance the costs of 
acquiring, expanding and/or improving the Electric Division and to pay certain costs of issuance with 
respect to the Series 2016 Electric Division Bonds.  The first principal payment will be made December 1, 
2017, and thereafter will be made annually with a final maturity date of December 1, 2036.  The Series 
2016 revenue bonds bear interest at annual fixed rates ranging from 3.00% to 5.00%.  In addition, the 
Electric Division redeemed early the remaining principal balance of the Series 2003A bonds totaling 
$4,170.
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11. Bonds (continued)

During 2016, the Gas Division issued $40,000 of Series 2016 revenue bonds to finance the costs of 
acquiring, expanding and/or improving the Gas Division and to pay certain costs of issuance with respect 
to the Series 2016 Gas Division Bonds.  The first principal payment will be made December 1, 2017, and 
thereafter will be made annually with a final maturity date of December 1, 2036.  The Series 2016 
revenue bonds bear interest at annual fixed rates ranging from 3.00% to 5.00%.  

During 2016, the Water Division issued $30,000 of Series 2016 revenue bonds to finance the costs of 
acquiring, expanding and/or improving the Water Division and to pay certain costs of issuance with 
respect to the Series 2016 Water Division Bonds.  The first principal payment will be made December 1, 
2017, and thereafter will be made annually with a final maturity date of December 1, 2036.  The Series 
2016 revenue bonds bear interest at annual fixed rates ranging from 2.00% to 4.00%.  

During 2014, the Electric Division issued $71,000 of Series 2014 revenue bonds to finance the costs of 
acquiring, expanding and/or improving the Electric Division and to pay certain costs of issuance with 
respect to the Series 2014 Electric Division Bonds.  The first principal payment was made December 1, 
2015, and thereafter will be made annually with a final maturity date of December 1, 2034.  The Series 
2014 revenue bonds bear interest at annual fixed rates ranging from 2.00% to 5.00%.

During 2014, the Water Division issued $15,000 of Series 2014 revenue bonds to finance the costs of 
acquiring, expanding and/or improving the Water Division and to pay certain costs of issuance with 
respect to the Series 2014 Water Division Bonds.  The first principal payment was made December 1, 
2015, and thereafter will be made annually with a final maturity date of December 1, 2034.  The Series 
2014 revenue bonds bear interest at annual fixed rates ranging from 2.00% to 5.00%. 

During 2010, the Electric Division issued $460,050 of  Series 2010 bonds to advance refund a portion of 
the outstanding Electric System Subordinate Revenue Bonds, Series 2003A, and to pay certain costs of 
issuance of the Series 2010 Bonds.  The refunding was undertaken to reduce total future debt service 
payments. The 2010 Series Bonds have a net present value benefit of $16,541, with a cash savings of 
$18,809 over the life of the bonds.  The first principal payment was made December 1, 2014, and 
thereafter will be made annually with a final maturity date of December 1, 2018.  The Series 2010 Bonds 
bear interest at annual fixed rates ranging from 3.00% to 5.00%.  The Series 2010 Bonds are not subject to 
optional redemption, but will be subject to extraordinary redemption prior to maturity.

During 2008, the Electric Division issued $96,930 in revenue bonds to refund $100,000 of Series 2003B 
revenue bonds. The refunding was undertaken to convert the 2003B auction rate securities into fixed rate 
securities of the same maturity. The Series 2008 revenue bonds bear interest at annual fixed rates ranging 
from 4.00% to 5.00%. 

During 2003, the Electric Division issued $1,292,170 of Series 2003A and $100,000 of Series 2003B 
revenue bonds to prepay future power purchases from TVA under the Supplement.  See Note 12.  The 
Series 2003B revenue bonds were auction rate securities that bore interest for 35-day auction periods. The 
Series 2003B revenue bonds were refunded in 2008, as discussed above. 
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11. Bonds (continued)

MLGW’s Electric Division bond covenants require that for Series 2008 and 2010 Bonds the ratio of net 
revenues to principal and interest for any fiscal year will equal at least 100%.  The 2014 and 2016 Bonds 
require that the ratio of net revenues to principal and interest for any fiscal year will equal at least 120%.  
The composite electric bonds debt service coverage as of December 31, 2016 was 1.60. 

MLGW’s Gas Division bond covenants require that for Series 2016 Bonds the ratio of net revenues to 
principal and interest for any fiscal year will equal at least 120%.  The composite gas bonds debt service 
coverage as of December 31, 2016 was 29.71. 

MLGW’s Water Division bond covenants require that for Series 2014 and 2016 Bonds the ratio of net 
revenues to principal and interest for any fiscal year will equal at least 120%.  The composite water bonds 
debt service coverage as of December 31, 2016 was 15.54. 

Long-term debt activity for the years ended December 31, 2016 and 2015 was as follows:

Beginning 
Balance Increases Decreases

Ending 
Balance

Year ended December 31, 2016:
Electric Division
Bonds payable:
Revenue bonds 421,030$   40,000$     (119,575)$  341,455$   
   Premium on revenue bonds 20,122       8,089         (7,195)        21,016       
Total bonds payable 441,152$   48,089$     (126,770)$  362,471$   

Gas Division
Bonds payable:
Revenue bonds -$               40,000$     -$               40,000$     
   Premium on revenue bonds -                 8,089         (223)           7,866         
Total bonds payable -$               48,089$     (223)$         47,866$     

Water Division
Bonds payable:
Revenue bonds 14,440$     30,000$     (570)$         43,870$     
   Premium on revenue bonds 869            2,608         (146)           3,331         
Total bonds payable 15,309$     32,608$     (716)$         47,201$     
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11. Bonds (continued)

Year ended December 31, 2015:
Electric Division
Bonds payable:
Revenue bonds 531,230$   -$               (110,200)$  421,030$   
   Premium on revenue bonds 29,573       -                 (9,451)        20,122       
Total bonds payable 560,803$   -$               (119,651)$  441,152$   

Water Division
Bonds payable:
Revenue bonds 15,000$     -$               (560)$         14,440$     
   Premium on revenue bonds 944            -                 (75)             869            
Total bonds payable 15,944$     -$               (635)$         15,309$     

12. Rates and Energy Supplies

Rates

Electric, gas and water rates are established by MLGW and rate changes are subject to approval by the 
Council.  The Council has approved mechanisms for pass-through of wholesale electric rate changes from 
TVA and natural gas price changes from suppliers without requiring additional specific approval. 

TVA implemented a rate adjustment effective with the October 2016 revenue month, increasing the cost 
of wholesale power (excluding fuel and purchased power) purchased by MLGW by approximately 2.48%.  
MLGW implemented changes to its retail rate schedules effective with meters read on or after September 
30, 2016, to recover the increased cost of wholesale power from its retail customers.  The retail effect 
across all customer classes was approximately 1.50%.

An electric rate decrease was effective with meters read on or after January 4, 2016, and was applicable to 
Residential Schedules RS, RS-TOU and Small General Service Schedule GSA Part 1. This rate decrease 
was approved on December 1, 2015 by the City Council as part of the 2016 MLGW Budget. The retail 
effect is approximately a 2.91% annual decrease for these customers.

TVA implemented a rate adjustment effective with the October 2015 revenue month, increasing the cost 
of wholesale power (excluding fuel and purchased power) purchased by MLGW by approximately 2.50%.  
MLGW implemented changes to its retail rate schedules effective with meters read on or after October 1, 
2015, to recover the increased cost of wholesale power from its retail customers.  The retail effect across 
all customer classes was approximately 1.50%.
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12. Rates and Energy Supplies (continued)

Rates (continued)

MLGW retail electric rates are adjusted for TVA’s Fuel Cost Adjustor (“FCA”).  The FCA is a variable 
wholesale energy rate that can fluctuate each month with TVA’s cost of fuel for electricity generation and 
purchased power costs.  The FCA affects energy (per kilowatt-hour) charges for all retail customers.

MLGW retail electric rates are also adjusted by a Power Cost Adjustment (“PCA”).  The PCA is a 
component added to the monthly FCA and recovers the shortfall in power cost due to changes in load 
factor.  The PCA is a quarterly fixed rate adjustment applied to energy charges for retail customers with 
demands less than 5,000 kilowatts.  The PCA was approved on November 19, 2013 by the City Council 
as part of the 2014 MLGW Budget.    MLGW implemented the PCA for meters read on or after January 
2, 2014. 

MLGW gas rate schedules are developed using a projected price of natural gas and related gas storage and 
transportation charges.  Retail natural gas rates are adjusted monthly for the Purchased Gas Adjustment 
("PGA") rider.  A PGA is applied to customer bills to reflect the difference between the actual cost of gas, 
storage and transportation in a given month and the projected levels built into the base rate schedule. 

A gas rate restructure was effective with meters read on or after January 4, 2016 and was applicable to all 
Service Schedules.  This restructure was required due to customer migration among rate classes and was 
approved on December 1, 2015 by the City Council as part of the 2016 MLGW Budget.  The retail impact
across all customer classes is intended to be revenue neutral. 

A water rate increase was approved on December 1, 2015 by the City Council as part of the 2016 MLGW 
Budget.  This rate increase was required due to increased general operating expenses, capital expenditures 
associated with system improvements and reductions in funds available to pay items.  MLGW 
implemented new water rate schedules for meters read on or after January 4, 2016.  The retail impact was 
a 22.0% increase for all customer classes.

Energy Supplies   

TVA currently supplies all of MLGW’s electric power requirements pursuant to a power contract.  On 
November 19, 2003, MLGW entered into a Supplement to the Power Contract with TVA under which 
MLGW made a prepayment of $1,500,000 to TVA for capacity and related energy.  In exchange for the 
prepayment and a commitment by MLGW to purchase a minimum amount of electric power from TVA 
over the term of the Supplement (15 years), TVA will supply a specified amount of electricity and provide 
a fixed credit to its wholesale power rates otherwise in effect.  To finance the prepayment, MLGW issued 
the Series 2003A and Series 2003B Bonds.  Subsequently, MLGW has refinanced portions of the bonds 
originally issued for the prepayment.  In 2008, the Series 2003B bonds were refunded by the Series 2008 
bonds.  In 2010, the callable portion of the 2003A Series bonds was refunded by the Series 2010 bonds.  
See also Note 1 (Prepaid Power Cost) and Note 11 (Bonds).    
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12. Rates and Energy Supplies (continued)

Energy Supplies (continued)

Under the terms of the TVA power contract, MLGW may terminate its supply arrangement with TVA 
upon five years’ prior written notice.  TVA  may terminate on not less than ten years’ prior written notice.   

MLGW purchases natural gas from multiple suppliers on multiple pipelines in order to minimize 
operational and performance risk.  MLGW has short-term purchase commitments which are normally for 
one year or less.

MLGW and the Tennessee Energy Acquisition Corporation (“TEAC”) entered into a 20 year gas purchase 
contract beginning January 1, 2007 with volume commitments for the term.  TEAC is paid monthly after 
the gas is received by MLGW for its customers, and therefore presents no increased cash flow risk 
compared to normal physical gas purchases. 

13. Federal Grant Contributions

In December 2011, FEMA announced approval of the April 4, 2011 Storm Restoration project, contract 
Edison #E 34101-0000008735, under the Public Assistance Grant  Award for costs incurred during the 
FEMA-1978-DR-TN program.  In December 2014, all work on the last restoration project was completed; 
and MLGW increased the receivable by $44 in order to realize the entire amount contracted with FEMA 
in 2011 of $2,733. In 2015 however, MLGW decreased the receivable by $55 representing project under 
runs that are currently being processed and pending de-obligation by FEMA. There was no activity on this 
grant in 2016. The schedule below summarizes the grant activity:

Electric 2016 2015 2014 2013 2012 2011
Electric Total Expenditures   $            - (74)$         59$          209$        87$          3,289$     
Eligible Reimbursement - (55)           44            157          65            2,467       
Reimbursement Received - - - - 1,850       -
Receivable Balance (828)$       (828)$       (883)$       (839)$       (682)$       (2,467)$    

In September 2011, MLGW applied for a disaster assistance grant for the restoration work done after the 
April 26th storm. In March 2012, FEMA subsequently awarded grant contract Edison #E 34101-
0000009498 for the April 26, 2011 Storm Restoration project under the Public Assistance Grant  Award 
program for costs incurred during FEMA-1974-DR-TN. The award was originally for $1,959, all of 
which is being federally funded; $1,706 to the Electric Division, $236 to the Gas Division and $17 to the
Water Division.  FEMA granted MLGW an additional $19 due to a project overrun in the Gas Division., 
therefore,  the Gas receivable was increased by $19, in  anticipation of  the additional fund obligation.  In  
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13. Federal Grant Contributions (continued)

May 2016, FEMA made a final payment to MLGW of $509, thereby closing out this disaster. The 
schedule below summarizes the grant activity:

Electric 2016 2015 2014 2013 2012 2011
Electric Total Expenditures   $            -   $            -   $            -   $            -   $            - 2,274$     
Eligible Reimbursement - - - - - 1,706       
Reimbursement Received 403          - - - 1,303       -
Receivable Balance   $            - (403)$       (403)$       (403)$       (403)$       (1,706)$    

Gas 2016 2015 2014 2013 2012 2011
Electric Total Expenditures   $            - 25$            $            -   $            -   $            - 315$        
Eligible Reimbursement - 19            - - - 236          
Reimbursement Received 100          - - - 155          -
Receivable Balance   $            - (100)$       (81)$         (81)$         (81)$         (236)$       

Water 2016 2015 2014 2013 2012 2011
Electric Total Expenditures   $            -   $            -   $            -   $            -   $            - 23$          
Eligible Reimbursement - - - - - 17            
Reimbursement Received 6              - - - 11            -
Receivable Balance   $            - (6)$ (6)$ (6)$ (6)$           (17)$         

In June 2014, MLGW applied for a disaster assistance grant for the restoration work done after the March 
2, 2014 storm. In April 2015, FEMA awarded grant contract Edison #E 41782-0000017870 for the March 
2, 2014 Storm Restoration project under the Public Assistance Grant Award program for costs incurred 
during FEMA-4171-DR-TN. The award was $2,328, all of which is being federally funded to the Electric 
Division. Total cost of restoration work for this disaster as submitted to FEMA field officer in July, 2015 
was $3,111, an increase of $7 from the $3,104 initial estimate.  This increased the eligible reimbursements 
by $5 providing for the grant to total $2,333.   In May 2016, FEMA made a final payment to MLGW of 
$238, thereby closing out this disaster. The schedule below summarizes the grant activity:  

Electric 2016 2015 2014
Total Expenditures   $            - 7$            3,104$     
Eligible Reimbursement - 5              2,328       
Reimbursement Received 238          2,095       -
Receivable Balance   $            - (238)$       (2,328)$    
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13. Federal Grant Contributions (continued)

In 2010, MLGW applied for the Network System Transformer Seismic Retrofit Grant (Contract# E-
29504). The grant was awarded in 2011 under the Pre-Disaster Mitigation Competitive Program. The 
grant will allow MLGW to retrofit 482 network system transformers. The grant was awarded in the 
amount of $603 of which $453 will be federally funded. This grant activity is complete. In February 2016, 
TEMA made a final payment of $140; thereby closing out this pre-disaster mitigation grant. The schedule 
below summarizes the grant activity:

2016 2015 2014 2013 2012
Total Expenditures   $            - 139$        1,122$     183$        5$            
Eligible Reimbursement - - 312          138          3              
Reimbursement Received 140          - 294          19            -
Receivable Balance   $            - (140)$       (140)$       (122)$       (3)$

14. Transfers to City

The Electric, Gas and Water Divisions make transfers to the City.  

The Electric Division transfer is based on the formula provided by the May 29, 1987, TVA Power 
Contract Amendment (Supp. No. 8).  The formula includes a property tax equivalency calculation plus      
4% of operating revenue less power costs (three-year average). The Division pays the amount requested 
by the City,  up to the maximum limit calculated by the formula.

The Gas Division transfer is based on the formula provided by the Municipal Gas System Tax Equivalent 
Law of 1987.  The formula includes a property tax equivalency calculation plus 4% of operating revenue 
less gas costs (three-year average). The Division pays the amount requested by the City, up to the 
maximum limit calculated by the formula. 

The Water Division through an agreement with the City, transfers a payment in the amount of $2,500 per 
year.  This agreement is effective through the year 2028. Per City resolution dated June 3, 2014, an 
additional $1,800 was requested and approved for payment during MLGW fiscal year 2014.  An
incremental $100 was requested and approved by the City on July 1, 2014.   This resolution also directs 
MLGW to pay $1,900 to the City’s general fund for each of MLGW’s fiscal years 2015, 2016 and 2017 
on or about April 30th of said years.

15. Commitments and Contingencies

The Electric and Gas Divisions have derivative contracts and agreements that are exchange traded 
exclusively on public exchanges thereby eliminating counterparty credit risk.  The counterparty to any 
derivative transaction on an exchange is either the Chicago Mercantile Exchange (“CME”), which is the 
parent of the NYMEX, or the Intercontinental Exchange (“ICE”). The exposure to credit loss in the event 
of nonperformance by the other party is represented by the fair values of the open derivative contracts.  
However, there is no counterparty financial risk for contracts transacted through the NYMEX or the ICE.   
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15. Commitments and Contingencies (continued)

MLGW pays a Transfer to the City and in lieu of taxes to Shelby County Government and the 
incorporated towns of Shelby County for the Electric and Gas Divisions based on the Tennessee 
Municipal Electric and Gas System Tax Equivalent Laws of 1987.  MLGW pays a Transfer to the City for 
the Water Division based upon an agreement with the City, which calls for a payment of $2,500 for each 
of the fiscal years through 2028.  An additional $1,900 incremental payment to the city has been approved 
for fiscal years through 2017; bringing the total water payment to the city to $4,400.  

MLGW is party to various legal proceedings incidental to its business.  In the opinion of management, 
MLGW’s liability, if any, in all pending litigation or other proceedings, taken as a whole after 
consideration of amounts accrued, insurance coverage, or other indemnification arrangements, will not 
have a material adverse effect on its financial position or results of operations.

See Note 12 for discussions of MLGW’s power contract with TVA and gas purchase commitments.

16.  Subsequent Event

On May 27, 2017, a severe straight line wind storm moved through the Memphis and Shelby County 
service territory, causing damage to MLGW’s electric distribution system.  The total estimated cost for 
the storm is $16,100.  During previous weather events of this magnitude, the President of the United 
States has subsequently issued a major disaster declaration for the State of Tennessee and granted public 
assistance to utilities.  If a disaster declaration is declared, FEMA reimbursement is estimated to be 75% 
of the eligible costs.
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REQUIRED SCHEDULE OF CHANGES IN NET PENSION LIABILITY
DECEMBER 31, 2016
(Dollars in Thousands)

2015 2014 2013
Total pension liability
Service cost 30,139$ 31,786$ 33,122$
Interest 99,940 100,436 98,818
Change of benefit terms - - -
Differences between expected and actual experience 2,275 (16,338) (14,280)
Changes in assumptions - (22,112) -
Benefit payments, including refunds of employee contributions (100,528) (100,249) (91,931)
Net change in total pension liability 31,825 (6,477) 25,730

Total pension liability – beginning 1,382,794 1,389,271 1,363,542
Total pension liability – ending (a) 1,414,620$ 1,382,794$ 1,389,271$

Plan fiduciary net position
Contributions – employer 21,390$ 26,804$ 30,706$
Contributions – employee 12,310 11,729 12,000
Net investment income 15,231 98,931 185,707
Benefit payments including refunds of employee contributions (100,528) (100,249) (91,931)
Administrative expense (759) (714) (657)
Other - - -
Net change in plan fiduciary net position (52,356)$ 36,501$ 135,825$
Other Adjustments 788 - -

Plan fiduciary net position – beginning 1,379,184 1,342,683 1,206,858
Plan fiduciary net position – ending (b) 1,327,616$ 1,379,184$ 1,342,683$

System’s net pension liability – ending (a) – (b) 87,004$ 3,610$ 46,588$

Plan fiduciary net position as a percentage of the total pension 
liability

93.85% 99.74% 96.65%

Covered employee payroll 160,641$ 152,368$ 154,759$
System’s net pension liability as a percentage of covered 
employee payroll

54.16% 2.37% 30.10%

Notes to schedule:
Benefit changes :  There have been no changes in benefit provisions since GASB 68 implementation.
Change of assumptions :  The assumptions were updated between December 31, 2013 and December 31, 2014 based 
on a five-year experience study for the period ending December 31, 2013.
Historical data:  This schedule will be expanded in future years to include up to ten years of historical data as the 
required information becomes available.
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REQUIRED SCHEDULE OF EMPLOYER CONTRIBUTIONS - PENSION
DECEMBER 31, 2016

Year Ended 
December 31

Actuarially 
Determined 
Contribution 

(ADC)

Actual 
Contribution 
in Relation to 

ADC

Contribution 
Deficiency 
(Excess)

Covered-
Employee Payroll

Contributions as a 
Percentage of Covered-

Employee Payroll
2007 17,217 17,230 (13) 146,830 11.73%
2008 10,541 18,467 (7,926) 150,253 12.29%
2009 22,401 21,388 1,013 154,057 13.88%
2010 27,381 27,385 (4) 153,509 17.84%
2011 26,208 26,213 (5) 154,036 17.02%
2012 30,067 30,063 4 154,347 19.48%
2013 30,705 30,706 (1) 154,759 19.84%
2014 26,812 26,804 8 152,368 17.59%
2015 21,390 21,390 - 160,641 13.32%
2016 21,390 21,390                       - 160,641 13.32%
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SCHEDULE OF NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
DECEMBER 31, 2016

Valuation date January 1, 2016
Actuarial cost method Entry Age Normal Cost Method
Amortization method Level percent of payroll, with amortization at 2.00% of pay
Remaining amortization period 25 years remaining as of January 1, 2016
Asset valuation method Market value of assets less unrecognized returns in each of the last five years.  

Unrecognized return is equal to the difference between the actual market 
return and the expected return on the actuarial value , and is recognized over 
a five-year period, further  adjusted, if necessary, to be within 30% of the 
market value.

Actuarial Assumptions:
Inflation 2.75%
Salary increases Inflation plus merit increases that vary by age and service, ranging from 

0.00% to 6.75%
Investment rate of return 7.50%, including inflation, net of investment expenses
Cost-of-living adjustments 0.83% for ages 56-58

1.65% for ages 59-61
2.06% for ages 62 and older, and all disabled participants

Other Information: Please see the January 1, 2016 actuarial valuation report for a full listing of 
assumptions.
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REQUIRED SCHEDULE OF FUNDING PROGRESS FOR OPEB
DECEMBER 31, 2016
(Dollars in Thousands)

Actuarial UAAL as a

Actuarial Accrued Unfunded Percentage of

Actuarial Value of Liability AAL Funded Covered Covered

Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll

Date ( a ) ( b ) ( b - a ) ( a / b ) ( c ) ( ( b - a ) / c )

December 31, 2015 333,017$    794,310$    461,293$ 41.9% 160,641$    287.2%

December 31, 2013 272,150 660,524 388,374 41.2% 154,759 251.0%

December 31, 2011 181,211 602,175 420,964 30.1% 154,036 273.3%
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REQUIRED SCHEDULE OF EMPLOYER CONTRIBUTIONS - OPEB
DECEMBER 31, 2016
(Dollars in Thousands)

Fiscal Percentage of
Year Annual Employer Annual OPEB Cost

Ended OPEB Cost Contributions Contributed

December 31, 2016 45,247$ 41,343$ 91.4%
December 31, 2015 38,176 38,438 100.7%
December 31, 2014 38,386 42,100 109.7%
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SCHEDULE OF BONDS,
PRINCIPAL AND INTEREST REQUIREMENTS
DECEMBER 31, 2016
(Dollars in Thousands)

Principal Interest Principal Interest Principal Interest Principal Interest

Electric
Division:

2017  $    31,625  $    4,564  $     83,350  $   6,821  $   2,520  $    2,992  $      1,275  $    1,773 
2018 65,305 3,043 55,070 2,653 2,620 2,891 1,315        1,735
2019 -                -              -                 -             2,725 2,786 1,370        1,683
2020 -                -              -                 -             2,810 2,704 1,425        1,628
2021 -                -              -                 -             2,920 2,592 1,480        1,571
2022 -                -              -                 -             3,040 2,475 1,555        1,497
2023 -                -              -                 -             3,160 2,354 1,630        1,419
2024 -                -              -                 -             3,315 2,196 1,715        1,338
2025 -                -              -                 -             3,485 2,030 1,800        1,252
2026 -                -              -                 -             3,655 1,856 1,890        1,162
2027 -                -              -                 -             3,840 1,673 1,985        1,067
2028 -                -              -                 -             3,995 1,519 2,085        968
2029 -                -              -                 -             4,155 1,359 2,185        864
2030 -                -              -                 -             4,320 1,193 2,295        755
2031 -                -              -                 -             4,535 977 2,410        640
2032 -                -              -                 -             4,760 751 2,510        543
2033 -                -              -                 -             5,000 513 2,610        443
2034 -                -              -                 -             5,250 261 2,710        339
2035 -                -              -                 -             -             -              2,820        230
2036 -                -              -                 -             -             -              2,935        117

Total 96,930$     7,607$     138,420$   9,474$    66,105$  33,122$   40,000$    21,024$   

Series 2008 Series 2010 Series 2014 Series 2016
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SCHEDULE OF BONDS,
PRINCIPAL AND INTEREST REQUIREMENTS  
DECEMBER 31, 2016
(Dollars in Thousands)

Principal Interest

Gas
Division:

2017 1,275$       1,773$     
2018 1,315 1,735
2019 1,370 1,682
2020 1,425 1,628
2021 1,480 1,571
2022 1,555 1,497
2023 1,630 1,419
2024 1,715 1,338
2025 1,800 1,252
2026 1,890 1,162
2027 1,985 1,067
2028 2,085 968
2029 2,185 864
2030 2,295 755
2031 2,410 640
2032 2,510 543
2033 2,610 443
2034 2,710 339
2035 2,820 230
2036 2,935 117

Total 40,000$     21,023$   

Series 2016
Principal Interest Principal Interest

Water
Division:

2017 580$          492$        1,120$    924$       
2018 595 481 1,155 890
2019 605 469 1,180 867
2020 620 457 1,215 832
2021 635 438 1,250 795
2022 655 419 1,275 770
2023 680 393 1,315 732
2024 715 359 1,355 693
2025 740 338 1,395 652
2026 765 308 1,435 610
2027 790 285 1,465 581
2028 820 253 1,525 523
2029 855 221 1,585 462
2030 890 186 1,645 398
2031 925 151 1,715 333
2032 960 114 1,765 281
2033 1,000 75 1,820 228
2034 1,040 35 1,870 174
2035 -                -              1,930 117
2036 -                -              1,985 60

Total 13,870$     5,474$     30,000$  10,921$  

Series 2014 Series 2016

E-118



SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016 

Residential – Schedule RS

Time-Of-Use Residential Rate

General Service – Schedule GSA

Additional kWh per month: $0.03882 $0.03598 $0.03491

First 15,000 kWh per month: $0.08946 $0.08646 $0.08464

Excess over 50 kW of billing demand per $13.46 $12.55 $12.55

Energy Charge:

Demand Charge: Summer Winter Transition
First 50 kW of billing demand per month: $0.00000 $0.00000 $0.00000

$0.08044 $0.07744 $0.07562
If (a) the higher of (i) the customer’s currently effective contract demand or 

Customer Charge: $53.42 per delivery point per month

Customer Charge: $15.52 per delivery point per month
Energy Charge: Summer Winter Transition

Effective meters read on or after September 30, 2016. 42,568

If (a) the higher of (i) the customer’s currently effective contract demand, if 

Off-Peak kWh per month: $0.05537 $0.05537 $0.05537

The above rates are subject to adjustment under the provisions of the TVA 

Energy Charge: Summer Winter Transition
On-Peak kWh per month: $0.12061 $0.08163 $0.05537

The above rates are subject to adjustment under the provisions of the TVA 

Effective October 1, 2016. 83

Customer Charge: $12.20 per month, less Hydro Allocation Credit: $1.60

First 500 kWh per month: $0.06804 $0.06498 $0.06318
Additional kWh per month: $0.06945 $0.06479 $0.06201

Electric Division Rate Class Base Charge Customers

All Electric Rate Schedules Are Subject To Adjustment Under The Provisions of the TVA Fuel Cost and 

Effective meters read on or after September 30, 2016. 353,447

Customer Charge: $12.20 per month, less Hydro Allocation Credit: $1.60
Energy Charge: Summer Winter Transition
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

General Service – Schedule GSA
(cont.)

Manufacturing Power Rate - Part A

(Schedule MSA)

1

$1.57

$0.03853Off-peak per kWh energy charge:

$10.15

$198.95
Non-Summer

Excess over 1,000 kW of billing demand per
month:

TransitionDemand Charge: Summer
Customer Charge:

$0.04005All kWh per month: $0.04396 $0.04112

$12.31

$11.56

If the higher of the customer’s currently effective contract demand or its
highest billing demand during the latest 12 month period is greater than
1,000 kW:

Excess of billing demand over the higher of
2,500 kW or the customer’s contract demand
per month:

$12.31 $11.40

Energy Charge:

$11.40

$11.40

$0.05437

0

First 1,000 kW of billing demand per month: $12.47 $11.56

Effective October 1, 2016.

$12.80On-peak per kW of billing demand charges per month:
Customer Charge:

Per kW charge per month for each kW, if any, by which offpeak
billing demand exceeds onpeak billing demand:

Time-of-Day General Power Rate - Part A (Schedule TGSA)

On-peak per kWh energy charge: $0.04737
$0.03977

$12.19

$1.66$1.66

Per kW charge per month for each kW, if any, of the amount by
which (1) the customer’s onpeak billing demand exceeds the
higher of 2,500 kW or its onpeak contract demand or (2) the
customer’s offpeak billing demand exceeds the higher of 2,500
kW or its offpeak contract demand, whichever is higher

$12.80

Summer

$12.19

$198.95

$10.15

Transition

Customer Charge: $198.95  per delivery point per month

Effective October 1, 2016.

Per kW coincident billing demand charge per
month:

$11.07

Summer Winter

Per kW maximum billing demand charge per
month:

$1.57 $1.57

$191.84 per delivery point per month

$11.40

Winter

Electric Division Rate Class Base Charge Customers
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

Manufacturing Power Rate - Part A
(Schedule MSA) (cont.)

Excess Demand:

Rates applicable for delivery at:
Summer SGSB SGSC SGSD SGSB SGSC SGSD
Billing demand per kW: $19.81 $19.28 $19.03 $20.36 $19.83 $16.58
Excess demand per kW: $19.81 $19.28 $19.03 $20.36 $19.83 $16.58
Energy charge per kWh: $0.03057 $0.02999 $0.02678 $0.03145 $0.03085 $0.02757
Winter
Billing demand per kW: $16.75 $16.22 $15.97 $17.21 $16.68 $16.43
Excess demand per kW: $16.75 $16.22 $15.97 $17.21 $16.68 $16.43
Energy charge per kWh: $0.02617 $0.02550 $0.02287 $0.02692 $0.02623 $0.02355
Transition
Billing demand per kW: $13.70 $13.17 $12.92 $14.07 $13.54 $13.29
Excess demand per kW: $13.70 $13.17 $12.92 $14.07 $13.54 $13.29
Energy charge per kWh: $0.02518 $0.02454 $0.02200 $0.02590 $0.02524 $0.02265

Excess Demand:

$1,500.00 per delivery point per month

$350.00 per delivery point per month

4

$11.72

Customers

Summer Winter Transition
Excess per kW charge per month by which
billing demand exceeds contract demand:

$0.06116 $0.05067

$12.64 $11.72

On-peak per kWh energy charge:

Electric Division Rate Class (cont.) Base Charge

$0.04110

Off-peak per kWh energy charge: $0.03850 $0.04037 $0.04110

TVA Administrative Charge:

General Service - (Schedule SGS)

Manufacturing Service - (Schedule SMS)

Service Charge:

Service Charge:

Transmission Voltage: 115 kV and up Distribution Voltage: < 115 kV

Seasonal Demand And Energy

Seasonal Demand And Energy

Demand amount that exceeds the effective contract demand.

Effective October 1, 2016.

Demand amount that exceeds the effective contract demand.

Effective October 1, 2016.

TVA Administrative Charge:

2

$1,500.00 per delivery point per month

$350.00 per delivery point per month
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

Rates applicable for delivery at:
Summer SMSB SMSC SMSD SMSB SMSC SMSD
Billing demand per kW: $16.59 $16.06 $18.91 $17.05 $16.52 $19.46
Excess demand per kW: $16.59 $16.06 $18.91 $17.05 $16.52 $19.46
Energy charge per kWh: $0.02145 $0.02061 $0.01236 $0.02207 $0.02120 $0.01272
Winter
Billing demand per kW: $13.54 $13.01 $15.85 $13.91 $13.38 $16.31
Excess demand per kW: $13.54 $13.01 $15.85 $13.91 $13.38 $16.31
Energy charge per kWh: $0.01648 $0.01595 $0.00863 $0.01695 $0.01640 $0.00888
Transition
Billing demand per kW: $10.48 $9.95 $12.80 $10.75 $10.22 $13.17
Excess demand per kW: $10.48 $9.95 $12.80 $10.75 $10.22 $13.17
Energy charge per kWh: $0.01532 $0.01483 $0.00772 $0.01575 $0.01525 $0.00794

Time Of Use General Service
(Schedule TGS)

Service Charge:

TVA Administrative Charge:

Excess Demand:

Off-Peak Block 1:

Off-Peak Block 2:

Off-Peak Block 3:

Distribution Voltage: < 115 kV

7

Demand amount that exceeds the effective contract demand.

Next 200 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.

Last 400 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.

Transmission Voltage: 115 kV and up

Effective October 1, 2016.

$1,500.00 per delivery point per month

$350.00 per delivery point per month

First 200 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.

Electric Division Rate Class (cont.) Base Charge Customers

Seasonal Demand And Energy
Manufacturing Service - (Schedule SMS) 
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

Rates applicable for delivery at:
Summer TDGSA TGSB TGSC TGSD TDGSA TGSB TGSC TGSD
On-peak billing demand per kW: $10.11 $10.06 $10.06 $10.06 $10.41 $10.36 $10.36 $10.36
Maximum billing demand per kW: $5.33 $5.33 $4.80 $4.55 $5.45 $5.45 $4.92 $4.67
Excess demand per kW: $10.11 $10.06 $10.06 $10.06 $10.41 $10.36 $10.36 $10.36
On-peak energy per kWh: $0.07556 $0.07244 $0.07244 $0.07152 $0.07779 $0.07458 $0.07458 $0.07366
Off-peak block 1 per kWh: $0.04462 $0.04935 $0.04935 $0.04843 $0.04592 $0.05079 $0.05079 $0.04987
Off-peak block 2 per kWh: $0.00538 $0.00643 $0.00643 $0.00445 $0.00550 $0.00658 $0.00658 $0.00457
Off-peak block 3 per kWh: $0.00258 $0.00327 $0.00327 $0.00235 $0.00262 $0.00333 $0.00333 $0.00241
Winter
On-peak billing demand per kW: $9.22 $9.17 $9.17 $9.17 $9.50 $9.45 $9.45 $9.45
Maximum billing demand per kW: $5.33 $5.33 $4.80 $4.55 $5.45 $5.45 $4.92 $4.67
Excess demand per kW: $9.22 $9.17 $9.17 $9.17 $9.50 $9.45 $9.45 $9.45
On-peak energy per kWh: $0.03614 $0.06190 $0.06190 $0.06098 $0.06323 $0.06372 $0.06372 $0.06280
Off-peak block 1 per kWh: $0.04736 $0.05140 $0.05140 $0.05048 $0.04874 $0.05290 $0.05290 $0.05198
Off-peak block 2 per kWh: $0.00538 $0.00643 $0.00643 $0.00445 $0.00550 $0.00658 $0.00658 $0.00457
Off-peak block 3 per kWh: $0.00258 $0.00327 $0.00327 $0.00235 $0.00262 $0.00333 $0.00333 $0.00241
Transition:
On-peak billing demand per kW: $9.22 $9.17 $9.17 $9.17 $9.50 $9.45 $9.45 $9.45
Maximum billing demand per kW: $5.33 $5.33 $4.80 $4.55 $5.45 $5.45 $4.92 $4.67
Excess demand per kW: $9.22 $9.17 $9.17 $9.17 $9.50 $9.45 $9.45 $9.45
On-peak energy per kWh: $0.04846 $0.04906 $0.04906 $0.04814 $0.04988 $0.05049 $0.05049 $0.04957
Off-peak block 1 per kWh: $0.04846 $0.04906 $0.04906 $0.04814 $0.04988 $0.05049 $0.05049 $0.04957
Off-peak block 2 per kWh: $0.00538 $0.00643 $0.00643 $0.00445 $0.00550 $0.00658 $0.00658 $0.00457
Off-peak block 3 per kWh: $0.00258 $0.00327 $0.00327 $0.00235 $0.00262 $0.00333 $0.00333 $0.00241

Time Of Use Manufacturing Service
(Schedule TMS)

Service Charge:

TVA Administrative Charge:

Excess Demand:

Off-Peak Block 1:

Off-Peak Block 2:

Off-Peak Block 3:

Transmission Voltage: 115 kV and up Distribution Voltage: < 115 kV

(Schedule TGS) (cont.)

Electric Division Rate Class (cont.) Base Charge Customers

Time Of Use General Service

Effective October 1, 2016. 20

$1,500.00 per delivery point per month

$350.00 per delivery point per month

Demand amount that exceeds the effective contract demand.

First 200 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.

Next 200 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.

Last 400 hours use of on-peak metered demand multiplied by 
the ratio of metered off-peak energy to metered total energy.
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

Time Of Use Manufacturing Service
(Schedule TMS) (cont.)

Rates applicable for delivery at:
Summer TDMSA TMSB TMSC TMSD TDMSA TMSB TMSC TMSD
On-peak billing demand per kW: $9.46 $9.46 $9.46 $9.46 $9.74 $9.74 $9.74 $9.74
Maximum billing demand per kW: $3.68 $2.47 $1.94 $1.68 $0.38 $2.50 $1.97 $1.71
Excess demand per kW: $9.46 $9.46 $9.46 $9.46 $9.74 $9.74 $9.74 $9.74
On-peak energy per kWh: $0.05212 $0.05422 $0.05318 $0.05047 $0.05366 $0.05582 $0.05475 $0.05198
Off-peak block 1 per kWh: $0.02903 $0.03113 $0.03008 $0.02737 $0.02987 $0.03204 $0.03096 $0.02818
Off-peak block 2 per kWh: $0.00369 $0.00369 $0.00500 $0.00283 $0.00377 $0.00377 $0.00512 $0.00291
Off-peak block 3 per kWh: $0.00134 $0.00134 $0.00500 $0.00229 $0.00135 $0.00135 $0.00512 $0.00235
Winter
On-peak billing demand per kW: $8.57 $8.57 $8.57 $8.57 $8.83 $8.83 $8.83 $8.83
Maximum billing demand per kW: $3.68 $2.47 $1.94 $1.68 $3.75 $2.50 $1.97 $1.71
Excess demand per kW: $8.57 $8.57 $8.57 $8.57 $8.83 $8.83 $8.83 $8.83
On-peak energy per kWh: $0.41580 $0.04368 $0.04264 $0.03993 $0.04280 $0.04496 $0.04389 $0.04112
Off-peak block 1 per kWh: $0.03109 $0.03319 $0.03214 $0.02943 $0.03200 $0.03416 $0.03308 $0.03030
Off-peak block 2 per kWh: $0.00369 $0.00369 $0.00500 $0.00283 $0.00377 $0.00377 $0.00512 $0.00291
Off-peak block 3 per kWh: $0.00134 $0.00134 $0.00500 $0.00229 $0.00135 $0.00135 $0.00512 $0.00235
Transition:
On-peak billing demand per kW: $8.57 $8.57 $8.57 $8.57 $8.83 $8.83 $8.83 $8.83
Maximum billing demand per kW: $3.68 $2.47 $1.94 $1.68 $3.75 $2.50 $1.97 $1.71
Excess demand per kW: $8.57 $8.57 $8.57 $8.57 $8.83 $8.83 $8.83 $8.83
On-peak energy per kWh: $0.03190 $0.03399 $0.03295 $0.03024 $0.03283 $0.03498 $0.03391 $0.03114
Off-peak block 1 per kWh: $0.03190 $0.03399 $0.03295 $0.03024 $0.03283 $0.03498 $0.03391 $0.03114
Off-peak block 2 per kWh: $0.00369 $0.00369 $0.00500 $0.00283 $0.00377 $0.00377 $0.00512 $0.00291
Off-peak block 3 per kWh: $0.00134 $0.00134 $0.00500 $0.00229 $0.00135 $0.00135 $0.00512 $0.00235

Drainage Pumping Station Rate Effective September 30, 2016.
(Schedule DPS)

Outdoor Lighting Rate (Schedule LS)

Customer Charge:

Transition

Part A – Charges for street and park lighting systems, traffic signal systems,
and athletic field lighting installations.

Effective September 30, 2016. 16,488

Summer Winter
$0.03664 $0.03364All kWh per month:

$15.52 per delivery point per month

$0.03182
Energy Charge:

Energy Charge: Summer Winter
$0.04717 $0.04413

Transition

7

$0.04232All kWh per month:

Electric Division Rate Class (cont.) Base Charge Customers

Transmission Voltage: 115 kV and up Distribution Voltage: < 115 kV
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016 
(Continued)

Outdoor Lighting Rate (Schedule LS)
(cont.)

Traffic signal systems and athletic field lighting installations shall be provided,
owned, and maintained by and at the expense of the customer, except as
Division may agree otherwise in accordance with the provisions of the
paragraph next following in this section. The facilities necessary to provide
service to such systems and installations shall be provided by and at the
expense of Division’s electric system, and the annual facility charge
provided for first above in this section shall apply to the installed cost of
such facilities.

The annual facility charge shall be 10.41% of the installed cost to the
Division’s electric system of the facility devoted to street and park lighting
service specified in this Part A. Such installed cost shall be recomputed on
July 1 of each year, or more often if substantial changes in the facilities are
made. Each month, one-twelfth of the then total annual facility charge shall
be billed to the customer. If any part of the facilities has not been provided
at the electric system’s expense or if the installed cost of any portion thereof
is reflected on the books of another municipality or agency or department,
the annual facility charge shall be adjusted to reflect properly the remaining
cost to be borne by the electric system.

Part B – Charges for outdoor lighting for individual customers – charges per
fixture per month:

When so authorized by policy duly adopted by Division’s governing board,
traffic signal systems and athletic field lighting installations may be provided,
owned and maintained by Division’s electric system for the customer’s
benefit. In such cases Division may require reimbursement from the
customer for a portion of the initial installed cost of any such system or
installation and shall require payment by the customer of facility charges
sufficient to cover all of Division’s costs (except reimbursed costs), including 
appropriate overheads, of providing, owning, and maintaining such system
or installation; provided that, for athletic field lighting installations, such
facility charge shall in no case be less than 12% per year of such costs.
Said facility charge shall be in addition to the annual facility charge on the
facilities necessary to provide service to such system or installation as
provided for in the preceding paragraphs.

Outdoor Lighting Facilities Charge:

Electric Division Rate Class (cont.) Base Charge Customers
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

Outdoor Lighting Rate (Schedule LS)
(cont.)

Charge
$2.95
3.49
4.42
5.96
7.59

$2.95
3.49
4.42
7.59

$4.19
4.48
4.61
5.01
5.30
6.29

10.05

LED $5.18
5.39
5.82

Lamp Size Rated
(Watts)     (Lumens) (kWh)

Winter Transition
For each lamp size under (a) above per rated kWh per month:

Summer

1,000          47,500 378

1,000          88,000

   100            8,550

385

   250          23,000

All rated kWh per month: $0.04717

1,000         126,000

42
   150          14,400 63

   200          13,400 45

(b) Energy Charge:

(a) Type of fixture

Mercury Vapor or Incandescent    175            7,650 70
   250          10,400 98

   400          22,600

Metal Halide    175            8,300 70

155

   700          33,600 266

   250          14,000 98

378

   400          19,100 155

$0.04232

105
   400          45,000 165

   200          18,900 82

High Pressure Sodium

Electric Division Rate Class (cont.) Base Charge Customers

   100            7,000 24
   150            9,300 31

     50            3,285 22

$0.04413
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

431

This rate schedule is available for gas service to all customers contracting for 
not less than 100 Ccf of maximum daily demand.

279,115Effective meters read on or after January 4, 2016Residential G-1 & G-3

 $10.00 per meter per month

Excess over 100 ccf per month @ $0.496 per ccf, plus the above rates are
subject to adjustment under the provisions of the Purchased Gas
Adjustment Rider.

Service charge:

 Service charge:

First 100 ccf per month @ $0.586 per ccf Commodity charge:

20,800

Minimum bill:

The minimum monthly bill shall be $0.654 for each Ccf of the higher of:

Effective meters read on or after January 4, 2016Small General Service G-7

For 0 to 250 cf meter, $30.00

The above rates are subject to adjustment under the provisions of the
Purchased Gas Adjustment Rider.

Commodity charge:

This rate schedule is available for gas service to all gas customers except
residential.

(2) The daily contract demand, but in no case less than the Service charge
listed above.

(1) The maximum daily demand during the preceding eleven months, or

Effective meters on or after January 4, 2016Large General Service Firm  on-peak        
G-8 and G-9

All gas consumed: $0.531 per Ccf per month, plus

Over 250 to 1,000 cf meter, $55.00
Over 1,000 cf meter, $100.00 per month plus,

$0.251 Ccf per month of contract demand or maximum daily demand
during the twelve (12) months ending with the billing month, whichever is
higher, plus

Demand charge:

Minimum bill:

CustomersBase ChargeGas Division Rate Class

Schedule G-1 is available for domestic use to residential customers in
individual private residences or other individual dwelling units situated within
the corporate limits of the City of Memphis, Tennessee. Schedule G-3 is
available for domestic use to residential customers in individual private
residences or other individual dwelling units situated outside the corporate
limits of the City of Memphis, Tennessee.

$ 10.00 per month, plus
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

(cont.)

First 200,000 Ccf per month @ $0.488 per ccf

18

Minimum bill:

The above rates are subject to adjustment under the provisions of the
Purchased Gas Adjustment Rider.

This rate schedule is available for gas service to all customers contracting for 
not less than 1,500 Ccf of maximum daily demand and providing oil or other 
alternate fuel facilities approved by the Division as being adequate in design
and capacity.

Service charge:

Excess over 200,000 Ccf per month @ $0.389 per Ccf, plus

The minimum bill shall be $0.904 for Ccf of the higher of: (1) the maximum
Daily Demand during the twelve (12) months ending with the billing month,
or (2) the Daily Contract Demand. 

$500.00 per month, plus

Commodity Charge:

The minimum monthly bill shall be $0.350 for each Ccf of the higher of (1)
the maximum daily demand during the twelve months ending with the billing
month, or (2) the daily contract demand, but in no event less than $500.00.

First 200,000 Ccf per month @ $0.458 per Ccf

Excess over 200,000 Ccf per month @ $0.394 per ccf, plus

Effective January 4, 2016

The above rates are subject to adjustment under the provisions of the
Purchased Gas Adjustment Rider.

Commodity Charge:

Minimum bill:

Large General Service Interruptible Off-
peak G-10 and G-12

Gas Division Rate Class Base Charge Customers

Large General Service Firm  on-peak        
G-8 and G-9
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

$7.76
11.20
19.87
44.71
79.48

$10.81
15.54
27.66
62.20

110.57

All water consumed: $2.858 per Ccf per monthCommodity charge:

Customers

177,989

2" meter

1" meter
1-1/2" meter

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:

3/4" meter

Minimum bill:

5/8" meter

All water consumed: $1.836 per Ccf per month

For water furnished to premises entirely within the corporate limits of the
City of Memphis

Effective meters read on or after January 4, 2016

Excess over 6,000 Ccf

18,181Effective meters read on or after January 4, 2016

$0.981 per Ccf
Next 400 Ccf 

Water consumed per month:

$1.514 per Ccf

First 30 Ccf 

Residential – Outside City Rate

5/8" meter

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:

Minimum bill:

Commodity charge:

1" meter
1-1/2" meter

Effective meters read on or after January 4, 2016

Next 70 Ccf
Next 100 Ccf 

$2.341 per Ccf

Commodity charge:

Next 5,400 Ccf
$1.261 per Ccf

General Service – Inside City Rate

For water service to all customers within the corporate limits of the City of
Memphis, except residential customers

$1.022 per Ccf

Water Division Rate Class Base Charge

Residential – Inside City Rate

3/4" meter

For water furnished to premises outside the corporate limits of the City of
Memphis

2" meter

$1.990 per Ccf

22,339
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

(cont.)

$14.87
17.34
29.72
59.46

123.93
247.78
370.53
468.74
566.96

1,174.45
1,638.73
2,253.28

247.78
370.53

$22.73
26.52
45.47
90.00

189.42
378.87
566.19
716.27
866.35

1,794.66
2,504.14
3,440.84

378.87
566.19

5/8" meter
3/4" meter
1" meter

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:

3/4" meter

$2.257 per Ccf
$1.892 per Ccf

First 30 Ccf

$1.485 per Ccf

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:

1-1/2" meter

Battery of 2-2" meters

10" meter
12" meter
14" meter

4" meter

2" meter
3" meter

Commodity charge: Water consumed per month:

For water service to all customers outside the corporate limits of the City of
Memphis, except residential customers

Effective meters read on or after January 4, 2016

Battery of 2-2" meters
Battery of 3-2" meters

General Service – Outside City Rate

Minimum bill:

Battery of 3-2" meters

12" meter

8" meter
6" meter

793

14" meter

Next 100 Ccf
Next 400 Ccf

3" meter
4" meter
6" meter
8" meter
10" meter

$3.517 per Ccf
$2.957 per CcfNext 70 Ccf

5/8" meter

1" meter
1-1/2" meter
2" meter

$1.541 per Ccf
Next 5,400 Ccf
Excess over 6,000 Ccf

Water Division Rate Class (cont.) Base Charge Customers

General Service – Inside City Rate

Minimum bill:
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SCHEDULE OF CURRENT UTILITY RATES
DECEMBER 31, 2016
(Continued)

$10.81
$15.54
$27.66
$62.20

$110.57

Customers

All water consumed $2.858 per Ccf per month

Residential – Shelby County Water 
Distribution System

For water service within the area served by the Shelby County Water
Distribution System at the time of its acquisition on June 30, 1999, for
domestic uses to residential customers in individual private residences or
other individual dwelling places.

For water service within the area served by the Shelby County Water
Distribution System at the time of its acquisition on June 30, 1999, for all
customers except residential customers using service exclusive for domestic
use.

Effective meters read on or after January 4, 2016

Next 400 Ccf
Next 5,400 Ccf

$3.517 per Ccf

$1.541 per Ccf

Monthly rate:

Minimum bill:

1" meter
3/4" meter

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:

609Commercial - Industrial – Shelby County 
Water Distribution System

Water consumed per month:Monthly rate:
First 30 Ccf
Next 70 Ccf
Next 100 Ccf $2.257 per Ccf

Excess over 6000 Ccf

$1.892 per Ccf
$1.485 per Ccf 

Residential customers shall be served through a single meter not larger than
2" in size.

5/8" meter

2" meter
1-1/2" meter

Water Division Rate Class (cont.) Base Charge

Effective meters read on or after January 4, 2016

$2.957 per Ccf

17,652
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$22.73

26.52
45.47
90.90

189.42
378.87
566.19
716.27
866.35

1,794.66
2,504.14
3,440.84

5/8" meter

3/4" meter

Commercial - Industrial – Shelby County 
Water Distribution System

10" meter

Minimum bill:

12" meter
14" meter

2" meter
3" meter
4" meter
6" meter

Water Division Rate Class (cont.) Base Charge Customers

8" meter

1" meter
1-1/2" meter

The minimum monthly bill shall be determined by the size of the meter
installed, as follows:
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NON-REVENUE WATER
FOR THE YEAR ENDED DECEMBER 31, 2016 
(Dollars in Thousands) 
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NON-REVENUE WATER 
DECEMBER 31, 2016 
(Dollars in Thousands)
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SCHEDULE OF INSURANCE
FOR THE YEAR ENDED DECEMBER 31, 2016
(Dollars in Thousands)

Amount of
Coverage

Property 600,000$

Crime 2,500

Excess Insurance for Workers Compensation 2,000
   and Employers Liability

Out of State Automobile Travel 1,000

Travel Accident 1,000

Commercial Automobile 1,000

Leased Rental Equipement 300 per item
1,000 coverage limit

Type of Coverage
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SCHEDULE OF ADDITIONS AND
RETIREMENTS TO UTILITY PLANT
DECEMBER 31, 2016
(Dollars in Thousands)

                                                           
Electric Gas Water
Division Division Division

Utility plant in service, December 31, 2015 1,646,915$ 597,729$ 448,323$      
Additions- Construction 83,211 33,013 23,032          
Additions- Acquisition Adjustment - -                964               
Retirements (17,527) (7,643) (3,104)
Utility plant in service, December 31, 2016 1,712,599$ 623,099$ 469,215$      

Note:  Utility plant in service balances exclude amounts for construction work in process; non-utility land and plant 
equipment; and plant held for future use.
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Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on Audits of Financial Statements Performed in Accordance with

Government Auditing Standards

Independent Auditor's Report
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Summary of Certain Provisions of the Electric System Resolution 
The following briefly summarizes certain terms and provisions of the Master Resolution adopted by 

MLGW on June 20, 2002 and by the City on July 2, 2002; as supplemented by a First Supplemental 
Resolution adopted by MLGW on June 20, 2002 and by the City on July 2, 2002; as amended by the First 
Supplemental Amending Resolution adopted by MLGW on October 16, 2003 and by the City on October 21, 
2003; as supplemented by the Second Supplemental Resolution adopted by MLGW on October 16, 2003 and 
by the City on October 21, 2003; as supplemented by the Third Supplemental Resolution adopted by MLGW 
on May 1, 2008 and by the City on June 3, 2008; as supplemented by the Fourth Supplemental Resolution 
adopted by MLGW on October 15, 2009 and by the City on November 3, 2009, and as ratified and readopted 
by the City on December 1, 2009; as supplemented by the Fifth Supplemental Resolution adopted by the City 
on April 15, 2014, and MLGW on April 8, 2014; and  supplemented by the Sixth Supplemental Resolution 
adopted by MLGW on June 1, 2016 and by the City on July 5, 2016; and as supplemented by the Seventh 
Supplemental Resolution adopted by MLGW on July 19, 2017 and by the City on August 22, 2017 
(collectively, the “Resolution”).  This summary is not a complete explanation of the terms and conditions of 
the Resolution. Investors should refer to the Resolution for a complete statement of the terms, provisions and 
conditions thereof. 

Definitions of Certain Terms 

“Accreted Value” means, with respect to each Compound Interest Bond, the principal amount of 
such Compound Interest Bond, plus, on the date of calculation, the interest accrued thereon to such date 
compounded at the interest rate thereof on each compounding date contained in such Compound Interest 
Bond, and, with respect to any calculation on a date other than a compounding date, the Accreted Value 
means the Accreted Value as of the preceding compounding date plus interest on such amount from such 
compounding date to the date of calculation at a rate equal to the interest rate on such Compound Interest 
Bond. 

“Acquired System” means any other electric system or facility acquired by the City or MLGW 
pursuant to State law. 

“Acts” mean Chapter 34 of Title 7, Chapter 21 of Title 9 and Chapter 10 of Title 12 of the Tennessee 
Code Annotated, as amended. 

“Additional Interest” means, for any period during which any Pledged Bonds are owned by a Credit 
Issuer pursuant to a Credit Facility or Credit Facility Agreement, the amount of interest accrued on such 
Pledged Bonds at the Pledged Bond Rate less the amount of interest which would have accrued during such 
period on an equal principal amount of Bonds at the Bond Rate. 

“Additional Obligations” means Revenue Obligations issued in accordance with and pursuant to the 
Resolution. 

“Annual Budget” means the annual budget of the Board relating to the System (which shall specify 
all costs, obligations, and expenses properly allocable to the System), as amended or supplemented in 
accordance with established procedures of the Board, adopted or in effect for a particular Fiscal Year. 

“Balloon Date” means any Principal Maturity Date or Put Date for Balloon Obligations in a Balloon 
Year. 

“Balloon Obligations” means any Revenue Obligations 25% or more of the original principal 
amount of which (i) is due in any 12-month period or (ii) may, at the option of the holders thereof, be required 
to be redeemed, prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid in any 12-
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month period; provided that, in calculating the principal amount of such Revenue Obligations due or required 
to be redeemed, prepaid, purchased, or otherwise paid in any 12-month period, such principal amount shall be 
reduced to the extent that all or any portion of such amount is required to be redeemed or amortized prior to 
such 12-month period. 

“Balloon Year” means any 12-month period in which more than 25% of the original principal 
amount of related Balloon Obligations mature or are subject to mandatory redemption or could, at the option 
of the holders thereof, be required to be redeemed, prepaid, purchased directly or indirectly by the City or 
MLGW, or otherwise paid. 

“Beneficiaries” means the holders of any Revenue Obligations and the parties to Contracts. 

“Board” means the Board of Light, Gas and Water Commissioners operating as the governing body 
of MLGW. 

“Bond Counsel” means any firm of nationally recognized bond counsel experienced in matters 
relating to tax-exempt financing retained by MLGW. 

“Bondholder” or “holder” means the registered owner or the holder of one or more Revenue 
Obligations. 

“Bond Rate” means the rate of interest per annum payable on specified Revenue Obligations other 
than Pledged Bonds. 

“Bond Register” means the registration books maintained and to be maintained by the Bond 
Registrar. 

“Bond Registrar” means any bank or trust company designated as such by MLGW with respect to 
any of the Bonds. Such Bond Registrar shall perform the duties required of the Bond Registrar in the 
Resolution. 

“Bonds” means any revenue bonds or notes authorized by and authenticated and delivered pursuant 
to the Resolution. 

The term “category” or “category of Revenues” means an objectively definable portion of Revenues 
related to a particular type of service, activity or facility, including the categories of General Revenues, 
Released Revenues and Special Purpose Revenues and subcategories within such categories. A “category of 
Revenues,” unless otherwise determined by MLGW, includes Investment Earnings or other moneys in funds 
or amounts derived from such portion of Revenues. 

“City” means the City of Memphis, Tennessee, a municipal corporation created and existing under 
the laws of the State. 

“Code” means the Internal Revenue Code of 1986, as amended, and any applicable regulations 
thereunder. 

“Commitment,” when used with respect to Balloon Obligations, means a binding written 
commitment from a financial institution, surety, or insurance company to refinance such Balloon Obligations 
on or prior to any Balloon Date thereof, including without limitation any Credit Facility for such Balloon 
Obligations. 
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“Compound Interest Bonds” means Bonds that bear interest which is calculated based on periodic 
compounding, payable only at maturity or earlier redemption. 

“Conduit Bonds” means bonds, notes or other obligations issued by a Conduit Issuer to provide 
proceeds to be loaned by the Conduit Issuer to the City or MLGW pursuant to a Loan Agreement. 

“Conduit Issuer” means a governmental entity or instrumentality of any governmental entity that 
issues Conduit Bonds at the request of MLGW. 

“Consulting Engineer” means (i) an engineering firm or individual engineer employed by MLGW 
with substantial experience in advising utilities similar to the System operated by MLGW as to the 
construction and maintenance of the System and in the projection of relative costs of expansion in the System 
or (ii) an engineer or engineers who are employees of MLGW whose reports or projections are certified by a 
Financial Adviser. 

“Contract Payments Account” means the Contract Payments Account within the Sinking Fund 
established pursuant to the Resolution. 

“Contracts” means all Credit Facility Agreements, including any related Reimbursement 
Obligations, all agreements with respect to Reserve Account Credit Facilities, including any related 
Reimbursement Obligations, all Qualified Hedge Agreements, and any agreement made pursuant to the 
Resolution. 

 “Costs,” with respect to any Project, means the total cost, paid or incurred, to study, plan, design, 
finance, acquire, construct, reconstruct, install or otherwise implement the Project including improvements to 
another Project, and shall include, but shall not be limited to, the following costs and expenses relating to 
such Project and the reimbursement to MLGW for any such items previously paid by MLGW; 

(a) the cost of all lands, real or personal properties, rights, easements and franchises acquired; 

(b) the cost of all financing charges and interest prior to, during construction and after; 

(c) the cost of the acquisition, construction, reconstruction, implementation or installation of any 
Project; 

(d) the cost of engineering, architectural, planning, development, and supervisory services, fiscal 
agents' and legal expenses, plans and specifications, and other expenses necessary or incident to determining 
the feasibility or practicability of any Project, administrative expenses, and such other expenses as may be 
necessary or incident to any financing with proceeds of Revenue Obligations; 

(e) the cost of placing any Project in operation; 

(f) the cost of condemnation of property necessary for construction implementation and operation; 

(g) the costs of issuing any Revenue Obligations to finance or to refinance any Project; 

(h) any other costs which may be incident to any Project prior to completion and implementation; 
and 

(i) interest on the Revenue Obligations during the construction and installation of any Project and for 
up to six (6) months thereafter; and 
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(j) any other costs permitted by the Acts. 

“Council” means the governing body of the City. 

“Credit Facility” means any letter of credit, insurance policy, guaranty, surety bond, standby bond 
purchase agreement, line of credit, revolving credit agreement, or similar obligation, arrangement, or 
instrument issued by a bank, insurance company, or any entity that is used by MLGW to perform one or more 
of the following tasks: (i) enhancing MLGW's credit by assuring owners of any of the Revenue Obligations 
that principal of and interest on such Revenue Obligations will be paid promptly when due; (ii) providing 
liquidity for the owners of Revenue Obligations through undertaking to cause Revenue Obligations to be 
bought from the owners thereof when submitted pursuant to an arrangement prescribed by a Supplemental 
Resolution; or (iii) remarketing any Revenue Obligations so submitted to the Credit Issuer (whether or not the 
same Credit Issuer is remarketing the Revenue Obligations). The term Credit Facility shall not include a 
Reserve Account Credit Facility. 

“Credit Facility Agreement” means an agreement between the City, at the request of MLGW and/or 
MLGW and a Credit Issuer pursuant to which the Credit Issuer issues a Credit Facility and may include a 
related Reimbursement Obligation. The term Credit Facility Agreement shall not include an agreement with 
respect to a Reserve Account Credit Facility. 

“Credit Issuer” means any issuer of a Credit Facility then in effect for all or part of the Revenue 
Obligations. The term Credit Issuer shall not include any Reserve Account Credit Facility Provider. 
Whenever in the Resolution the consent of the Credit Issuer is required, such consent shall only be required 
from the Credit Issuer whose Credit Facility is issued with respect to the Revenue Obligations for which the 
consent is required. 

“Current Interest Bonds” means those Bonds which are not Compound Interest Bonds. 

“Debt Service Requirement” means the total principal and interest coming due, whether at maturity 
or upon mandatory redemption (less any amount of interest that is capitalized and payable with the proceeds 
of debt on deposit with MLGW or any Paying Agent), in any specified period, provided: 

(i) If any Revenue Obligations Outstanding or proposed to be issued shall bear interest at a Variable 
Rate, including Hedged Obligations if the interest thereon calculated as set forth below is expected to vary 
and Revenue Obligations secured by a Credit Facility if the interest thereon calculated as set forth below is 
expected to vary, the interest coming due in any specified future period shall be determined as if the Variable 
Rate in effect at all times during such future period equaled, at the option of MLGW either (1) the average of 
the actual Variable Rates which were in effect (weighted according to the length of the period during which 
each such Variable Rate was in effect) for the most recent 12-month period immediately preceding the date of 
calculation for which such information is available (or shorter period if such information is not available for a 
12-month period), or (2) the current average annual fixed rate of interest on securities of similar quality 
having a similar maturity date as certified by a Financial Adviser. 

(ii) If any Compound Interest Bonds are Outstanding or proposed to be issued, the total principal and 
interest coming due in any specified period shall be determined in accordance with a Supplemental Resolution 
of MLGW authorizing such Compound Interest Bonds. 

(iii) With respect to any Revenue Obligations secured by a Credit Facility, the Debt Service 
Requirement therefor shall include (1) any commission or commitment fee obligations with respect to such 
Credit Facility, (2) the outstanding amount of any Reimbursement Obligation and interest thereon, (3) any 
Additional Interest owed on Pledged Bonds, and (4) any remarketing agent fees; provided if (a) the Credit 
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Facility requires the Credit Issuer to make all interest payments on the Revenue Obligations, (b) the 
Reimbursement Obligation provides for payments by MLGW or the Credit Issuer based on levels of, or 
changes or differences in, interest rates, currency exchange rates, or stock or other indices, and (c) the Credit 
Issuer, upon the execution of the Credit Facility Agreement, would qualify as a Qualified Hedge Provider if 
the Credit Facility Agreement were to be construed as a Hedge Agreement and the related Revenue 
Obligations as Hedged Obligations, then interest on such Revenue Obligations shall be calculated by adding 
(x) the amount of interest payable on such Revenue Obligations pursuant to their terms and (y) the amount of 
payments for interest to be made by the City or MLGW under the Credit Facility Agreement, and subtracting 
(z) the amounts payable by the Credit Issuer to the City or MLGW or as interest on such Revenue Obligations 
as specified in the Credit Facility Agreement; but only to the extent the Credit Issuer is not in default under 
the Credit Facility and if such default has occurred and is continuing, interest on such Revenue Obligations 
shall be calculated as if there were no Credit Facility. In determining the amounts described in this paragraph 
for any future period, MLGW (A) may assume that any Credit Facility presently in effect will remain in effect 
even if such Credit Facility has an expiration date prior to the maturity of the related Revenue Obligations and 
(B) may assume that the current payments relating to the Credit Facility will remain in effect or may estimate 
such payments in the future provided that MLGW obtains a certificate from a Financial Adviser that such 
estimates are reasonable. 

(iv) With respect to any Hedged Obligations, the interest on such Hedged Obligations during any 
Hedge Period and for so long as the provider of the related Hedge Agreement has not defaulted on its 
payment obligations thereunder shall be calculated by adding (x) the amount of interest payable by the City or 
MLGW on such Hedged Obligations pursuant to their terms and (y) the amount of Hedge Payments payable 
by the City or MLGW under the related Hedge Agreement and subtracting (z) the amount of Hedge Receipts 
payable by the provider of the related Hedge Agreement at the rate specified in the related Hedge Agreement; 
provided, however, that to the extent that the provider of any Hedge Agreement is in default thereunder, the 
amount of interest payable by the City or MLGW on the related Hedged Obligations shall be the interest 
calculated as if such Hedge Agreement had not been executed. In determining the amount of Hedge Payments 
or Hedge Receipts that are not fixed throughout the Hedge Period (i.e., which are variable), payable or 
receivable for any future period, such Hedge Payments or Hedge Receipts for any period of calculation (the 
“Determination Period”) shall be computed by assuming that the variables comprising the calculation (e.g., 
indices) applicable to the Determination Period are equal to the average of the actual variables which were in 
effect (weighted according to the length of the period during which each such variable was in effect) for the 
most recent 12- month period immediately preceding the date of calculation for which such information is 
available (or shorter period if such information is not available for a 12-month period). 

(v) For the purpose of calculating the Debt Service Requirement on Balloon Obligations (1) which 
are subject to a Commitment or (2) which do not have a Balloon Year commencing within 12 months from 
the date of calculation or (3) which are issued in anticipation of the issuance of Bonds that are not Balloon 
Obligations, at the option of MLGW, the actual principal and interest on such Balloon Obligations shall be 
included in the Debt Service Requirement, subject to the other assumptions contained therein, or such Balloon 
Obligations shall be assumed to be amortized in substantially equal annual amounts to be paid for principal 
and interest over an assumed amortization period of 20 years at an assumed interest rate (which shall be the 
interest rate certified by a Financial Adviser to be the interest rate at which MLGW could reasonably expect 
to borrow the same amount by issuing Bonds with the same priority of lien as such Balloon Obligations and 
with a 20-year term); provided, however, that if the maturity of such Balloon Obligations (taking into account 
the term of any Commitment) is in excess of 20 years from the date of issuance, then such Balloon 
Obligations shall be assumed to be amortized in substantially equal annual amounts to be paid for principal 
and interest over an assumed amortization period of years equal to the number of years from the date of 
issuance of such Balloon Obligations to maturity (including the Commitment) and at the interest rate 
applicable to such Balloon Obligations. For the purpose of calculating the Debt Service Requirement on 
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Balloon Obligations not described in the preceding sentence, the principal payable on such Bonds during the 
Balloon Year shall be calculated as if paid on the Balloon Date. 

(vi) The principal of and interest on Revenue Obligations, amounts for interest under a Credit Facility 
and Hedge Payments shall be excluded from the determination of Debt Service Requirement to the extent that 
the same were or are expected to be paid with amounts on deposit on the date of calculation (or proceeds of 
Revenue Obligations to be deposited on the date of issuance of proposed Revenue Obligations) in a fund 
under the Resolution. 

(vii) With respect to a Revenue Obligation that is a Loan Agreement, the Debt Service 
Requirement shall be calculated in a manner consistent with the calculation of the Debt Service Requirement 
on other Revenue Obligations and shall include payments under the Loan Agreement which consist of 
principal, interest, payments made in connection with a Hedge Agreement entered into by a Conduit Issuer in 
connection with the Conduit Bonds, fees and expenses of any letter of credit, insurance policy, guaranty, 
surety bond, standby bond purchase agreement, line of credit, revolving credit agreement, remarketing 
agreement, legal fees and expenses, trustee fees, fees and expenses of the Conduit Issuer, fees and expenses of 
any administration, rating agency fees, rebate and similar obligations of the Conduit Issuer with respect to the 
Conduit Bonds, but excluding any Termination Payments to be made in connection with a Hedge Agreement 
entered into by a Conduit Issuer. 

“Debt Service Reserve Account” means the Debt Service Reserve Account within the Sinking Fund 
established in the Resolution. 

“Debt Service Reserve Requirement” means an amount determined from time to time by MLGW as 
a reasonable reserve, if any, for the payment of principal of and interest on Revenue Obligations for which a 
subaccount in the Debt Service Reserve Account is created or added to pursuant to a Supplemental 
Resolution. 

“Defeasance Obligations” means Government Obligations and such other investments that are from 
time to time permitted by applicable law to be used by the City or MLGW to provide for the payment of 
Revenue Obligations in connection with the refunding of such Revenue Obligations. 

“Depository” means any depository of a fund established under the Resolution selected in the 
discretion of MLGW. 

“Division” or “MLGW” means the Memphis Light, Gas and Water Division of the City of Memphis, 
a division of the City of Memphis, established pursuant to Chapter 381 of the 1939 Private Acts of Tennessee, 
as amended. 

“DTC” means The Depository Trust Company, New York, New York, or its nominee, or its 
successors and assigns, or any other depository performing similar functions under the Resolution. 

“Financial Adviser” means an investment banking or financial advisory firm, commercial bank, or 
any other Person who or which is retained by MLGW for the purpose of passing on questions relating to the 
availability and terms of specified types of Revenue Obligations or the financial condition or operation of the 
System and is actively engaged in and, in the good faith opinion of MLGW, has a favorable reputation for 
skill and experience in providing financial advisory services of the type with respect to which the Financial 
Adviser has been retained. 
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“Fiscal Year” means the 12-month period used by MLGW for its general accounting purposes, as it 
may be changed from time to time. The Fiscal Year at the time the Resolution was adopted began on January 
1, and ended on December 31. 

“Forecast Period” means a period beginning with the first Fiscal Year beginning after the later of (i) 
the Fiscal Year in which any proposed Additional Obligations are to be issued or (ii) the Fiscal Year in which 
any Project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of 
MLGW, expected to be completed and ending on the last day of the fifth (5th) Fiscal Year thereafter. 

“General Revenue Account” means the General Revenue Account within the Revenue Fund 
established by the Resolution. 

“General Revenue Obligations” means Revenue Obligations secured by a Senior Lien on General 
Revenues. 

“General Revenue Facilities” means the System, but not including all Special Purpose Facilities and 
Released Revenue Facilities 

“General Revenues” means all Revenues other than Released Revenues and Special Revenues. 

“Governing Body” means the Board. 

“Government Obligations” means (i) direct obligations of the United States of America for the full 
and timely payment of which the full faith and credit of the United States of America is pledged, or (ii) 
obligations issued by a person controlled or supervised by and acting as an instrumentality of the United 
States of America, the full and timely payment of the principal of and the interest on which is fully and 
unconditionally guaranteed as a full faith and credit obligation of the United States of America (including any 
securities described in (i) or (ii) issued or held in book-entry form on the books of the Department of the 
Treasury of the United States of America), which obligations, in either case, (y) are not subject to redemption 
or prepayment prior to maturity except at the option of the holder of such obligations and (z) may include 
U.S. Treasury Trust Receipts. 

“Hedge Agreement” means, without limitation, (i) any contract known as or referred to or which 
performs the function of an interest rate swap agreement, currency swap agreement, forward payment 
conversion agreement, or futures contract; (ii) any contract providing for payments based on levels of, or 
changes or differences in. interest rates, currency exchange rates, or stock or other indices; (iii) any contract to 
exchange cash flows or payments or series of payments; (iv) any type of contract called, or designed to 
perform the function of, interest rate floors, collars, or caps, options, puts, or calls, to hedge or minimize any 
type of financial risk, including, without limitation, payment, currency, rate, or other financial risk; and (v) 
any other type of contract or arrangement that MLGW determines is to be used, or is intended to be used, to 
manage or reduce the cost of any Revenue Obligations, to convert any element of any Revenue Obligations 
from one form to another, to maximize or increase investment return, to minimize investment return risk, or to 
protect against any type of financial risk or uncertainty. 

“Hedge Payments” means amounts payable by the City or MLGW pursuant to any Hedge 
Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

“Hedge Payments Account” means the Hedge Payments Account within the Sinking Fund 
established pursuant to the Resolution. 

 “Hedge Period” means the period during which a Hedge Agreement is in effect. 
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“Hedge Receipts” means amounts payable by any provider of a Hedge Agreement pursuant to such 
Hedge Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

“Hedged Obligations” means any Revenue Obligations for which the City or MLGW shall have 
entered into a Qualified Hedge Agreement. 

“Independent Certified Public Accountant” means a certified public accountant, or a firm of 
certified public accountants, who or which are “independent” as that term is defined in Rule 101 and related 
interpretations of the Code of Professional Ethics of the American Institute of Certified Public Accountants, 
of recognized standing, who or which does not devote their full time to MLGW (but who or which may be 
regularly retained by MLGW). 

“Interest Payment Date” means each date on which interest is to become due on any Revenue 
Obligations, as established in a Supplemental Resolution for such Revenue Obligations. 

“Interest Account” means the Interest Account within the Sinking Fund established pursuant to the 
Resolution. 

“Investment Earnings” means all interest received on and profits derived from investments made 
with Revenues or any other moneys in the funds and accounts established under the Resolution. 

“Loan Agreement” means any agreement or contract entered into by the City or MLGW whereby 
another governmental entity or instrumentality of a governmental entity agrees to advance funds to the City or 
MLGW and the City or MLGW agrees to repay those funds with interest and all costs associated with the 
Loan Agreement and any bonds, notes or other obligations issued to fund the Loan Agreement. 

“Master Resolution” means the Master Resolution adopted by MLGW on June 20, 2002 and by the 
City Council of the City of Memphis, Tennessee (the “City”) on July 2, 2002, as amended by the First 
Supplemental Amending Resolution adopted by MLGW on October 16, 2003 and by the City on October 21, 
2003, and as further amended from time to time. 

“Net Revenues” means, for each category of Revenues, Revenues net of related Operating Expenses. 

“Operating Expenses” means the current costs and expenses of MLGW for operation, maintenance 
and repair applicable to the System, salaries and wages, employees' health, hospitalization, pension and 
retirement expenses, fees for services, materials and supplies, rents, administrative and general expenses 
(including legal, engineering, accounting and financial advisory fees and expenses and costs of other 
consulting or technical services not funded with proceeds of Revenue Obligations), insurance expenses, taxes 
and other governmental charges, the imposition or amount of which is not subject to control of MLGW or the 
City, any payments made by MLGW during any fiscal year to purchase electrical power for distribution and 
sale during or after the end of that fiscal year, and other payments made under any electrical power supply 
contract or commodity swap or other hedging mechanism to the extent not inconsistent with generally 
accepted accounting principles. Operating Expenses do not include depreciation or obsolescence charges or 
reserves therefor, charges relating to any prepayment for the purchase of electricity made directly by MLGW, 
amortization of intangibles or other bookkeeping entries of a similar nature, on Revenue Obligations or 
Contracts of MLGW or the City, on behalf of MLGW, payable from Net Revenues of the System, costs or 
charges made therefor, capital additions, replacements, betterments, extensions or improvements to or 
retirement from the System which under generally accepted accounting principles are properly chargeable to 
the capital account or the reserve for depreciation, or payment in lieu of taxes or otherwise to the City or any 
political subdivision or public body, and do not include losses from the sale, abandonment, reclassification, 
revaluation or other disposition of any properties of the System, nor such property items, including taxes and 
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fuels, which are capitalized pursuant to the then existing accounting practices of the Board or expenses of an 
Acquired System if revenues of the Acquired System are not included in Revenues at the election of MLGW. 

“Other System Obligations” means obligations of any kind, including but not limited to, revenue 
bonds, capital leases. Hedge Agreements which are not Qualified Hedge Agreements, installment purchase 
agreements, or notes (but excluding Revenue Obligations and Contracts), incurred or issued by MLGW to 
finance or refinance the cost of acquiring, constructing, reconstructing, improving, bettering, or extending any 
part of the System or any other cost relating to the System, which do not have a lien on any category of 
Revenues. 

“Outstanding” means, when used in reference to the Revenue Obligations, all Revenue Obligations 
that have been duly authenticated and/or delivered under the Resolution, with the exception of (a) Revenue 
Obligations in lieu of which other Revenue Obligations have been issued under agreement to replace lost, 
mutilated, stolen, or destroyed obligations, (b) Bonds surrendered by the owners in exchange for other Bonds 
under the Resolution, and (c) Revenue Obligations for the payment of which provision has been made in 
accordance with Article IX of the Resolution. In determining the amount of Compound interest Bonds 
Outstanding under the Resolution, the Accreted Value of such Compound Interest Bonds at the time of 
determination shall be used.  

The term “parity” or “parity secured” when applied to two or more series of Revenue Obligations 
means each such Revenue Obligation has a lien of equal rank on the same category of Revenues. 

“Paying Agent” means a bank, trust company, or any other Person designated as such by MLGW 
with respect to the Revenue Obligations issued hereunder and authorized to pay the principal of, premium, if 
any, or interest on such Revenue Obligations on behalf of MLGW. Such Paying Agent shall perform the 
duties required of the Paying Agent in the Resolution and any Supplemental Resolution authorizing Revenue 
Obligations. MLGW may designate itself as Paying Agent with respect to any Revenue Obligations; 
provided, however, if an Event of Default has occurred and is ongoing hereunder, then any Bondholder of 
Revenue Obligations to which the Event of Default relates may petition a court of competent jurisdiction for 
appointment of a replacement Paying Agent. 

“Permitted Investments” means obligations selected by MLGW in which MLGW is permitted to 
invest moneys pursuant to applicable law. 

“Person” or “person” means any individual, corporation, partnership, limited liability company, joint 
venture, association, joint stock company, trust, unincorporated organization, body, government, or agency or 
political subdivision thereof. 

“Pledged Bond” means any Revenue Obligation purchased and held by a Credit Issuer pursuant to a 
Credit Facility Agreement. A Revenue Obligation shall be deemed a Pledged Bond only for the actual period 
during which such Revenue Obligation is owned by a Credit Issuer pursuant to a Credit Facility Agreement. 

“Pledged Bond Rate” means the rate of interest payable on Pledged Bonds, as may be provided in a 
Credit Facility or Credit Facility Agreement. 

“Pledged Revenues” means all Net Revenues and all moneys paid or required to be paid into, and all 
moneys and securities on deposit from time to time in, the funds and accounts specified in the Resolution, but 
excluding (i) amounts in the Revenue Fund required to be used to pay Operating Expenses and (ii) any 
amounts required in the Resolution to be set aside pending, or used for, rebate to the United States 
government pursuant to Section 148(f) of the Code, including, but not limited to, amounts in the Rebate Fund. 
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“President and CEO” means the individual appointed by the Mayor, confirmed by the Council, as 
the chief executive officer of MLGW. 

The term “principal” means the principal amount of any Revenue Obligations and includes the 
Accreted Value of any Compound Interest Bonds. All references to principal shall be construed as if they 
were also references to Accreted Value with respect to Compound Interest Bonds. 

“Principal Account” means the Principal Account within the Sinking Fund established pursuant to 
the Resolution. 

“Principal Maturity Date” means each date on which principal is to become due on any Revenue 
Obligations, by maturity or mandatory sinking fund redemption, as established in a Supplemental Resolution 
for such Revenue Obligations. 

“Project” means the construction of improvements and extensions to and the equipping of 
improvements to the System, in whole or in part, and the acquisition of all property, real and personal, related 
thereto, with the proceeds of any Revenue Obligations. 
 

“Project Fund” means MLGW’s Electric System Project Fund established in the Resolution.   

“Put Date” means any date on which a holder may elect to have Balloon Obligations redeemed, 
prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid. 

 “Qualified Hedge Agreement” means any Hedge Agreement with a Qualified Hedge Provider.  

“Qualified Hedge Provider” means an entity whose senior unsecured long term obligations, 
financial program rating, counterparty rating, or claims paying ability, or whose payment obligations under 
the related Hedge Agreement are absolutely and unconditionally guaranteed or insured or collateralized by an 
entity whose senior unsecured long term obligations, financial program rating, counterparty rating, or claims 
paying ability, are rated either (i) at least as high as the second highest Rating category of each Rating Agency 
(ignoring any gradations within a Rating category), but, if there is no Credit Facility with respect to the 
related Hedged Obligations, in no event lower than any Rating on the related Hedged Obligations at the time 
of execution of the Hedge Agreement, or (ii) in any such lower Rating categories which each Rating Agency 
indicates in writing to MLGW will not, by itself, result in a reduction or withdrawal of its Rating on the 
related Hedged Obligations that is in effect prior to entering into the Hedge Agreement. An entity's status as a 
“Qualified Hedge Provider” is determined only at the time MLGW or the City, at the direction of MLGW, 
enters into a Hedge Agreement with such entity and will not be redetermined with respect to that Hedge 
Agreement. 

“Rating” means a rating in one of the categories by a Rating Agency, disregarding pluses, minuses, 
and numerical gradations. 

“Rating Agencies” or “Rating Agency” means Fitch, Moody's, and Standard & Poor's or any 
successors thereto and any other nationally recognized credit rating agency then maintaining a rating on any 
Revenue Obligations at the request of MLGW. If at any time a particular Rating Agency does not have a 
rating outstanding with respect to the relevant Revenue Obligations, then a reference to Rating Agency or 
Rating Agencies shall not include such Rating Agency. 

“Rebate Fund” means the Rebate Fund, established pursuant to the Resolution. 
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“Record Date” means any record date designated in a Supplemental Resolution for any Revenue 
Obligations. 

“Reimbursement Obligation” means the obligation of the Board or of the City, on behalf of the 
Board, to directly reimburse any Credit Issuer for amounts paid by such Credit Issuer under a Credit Facility, 
whether or not such obligation to so reimburse is evidenced by a promissory note or other similar instrument. 
The term Reimbursement Obligation includes obligations pursuant to a Credit Facility Agreement either to 
make payments for interest based on levels of, or changes or differences in, interest rates, currency exchange 
rates, or stock or other indices, in return for the Credit Issuer's fixed obligations under the Credit Facility or to 
make fixed payments for interest in return for the Credit Issuer's payments based on such variables. 

The term “related” means, when used to refer to Revenue Obligations, subaccounts, category of 
Revenues or liens, the item modified by such term has a definite relationship to the subject as described in the 
Resolution. The term “related” means, when used to refer to Operating Expenses, (i) for Released Revenue 
Obligations or Released Revenues, Operating Expenses with respect to Released Revenue Facilities, (ii) for 
Special Purpose Revenue Obligations or Special Purpose Revenues, Operating Expenses with respect to 
Special Purpose Facilities, and (iii) for General Revenue Obligations or General Revenues, all Operating 
Expenses of the System less Operating Expenses with respect to Related Revenue Facilities and Special 
Purpose Facilities. 

“Released Revenue Account” means the Released Revenue Account within the Revenue Fund 
established pursuant to the Resolution. 

“Released Revenue Facilities” means the portion of the System with respect to which Released 
Revenues arise or from which they are generated. 

“Released Revenue Obligations” means Revenue Obligations secured by a Senior Lien on one or 
more categories of Released Revenues. 

“Released Revenues” mean particular categories of Revenues which would otherwise be General 
Revenues, but have been identified by MLGW in accordance with the Resolution as not constituting General 
Revenues. 

“Resolution” means the Master Resolution as it may from time to time be modified, supplemented, or 
amended by Supplemental Resolutions.  

“Revenue Obligations” means any revenue bonds, notes or other obligations authorized by and 
authenticated and delivered or any loan agreement executed and delivered pursuant to the Resolution. 

“Revenues” means (i) all revenues, rentals, income, receipts, accounts receivable and money derived 
from the ownership and operation of the System, received by MLGW, Investment Earnings and all other 
income earned and accreted from, and deferred gain from, securities and other investments and amounts 
earned on amounts deposited in funds and accounts under the Resolution or otherwise maintained with respect 
to the System, computed in accordance with generally accepted accounting principles (excluding any 
investment earnings from construction or improvement funds created for the deposit of Revenue Obligation 
proceeds pending use, to the extent such income is applied to the purposes for which the Revenue Obligations 
were issued, and funds created to refund any outstanding obligations payable from Revenues of the System), 
and (ii) all gifts, grants, reimbursements or payments received from governmental units or public agencies for 
the benefit of the System which are (y) not restricted by law or the payor to application for a particular 
purpose and (z) otherwise lawfully available for payment of Revenue Obligations or Contracts. The term 
“Revenues” also does not include:  (a) proceeds of insurance so long as such proceeds are to be paid to a party 
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separate from MLGW, in respect of a liability or are to be used to repair or replace portions of the System; 
(b) extraordinary gains from the sale of assets or similar one-time sources of income; and (c) amounts 
resulting from any prepayment for the purchase of electricity by MLGW which would be treated as other 
income in accordance with generally accepted accounting principles. 

“Senior Lien” means a lien on one or more categories of Revenues that entitles the Beneficiaries of 
such lien to have a claim on such Revenues prior to any other Person and ahead of the use of such Revenues 
for any purpose other than payment of Operating Expenses; provided one or more series of Revenue 
Obligations, Contracts and related Beneficiaries may have parity Senior Liens on the same categories of 
Revenues pursuant to the terms of the Resolution. 

“Senior Lien Revenue Obligations” means General Revenue Obligations and Released Revenue 
Obligations but not Subordinate Lien Obligations provided “Senior Lien Obligations” also includes 
Additional Senior Lien Obligations issued in compliance with the provisions of the Resolution and 
obligations secured by a Senior Lien pursuant to the Resolution. 

“Series 2017 Bonds” means not to exceed $90,000,000 Electric System Revenue Bonds, Series 2017 
of the City, to be dated the date of issuance. 

“Sinking Fund” means the Sinking Fund established pursuant to the Resolution. 

“Special Purpose Facilities” means facilities which (i) will not result, upon completion or 
acquisition, in a material reduction in Net General Revenues in the judgment of the Board of MLGW, (ii) will 
not be of such a type or design that the subsequent closing thereof will materially impair the general 
operations of the System and (iii) the Board has designated in a Supplemental Resolution, as “Special Purpose 
Facilities” and may include an Acquired System. 

“Special Purpose Revenues” means Revenues arising from or generated by one or more Special 
Purpose Facilities. At the election of MLGW, Special Purpose Revenues shall include all fees, notes, rates, 
charges and income received from an Acquired System. 

“Special Purpose Revenue Account” means the Special Purpose Revenue Account within the 
Revenue Fund established pursuant to the Resolution. 

“Special Purpose Revenue Obligations” means Obligations secured by a Senior Lien on Special 
Purpose Revenues. 

“Subordinate Lien” means a lien on one or more categories of Revenues which is not a Senior Lien. 

“State” means the State of Tennessee. 

“Subordinate Lien Obligations” means Revenue Obligations which only have a Subordinate Lien 
and obligations secured by a Subordinate Lien pursuant to the Resolution. 

“Supplemental Resolution” means a resolution supplemental to the Master Resolution (which itself 
may be supplemented by one or more resolutions) to be adopted prior to and authorizing the issuance and 
delivery of any series of Revenue Obligations. Such a resolution as supplemented shall establish, or shall 
establish a method or procedure for establishing, the date or dates of the pertinent series of Revenue 
Obligations, the schedule of maturities of such Revenue Obligations, whether any such Revenue Obligations 
will be Compound Interest Bonds, the rate or rates of interest to be borne thereby (or a range thereof), whether 
fixed or variable, the interest payment dates for such Revenue Obligations, the terms and conditions, if any, 
under which such Revenue Obligations may be made subject to redemption (mandatory or optional) prior to 
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maturity, the form of such Revenue Obligations, the liens relating to such Revenue Obligations, the Contracts, 
if any, relating to such Revenue Obligations, and such other details as MLGW may determine. 

“System” means the complete electrical system and facilities of MLGW including, without limitation, 
all electric distribution, generation and transmission facilities of MLGW, together with all electric system 
properties of every nature hereafter owned by MLGW, including all improvements and extensions made by 
MLGW while the Revenue Obligations remain outstanding, and including all real and personal property of 
every nature comprising part of or used or useful in connection with the electric system, all administrative and 
operational support facilities, and including all appurtenances, contracts, leases, franchises and other 
intangibles; provided, however, at the election of MLGW, an Acquired System may be included within the 
System as defined therein and become a part thereof or, at the election of MLGW, not become a part of the 
System but be operated as a separate and independent system by MLGW with the continuing right, upon the 
election of MLGW, to incorporate such separately Acquired System within the System. 

“Tax-Exempt Bonds” means any Revenue Obligations the interest on which has been determined, in 
an unqualified opinion of Bond Counsel, to be excludable from the gross income of the owners thereof for 
federal income tax purposes. 

“Termination Payments” means an amount payable by MLGW or the City on behalf of MLGW or a 
Qualified Hedge Provider upon termination of a Hedge Agreement and similar payments made by a Conduit 
Issuer under a Loan Agreement. 

“Variable Rate” means a rate of interest applicable to the Revenue Obligations, other than a fixed 
rate of interest which applies to a particular maturity of Revenue Obligations so long as that maturity of 
Revenue Obligations remains Outstanding. 

Pledged Revenues and Flow of Funds 

Pledge of Revenues: Limited Obligations; Contract Liens 

(a) All Pledged Revenues shall be and are hereby pledged to the prompt payment of the principal of, 
premium, if any, and interest on the Revenue Obligations, obligations treated as Senior Lien Revenue 
Obligations or Subordinate Lien Obligations pursuant to the Resolution and the obligations under the 
Contracts; provided: 

(1) General Revenues shall secure only (A) General Revenue Obligations, (B) Subordinate 
Lien Obligations which have a lien on General Revenues, and (C) any Contracts with respect to such 
General Revenue Obligations; 

(2) Released Revenues shall secure only (A) the related Released Revenue Obligations, (B) 
Subordinate Lien Obligations which have a lien on any related Released Revenues, (C) any Contracts 
with respect to such Released Revenue Obligations, and (D) separate agreements pursuant to the 
provisions of the Resolution; 

(3) Special Purpose Revenues shall secure only (A) the related Special Purpose Revenue 
Obligations, (B) Subordinate Lien Obligations which have a lien on any related Special Purpose 
Revenues, and (C) any Contracts with respect to such Special Purpose Revenue Obligations; and 

(4) A Contract may have a Senior Lien or a Subordinate Lien on a related category of 
Revenues, or no lien at all on Revenues, but (A) no Contract shall have a lien on Revenues that is 
senior to the lien on the category of Revenues securing the Revenue Obligations related to the 
Contract, and (B) the lien of the Contract shall be on parity with the lien of the related Revenue 



 

F-14 
 

Obligations only to the extent the payment of principal of, premium, if any, and interest on such 
Revenue Obligations is made through such Contract as evidenced by Reimbursement Obligations or 
through a Qualified Hedge; provided other amounts due on a Contract may be secured by a lien 
ranking immediately thereafter with the effect set forth in the Resolution. 

Pledged Revenues shall immediately be subject to the lien of this pledge for the benefit of the 
Beneficiaries without any physical delivery thereof or further act, and the lien of this pledge shall be valid and 
binding against MLGW and the City and against all other persons having claims against MLGW and the City, 
whether such claims shall have arisen in tort, contract, or otherwise, and regardless of whether such persons 
have notice of the lien of this pledge. This pledge shall rank superior to all other pledges which may hereafter 
be made of any Pledged Revenues. The lien of this pledge does not secure any obligation of MLGW other 
than the Revenue Obligations, obligations treated as Senior Lien Revenue Obligations or Subordinate Lien 
Obligations pursuant to the Resolution and the Contracts. 

(b) The Revenue Obligations and related Contracts shall be limited obligations of the City and 
MLGW as provided therein payable solely from the particular Revenues pledged thereto. The Revenue 
Obligations and the interest thereon and related Contracts shall not constitute a debt of any municipality, the 
State, or any political subdivision thereof other than the City and MLGW and shall not constitute an 
indebtedness within the meaning of any constitutional or statutory provision whatsoever. The City has no 
obligation to levy any taxes to pay the Revenue Obligations or the Contracts. Neither the members of the 
Governing Body nor any person executing the Revenue Obligations shall be liable personally on the Revenue 
Obligations by reason of the issuance thereof or on the Contracts by reason of the execution thereof. 

(c) Other System Obligations (other than obligations treated as Senior Lien Revenue Obligations or 
Subordinate Lien Obligations pursuant to the Resolution) are not secured by a lien on any category of 
Revenues, but such obligations, prior to an Event of Default, may be paid from Revenues as described in the 
Resolution. 

Funds, Accounts, and Subaccounts 

The following funds, accounts, and subaccounts are established under the Master Resolution, and the 
moneys deposited in such funds, accounts, and subaccounts shall be held in trust for the purposes set forth in 
the Master Resolution: 

(a) Electric System Revenue Fund, to be held by MLGW, and within the Revenue Fund: 

(1) General Revenue Account. 

(2) Released Revenue Account. 

(3) Special Purpose Revenue Account. 

(b) Electric System Sinking Fund, to be held by MLGW, and within the Sinking Fund: 

(1) Interest Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues. 

(2) Hedge Payments Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series share exactly the same lien status on the same categories of Revenues 
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and are secured in parity by the same or identical Qualified Hedge Agreements with the same 
provider. 

(3) Contract Payments Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues and are secured in parity by the same or identical Contracts with the same 
provider. 

(4) Principal Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues. 

(5) Loan Repayment Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
category of Revenues. 

(6) Debt Service Reserve Account, with a subaccount for each series of Revenue Obligations 
which has a Debt Service Reserve Requirement; provided a subaccount therein may be utilized for 
more than one series of Revenue Obligations if all such series of Revenue Obligations are specified 
in the related Supplemental Resolutions to share a pledge of such account and have a combined Debt 
Service Reserve Requirement. 

(c) Electric System Renewal and Extension Fund, if one is created by MLGW, to be held by MLGW. 

(d) Electric System Rebate Fund, to be held by MLGW. 

(e) Electric System Project Fund, to be held by MLGW. 

Each account listed above shall be held within the fund under which it is created. Each subaccount 
listed above shall be held within the account under which it is created. MLGW reserves the right, in its sole 
discretion, to create additional subaccounts or to abolish any subaccounts within any account from time to 
time. 

Revenue Fund 

All Revenues shall be deposited to the Revenue Fund established under the Resolution from time to 
time as and when received. The amounts deposited shall be immediately allocated to the account within the 
Revenue Fund designated therefor: General Revenues other than Special Purpose Revenues and Released 
Revenues to the General Revenue Account; Released Revenues to the Released Revenue Account; and 
Special Purpose Revenues to the Special Purpose Revenue Account. Moneys in the Revenue Fund shall be 
applied from time to time to the following purposes and, prior to the occurrence and continuation of an Event 
of Default, in the order of priority determined by MLGW, in its sole discretion; (a) to pay Operating 
Expenses; (b) to deposit into the Sinking Fund the amounts required by the Resolution; (c) to deposit into the 
Debt Service Reserve Account the amounts required by of the Resolution; (d) to deposit into the Rebate Fund 
the amounts required by the Resolution; (e) to pay to any party to a Contract the amounts due thereon, 
including Additional Interest, continuing commission or commitment fees, remarketing agent fees and 
repayment of amounts equivalent to principal on related Bonds; (f) to pay any amounts required to be paid 
with respect to any Other System Obligations; (g) for transfer to the Renewal and Extension Fund, if any; and 
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(h) for any other lawful purpose; provided the following strictures shall be applicable for purposes of such use 
of funds: 

(1) For Operating Expenses, (A) amounts in the Released Revenue Account shall be used 
only for Operating Expenses of Released Revenue Facilities, (B) amounts in the Special Purpose 
Revenue Account shall be used for Operating Expenses of Special Purpose Revenue Facilities, and 
(C) Operating Expenses related to General Revenues shall be paid first from amounts in the General 
Revenue Account; 

(2) For deposits to the Sinking Fund, the Debt Service Reserve Account or the Rebate Fund, 
(A) amounts in the Released Revenue Account shall be used only for deposits to subaccounts relating 
to Revenue Obligations which have a lien on any Released Revenues or for other purposes pursuant 
to the Resolution, (B) amounts in the Special Purpose Revenue Account shall be for deposits to 
subaccounts relating to Revenue Obligations having a lien on Special Purpose Revenues, and (C) 
deposits to subaccounts relating to Revenue Obligations which have a lien on General Revenues shall 
be made first from amounts in the General Revenue Account; 

(3) For any payments on a Contract, amounts may be drawn only from the account or 
accounts relating to the revenues securing the Revenue Obligations related to such Contract, only in 
accordance with the strictures of (2) and, unless otherwise provided in the related Supplemental 
Resolution because a Credit Facility is intended to be drawn on for payments on Revenue 
Obligations, only after all payments then due with respect to the related Revenue Obligations have 
been made; 

(4) For any payments with respect to any Other System Obligations, (A) if such Other 
System Obligations relate to Released Revenue Facilities, then from the Released Revenue Account; 
(B) if such Other System Obligations relate to Special Purpose Revenue Facilities, from the Special 
Purpose Revenue Account, and (C) otherwise, first from the General Revenue Account; 

(5) No payments may be made to a subaccount of the Sinking Fund related to Subordinate 
Lien Obligations unless all required payments have been made to other subaccounts with respect to 
Revenue Obligations, or Contracts related to Revenue Obligations, which have a lien on a category of 
Revenues ahead of or in parity with the lien of such Subordinate Lien Obligations and no payments 
may be made with respect to any Other System Obligations unless all required payments have been 
made to each subaccount with respect to Revenue Obligations and on all Contracts; provided if 
required by the terms thereof, obligations treated as Senior Lien Revenue Obligations or Subordinate 
Lien Obligations pursuant to the Resolution shall be paid with the other Senior Lien Revenue 
Obligations or Subordinate Lien Obligations; 

(6) If at any time the amounts in any subaccount of the Sinking Fund are less than the 
amounts required by the Resolution, and there are not on deposit in any Renewal and Extension Fund 
available moneys sufficient to cure any such deficiency, then MLGW shall withdraw from 
subaccounts related to Subordinate Lien Obligations (taking such amounts first from subaccounts 
related to Subordinate Lien Obligations, pro rata,) and deposit in such subaccount of the Sinking 
Fund, as the case may be, the amount necessary (or all the moneys in such funds and accounts, if less 
than the amount required) to make up such deficiency. 

Sinking Fund 

(a) General. Sufficient moneys shall be paid in periodic installments from the Revenue Fund into the 
Interest Account, the Hedge Payments Account, the Principal Account and the Loan Repayment Account for 
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the purpose of paying the Revenue Obligations as they become due and payable and for the purpose of 
making payments under Contracts. 

(b) Interest Account. Unless otherwise provided in a Supplemental Resolution, on or before each 
Interest Payment Date for a series of Revenue Obligations, MLGW shall deposit in the related subaccount of 
the Interest Account an amount which, together with any other moneys already on deposit therein and 
available to make such payment, is not less than the interest (excluding Additional Interest) coming due on 
such Revenue Obligations on such Interest Payment Date. Moneys in the related subaccount of the Interest 
Account shall be used solely to pay interest (excluding Additional Interest) on the Revenue Obligations when 
due or to pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all interest 
payments on the Revenue Obligations. MLGW shall also deposit and continue to deposit all Hedge Receipts 
under related Qualified Hedge Agreements and any payments from a Credit Issuer under a Credit Facility 
Agreement in the related subaccount of the Interest Account from time to time as and when received. 

(c) Hedge Payments Account and Contract Payments Account. Unless otherwise provided in a 
Supplemental Resolution or a Hedge Agreement, on or before each payment date for Hedge Payments under 
Qualified Hedge Agreements, MLGW shall deposit in the related subaccount of the Hedge Payments Account 
an amount which, together with any Hedge Receipts on deposit in the Interest Account and other moneys 
already on deposit therein and available to make such payment, is not less than such Hedge Payments coming 
due on such payment date. Moneys in the related subaccount of the Hedge Payments Account shall be used 
solely to pay Hedge Payments under Qualified Hedge Agreements when due. Unless otherwise provided in a 
Supplemental Resolution or a Contract, on or before each payment date for amounts, other than for 
Reimbursement Obligations, due on Contracts other than Qualified Hedge Agreements, including Additional 
Interest, continuing commission or commitment fees and remarketing fees, MLGW shall deposit in the related 
subaccount of the Contract Payments Account an amount which, together with any other moneys already on 
deposit therein and available to make such payment, is not less than the amount coming due on such payment 
date. Moneys in the related subaccount of the Contract Payments Account shall be used solely for such 
payments when due. 

(d) Principal Account. Unless otherwise provided in a Supplemental Resolution, on or before each 
Principal Maturity Date for a series of Revenue Obligations, MLGW shall deposit in the related subaccount of 
the Principal Account an amount which, together with any other moneys already on deposit therein and 
available to make such payment, is not less than the principal coming due on such Revenue Obligations on 
such Principal Maturity Date. Moneys in the related subaccount of the Principal Account shall be used solely 
for the payment of principal of the Revenue Obligations as the same shall become due and payable at maturity 
or upon redemption or to pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer 
makes all principal payments on the Revenue Obligations. 

(e) Loan Repayment Account. Unless otherwise provided in a Supplemental Resolution, on or before 
each loan repayment date for a Loan Agreement, MLGW shall deposit in the related subaccount of the Loan 
Repayment Account an amount which, together with moneys already on deposit therein and available to make 
such payments is not less than all payments due under a Loan Agreement other than principal, interest and 
Termination Payments. Moneys in the Loan Repayment Account shall be used solely for such payments. 

(f) Further Payments. No further payments need be made into a subaccount of the Interest Account 
or the Principal Account whenever the amount available in such subaccount of the Interest Account and the 
related subaccount of the Principal Account, if added to the amount then in the related subaccount of the Debt 
Service Reserve Account, if any (without taking into account any amount available to be drawn on any 
applicable Reserve Account Credit Facility), is sufficient to retire all the Revenue Obligations then 
Outstanding and Contracts to which such subaccounts relate and to pay all unpaid interest accrued and to 
accrue prior to such retirement. No moneys in any subaccount of the Interest Account or the Principal 
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Account shall be used or applied to the optional purchase or redemption of or prepayment of Revenue 
Obligations prior to maturity unless: (i) provision shall have been made for the payment of all of the Revenue 
Obligations to which such subaccount relates and all other Revenue Obligations having a parity or higher 
ranking lien on any category of Revenues securing such Revenue Obligations; or (ii) the Revenue Obligations 
to which such subaccount relates are Senior Lien Revenue Obligations and such moneys are applied to the 
purchase and cancellation of such Revenue Obligations which are subject to mandatory redemption on the 
next mandatory redemption date, which falls due within 12 months, such Revenue Obligations are purchased 
at a price not more than would be required for mandatory redemption, and such Revenue Obligations are 
canceled upon purchase and credited against the redemption otherwise to be made on such mandatory 
redemption date; or (iii) the Revenue Obligations to which such subaccount relates are Senior Lien Revenue 
Obligations and such moneys are applied to the purchase and cancellation of such Revenue Obligations at a 
price less than the amount of principal which would be payable on such Revenue Obligations, together with 
interest accrued through the date of purchase, and such Revenue Obligations are canceled upon purchase; or 
(iv) the Revenue Obligations to which such subaccount relates are Senior Lien Revenue Obligations and such 
moneys are in excess of the then required balance of the related subaccount in the Interest Account or the 
Principal Account and are applied to redeem or prepay a part of such Revenue Obligations on the next 
succeeding redemption date for which the required notice of redemption may be given. 

(g) Debt Service Reserve Account. There shall be deposited into the same or separate subaccount of 
the Debt Service Reserve Account the amounts specified, if any, in Supplemental Resolutions with respect to 
the first series of Revenue Obligations and any Additional Obligations. MLGW shall not be required by the 
by the Resolution to establish a subaccount of the Debt Service Reserve Account for any Revenue 
Obligations, and any such subaccount shall only be established if required by the Supplemental Resolution 
authorizing the issuance of the Revenue Obligations. After the issuance of any Additional Obligations, any 
increase in the amount of the Debt Service Reserve Requirement resulting from the issuance of Additional 
Obligations which also are secured by an existing subaccount of the Debt Service Reserve Account shall be 
accumulated, to the extent not covered by deposits from proceeds of Revenue Obligations or funds on hand or 
as otherwise provided in the Supplemental Resolution authorizing the issuance of the first series of Revenue 
Obligations secured by such subaccount, over a period not exceeding 61 months from date of delivery of such 
Additional Obligations in monthly deposits from the Revenue Fund, none of which is less than 1/60 of the 
amount to be accumulated. The balance of each subaccount of the Debt Service Reserve Account shall be 
maintained at an amount equal to the Debt Service Reserve Requirement for the related Revenue Obligations 
(or such lesser amount that is required to be accumulated in such subaccount of the Debt Service Reserve 
Account in connection with the periodic accumulation to the Debt Service Reserve Requirement after the 
issuance of Additional Obligations or upon the failure of MLGW to provide a substitute Reserve Account 
Credit Facility in certain events). There shall be transferred from the Revenue Fund on a pro rata basis (1) to 
each subaccount of the Debt Service Reserve Account the amount necessary to restore the amount of cash and 
securities in such subaccount of the Debt Service Reserve Account to an amount equal to the difference 
between (a) the Debt Service Reserve Requirement for the related Revenue Obligations (or such lesser 
monthly amount that is required to be deposited into the Debt Service Reserve Account after the issuance of 
Additional Obligations or upon the failure of MLGW to provide a substitute Reserve Account Credit Facility 
in certain events), and (b) the portion of the required balance of such subaccount of the Debt Service Reserve 
Account satisfied by means of a Reserve Account Credit Facility, and (2) to any Reserve Account Credit 
Facility Provider the amount necessary to reinstate any Reserve Account Credit Facility which has been 
drawn down. Notwithstanding anything therein to the contrary, a subaccount in the Debt Service Reserve 
Account that secures General Revenue Obligations shall only be funded with General Revenues, a subaccount 
in the Debt Service Reserve Account that secures Special Purpose Revenue Obligations shall only be funded 
with related Special Purpose Revenues, and a subaccount in the Debt Service Reserve Account that secures 
Released Revenue Obligations shall only be funded with related Released Revenues. No Revenues shall be 
used to fund a subaccount in the Debt Service Reserve Account to secure Subordinate Lien Obligations if an 
Event of Default has occurred under the Resolution with respect to the related category of Revenue 
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Obligations. Whenever for any reason the amount in the related subaccounts of the Interest Account or the 
Principal Account is insufficient to pay all interest or principal falling due on any Revenue Obligations, 
MLGW shall make up any deficiency by transfers from the Renewal and Extension Fund, if any. Whenever, 
on the date that such interest or principal is due on any Revenue Obligations, there are insufficient moneys in 
the related subaccounts of the Interest Account or the Principal Account available to make such payment, 
MLGW shall, without further instructions, apply so much as may be needed of the moneys in the related 
subaccount, if any, of the Debt Service Reserve Account to prevent default in the payment of such interest or 
principal, with priority to interest payments. Whenever by reason of any such application or otherwise the 
amount remaining to the credit of the related subaccount of the Debt Service Reserve Account is less than the 
amount then required to be in such subaccount of the Debt Service Reserve Account, such deficiency shall be 
remedied by monthly deposits from the related account or accounts of the Revenue Fund, to the extent funds 
are available in the related account or accounts of the Revenue Fund for such purpose after all required 
transfers set forth above have been made. 

MLGW may elect to satisfy in whole or in part the Debt Service Reserve Requirement for any 
Revenue Obligations by means of a Reserve Account Credit Facility, subject to the following requirements; 
(A) the Reserve Account Credit Facility Provider must have a credit rating issued by a Rating Agency not less 
than the greater of the then current Rating on the related series of Revenue Obligations or the second highest 
long-term Rating of such Rating Agency; (B) no obligation to the Reserve Account Credit Facility Provider 
shall be secured by a lien equal to or superior to the lien granted to the related series of Revenue Obligations; 
(C) each Reserve Account Credit Facility shall have a term of at least one (l) year (or, if less, the remaining 
term of the related series of Revenue Obligations) and shall entitle MLGW to draw upon or demand payment 
and receive the amount so requested in immediately available funds the date of such draw or demand; (D) the 
Reserve Account Credit Facility shall permit a drawing by MLGW for the full stated amount in the event (i) 
the Reserve Account Credit Facility expires or terminates for any reason prior to the final maturity of the 
related series of Revenue Obligations, and (ii) MLGW fails to satisfy the Debt Service Reserve Requirement 
by the deposit to the Debt Service Reserve Account of cash, obligations, a substitute Reserve Account Credit 
Facility, or any combination thereof, on or before the date of such expiration or termination; (E) if the Rating 
issued by the Rating Agency to the Reserve Account Credit Facility Provider is withdrawn or reduced below 
the greater of the Rating assigned to the related series of Revenue Obligations immediately prior to such 
action by the Rating Agency or the second highest long-term Rating of such Rating Agency, MLGW shall 
provide a substitute Reserve Account Credit Facility within sixty (60) days after such rating change, and, if no 
substitute Reserve Account Credit Facility is obtained by such date, shall fund the Debt Service Reserve 
Requirement in not more than twenty-four (24) equal monthly deposits commencing not later than the first 
day of the month immediately succeeding the date representing the end of such sixty (60) day period; and (F) 
if the Reserve Account Credit Facility Provider commences any insolvency proceedings or is determined to 
be insolvent or fails to make payments when due on its obligations, MLGW shall provide a substitute Reserve 
Account Credit Facility within sixty (60) days thereafter, and, if no substitute Reserve Account Credit Facility 
is obtained by such date, shall fund the Debt Service Reserve Requirement in not more than twenty-four (24) 
equal monthly deposits commencing not later than the first day of the month immediately succeeding the date 
representing the end of such sixty (60) day period. If the events described in either clauses (E) or (F) above 
occur, MLGW shall not relinquish the Reserve Account Credit Facility at issue until after the Debt Service 
Reserve Requirement is fully satisfied by the provision of cash, obligations, or a substitute Reserve Account 
Credit Facility or any combination thereof. Any amounts received from a Reserve Account Credit Facility for 
the purpose of paying principal and/or interest on related Revenue Obligations shall be deposited directly into 
the related subaccounts of the Interest Account and the Principal Account, and such deposit shall constitute 
the application of amounts in the related subaccount of the Debt Service Reserve Account. Any amounts 
received from a Reserve Account Credit Facility drawn upon as a result of expiration or termination of such 
Reserve Account Credit Facility shall be deposited to the related subaccount of the Debt Service Reserve 
Account. All repayments of any draw-down on the Reserve Account Credit Facility and any interest or fees 
due the Reserve Account Credit Facility Provider under such Reserve Account Credit Facility shall be secured 
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by a lien on Revenues subordinate to the lien of the related Revenue Obligations for payments into the related 
subaccounts of the Sinking Fund, the Rebate Fund and payments on any Credit Facility Agreement securing 
the related Revenue Obligations. 

Any such Reserve Account Credit Facility shall be pledged to the benefit of the owners of all of the 
Revenue Obligations secured by it. MLGW reserves the right, if it deems it necessary in order to acquire such 
a Reserve Account Credit Facility, to amend the Resolution without the consent of any of the owners of the 
Bonds in order to grant to the Reserve Account Credit Facility Provider such additional rights as it may 
demand, provided that such amendment shall not, in the written opinion of Bond Counsel filed with MLGW, 
impair or reduce the security granted to the owners of Revenue Obligations or any of them. 

Project Fund 

(a) Project Fund.  There shall be established within the Project Fund a separate account for each 
series of Revenue Obligations used to finance Costs of Projects.  Moneys in the Project Fund shall be held by 
MLGW and applied to the payment of the Costs of Projects financed with such series of Revenue Obligations, 
or for the repayment of advances made for that purpose in accordance with and subject to the provisions and 
restrictions set forth in the Resolution and in the related Supplemental Resolution.  MLGW covenants that it 
will not cause or permit to be paid from the Project Fund any sums except in accordance with such provisions 
and restrictions; provided, however, that any moneys in the Project Fund not presently needed for the 
payment of current obligations during the course of construction may be invested in Permitted Investments 
maturing or otherwise available not later than (1) the date upon which such moneys will be needed according 
to a schedule of anticipated payments from the Project Fund prepared by MLGW in connection with the 
Project, if any, or, (2) in the absence of such schedule, 36 months from the date of issuance of the related 
Revenue Obligations, in either case upon written direction of MLGW.  Any such investments shall be held by 
MLGW, in trust, for the account of the Project Fund until maturity or until sold, and at maturity or upon such 
sale the proceeds received therefrom including accrued interest and premium, if any, shall be immediately 
deposited by the Depository in the Project Fund and shall be disposed of in the manner and for the purposes 
provided in the Resolution. 

(b) Purposes of Payments.  Moneys in each separate account in the Project Fund shall be used for the 
payment or reimbursement of the Costs of the Project for which such account was established as provided in 
the Resolution. 

(c) Documentation of Payments.  MLGW shall maintain records with respect to the expenditure of 
such funds.  Unless otherwise specifically instructed in a written opinion of Bond Counsel, MLGW will retain 
such records for a period ending not earlier than six (6) years following the final maturity of any Revenue 
Obligations issued under the Resolution. 

(d) Funds Remaining on Completion of Projects.  Funds remaining upon completion of a Project 
shall be used as set forth in the related Supplemental Resolution. 

Bonds Proceeds Account 

There shall be established within the Project Fund a Series 2017 Bonds Proceeds Account (the “Series 
2017 Bonds Proceeds Account”).  MLGW shall pay into the Series 2017 Bonds Proceeds Account the amount 
of the proceeds as designated in the Seventh Supplemental Resolution.  Said proceeds shall be applied in the 
manner and for the purposes specified in the Resolution to the Costs of Series 2017 Project.  Money in the 
Series 2017 Bonds Proceeds Account not required for immediate disbursement may be invested and 
reinvested pursuant to the provisions of the Resolution at the direction of MLGW and at MLGW’s risk 
subject to the limitations and requirements in the Resolution. 
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Renewal and Extension Fund 

MLGW may deposit, in its sole discretion, funds in a Renewal and Extension Fund created by 
MLGW, which may be created by MLGW in its sole discretion. All sums accumulated and retained in the 
Renewal and Extension Fund shall be used first to prevent default in the payment of interest on or principal of 
any General Revenue Obligations when due and then shall be applied by MLGW from time to time, as and 
when MLGW shall determine, to the following purposes and, prior to the occurrence and continuation of an 
Event of Default, in the order of priority determined by MLGW in its sole discretion: (a) for the purposes for 
which moneys held in the Revenue Fund may be applied under the Resolution, (b) to pay any amounts which 
may then be due and owing under any Hedge Agreement (including fees, expenses, and indemnity payments) 
and any Termination Payments due under a Hedge Agreement or Loan Agreement, (c) to pay any 
governmental charges and assessments against the System or any part thereof which may then be due and 
owing, (d) to make acquisitions, betterments, extensions, repairs, or replacements or other capital 
improvements (including the purchase of equipment) to the System deemed necessary by MLGW (including 
payments under contracts with vendors, suppliers, and contractors for the foregoing purposes), and (e) to 
acquire Revenue Obligations (other than Special Purpose Revenue Obligations) by redemption or by purchase 
in the open market prior to their respective maturities, and when so used for such purposes the moneys shall 
be withdrawn from the Renewal and Extension Fund and deposited into the related subaccounts of the Interest 
Account and the Principal Account for the Revenue Obligations to be so redeemed or purchased. 

Deposits and Security of Funds and Accounts 

All moneys in the funds and accounts established under the Resolution shall be held by the Board in 
one or more Depositories qualified for use by MLGW. Uninvested moneys shall, at least to the extent not 
guaranteed by the Federal Deposit Insurance Corporation, be secured to the fullest extent required by the laws 
of the State for the security of public funds. 

Investment of Funds and Accounts 

Moneys in the funds and accounts established under the Resolution shall be invested and reinvested 
in Permitted Investments and containing such maturities as are deemed suitable by MLGW. 

Investment Earnings in each fund and account (except the Debt Service Reserve Account) shall be 
retained therein. Investment Earnings from the investment of moneys in each subaccount of the Debt Service 
Reserve Account shall be retained in such subaccount of the Debt Service Reserve Account at all times if the 
balance (taking into account the current market value of the Investments held in the Debt Service Reserve 
Account) is less than the respective Debt Service Reserve Requirement; thereafter and at all times if the 
balance of such subaccount of the Debt Service Reserve Account is equal to or greater than the respective 
Debt Service Reserve Requirement (taking into account the current market value of the investments held in 
the Debt Service Reserve Account), such Investment Earnings shall be deposited in the related subaccount of 
the Interest Account. 

A Supplemental Resolution authorizing the issuance of any Revenue Obligations may specify 
maturity limitations and different allocations of Investment Earnings on investments of moneys in the funds 
and accounts relating to such Revenue Obligations. 

Moneys in each of such funds shall be accounted for as a separate and special fund apart from all 
other funds, provided that investments of moneys therein may be made in a pool of investments together with 
other moneys of MLGW so long as sufficient Permitted Investments in such pool, not allocated to other 
investments of contractually or legally limited duration, are available to meet the requirements of the 
foregoing provisions. 
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Valuation of Investments 

All investments made for any fund, account or subaccount shall, for purposes of the Resolution, be 
valued at fair market value on the last day of Fiscal Year. 

Application of Excess in Sinking Fund 

Whenever at the end of each Fiscal Year the amount of moneys in any account or subaccount of the 
Sinking Fund, including the Debt Service Reserve Account, exceeds the amount then currently required to be 
held therein, the excess shall be transferred to the related account in the Revenue Fund. 

Disposition of Moneys After Payment of Revenue Obligations and Contracts 

Any amounts remaining in any fund or account established under the Resolution after payment in full 
of the principal of, redemption premium, if any, and interest on the Revenue Obligations (or after provision 
for payment thereof has been made) and obligations treated as Senior Lien Revenue Obligations or 
Subordinate Lien Obligations pursuant to the Resolution, the fees, charges, and expenses of the Paying Agent 
and Bond Registrar, all amounts owing to any Credit Issuer, any Reserve Account Credit Facility Provider, 
and any Qualified Hedge Provider or other party to a Contract, and all other amounts required to be paid 
under the Resolution (including amounts required to be paid into the Rebate Fund), shall be promptly paid to 
MLGW. 

Additional Revenue Obligations 

No Revenue Obligations Except as Permitted in the Resolution 

No Revenue Obligations may be issued and no other obligations, except Contracts, which are secured 
by any interest in or lien on Pledged Revenues may be entered into except pursuant to the Resolution; 
provided, however, the City or MLGW may issue an initial series of Senior Lien Revenue Obligations 
pursuant to a Supplemental Resolution without meeting the requirements of the Resolution. 

Additional Senior Lien Revenue Obligations 

(a) Any portion (including any maturities or portions thereof whether or not in chronological order 
and any amounts subject to mandatory redemption) or all of a series of Senior Lien Revenue Obligations may 
be refunded at maturity, upon redemption in accordance with their terms, or upon payment, prepayment or 
redemption with the consent of the owners of such Senior Lien Revenue Obligations, and the refunding 
Revenue Obligations so issued shall constitute Senior Lien Revenue Obligations secured on a parity with any 
Revenue Obligations secured on a parity with the refunded Revenue Obligations, if all of the following 
conditions are satisfied: 

(1) MLGW shall have obtained a report from an Independent Certified Public Accountant or 
a Financial Adviser demonstrating that the refunding will reduce the total debt service payments on 
Outstanding Senior Lien Revenue Obligations, including payments on related Contracts, which are 
parity secured with the Revenue Obligations to be refunded on a present value basis; or 

(2) as an alternative to, and in lieu of, satisfying the requirements of (1), all Outstanding 
Senior Lien Revenue Obligations which are secured on a parity with the Revenue Obligations to be 
refunded are being refunded under arrangements which immediately result in making provision for 
the payment of such Revenue Obligations; and 

(3) requirements of (b)(2), (5), and (6) are met with respect to such refunding Revenue 
Obligations. 
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(b) Additional Senior Lien Revenue Obligations (including refunding Revenue Obligations which do 
not meet the requirements of (a)) may also be issued on a parity with Outstanding Senior Lien Revenue 
Obligations pursuant to a Supplemental Resolution, and the Revenue Obligations so issued shall be secured 
on a parity with such Outstanding Senior Lien Revenue Obligations, if all of the following conditions are 
satisfied: 

(1) There shall have been procured and filed with MLGW either: 

(A) a report by a Financial Adviser or a certificate by the Secretary-Treasurer of 
MLGW to the effect that the historical related Net Revenues for either (i) a period of 12 
consecutive months of the most recent 18 consecutive months prior to the issuance of the 
proposed Additional Obligations or (ii) the most recent audited Fiscal Year, were equal to at 
least 120% of the maximum Debt Service Requirement for any Fiscal Year commencing 
with the first Fiscal Year after the Fiscal Year in which the Additional Obligations are issued 
on all related Senior Lien Revenue Obligations which will be Outstanding immediately after 
the issuance of the proposed Additional Obligations and secured on a parity therewith, 
provided, however, (x) the report or certificate may contain pro forma adjustments to 
historical related Net Revenues equal to 100% of the increased annual amount attributable to 
any revision in the schedule of rates, fees, and charges for the services and facilities 
furnished by the System, imposed prior to the date of delivery of the proposed Additional 
Obligations and not fully reflected in the historical related Net Revenues actually received 
during such historical period used; (y) if MLGW or City has a contract to purchase or 
otherwise acquire an Acquired System that will become part of the System, the historical Net 
Revenues may be adjusted to include the anticipated Net Revenues from the Acquired 
System; and (z) if MLGW has entered into a contract to furnish services of the System that is 
not fully reflected in the historical Net Revenues of the System, such historical Net Revenues 
may be adjusted to include the anticipated Net Revenues from such contract; or 

(B) a report by a Financial Adviser to the effect that in each Fiscal Year of the 
Forecast Period the forecasted related Net Revenues (which forecast can take into account (i) 
any planned increases in the rates, fees and charges for the services and facilities furnished 
by the System, (ii) any revenues forecasted to be received from any Acquired Systems as to 
which the City or Division has entered into a contract to purchase or otherwise acquire, and 
(iii) any forecasted savings in Operating Expenses resulting from a purchase of electrical 
power for distribution and sale during or after the end of any Fiscal Year, to the extent not 
included in Operating Expenses) are expected to equal at least 120% of the Debt Service 
Requirement during such period on all related Senior Lien Revenue Obligations which will 
be Outstanding immediately after the issuance of the proposed Additional Obligations and 
secured on a parity therewith. 

(2) MLGW shall have received, at or before issuance of the Additional Obligations, a report 
from a Financial Adviser or a certificate of the Secretary-Treasurer of MLGW to the effect that the 
payments required to be made into each account or subaccount of the Sinking Fund have been made 
and the balance in each account or subaccount of the Sinking Fund is not less than the balance 
required by the Resolution as of the date of issuance of the proposed Additional Obligations. 

(3) A Supplemental Resolution authorizing the proposed Additional Obligations must 
require (i) that the amount to be accumulated and maintained in the subaccount of the Debt Service 
Reserve Account for Senior Lien Revenue Obligations which are to be secured on a parity with such 
Additional Obligations, if any, be increased to not less than 100% of the Debt Service Reserve 
Requirement, if any, computed on a basis which includes all Senior Lien Revenue Obligations which 
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will be Outstanding and secured on a parity with the Additional Obligations immediately after the 
issuance of the proposed Additional Obligations and (ii) that the amount of such increase be 
deposited in such subaccount prior to or at the end of the period and at least as fast as the rate 
specified in the Resolution. 

(4) A Supplemental Resolution authorizing the proposed Additional Obligations must 
require the proceeds of such proposed Additional Obligations to be used to make capital 
improvements to or capital acquisitions for the System, to fund interest on the proposed Additional 
Obligations, to refund other obligations issued for such purposes (whether or not such refunding 
Revenue Obligations satisfy the requirements of (a)), for any other legal purpose under applicable 
law as evidenced by an opinion of Bond Counsel, and/or to pay expenses incidental thereto and to the 
issuance of the proposed Additional Obligations. 

(5) The Secretary-Treasurer shall have certified, by written certificate dated as of the date of 
issuance of the Additional Obligations, that MLGW is in compliance with all requirements of the 
Resolution. 

(6) MLGW shall have received an opinion of Bond Counsel, dated as of the date of issuance 
of the Additional Obligations, to the effect that the Supplemental Resolution authorizing the issuance 
of Additional Obligations has been duly adopted by MLGW or by the City, as the case may be. 

(c) Obligations which would be Other System Obligations but for the existence of a Senior Lien on a 
category of Revenues securing such obligations may be issued and so secured, and thereafter will be treated 
as Senior Lien Revenue Obligations, if all of the conditions of (b)(2) through (6) are satisfied treating such 
obligations as Additional Obligations and the issuance and security documents therefore as Supplemental 
Resolutions. 

Additional Subordinate Lien Obligations 

(a) Revenue Obligations also may be issued on a Subordinate Lien basis pursuant to a Supplemental 
Resolution or a resolution otherwise adopted by MLGW payable from moneys which would otherwise be 
available for any other lawful purpose, and the Revenue Obligations so issued shall constitute Subordinate 
Lien Obligations, if (1) the Supplemental Resolution authorizing the Subordinate Lien Obligations shall 
provide that such Subordinate Lien Obligations shall be junior and subordinate in lien and right of payment 
(A) directly, to any Outstanding Senior Lien Revenue Obligations or Senior Lien Revenue Obligations issued 
in the future which have a Senior Lien on a category of Revenues as to which such proposed Additional 
Obligations have a Subordinate Lien; and (2) MLGW shall have received a report from a Financial Adviser, 
or a certificate of the Secretary-Treasurer to the effect that the payments required to be made into each 
account or subaccount of the Sinking Fund have been made and the balance in each account or subaccount of 
the Sinking Fund is not less than the balance required by the resolution for Senior Lien Revenue Obligations 
as of the date of issuance of any Subordinate Lien Obligations. 

(b) In the event of any insolvency or bankruptcy proceedings, and any receivership, liquidation, 
reorganization, or other similar proceedings in connection therewith, relative to MLGW or to its creditors, as 
such, or to its property, and in the event of any proceedings for voluntary liquidation, dissolution, or other 
winding up of MLGW, whether or not involving insolvency or bankruptcy, the owners of all Senior Lien 
Revenue Obligations then Outstanding and parties to related Contracts shall be entitled to receive payment in 
full of all principal and interest due on all such Senior Lien Revenue Obligations, all other payments due 
under Loan Agreements, which Loan Agreements are Senior Lien Obligations and all payments due under 
related Contracts in accordance with the provisions of the Resolution before the owners of any Subordinate 
Lien Obligations having a Subordinate Lien on a category of Revenues as to which such Senior Lien Revenue 
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Obligations have a Senior Lien or related Contracts are entitled to receive any payment from the Pledged 
Revenues or the amounts held in the funds and accounts created under the Resolution on account of principal 
of, premium, if any, or interest on the Subordinate Lien Obligations or related Contracts. 

(c) If any Event of Default shall have occurred and be continuing (under circumstances when the 
provisions of paragraph (b) shall not be applicable), the owners of all Senior Lien Revenue Obligations then 
Outstanding and parties to related Contracts shall be entitled to receive payment in full of all principal and 
interest then due on all such Senior Lien Revenue Obligations, all other payments due under Loan 
Agreements, which Loan Agreements are Senior Lien Obligations, and all payments due on related Contracts 
before the owners of the Subordinate Lien Obligations or parties to Contracts related to Senior Lien 
Obligations or which are subordinate to Senior Lien Revenue Obligations are entitled to receive any payment 
from the Pledged Revenues or the amounts held in the funds and accounts created under the Resolution of 
principal of, premium, if any, or interest on the Subordinate Lien Obligations or payments under related 
Contracts. 

(d) No owner of Senior Lien Revenue Obligations or party to any related Contract shall be prejudiced 
in its right to enforce subordination of the Subordinate Lien Obligations and related Contracts by any act or 
failure to act on the part of MLGW or the City. 

(e) The obligations of MLGW and the City to pay to the owners of the Subordinate Lien Obligations 
the principal of, premium, if any, and interest thereon in accordance with their terms and to pay parties to 
related Contracts in accordance with the terms of the related Contracts shall be unconditional and absolute. 
Nothing in the Resolution shall prevent the owners of the Subordinate Lien Obligations or parties to related 
Contracts from exercising all remedies otherwise permitted by applicable law or under the Resolution or the 
related Contracts upon default thereunder, subject to the rights contained in the Resolution of the owners of 
Senior Lien Revenue Obligations and parties to related Contracts to receive cash, property, or securities 
otherwise payable or deliverable to the owners of the Subordinate Lien Obligations and parties to related 
Contracts, and any Supplemental Resolution authorizing Subordinate Lien Obligations may provide that, 
insofar as a trustee or paying agent for the Subordinate Lien Obligations is concerned, the foregoing 
provisions shall not prevent the application by such trustee or paying agent of any moneys deposited with 
such trustee or paying agent for the purpose of the payment of or on account of the principal or premium, if 
any, and interest on such Subordinate Lien Obligations and payments under related Contracts if such trustee 
or paying agent did not have knowledge at the time of such application that such payment was prohibited by 
the foregoing provisions. 

(f) Any series of Subordinate Lien Obligations and related Contracts may have such rank or priority 
with respect to any other series of Subordinate Lien Obligations and related Contracts as may be provided in 
the Supplemental Resolution or other resolution authorizing such series of Subordinate Lien Obligations and 
may contain such other provisions as are not in conflict with the provisions of the Resolution. 

(g) Obligations which would be Other System Obligations but for the existence of a Subordinate Lien 
on a category of Revenues securing such obligations may be issued and so secured, and thereafter will be 
treated as Subordinate Lien Obligations, if all of the conditions of paragraphs (a) through (c) above are 
satisfied treating such obligations as Subordinate Lien Obligations and the issuance and security documents 
therefor as Supplemental Resolutions. 

Additional Special Purpose Revenue Obligations 

Additional Special Purpose Revenue Obligations may be issued after compliance with any 
requirements therefor set forth in any Supplemental Resolution related to such Special Purpose Obligations or 
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Outstanding Special Purpose Obligations which will be secured on a parity with such Additional Special 
Purpose Obligations. 

Released Revenue Obligations; Accession of Subordinate Lien Obligations to Senior Lien Status 

For so long as any Series 2017 Bonds are Outstanding, each of the City and the Division hereby 
agrees that it shall not (a) cause a separable category or portion of revenues, income, receipts and money 
relating to a definable service, facility or program of the System to be withdrawn from General Revenues and 
thereafter treated as Released Revenues or (b) cause the accession of any Subordinate Lien Obligations to the 
status of complete parity with any Senior Lien Revenue Obligations. 

Adoption of Proceedings 

MLGW, or the City at the request of MLGW, shall adopt a Supplemental Resolution authorizing the 
issuance of any Additional Obligations and, except for the first Supplemental Resolution, reciting that the 
requirements of this Article have been satisfied, and shall set forth in such proceedings, among other things, 
the security therefor, the date or dates such Additional Obligations shall bear and the rate or rates of interest, 
interest payment date or dates, maturity date or dates, and redemption provisions with respect to such 
Additional Obligations and any other matters applicable to such Additional Obligations as MLGW may deem 
advisable. 

Any such Supplemental Resolution shall restate and reaffirm, by reference, all of the applicable 
terms, conditions, and provisions of the Resolution not modified by the Supplemental Resolution. 

Proceedings Authorizing Additional Obligations 

No Supplemental Resolution authorizing the issuance of Additional Obligations shall conflict with 
the terms and conditions of the Resolution, except to the extent that the Supplemental Resolution is adopted 
for one of the purposes set forth in the Resolution and complies with the provisions of the Resolution for the 
adoption of Supplemental Resolutions without the consent of holders of the Revenue Obligations. 

Applicability to Additional Obligations 

The provisions of the Resolution shall be construed as including and being applicable to any future 
series of Revenue Obligations, and any such Revenue Obligations shall be treated, unless otherwise 
specifically stated, just as if they had been issued pursuant to the terms of the Master Resolution and the first 
Supplemental Resolution. 

Credit Facilities and Hedge Agreements 

(a) In connection with the issuance of any Revenue Obligations, MLGW may obtain or cause to be 
obtained one or more Credit Facilities providing for payment of all or a portion of the principal of, premium, 
if any, or interest due or to become due on such Revenue Obligations, providing tor the purchase of such 
Revenue Obligations by the Credit Issuer, or providing funds for the purchase of such Revenue Obligations 
by MLGW. In connection therewith MLGW, or the City on behalf of MLGW, shall enter into Credit Facility 
Agreements with such Credit Issuers providing for, among other things, (i) the payment of fees and expenses 
to such Credit Issuers for the issuance of such Credit Facilities; (ii) the terms and conditions of such Credit 
Facilities and the Revenue Obligations affected thereby; and (iii) the security, if any, to be provided for the 
issuance of such Credit Facilities. MLGW, or the City on behalf of MLGW, may secure any Credit Facility 
by an agreement providing for the purchase of the Revenue Obligations secured thereby with such 
adjustments to the rate of interest, method of determining interest, maturity, or redemption provisions as are 
specified by MLGW, in the applicable Supplemental Resolution. MLGW may in a Credit Facility Agreement 



 

F-27 
 

agree to directly reimburse such Credit Issuer for amounts paid under the terms of such Credit Facility, 
together with interest thereon; provided, however, that no Reimbursement Obligation shall be created for 
purposes of the Resolution until amounts are paid under such Credit Facility. Any such Reimbursement 
Obligation shall be deemed to be a part of the Revenue Obligations to which the Credit Facility relates which 
gave rise to such Reimbursement Obligation, and references to principal and interest payments with respect to 
such Revenue Obligations shall include principal and interest (except for Additional Interest and principal 
amortization requirements with respect to the Reimbursement Obligation that are more accelerated than the 
amortization requirements for the related Revenue Obligations, without acceleration) due on the 
Reimbursement Obligation incurred as a result of payment of such Revenue Obligations with the Credit 
Facility. All other amounts payable under the Credit Facility Agreement (including any Additional Interest 
and principal amortization requirements with respect to the Reimbursement Obligation that are more 
accelerated than the amortization requirements for the related Revenue Obligations, without acceleration) 
shall be fully subordinate to the payment of debt service on the related class of Revenue Obligations. Any 
such Credit Facility shall be for the benefit of and secure such Revenue Obligations or portion thereof as 
specified in the applicable Supplemental Resolution. Notwithstanding the other provisions of the Resolution, 
MLGW's obligations under a Credit Facility which requires the Credit Issuer to make all interest payments 
due on the Revenue Obligations may be secured to the extent of such amounts by a pledge of, and lien on, the 
Pledged Revenues on a parity with the lien created by the Resolution to secure the related Revenue 
Obligations, or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

(b) In connection with the issuance of any Revenue Obligations or at any time thereafter so long as 
such Revenue Obligations remain Outstanding, MLGW may enter into Hedge Agreements with Qualified 
Hedge Providers, and no other providers, with respect to any Revenue Obligations. MLGW shall authorize 
the execution, delivery, and performance of each Qualified Hedge Agreement in a Supplemental Resolution, 
in which it shall designate the related Hedged Obligations. MLGW's obligation to pay Hedge Payments on a 
Qualified Hedge Agreement may be secured by a pledge of, and lien on, the Pledged Revenues on a parity 
with the lien created by the Resolution to secure the related Hedged Obligations (other than Termination 
Payments), or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

Other Obligations 

MLGW expressly reserves the right, at any time, to adopt one or more other bond resolutions and 
reserves the right, at any time, to issue any other obligations not secured by the amounts pledged under the 
Resolution. 

General Provisions 

Rate Covenant 

MLGW shall continuously own, and MLGW shall continuously control, operate, and maintain the 
System in an efficient and economical manner and on a revenue producing basis and shall at all times 
prescribe, fix, maintain, and collect rates, fees, and other charges for the services and facilities furnished by 
the System fully sufficient at all times: 

(a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a 
reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by MLGW; and 

(b) such that Net Revenues in each Fiscal Year: 
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(1) will equal at least 120% of the Debt Service Requirement on all Senior Lien Revenue 
Obligations and 100% of the Debt Service Requirement on all other Revenue Obligations then 
Outstanding for such Fiscal Year; 

(2) will enable MLGW to make all required payments, if any, into the Debt Service Reserve 
Account and the Rebate Fund and on any Contract or Other System Obligation; 

(3) will enable MLGW to accumulate an amount to be held in the Renewal and Extension 
Fund, which in the judgment of MLGW is adequate to meet the costs of major renewals, 
replacements, repairs, additions, betterments, and improvements to the System, necessary to keep the 
same in good operating condition or as is required by any governmental agency having jurisdiction 
over the System; 

(4) will remedy all deficiencies in required payments into any of the funds and accounts 
mentioned in the Resolution from prior Fiscal Years; and 

(5) will permit MLGW to comply with the terms of any agreement that MLGW has entered 
into to purchase, sell or generate electric power; 

provided for purposes of (a), (b) (1) and (2) each category of Net Revenues shall be compared to the required 
payments with respect to, or for accounts related to, related Operating Expenses, Revenue Obligations, 
Contracts and Other System Obligations. 

If the audited Revenues in any Fiscal Year are less than the total amount required as set forth in 
subsections (a) and (b) above, then MLGW shall promptly request the Consulting Engineer or Financial 
Advisor to make recommendations as to a revision in such rates, fees, charges or methods of operating the 
System which will result in the required amount of Revenues as set forth in subsections (a) and (b) above. 
Upon receipt of such recommendations, MLGW will, subject to applicable requirements imposed by law, 
immediately take action to revise such rates, fees and charges and take such other actions respecting the 
methods of operation of the System as shall in its discretion be deemed necessary. 

The rates, fees, and other charges shall be classified in a reasonable manner to cover users of the 
services and facilities furnished by the System so that, as nearly as practicable, such rates, fees, and other 
charges shall be uniform in application to all users falling within any reasonable class. 

Maintenance of the System in Good Condition 

MLGW covenants that it has and will continue to enforce reasonable rules and regulations governing 
the System and the operation thereof, that all compensation, salaries, fees, and wages paid by it in connection 
with the operation, maintenance, and repair of the System will be reasonable, and that no more persons will be 
employed by it than are necessary, that it will operate the System in an efficient and economical manner and 
will at all times maintain the System in good repair and in sound operating condition, that it will make all 
necessary repairs, renewals, and replacements to the System, and that it will comply with all valid acts, rules, 
regulations, orders, and directions of any legislative, executive, administrative, or judicial body applicable to 
the System and MLGW's operation thereof. 

Insurance 

With respect to the System, MLGW will carry adequate public liability, fidelity, and property 
insurance, such as is maintained by similar Systems as the System; provided, MLGW shall not be required to 
insure beyond the limits of immunity provided by Sections 29-20-101 et seq., Tennessee Code Annotated, as 
amended, and provided further, MLGW may self-insure against any risks that its Governing Body deems 
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appropriate provided MLGW maintains adequate reserves, in such amounts as MLGW determines is 
reasonable, for such self-insurance. 

MLGW, without in any way limiting the generality of the following, shall: (a) require each 
construction contractor and each subcontractor to furnish a bond, or bonds, of such type and in amounts 
adequate to assure the faithful performance of their contracts and the payment of all bills and claims for labor 
and material arising by virtue of such contracts; and (b) require each construction contractor or the 
subcontractor to maintain at all times until the completion and acceptance of the Project adequate 
compensation insurance for all of their employees and adequate public liability and property damage 
insurance for the full and complete protection of Division from any and all claims of every kind and character 
which may arise by virtue of the operations under their contracts, whether such operations be by themselves 
or by anyone directly or indirectly for them, or under their control. 

All such policies shall be for the benefit of and made payable to MLGW and shall be on deposit with 
MLGW. 

All moneys received for losses under any such insurance policies, except public liability policies, are 
hereby pledged by MLGW, as security for the Revenue Obligations until and unless such proceeds are paid 
out in making good the loss or damage in respect of which such proceeds are received, either by repairing the 
property damaged or replacing the property destroyed or by depositing the same in the Renewal and 
Extension Fund. Adequate provision for making good such loss and damage shall be made within 120 days 
from the date of the loss, insurance proceeds not used in making such provision shall be deposited in the 
Renewal and Extension Fund on the expiration of such 120-day period. Such insurance proceeds shall be 
payable to MLGW by appropriate clause to be attached to or inserted in the policies. 

No Sale, Lease, or Encumbrance; Exceptions 

Unless consent is given by the holders of at least a majority of the aggregate principal amount of the 
Revenue Obligations and by any Credit Issuer, MLGW will not sell, lease, mortgage, or in any manner 
dispose of the System, or any part thereof, including any and all extensions and additions that may be made 
thereto, or any facility necessary for the operation thereof except as may be set forth in the Resolution; 
provided, however, the use of any of the System facilities may at any time be permanently abandoned or the 
System or any portion of the System or of the System facilities sold or otherwise disposed of, provided that: 

(a) All covenants and undertakings in connection with all Revenue Obligations then outstanding and 
payable from the Revenues of the System are in compliance and any required reserve funds have been fully 
established and contributions thereto are current; 

(b) After the abandonment, sale or other disposal of all or a portion of the System, (i) provision is 
made for the payment of all the outstanding Revenue Obligations or (ii) the remaining Revenues of the 
System after such sale shall be sufficient to pay principal of, premium, if any, and interest on the remaining 
Revenue Obligations and sufficient to be in compliance with the covenants set forth in the Resolution as 
certified by a Consulting Engineer or Financial Adviser; 

(c) The abandonment, sale or disposition is for the purpose of disposing of facilities which are no 
longer necessary or no longer useful to the operation of the System or it is otherwise in the best interests of 
MLGW to dispose of all or a part of the System as determined by the Governing Body of MLGW and 

(d) MLGW receives an opinion of nationally recognized bond counsel to the effect that the 
disposition of the System or any portion thereof and use of the proceeds therefrom will not adversely affect 
the exclusion of interest on the Revenue Obligations from gross income of the holders thereof for purposes of 
federal income taxation. 
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Nothing in the Resolution is intended to prohibit the lease purchase of equipment or facilities of the System 
hereafter to be put in service or to prohibit the transfer or exchange of service areas to provide for more 
efficient operation of the System so long as MLGW in full compliance with the covenants set forth in the 
Resolution immediately following such transfer or exchange. 

In addition to the transfers permitted above, MLGW shall have the right to sell, lease, transfer or 
otherwise dispose of the System as a whole or substantially as a whole, to any municipal corporation, county, 
political subdivision, governmental corporation or governmental agency (each of which shall be included 
within the term “Transferee” as used in the Resolution), provided the transferee thus acquiring the System 
from MLGW will assume the performance of and be bound by all of MLGW's and the City's obligations to 
the holders of the Revenue Obligations to make the payments into the funds required by the resolutions 
authorizing the Revenue Obligations and the Resolution and to pay the principal of, premium, if any, and 
interest on the Revenue Obligations as provided in the covenants and provisions of the Resolution. 

For so long as any Series 2017 Bonds are Outstanding, each of the City and the Division hereby 
agrees that it shall not combine any or all of the Division’s utility systems into a single unified operation (the 
“Combined System”) or commingle the revenues of the systems so combined in the Combined System. 

No Impairment of Rights 

MLGW shall not enter into any contract or contracts, nor take any action, the results of which might 
materially impair the rights of the holders of any Revenue Obligations. 

Books and Accounts 

MLGW shall keep proper books and accounts in compliance with applicable laws and regulations, if 
any, and shall cause such books and accounts to be audited for each Fiscal Year by an independent certified 
public accountant or firm of independent certified public accountants. A copy of each annual audit report 
showing in reasonable detail the financial condition of the System at the close of the Fiscal Year, the income 
and expenses for such Fiscal Year, including the transactions relating to any and all funds and accounts 
created pursuant to the Resolution, shall be available to any Bondholder upon request. 

Enforcement of Charges and Connections 

MLGW shall compel the prompt payment of rates, fees, and charges imposed for service connected 
with the System, and to that end will vigorously enforce all of the provisions of any resolution or ordinance of 
MLGW having to do with the same, and all of the rights and remedies permitted MLGW under law. MLGW 
expressly covenant and agrees that such charges will be enforced and promptly collected to the full extent 
permitted by law. 

Payments 

All payments falling due on the Revenue Obligations and related Contracts shall be made by MLGW, 
from the Pledged Revenues or, at MLGW's option, other legally available revenues to the owners thereof 
when due in full, and all reasonable and authorized charges made by the Bond Registrar and any Paying 
Agent shall be paid by MLGW, when due. 

No Loss of Lien on Revenues 

MLGW and the City shall not do, or omit to do, or permit to be done or to be omitted any matter or thing 
whatsoever whereby the lien of the Resolution on the Pledged Revenues or any part thereof might or could be 
lost or impaired. 
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Annual Budget 

MLGW agrees to adopt an Annual Budget for the System for each Fiscal Year in compliance with the 
rate covenant as stated in the Resolution.  

Tax Provisions 

MLGW recognizes that the purchasers and owners of Tax-Exempt Bonds will have accepted the Tax-
Exempt Bonds on, and paid for the Tax-Exempt Bonds a price which reflects, the understanding that interest 
on such Tax-Exempt Bonds is not included in the gross income of the owners for federal income tax purposes 
under laws in force at the time the Tax-Exempt Bonds shall have been delivered. 

MLGW shall take any and all action which may be required from time to time in order to assure that 
interest on the Tax-Exempt Bonds shall remain excludable from the gross income of the owners of the Tax-
Exempt Bonds for federal income tax purposes and shall refrain from taking any action which would 
adversely affect such status. 

The covenants, certifications, representations, and warranties contained under this heading shall 
survive payment in full or provision for payment in full of the Tax-Exempt Bonds until the end of the statute 
of limitations following the later of final payment of such Revenue Obligations (without regard to any 
defeasance or other provision for the payment thereof) or the last date as of which payments under Section 
148(f) of the Code could be due to the United States. 

Compliance with Purchase Contracts 

MLGW agrees to comply with all material terms of any agreement to purchase electric power for the 
System, and the Resolution shall not be construed to prevent MLGW from complying with the terms of any 
such agreements. 

Events of Default and Remedies 

Definition of Events of Default 

An “Event of Default” shall mean the occurrence of any one or more of the following: 

(a) a failure to pay the principal or redemption price of any Senior Lien Revenue Obligation when 
the same shall become due and payable, either at maturity or by proceedings for redemption or otherwise; or 

(b) a failure to pay any installment of interest on any Senior Lien Revenue Obligation when and as 
such installment of interest shall become due and payable; or 

(c) a court of competent jurisdiction shall enter an order, judgment, or decree appointing a receiver of 
the System or any of the funds or accounts established under the Resolution, or approving a petition seeking 
reorganization of MLGW under the federal bankruptcy laws or any other applicable law or statute of the 
United States of America or the State, and such order, judgment, or decree shall not be vacated or set aside or 
stayed within 60 days from the date of the entry thereof; or 

(d) the City or MLGW shall fail to perform any of the other covenants, conditions, agreements, and 
provisions contained in the Senior Lien Revenue Obligations or in the Resolution on the part of the City or 
MLGW to be performed, and such failure shall continue for 90 days after written notice specifying such 
failure and requiring it to be remedied shall have been given to MLGW by the Paying Agent or by the owners 
of not less than or any Credit Issuer securing not less than twenty-five percent (25%) in aggregate principal 
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amount of the Senior Lien Revenue Obligations; provided, however, if the failure stated in such notice can be 
corrected, but not within such 90 day period, MLGW shall have 180 days after such written notice to cure 
such default if corrective action is instituted by MLGW within such 90 day period and diligently pursued until 
the failure is corrected; or 

(e) an Event of Default under any Supplemental Resolution relating to Senior Lien Revenue 
Obligations shall occur; 

provided if the Event of Default relates solely to Revenue Obligations related to a particular category of 
Revenues and no other event has occurred which, with the lapse of time or the delivery of notice or both, 
could become an Event of Default with respect to any other Revenue Obligations then Outstanding, such 
Event of Default shall be deemed to apply solely to the related Revenue Obligations and Contracts and the 
provisions of the Resolution shall otherwise remain in full force and effect with respect to all other Revenue 
Obligations and related Contracts. 

Remedies 

Upon the occurrence of an Event of Default, the Paying Agent shall have the power to proceed with 
any right or remedy available at law or in equity or by statute, as it may deem best, including any suit, action 
or special proceeding in equity or at law for the collection of amounts due and to become due under the 
Resolution and under the Senior Lien Revenue Obligations or the performance of any covenant or agreement 
contained therein or for the enforcement of any proper legal or equitable remedy as the Paying Agent shall 
deem most effectual to protect the rights aforesaid, insofar as such may be authorized by law. The rights 
specified in the Resolution are to be cumulative to all other available rights, remedies or powers. 

Without limiting the foregoing, upon the request of the holders of not less than twenty-five percent 
(25%) of the Outstanding Senior Lien Revenue Obligations, the Paying Agent shall, in addition to all other 
remedies and rights upon or under the Resolution, have the right, by appropriate proceedings in any court of 
competent jurisdiction, to obtain the appointment of a receiver for the System, which receiver may enter upon 
and take possession of the System, operate and maintain the System, fix rates and collect all revenues arising 
therefrom in as full a manner and to the same extent as MLGW itself might do. The receiver shall deposit all 
moneys collected by it in a separate account or accounts and shall dispose of such revenues in accordance 
with the terms and conditions of the resolutions authorizing Senior Lien Revenue Obligations and the 
Resolution and as the court shall direct. 

No delay or omission to exercise any right or remedy accruing upon any Event of Default shall impair 
any such right or remedy or shall be construed to be a waiver of any such Event of Default or acquiescence 
therein; and every such right and remedy may be exercised from time to time and as often as may be deemed 
expedient. 

No waiver of any Event of Default under the Resolution, whether by the Paying Agent, any Credit 
Issuer or by the Bondholders, shall extend to or affect any subsequent or other Event of Default, or impair any 
rights or remedies consequent thereon. 

Rights of Bondholders 

Upon the occurrence of an Event of Default and if requested so to do by the Holders of more than 
fifty percent (50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding 
and if indemnified for its costs and expenses, the Paying Agent, subject to the provisions under “Right of 
Bondholders to Direct Proceedings” as provided below, shall be obligated to exercise such one or more of the 
rights and remedies conferred by the Resolution as the Paying Agent, being advised by counsel, shall deem 
most expedient in the interests of the Bondholders. 
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Right of Bondholders to Direct Proceedings 

Anything to the contrary in the Resolution notwithstanding, the Holders of more than fifty percent 
(50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding shall have the 
right, at any time, by an instrument or instruments in writing executed and delivered to the Paying Agent, to 
direct (as between such Bondholders and the Paying Agent) the time, method and place of conducting all 
proceedings otherwise permitted to be taken in connection with the enforcement of the terms and conditions 
of the Resolution, or for the appointment of a receiver or any other proceedings thereunder, provided the 
Paying Agent is indemnified as provided above. 

Remedies Cumulative 

No remedy conferred upon or reserved to the holders of any Revenue Obligations is intended to be 
exclusive of any other remedy or remedies, and each and every such remedy shall be cumulative and shall be 
in addition to every other remedy given under the Resolution or now or hereafter existing at law or in equity 
or by statute. 

Waiver of Default 

No delay or omission of any holder of any Revenue Obligations to exercise any right or power 
accruing upon any Event of Default shall impair any such right or power or shall be construed to be a waiver 
of any such Event of Default, or an acquiescence therein, and every power and remedy given by the 
Resolution to the holders of any Revenue Obligations may be exercised from time to time and as often as may 
be deemed expedient. 

Application of Moneys After Default 

If an Event of Default occurs and shall not have been remedied, MLGW or a receiver appointed for 
the purpose shall apply all Pledged Revenues as follows and in the following order of priority (subject to the 
last paragraph of this section): 

(a) Expenses of Receiver and Paying Agent and Bond Registrar - to the payment of the reasonable 
and proper charges, expenses, and liabilities of the receiver and the Paying Agent and Bond Registrar under 
the Resolution with the amounts payable under this (a), if related to a particular series and therefore to a 
particular category of Revenues, first from such category and second from other categories of Revenues in 
amounts as determined by the receiver or the Paying Agent, and if not so related to a particular series or 
category of Revenues, then from all Revenues as determined by the Receiver or the Paying Agent; 

(b) Operating Expenses - then, within each category of Revenues, to the payment of all reasonable 
and necessary related Operating Expenses; 

(c) Principal or redemption price, interest, and payments on Loan Agreements and payments on 
related Contracts - then, within each category of Revenues, to the payment of the interest and principal or 
redemption price then due on the related Senior Lien Revenue Obligations and payments then due under Loan 
Agreement and payments under related Contracts, as follows: 

(1) Unless the principal of all the Senior Lien Revenue Obligations related to such category 
of Revenues shall have become due and payable due to the maturity thereof, all such moneys shall be 
applied as follows: 

first: to the payment to the persons entitled thereto of all installments of interest then 
due on the Senior Lien Revenue Obligations, in the order of the maturity of such installments 
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(with interest on defaulted installments of interest at the rate or rates borne by the Senior 
Lien Revenue Obligations with respect to which such interest is due, but only to the extent 
permitted by law), and, if the amount available shall not be sufficient to pay in full any 
particular installment, then to the payment ratably, according to the amounts due on such 
installment, to the persons entitled thereto, without any discrimination or preference. If some 
of the Senior Lien Revenue Obligations bear interest payable at different intervals or upon 
different dates and if at any time moneys from the Debt Service Reserve Account must be 
used to pay any such interest, the moneys in the Debt Service Reserve Account shall be 
applied (to the extent necessary) to the payment of all interest falling due on the dates upon 
which such interest is payable to and including the date six months after the date of 
application of such moneys. After such period, moneys in the Debt Service Reserve Account 
plus any other moneys available in the Interest Account shall be set aside for the payment of 
interest on Senior Lien Revenue Obligations of each class (a class consisting of all Senior 
Lien Revenue Obligations payable as to interest on the same dates) pro rata among Senior 
Lien Revenue Obligations of the various classes on a daily basis so that there shall accrue to 
each owner of a Senior Lien Revenue Obligation throughout each Fiscal Year the same 
proportion of the total interest payable to such owner of a Senior Lien Revenue Obligation as 
shall so accrue to every other owner of a Senior Lien Revenue Obligation during such Fiscal 
Year. As to any Compound Interest Bond which is a Senior Lien Revenue Obligation, such 
interest shall accrue on the Accreted Value of such Senior Lien Revenue Obligation and be 
set aside on a daily basis until the next compounding date for such Senior Lien Revenue 
Obligations, whereupon it shall be paid to the owner of such Senior Lien Revenue Obligation 
as interest on a defaulted obligation and only the unpaid portion of such interest (if any) shall 
be treated as principal of such Senior Lien Revenue Obligation.  

second: to the payment to the persons entitled thereto of the unpaid principal of any 
of the Senior Lien Revenue Obligations which shall have become due at maturity or upon 
mandatory redemption prior to maturity (other than Senior Lien Revenue Obligations called 
for redemption for the payment of which moneys are held pursuant to the provisions of 
Article IX of the Resolution), in the order of their due dates, with interest upon such Senior 
Lien Revenue Obligations from the respective dates upon which they became due, and, if the 
amount available shall not be sufficient to pay in full Senior Lien Revenue Obligations due 
on any particular date, together with such interest, then to the payment first of such interest, 
ratably according to the amount of such interest due on such date, and then to the payment of 
such principal, ratably according to the amount of such principal due on such date, to the 
persons entitled thereto without any discrimination or preference. If some of the Senior Lien 
Revenue Obligations mature (including mandatory redemption prior to maturity as a 
maturity) upon a different date or dates and if at any time moneys from the Debt Service 
Reserve Account must be used to pay any such principal falling due, the moneys in the Debt 
Service Reserve Account not required to pay interest under paragraph first above shall be 
applied to the extent necessary to the payment of all principal falling due prior to the date 12 
months after the date of application of such moneys. After such period, moneys in the Debt 
Service Reserve Account not required to pay interest plus any other moneys available in the 
Principal Account shall be set aside for the payment of principal of Senior Lien Revenue 
Obligations of each class (a class consisting of all Senior Lien Revenue Obligations payable 
as to principal on the same date) pro rata among Senior Lien Revenue Obligations of the 
various classes which mature or must be redeemed pursuant to mandatory redemption prior 
to maturity throughout each Fiscal Year in such proportion of the total principal payable on 
each such Senior Lien Revenue Obligation as shall be equal among all classes of Senior Lien 
Revenue Obligations maturing or subject to mandatory redemption within such Fiscal Year. 
The Accreted Value of a Compound Interest Bond which is a Senior Lien Revenue 
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Obligation (except for interest which shall have been paid under paragraph first) shall be 
treated as principal for purposes of this paragraph third. 

third: to the payment of the redemption premium on and the principal of any Senior 
Lien Revenue Obligations called for optional redemption pursuant to their terms. 

fourth: to interest portions of Reimbursement Obligations that have not been 
designated as Senior Lien Revenue Obligations, but are related to Senior Lien Revenue 
Obligations pursuant to the terms of the related Contracts. 

fifth: to the payment of the principal portions of Reimbursement Obligations that 
have not been designated as Senior Lien Revenue Obligations but are related to Senior Lien 
Revenue Obligations pursuant to the terms of the related Contracts. 

sixth: to the payment of all other amounts then due on Loan Agreements (excluding 
Termination Payments) and on Contracts (excluding Termination Payments) related to 
Senior Lien Revenue Obligations. 

(2) If the principal of all the Senior Lien Revenue Obligations shall have become due and 
payable, all such moneys shall be applied to the payment of the principal and interest then due and 
unpaid upon the Senior Lien Revenue Obligations, with interest thereon as aforesaid, and due and 
unpaid payments under related Contracts (excluding Termination Payments) and due and unpaid 
payments under Loan Agreements other than principal and interest (excluding Termination 
Payments), without preference or priority of principal over interest or payments on Contracts and 
other payments on Loan Agreements (excluding Termination Payments) or of interest over principal 
or payments on Contracts and other payments on Loan Agreements, or of payments on Contracts 
(excluding Termination Payments) over principal or interest, or of any installment of interest over 
any other installment of interest, or of any Senior Lien Revenue Obligation over any other Senior 
Lien Revenue Obligations, or of any such payment under a Contract and other payments on Loan 
Agreements (excluding Termination Payments) over any other such payment under a Contract and 
other payments on Loan Agreements (excluding Termination Payments), ratably, according to the 
amounts due respectively for principal, interest, and payments under Contracts and other payments on 
Loan Agreements (excluding Termination Payments), to the persons entitled thereto without any 
discrimination or preference. 

Notwithstanding anything else in the Resolution to the contrary, payments made pursuant to (b) and 
(c) shall be made by category of Revenues to related Revenue Obligations such that: 

(i) Amounts traceable to General Revenues are used only for General Revenue Obligations 
and related Contracts; 

(ii) Amounts traceable to Released Revenues are used only for Released Revenue 
Obligations and related Contracts or otherwise as permitted by the Resolution; 

(iii) Amounts traceable to Special Purpose Revenues are used only for Special Purpose 
Revenue Obligations and related Contracts or otherwise as permitted by the Resolution; and 

(iv) Amounts not traceable to particular categories of Revenues shall be used first as General 
Revenues for purposes of this section, then as other Released Revenues, and then as Special Purpose 
Revenues. 
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Rights of Credit Issuer 

Notwithstanding any other provision of the Resolution, in the event that the City or MLGW shall 
draw under a Credit Facility any amount for the payment of principal of or interest on any Revenue 
Obligations, then upon such payment the related Credit Issuer shall succeed to and become subrogated to the 
rights of the recipients of such payments to the extent of such payments and such principal or interest shall be 
deemed to continue to be unpaid and Outstanding for all purposes and shall continue to be fully secured by 
the Resolution until the Credit Issuer, as successor and subrogee, has been paid all amounts owing in respect 
of such subrogated payments of principal and interest. Such rights shall be limited and evidenced by having 
MLGW note the Credit Issuer's rights as successor and subrogee on its records, and MLGW shall, upon 
request, deliver to the Credit Issuer (i) in the case of interest on the Revenue Obligations, an acknowledgment 
of the Credit Issuer's ownership of interest to be paid on the Revenue Obligations specifying the amount of 
interest owed, the period represented by such interest, and the numbers of the Revenue Obligations on which 
such interest is owed and (ii) in the case of principal of the Revenue Obligations, either the Revenue 
Obligations themselves duly assigned to the Credit Issuer or new Revenue Obligations registered in the name 
of the Credit Issuer or in such other name as the Credit Issuer shall specify. Whenever moneys become 
available for the payment of any interest or principal then overdue, the Credit Issuer shall be treated as to 
interest or principal owed to it as successor and subrogee as if it had been the holder of the Revenue 
Obligations on which such interest or principal is payable on any special record date therefor. 

Rights and Remedies Vested in Paying Agent 

All rights of action and remedies under the Resolution or under any of the Senior Lien Revenue 
Obligations may be enforced by the Paying Agent without the possession of any of the Senior Lien Revenue 
Obligations or the production thereof in any trial or other proceedings relating thereto and any such suit or 
proceeding instituted by the Paying Agent shall be brought in its name as Paying Agent without the necessity 
of joining as plaintiffs or defendants any Holders of the Senior Lien Revenue Obligations or any Credit 
Issuer, and any recovery of judgment shall, subject to the terms of the Resolution, be for the benefit of the 
Holders of the Senior Lien Revenue Obligations and any Credit Issuer. 

Rights and Remedies of Bondholders 

No Holder of any Senior Lien Revenue Obligation shall have any right to institute any suit, action or 
proceeding in equity or law for the enforcement of the Resolution, for the execution of any trust thereof or for 
the appointment of a receiver or to enforce any other right or remedy thereunder, unless (a) a Default has 
occurred of which the Paying Agent has been notified, or of which it is deemed to have notice, (b) such 
Default shall have become an Event of Default and the Holders of more than fifty percent (50%) in aggregate 
principal amount of Senior Lien Revenue Obligations then outstanding shall have made written request to the 
Paying Agent and shall have offered reasonable opportunity to the Paying Agent either to proceed to exercise 
the powers granted in the Resolution or to institute such action, suit or proceeding in its own name, and (c) 
such Bondholders have offered to the Paying Agent indemnity as provided in the Resolution and the Paying 
Agent shall thereafter fail or refuse to exercise the powers therein granted, or to institute such action, suit or 
proceeding in its own name. Such notification, request and offer of indemnity are declared in every case at the 
option of the Paying Agent to be conditions precedent to the execution of the powers and trusts of the 
Resolution, and to any action or cause of action for the enforcement thereof, or for the appointment of a 
receiver or for any other right or remedy thereunder; it being understood and intended that no one or more 
Holders of the Senior Lien Revenue Obligations shall have any right in any manner whatsoever to affect, 
disturb or prejudice the lien thereof by its, his or their action or to enforce any right or remedy thereunder 
except in the manner therein provided, and that all proceedings at law or in equity shall be instituted, had and 
maintained in the manner therein provided and for the benefit, first, of the Holders of all Senior Lien Revenue 
Obligations and, second, of any Credit Issuer. 
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Termination of Proceedings 

If the Paying Agent shall have proceeded to enforce any right or remedy under the Resolution by any 
action at law or in equity, by the appointment of a receiver or otherwise, and such proceedings shall have been 
discontinued or abandoned for any reason, or shall have been determined adversely to the Paying Agent, then 
and in every such case MLGW, the Paying Agent, any Credit Issuer and the Bondholders shall be restored to 
their former positions and rights under the Resolution, respectively, with respect to the Pledged Revenues, 
and all rights, remedies and powers of the Paying Agent, any Credit Issuer and the Bondholders, respectively, 
shall continue as if no such proceedings had been taken. 

Waivers of Events of Default 

The Paying Agent shall waive any Event of Default under the Resolution and its consequences upon 
the written request of the Holders of more than fifty percent (50%) in aggregate principal amount of all Senior 
Lien Revenue Obligations then Outstanding, provided, however, there shall not be waived: 

(i) any Event of Default pertaining to the payment of the principal or redemption price of 
any Senior Lien Revenue Obligation at its maturity or Redemption Date; or 

(ii) any Event of Default pertaining to the payment when due of the interest on any Senior 
Lien Revenue Obligation unless prior to such waiver, all arrears of interest and all principal or 
redemption price payments in respect of which such Event of Default shall have occurred, with 
interest thereon (to the extent permitted by law) for the period from the occurrence of such Event of 
Default until paid in full at a rate per annum equal to the interest rate payable on the Senior Lien 
Revenue Obligations from time to time during such period in accordance with the terms of the Senior 
Lien Revenue Obligations, and all expenses of the Paying Agent in connection with such Event of 
Default, shall have been paid or provided for, and in case of any such waiver, or in case any 
proceeding taken by the Paying Agent on account of any such Event of Default shall have been 
discontinued or abandoned or for any reason, or shall have been determined adversely to the Paying 
Agent, then and in every such case MLGW, the Paying Agent, the Credit Issuer and the Bondholders 
shall be restored to their former positions and rights under the Resolution, respectively, but no such 
waiver shall extend to or affect any subsequent or other Event of Default, or impair any rights or 
remedies consequent thereon. 

Paying Agent 

Acceptance of Duties 

With respect to the Senior Lien Revenue Obligations issued under the Resolution, the Paying Agent 
by participating in the closing of the initial series of Senior Lien Revenue Obligations, shall be deemed to 
have accepted the duties imposed upon it by the Resolution, and to have agreed to perform said duties, but 
only upon and subject to the following express terms and conditions; 

(a) The Paying Agent, prior to the occurrence of an Event of Default and after the curing of all Events 
of Default which may have occurred undertakes to perform such duties and only such duties as are 
specifically set forth in the Resolution, and no implied agreements or obligations shall be read into the 
Resolution against the Paying Agent. In case an Event of Default has occurred and is continuing, the Paying 
Agent shall exercise such of the rights and powers vested in it by the Resolution and use the same degree of 
care and skill in their exercise as a prudent corporate trustee would exercise or use under the circumstances. 

(b) The Paying Agent may execute any of the trusts or powers of the Resolution and perform any of 
its duties by or through attorneys, agents, receivers or employees but shall be answerable for the conduct of 
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the same in accordance with the standard specified in subsection (a) above, and shall be entitled to advice of 
counsel concerning all matters relating to its duties thereunder, and may in all cases pay reasonable 
compensation to all such attorneys, agents, receivers and employees as may reasonably be employed in 
connection with the trusts thereof. The Paying Agent may act upon the opinion or advice of any attorney (who 
may be the attorney or attorneys for MLGW), approved by the Paying Agent in the exercise of reasonable 
care. The Paying Agent shall not be responsible for any loss or damage resulting from any action or non-
action in good faith in reliance upon such opinion or advice. 

(c) The Paying Agent shall not be responsible for any recital in the Resolution, or in the Senior Lien 
Revenue Obligations (except with respect to the authentication certificate of the Paying Agent endorsed on 
the Senior Lien Revenue Obligations), or for the recording or rerecording, filing or re-filing of the Resolution 
or any other document, or for the validity of the execution or approval hereof by MLGW or of any 
supplements thereto or instruments of further assurance, or for the sufficiency of the security for the Senior 
Lien Revenue Obligations, or for the value of or title in and to the Pledged Revenues or any part of the 
Pledged Revenues or otherwise as to the maintenance of the security hereof, and the Paying Agent shall not 
be bound to ascertain or inquire as to the performance or observance of any agreements or conditions on the 
part of MLGW except as set forth in the Resolution. 

(d) Except to the extent specifically provided in the Resolution, the Paying Agent shall not be 
accountable for the use of the proceeds of any of the Senior Lien Revenue Obligations. The Paying Agent, in 
its individual capacity, may in good faith buy, sell, own, hold or deal in any of the Revenue Obligations 
issued under the Resolution, and may join in any action which any Bondholder may be entitled to take with 
like effect as if such Person did not act in any capacity thereunder. The Paying Agent, in its individual 
capacity, either as principal or agent, may also engage in or be interested in any financial or other transaction 
with any Credit Issuer, and may act as depository. Paying Agent or agent for any committee or body of 
Bondholders in connection with any other resolution or similar agreement to which MLGW or any Credit 
Issuer is a party and hold any bonds secured thereby or other obligations of MLGW as freely as if such Person 
did not act in any capacity under the Resolution. 

(e) Except as is otherwise provided in subsection (a) above: 

(i) The Paying Agent shall be protected in acting upon opinions of Counsel and upon any 
notice, request, consent, certificate, order, affidavit, letter, telegram or other paper or document 
believed to be genuine and correct and to have been signed or sent by the proper Person or Persons. 
Any action taken by the Paying Agent, pursuant to the Resolution upon the request, authority or 
consent of the Bond Registrar acting at the direction of any Person who at the time of making such 
request or giving such authority or consent is the Holder of any Senior Lien Revenue Obligation, 
shall be conclusive and binding upon all future Holders of the same Senior Lien Revenue Obligation 
and upon Senior Lien Revenue Obligations issued in exchange therefor or in place thereof. The 
Paying Agent may conclusively rely upon a certificate furnished by any Credit Issuer as to amounts 
owing with respect to any Credit Facility. 

(ii) As to the existence or non-existence of any fact or as to the sufficiency or validity of any 
instrument, paper or proceeding, the Paying Agent shall be entitled to rely upon a certificate of 
MLGW as sufficient evidence of the facts therein contained and prior to the occurrence of an Event 
of Default of which the Paying Agent has been notified as provided in subsection (e)(iv) of this 
Section, or of which by said subsection it is deemed to have notice, shall also be at liberty to accept a 
similar certificate to the effect that any particular dealing, transaction or action is necessary or 
expedient, but may at its discretion secure such further evidence deemed necessary or advisable, but 
shall in no case be bound to secure the same. The Paying Agent may accept a certificate of MLGW to 
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the effect that a resolution in the form therein set forth has been adopted as conclusive evidence that 
such resolution has been adopted and is in full force and effect. 

(iii) The right of the Paying Agent to do things enumerated in the Resolution shall not be 
construed as a duty and the Paying Agent shall not be answerable for other than its gross negligence 
or willful misconduct. 

(iv) Unless a Responsible Officer of the Paying Agent shall be specifically notified in writing 
of an Event of Default by MLGW, any Credit Issuer or by the Holders of more than fifty percent 
(50%) in aggregate principal amount of Outstanding Senior Lien Revenue Obligations, the Paying 
Agent shall not be required to take notice or be deemed to have notice of any Default under the 
Resolution except failure to pay the principal or redemption price of or interest on the Senior Lien 
Revenue Obligations when due. All notices or other instruments required to be delivered to the 
Paying Agent must, in order to be effective, be delivered at the principal corporate trust office of the 
Paying Agent, and in the absence of such notice so delivered the Paying Agent may conclusively 
assume there is no Default except as aforesaid. In the event that any payment referred to above is not 
paid when due, the Paying Agent shall give Immediate Notice to MLGW and any Credit Issuer that 
such payment has not been made and shall immediately confirm such notice by registered or certified 
mail to MLGW and any Credit Issuer. 

(f) The Paying Agent shall not be required to give any bond or surety in respect of the execution of 
the said trusts and powers or otherwise in respect of the premises. 

(g) Notwithstanding anything elsewhere therein contained, the Paying Agent shall have the right, but 
shall not be required, to demand, in respect of the authentication of any Senior Lien Revenue Obligations, the 
taking of any action reasonably within the purview of the Resolution, as a condition of such action by the 
Paying Agent. 

(h) Before taking any action under the Resolution (other than acting on a Credit Facility) at the 
request or direction of any Bondholder, the Paying Agent may require that satisfactory security or indemnity 
be furnished by the Holders of the Senior Lien Revenue Obligations for the reimbursement of all expenses to 
which it may be put and to protect it against all liability, except liability which is adjudicated to have resulted 
from the gross negligence or willful misconduct of the Paying Agent, by reason of any action so taken. 

(i) All moneys received by the Paying Agent or the Bond Registrar for the Senior Lien Revenue 
Obligations shall, until used or applied or invested as therein provided, be held in trust for the purposes for 
which they were received but need not be segregated from other funds except to the extent required in the 
Resolution or by law. 

(j) No provision of the Resolution shall require the Paying Agent to expend or risk its own funds or 
otherwise incur any financial liability in the performance of any of its duties thereunder, or in the exercise of 
any of its rights or powers, if it shall have reasonable grounds for believing that repayment of such funds or 
adequate security or indemnity against such risk or liability is not reasonably assured to it. 

(k) The Paying Agent shall be entitled to pay any amount to a Credit Issuer required under the 
Resolution upon written notice from the Credit Issuer that such amount is due and owed by MLGW to the 
Credit Issuer pursuant to the Resolution, a Credit Facility or other related documents, and the Paying Agent 
shall have no obligation to determine whether such amount is in fact owed to the Credit Issuer. 
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Fees, Charges and Expenses of Paying Agent 

MLGW shall pay and/or reimburse the Paying Agent reasonable compensation for its Ordinary 
Services rendered under the Resolution. 

Notice by Paying Agent and Division 

(a) If a Default occurs of which the Paying Agent is by the terms of the Resolution required to take 
notice or if notice of a Default be given as provided in the Resolution, then the Paying Agent shall give 
written notice thereof by first-class mail, postage prepaid, to any Credit Issuer, MLGW and the Holders of all 
Senior Lien Revenue Obligations then Outstanding of the applicable series. 

(b) At any time that any series of Senior Lien Revenue Obligations are rated by a Rating Agency or 
MLGW, shall promptly give notice to such Rating Agency, at such address as the Rating Agency shall have 
furnished to MLGW of: 

(i) any change in the identity of the Paying Agent, 
(ii) any amendments or supplements of the Resolution or the Senior Lien Revenue 

Obligations, 
(iii) any redemption of all the Senior Lien Revenue Obligations or any mandatory purchase of 

all the Senior Lien Revenue Obligations, 
(iv) any amendment, renewal, substitution, termination or expiration of any Credit Facility; 

and 
(v) any other information that the Rating Agency may reasonably request. 

Removal of the Paying Agent 

The Paying Agent may be removed at any time, by an instrument or concurrent instruments in writing 
delivered to the Paying Agent and to MLGW and any Credit Issuer, and signed by MLGW or the Holders of 
more than fifty percent (50%) in aggregate principal amount of the outstanding Senior Lien Revenue 
Obligations; provided, however, that such removal shall take effect only upon the appointment of a successor 
Paying Agent as provided in the Resolution and provided further if the removal is by MLGW, that there shall 
not then exist an Event of Default under the Resolution. 

Defeasance 

Provision for Payment 

Except as otherwise set forth in a Supplemental Resolution authorizing Revenue Obligations, all or 
any portion of the Revenue Obligations for the payment, prepayment or redemption of which sufficient 
moneys or sufficient Defeasance Obligations shall have been deposited with the Paying Agent or an escrow 
agent selected by MLGW (whether upon or prior to the maturity or the redemption date of such Revenue 
Obligations) shall be deemed to be paid and no longer Outstanding under the Resolution; provided, however, 
that if such Revenue Obligations are to be redeemed prior to the maturity thereof, notice of such redemption 
shall have been duly given as provided in Article III of the Resolution or firm and irrevocable arrangements 
shall have been made for the giving of such notice. Defeasance Obligations shall be considered sufficient for 
purposes of Article IX of the Resolution only; (i) if such Defeasance Obligations are not callable by the issuer 
of the Defeasance Obligations prior to their stated maturity, and (ii) if such Defeasance Obligations fall due 
and bear interest in such amounts and at such times as will assure sufficient cash (whether or not such 
Defeasance Obligations are redeemed by MLGW pursuant to any right of redemption) to pay currently 
maturing interest and to pay principal and redemption premiums, if any, when due on the Revenue 
Obligations without rendering the interest on any Tax-Exempt Bonds includable in gross income of any 
owner thereof for federal income tax purposes. 
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MLGW may at any time surrender to the Bond Registrar for cancellation by it any Bonds previously 
authenticated and delivered under the Resolution which MLGW may have acquired in any manner 
whatsoever. All such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired. 

Release of Pledge 

If all Revenue Obligations and obligations secured by a lien on a category of Revenues have been 
paid or provision for payment thereof made pursuant to the Resolution and the related Supplemental 
Resolution, then at the option of MLGW, the terms and provisions of the Resolution relating solely to such 
category of Revenues may be determined as void and of no further force or effect; provided the other terms 
and provisions of the Resolution shall remain in effect until the election of MLGW, after payment or 
provision for payment of all Revenue Obligations and obligations secured by a lien created pursuant to the 
Resolution on any Revenues. 

Supplemental Resolutions 

Supplemental Resolutions Not Requiring Consent of Bondholders 

MLGW, from time to time and at any time, subject to the conditions and restrictions in the 
Resolution, may adopt one or more Supplemental Resolutions which thereafter shall form a part of the 
Resolution, for any one or more or all of the following purposes: 

(a) to add to the covenants and agreements in the Resolution other covenants and agreements 
thereafter to be observed or to surrender, restrict, or limit any right or power reserved in the Resolution to or 
conferred upon MLGW or the City (including but not limited to the right to issue Additional Obligations); 

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting, or 
supplementing any defective provision contained in the Resolution, or in regard to matters or questions 
arising under the Resolution, as MLGW may deem necessary or desirable and not inconsistent with the 
Resolution; 

(c) to subject to the lien and pledge of the Resolution additional revenues, receipts, properties, or 
other collateral; 

(d) to evidence the appointment of successors to any Paying Agent(s) or Bond Registrars); 

(e) to modify, amend, or supplement the Resolution in such manner as to permit the qualification of 
the Resolution under the Trust Indenture Act of 1939 or any federal statute hereinafter in effect, and similarly 
to add to the Resolution such other terms, conditions, and provisions as may be permitted or required by such 
Trust Indenture Act of 1939 or any similar federal statute; 

(f) to make any modification or amendment of the Resolution required in order to make any Revenue 
Obligations eligible for acceptance by DTC or any similar holding institution or to permit the issuance of any 
Revenue Obligations or interests therein in book-entry form; 

(g) to modify any of the provisions of the Resolution in any respect if such modification shall not 
become effective until after all the Outstanding Revenue Obligations immediately prior to the effective date 
of such Supplemental Resolution shall cease to be Outstanding and if any Revenue Obligations issued 
contemporaneously with or after the effective date of such Supplemental Resolution shall contain a specific 
reference to the modifications contained in such subsequent proceedings; 
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(h) to modify the provisions of the Resolution with respect to the disposition of any moneys 
remaining in the Project Fund upon the completion of any Project or to revise, enlarge or reduce the definition 
or description of any particular Project; 

(i) to create additional subaccounts or to abolish any subaccounts within any account; 

(j) to modify the Resolution to permit the qualification of any Revenue Obligations for offer or sale 
under the securities laws of any state in the United States of America; 

(k) to modify the Resolution in connection with the issuance of Additional Obligations or 
Subordinate Lien Obligations permitted to be issued under the Resolution prior to such modification, and such 
modification may deal with any subjects and make any provisions relating to the Additional Obligations or 
Subordinate Lien Obligations which MLGW deems necessary or desirable for that purpose; 

(1) to make such modifications in the provisions of the Resolution as may be deemed necessary by 
MLGW to accommodate the issuance of Revenue Obligations which (i) are Compound Interest Bonds 
(including, but not limited to, provisions for determining the Debt Service Requirement for such Compound 
Interest Bonds and for treatment of Accreted Value in making such determination) or (ii) bear interest at a 
Variable Rate; 

(m) to make such modifications as are necessary to permit the combination of the System with the 
other utility systems operated by MLGW for purposes of collecting and accounting for revenues; or 

(n) to modify any of the provisions of the Resolution in any respect (other than a modification of the 
type described in the Resolution requiring the unanimous written consent of the holders); provided that for (i) 
any Outstanding Revenue Obligations which are assigned a Rating and which are not secured by a Credit 
Facility providing for the payment of the full amount of principal and interest to be paid thereon, each Rating 
Agency shall have given written notification to MLGW that such modification will not cause the then 
applicable Rating on any Revenue Obligations to be reduced or withdrawn, and (ii) any Outstanding Revenue 
Obligations which are secured by Credit Facilities providing for the payment of the full amount of the 
principal and interest to be paid thereon, each Credit Issuer shall have consented in writing to such 
modification. 

Any Supplemental Resolution authorized by the provisions of this Section may be adopted by 
MLGW and the City without the consent of or notice to the owners of any of the Revenue Obligations (except 
as otherwise set forth in such Supplemental Resolution) at the time Outstanding, notwithstanding any of the 
provisions of the Resolution described under “Supplemental Resolutions Requiring Consent of Holders of 
Revenue Obligations” below. Any such Supplemental Resolution may modify the provisions of the 
Resolution in such a manner, and to such extent and containing such provisions, as MLGW may deem 
necessary or desirable to effect any of the purposes stated above. As used in this Section, the term “modify” 
shall mean “modify, amend, or supplement” and the term “modification” shall mean “modification, 
amendment, or supplement.” Modifications to any Loan Agreement shall also be made only in conformance 
with any additional provisions required by such Loan Agreement. MLGW and the City may agree in any 
Supplemental Resolution authorizing Revenue Obligations not to exercise its right to modify the Resolution 
pursuant to any of the provisions above without the consent of a requisite number of holders of the Revenue 
Obligations being issued. 

The provisions of this Section and described under “Supplemental Resolutions Requiring Consent of 
Holders of Revenue Obligations below of the Resolution shall be interpreted by category of Revenues such 
that each provision of any Supplemental Resolution shall be reviewed for compliance with such sections upon 
its effect on the Revenue Obligations and Loan Agreements secured by the related category of Revenues and 
whether the consent of any holders, of a majority of holders of a certain category of Revenue Obligations and 
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Loan Agreements or the consent of all such holders shall be determined with respect to each category of 
Revenues. Supplemental Resolutions may be adopted containing provisions which (1) do not require the 
consents of any holders, (2) require the consents of some but not all holders of Revenue Obligations and Loan 
Agreements related to a category of Revenues, (3) require the consents of some but not all holders of Revenue 
Obligations and Loan Agreements related to several categories of Revenues, (4) require the consents of all 
holders of Revenue Obligations and Loan Agreements related to a category of Revenues, (5) require the 
consents of all holders of Revenue Obligations and Loan Agreements, or (6) are covered in a combination of 
some or all of (1) through (5). 

Supplemental Resolutions Requiring Consent of Holders of Revenue Obligations 

Exclusive of Supplemental Resolutions covered under “Supplemental Resolutions Not Requiring 
Consent of Bondholders” above, with the consent (evidenced as provided in Article VIII of the Resolution) of 
the owners of not less than a majority in aggregate principal amount of the Outstanding Revenue Obligations 
of each class (senior and subordinate), voting separately by class, of each series of Revenue Obligations 
related to an affected category of Revenues or related Revenue Obligations, MLGW and the City may from 
time to time and at any time adopt a Supplemental Resolution for the purpose of adding any provisions to or 
changing in any manner or eliminating any of the provisions of the Resolution or of any Supplemental 
Resolution; provided, however, that no such Supplemental Resolution shall: (a) extend the maturity date or 
due date of any mandatory sinking fund redemption with respect to any Revenue Obligations Outstanding 
under the Resolution; (b) reduce or extend the time for payment of principal of, redemption premium, or 
interest on any Revenue Obligations Outstanding under the Resolution; (c) reduce any premium payable upon 
the redemption of any Revenue Obligations under the Resolution or advance the date upon which any 
Revenue Obligations may first be called for redemption prior to its stated maturity date; (d) give to any 
Revenue Obligation or Revenue Obligations (or related Contracts) a preference over any other Revenue 
Obligation or Revenue Obligations (or related Contracts) not already permitted by the Resolution; (e) permit 
the creation of any lien or any other encumbrance on the Pledged Revenues having a lien equal to or prior to 
the lien created under the Resolution for the Senior Lien Revenue Obligations; (f) reduce the percentage of 
owners of Revenue Obligations required to approve any such Supplemental Resolution; or (g) deprive the 
owners of the Revenue Obligations of the right to payment of the Revenue Obligations or from the Pledged 
Revenues, without, in each case, the consent of the owners of all the Revenue Obligations then Outstanding of 
the category of Revenue Obligations affected thereby. No amendment may be made under this Section which 
affects the rights or duties of any Credit Issuer securing any of the Revenue Obligations or any Qualified 
Hedge Provider under any Hedge Agreement without its written consent. The provisions of this paragraph 
shall be strictly construed such that Supplemental Resolutions requiring the consents of owners of Revenue 
Obligations shall be limited to those clearly falling within one of the enumerated categories. 

If MLGW intends to enter into or adopt any Supplemental Resolution as described in this Section, 
MLGW shall mail, by registered or certified mail, to the registered owners of the Revenue Obligations at their 
addresses as shown on the Bond Register and the holders or assignees of such holders of any Loan 
Agreement, a notice of such intention along with a description of such Supplemental Resolution not less than 
30 days prior to the proposed effective date of such Supplemental Resolution. The consents of the registered 
owners of the Revenue Obligations and the holders or assignees of such holders of any Loan Agreement need 
not approve the particular form of wording of the proposed Supplemental Resolution, but it shall be sufficient 
if such consents approve the substance thereof. Failure of the owner of any Bond and the holders or assignees 
of such holders of any Loan Agreement to receive the notice required in the Resolution shall not affect the 
validity of any Supplemental Resolution if the required number of owners of the Bonds and the holders or 
assignees of such holders of any Loan Agreement of each class shall provide their written consent to such 
Supplemental Resolution. Modifications to any Loan Agreement shall also be made in conformance with any 
additional provisions required by such Loan Agreement. In connection with the issuance of any Revenue 
Obligations, the underwriter of such Revenue Obligations shall be deemed to be the initial holder of such 
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Revenue Obligations for all purposes under the Resolution, whether or not such Revenue Obligations are 
delivered in book-entry form through DTC or another securities depository, and the consent of such 
underwriter to any Supplemental Resolution shall be fully binding on all subsequent holders of such Revenue 
Obligations. 

Notwithstanding any provision of the Resolution to the contrary, upon the issuance of a Credit 
Facility to secure any Revenue Obligations and for the period in which such Credit Facility is outstanding, the 
Credit Issuer may have the consent rights of the owners of the Revenue Obligations which are secured by 
such Credit Facility pertaining to some or all of the amendments or modifications of the Resolution, to the 
extent provided in the applicable Supplemental Resolution. Notwithstanding the foregoing, if a Credit Issuer 
is granted the consent rights of the owners of any Revenue Obligations in a Supplemental Resolution and 
refuses to exercise such consent rights, either affirmatively or negatively, then the registered owners of the 
Revenue Obligations secured by the related Credit Facility may exercise such consent rights. 

Notice of Supplemental Resolutions 

MLGW shall cause the Bond Registrar to mail a notice by registered or certified mail to the registered 
owners of all Bonds Outstanding, at their addresses shown on the Bond Register or at such other address as 
has been furnished in writing by such registered owner to the Bond Registrar, and to the holder or its assignee 
of any Loan Agreement at the address set forth therein, setting forth in general terms the substance of any 
Supplemental Resolution which has been: (i) adopted by MLGW pursuant to the Resolution; or (ii) approved 
by holders or any Credit Issuer and adopted by MLGW pursuant to the Resolution. 

Bond Opinion for Supplemental Resolutions 

So long as there are Tax-Exempt Bonds Outstanding, no Supplemental Resolution may become 
effective prior to the filing by MLGW of an opinion from Bond Counsel that such Supplemental 
Resolution will have no adverse effect on the tax status of any Tax-Exempt Bonds and the adoption of 
such Supplemental Resolution was permitted by the terms of the Resolution.
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Summary of Certain Provisions of the Gas System Resolution 

The following briefly summarizes certain terms and provisions of the Master Resolution adopted by 
MLGW on June 1, 2016 and by the City on July 5, 2016; as supplemented by a First Supplemental Resolution 
adopted by MLGW on June 1, 2016 and by the City on July 5, 2016; as supplemented by the Second 
Supplemental Resolution adopted by MLGW on July 19, 2017 and by the City on August 22, 2017 
(collectively, the “Resolution”).  This summary is not a complete explanation of the terms and conditions of 
the Resolution.  Investors should refer to the Resolution for a complete statement of the terms, provisions and 
conditions thereof. 

Definitions of Certain Terms 

“Acquired System” means any other gas system or facility acquired by the City or MLGW pursuant 
to State law. 

“Acts” mean Chapter 34 of Title 7 and Chapter 21 of Title 9 of the Tennessee Code Annotated, as 
amended. 

“Additional Interest” means, for any period during which any Credit Facility Bonds are owned by a 
Credit Issuer pursuant to a Credit Facility or Credit Facility Agreement, the amount of interest accrued on 
such Credit Facility Bonds at the Credit Facility Bond Rate less the amount of interest which would have 
accrued during such period on an equal principal amount of Bonds at the Bond Rate. 

“Additional Obligations” means Revenue Obligations issued in accordance with and pursuant to the 
Resolution. 

“Annual Budget” means the annual budget of MLGW relating to the System (which shall specify all 
costs, obligations, and expenses properly allocable to the System), as amended or supplemented in accordance 
with established procedures of the Board, adopted by the Board and approved by the Council or otherwise in 
effect for a particular Fiscal Year. 

“Balloon Date” means any Principal Maturity Date or Put Date for Balloon Obligations in a Balloon 
Year. 

“Balloon Obligations” means any Revenue Obligations, 25% or more of the original principal 
amount of which (a) is due in any 12-month period or (b) may, at the option of the holders thereof, be 
required to be redeemed, prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid in 
any 12-month period; provided that, in calculating the principal amount of such Revenue Obligations due or 
required to be redeemed, prepaid, purchased, or otherwise paid in any 12-month period, such principal 
amount shall be reduced to the extent that all or any portion of such amount is required to be redeemed or 
amortized prior to such 12-month period. 

“Balloon Year” means any 12-month period in which more than 25% of the original principal 
amount of related Balloon Obligations mature or are subject to mandatory redemption or could, at the option 
of the holders thereof, be required to be redeemed, prepaid, purchased directly or indirectly by the City or 
MLGW, or otherwise paid. 

“Beneficiaries” means the holder of any Revenue Obligations and the parties to Contracts. 

“Board” means the Board of Light, Gas and Water Commissioners operating as the governing body 
of MLGW. 
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“Bond Counsel” means any firm of nationally recognized bond counsel experienced in matters 
relating to tax-exempt financing retained by MLGW. 

“Bondholder” or “holder” means the registered owner or the holder of one or more Revenue 
Obligations. 

“Bond Rate” means the rate of interest per annum payable on specified Revenue Obligations other 
than Credit Facility Bonds. 

“Bond Register” means the registration books maintained and to be maintained by the Bond 
Registrar. 

“Bond Registrar” means any bank or trust company designated as such by MLGW with respect to 
any of the Bonds.  Such Bond Registrar shall perform the duties required of the Bond Registrar in the 
Resolution. 

“Bonds” means any revenue bonds or notes authorized by and authenticated and delivered pursuant 
to the Resolution. 

The term “category” or “category of Revenues” means an objectively definable portion of Revenues 
related to a particular type of service, activity or facility, including the categories of General Revenues and 
Special Purpose Revenues and subcategories within such categories.  A “category of Revenues,” unless 
otherwise determined by MLGW, includes Investment Earnings or other moneys in funds or amounts derived 
from such portion of Revenues. 

“City” means the City of Memphis, Tennessee, a municipal corporation created and existing under 
the laws of the State. 

“City Payments” means any amounts payable by MLGW to the City or payable by MLGW to any 
other entity at the direction of the Council, including but not limited to any payments in lieu of taxes or any 
dividend payments resulting from any equity investment by the City in the System. 

“Code” means the Internal Revenue Code of 1986, as amended, and any applicable regulations 
thereunder. 

“Commitment,” when used with respect to Balloon Obligations, means a binding written 
commitment from a financial institution, surety, or insurance company to refinance such Balloon Obligations 
on or prior to any Balloon Date thereof, including without limitation any Credit Facility for such Balloon 
Obligations. 

“Consulting Engineer” means (a) an engineering firm or individual engineer employed by MLGW 
with substantial experience in advising utilities similar to the System operated by MLGW as to the 
construction and maintenance of the System and in the projection of relative costs of, and revenues resulting 
from, expansion in the System or (b) an engineer or engineers who are employees of MLGW whose reports or 
projections are certified by a Municipal Advisor. 

“Contract Payments Account” means the Contract Payments Account within the Sinking Fund 
established pursuant to the Resolution. 

“Contracts” means all Credit Facility Agreements, including any related Reimbursement 
Obligations, all agreements with respect to Reserve Account Credit Facilities, including any related 
Reimbursement Obligations and all Qualified Hedge Agreements. 
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“Costs,” with respect to any Project, means the total cost, paid or incurred, to study, plan, design, 
finance, acquire, construct, reconstruct, install, equip or otherwise implement the Project, including 
improvements to another Project, and shall include, but shall not be limited to, the following costs and 
expenses relating to such Project and the reimbursement to MLGW for any such items previously paid by 
MLGW: 

i) the cost of all lands, real or personal properties, rights, easements and franchises acquired; 

ii) the cost of all financing charges incurred and interest occurring prior to and during 
construction, including interest on the Revenue Obligations, and, subject to approval by Bond Counsel and 
otherwise not prohibited by law, the cost of all financing charges incurred and interest occurring after 
construction, including interest on the Revenue Obligations; 

iii) the cost of the acquisition, construction, reconstruction, implementation, installation or 
equipping of any Project; 

iv) the cost of the acquisition of any long-term supply of natural gas pursuant to any prepaid gas 
agreement with any supplier of natural gas; 

v) the cost of engineering, architectural, planning, development, and supervisory services, fiscal 
agents’ and legal expenses, plans and specifications, and other expenses necessary or incident to determining 
the feasibility or practicability of any Project, administrative expenses, and such other expenses as may be 
necessary or incident to any financing with proceeds of Revenue Obligations; 

vi) the cost of placing any Project in operation; 

vii) the cost of condemnation of property necessary for construction implementation and 
operation; 

viii) the costs of issuing any Revenue Obligations to finance or to refinance any Project; 

ix) any other costs which may be incident to any Project prior to completion and implementation; 
and 

x) any other costs permitted by the Acts. 

“Council” means the governing body of the City. 

“Credit Facility” means any letter of credit, insurance policy, guaranty, surety bond, standby bond 
purchase agreement, line of credit, revolving credit agreement, or similar obligation, arrangement, or 
instrument issued by a bank, insurance company, or any entity that is used by MLGW to perform one or more 
of the following tasks: (a) enhancing MLGW’s credit by assuring owners of any of the Revenue Obligations 
that principal of and interest on such Revenue Obligations will be paid promptly when due; (b) providing 
liquidity for the owners of Revenue Obligations through undertaking to cause Revenue Obligations to be 
bought from the owners thereof when submitted pursuant to an arrangement prescribed by a Supplemental 
Resolution; or (c) remarketing any Revenue Obligations so submitted to the Credit Issuer (whether or not the 
same Credit Issuer is remarketing the Revenue Obligations).  The term Credit Facility shall not include a 
Reserve Account Credit Facility. 

“Credit Facility Agreement” means an agreement between the City, at the request of the Board 
and/or MLGW, and a Credit Issuer pursuant to which the Credit Issuer issues a Credit Facility and may 
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include a related Reimbursement Obligation.  The term Credit Facility Agreement shall not include an 
agreement with respect to a Reserve Account Credit Facility. 

“Credit Facility Bond” means any Revenue Obligation purchased and held by a Credit Issuer 
pursuant to a Credit Facility Agreement.  A Revenue Obligation shall be deemed a Credit Facility Bond only 
for the actual period during which such Revenue Obligation is owned by a Credit Issuer pursuant to a Credit 
Facility Agreement. 

“Credit Facility Bond Rate” means the rate of interest payable on Credit Facility Bonds, as may be 
provided in a Credit Facility or Credit Facility Agreement. 

“Credit Issuer” means any issuer of a Credit Facility then in effect for all or part of the Revenue 
Obligations.  The term Credit Issuer shall not include any Reserve Account Credit Facility Provider.  
Whenever in the Resolution the consent of the Credit Issuer is required, such consent shall only be required 
from the Credit Issuer whose Credit Facility is issued with respect to the Revenue Obligations for which the 
consent is required. 

“Debt Service Requirement” means, with respect to Revenue Obligations, the total principal and 
interest coming due, whether at maturity or upon mandatory redemption (less any amount of interest that is 
capitalized and payable with the proceeds of debt on deposit with MLGW or any Paying Agent), in any 
specified period, provided: 

(a) If any Revenue Obligations Outstanding or proposed to be issued shall bear interest at a 
Variable Rate, including Hedged Obligations if the interest thereon calculated as set forth below is expected 
to vary and Revenue Obligations secured by a Credit Facility if the interest thereon calculated as set forth 
below is expected to vary, the interest coming due in any specified future period shall be determined as if the 
Variable Rate in effect at all times during such future period equaled, at the option of MLGW, either (1) the 
average of the actual Variable Rates which were in effect (weighted according to the length of the period 
during which each such Variable Rate was in effect) for the most recent 12-month period immediately 
preceding the date of calculation for which such information is available (or shorter period if such information 
is not available for a 12-month period), or (2) the current average annual fixed rate of interest on securities of 
similar quality having a similar maturity date as certified by a Municipal Advisor. 

(b) With respect to any Revenue Obligations secured by a Credit Facility, the Debt Service 
Requirement therefor shall include (1) any commission or commitment fee obligations with respect to such 
Credit Facility, (2) the outstanding amount of any Reimbursement Obligation and interest thereon, (3) any 
Additional Interest owed on Credit Facility Bonds, and (4) any remarketing agent fees; provided if (A) the 
Credit Facility requires the Credit Issuer to make all interest payments on the Revenue Obligations, (B) the 
Reimbursement Obligation provides for payments by MLGW or the Credit Issuer based on levels of, or 
changes or differences in, interest rates, currency exchange rates, or stock or other indices, and (C) the Credit 
Issuer, upon the execution of the Credit Facility Agreement, would qualify as a Qualified Hedge Provider if 
the Credit Facility Agreement were to be construed as a Hedge Agreement and the related Revenue 
Obligations as Hedged Obligations, then interest on such Revenue Obligations shall be calculated by adding 
(x) the amount of interest payable on such Revenue Obligations pursuant to their terms and (y) the amount of 
payments for interest to be made by the City or MLGW under the Credit Facility Agreement, and subtracting 
(z) the amounts payable by the Credit Issuer to the City or MLGW or as interest on such Revenue Obligations 
as specified in the Credit Facility Agreement; but only to the extent the Credit Issuer is not in default under 
the Credit Facility and if such default has occurred and is continuing, interest on such Revenue Obligations 
shall be calculated as if there were no Credit Facility.  In determining the amounts described in this paragraph 
for any future period, MLGW (i) may assume that any Credit Facility presently in effect will remain in effect 
even if such Credit Facility has an expiration date prior to the maturity of the related Revenue Obligations and 
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(ii) may assume that the current payments relating to the Credit Facility will remain in effect or may estimate 
such payments in the future provided that MLGW obtains a certificate from a Municipal Advisor that such 
estimates are reasonable. 

(c) With respect to any Hedged Obligations, the interest on such Hedged Obligations during any 
Hedge Period and for so long as the provider of the related Qualified Hedge Agreement has not defaulted on 
its payment obligations thereunder shall be calculated by adding (1) the amount of interest payable by the 
City or MLGW on such Hedged Obligations pursuant to their terms and (2) the amount of Hedge Payments 
payable by the  City or MLGW under the related Qualified Hedge Agreement and subtracting (3) the amount 
of Hedge Receipts payable by the provider of the related Qualified Hedge Agreement at the rate specified in 
the related Qualified Hedge Agreement; provided, however, that to the extent that the provider of any 
Qualified Hedge Agreement is in default thereunder, the amount of interest payable by the City or MLGW on 
the related Hedged Obligations shall be the interest calculated as if such Qualified Hedge Agreement had not 
been executed.  In determining the amount of Hedge Payments or Hedge Receipts that are not fixed 
throughout the Hedge Period (i.e., which are variable), and that are payable or receivable for any future 
period, such Hedge Payments or Hedge Receipts for any period of calculation (the “Determination Period”) 
shall be computed by assuming that the variables comprising the calculation (e.g., indices) applicable to the 
Determination Period are equal to the average of the actual variables which were in effect (weighted 
according to the length of the period during which each such variable was in effect) for the most recent 12-
month period immediately preceding the date of calculation for which such information is available (or 
shorter period if such information is not available for a 12-month period). 

(d) For the purpose of calculating the Debt Service Requirement on Balloon Obligations (1) 
which are subject to a Commitment or (2) which do not have a Balloon Year commencing within 12 months 
from the date of calculation or (3) which are issued in anticipation of the issuance of Bonds that are not 
Balloon Obligations or (4) which are issued pursuant to a Supplemental Resolution which contemplates that 
the principal of Revenue Obligations tendered for payment at the option of the holder thereof prior to the 
stated maturity of such Revenue Obligations will be paid from the proceeds of the remarketing of such 
tendered Revenue Obligations (or from the issuance of new Revenue Obligations authorized by such 
Supplemental Resolution), in each such case, at the option of MLGW, (A) the actual principal and interest on 
such Balloon Obligations in any specified period shall be included in the Debt Service Requirement, subject 
to the other assumptions contained therein, or (B) the principal on such Balloon Obligations shall be assumed 
to be amortized in such amounts as to require substantially equal annual amounts to be paid for principal and 
interest over an assumed amortization period of 20 years at an assumed interest rate (which shall be the 
interest rate certified by a Municipal Advisor to be the interest rate at which MLGW could reasonably expect 
to borrow the same amount by issuing Bonds with the same priority of lien as such Balloon Obligations and 
with a 20-year term); provided, however, that if the maturity of such Balloon Obligations (taking into account 
the term of any Commitment) is in excess of 20 years from the date of issuance, then such Balloon 
Obligations shall be assumed to be amortized in substantially equal annual amounts to be paid for principal 
and interest over an assumed amortization period of years equal to the number of years from the date of 
issuance of such Balloon Obligations to maturity (including the Commitment) and at the interest rate 
applicable to such Balloon Obligations.  For the purpose of calculating the Debt Service Requirement on 
Balloon Obligations not described in the preceding sentence, the principal payable on such Bonds during the 
Balloon Year shall be calculated as if paid on the Balloon Date. 

(e) The principal of and interest on Revenue Obligations, amounts for interest under a Credit 
Facility and Hedge Payments shall be excluded from the determination of Debt Service Requirement to the 
extent that the same were or are expected to be paid with amounts on deposit on the date of calculation (or 
proceeds of Revenue Obligations to be deposited on the date of issuance of proposed Revenue Obligations) in 
a fund under the Resolution. 
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“Debt Service Reserve Account” means the Debt Service Reserve Account within the Sinking Fund 
established in the Resolution. 

“Debt Service Reserve Requirement” means an amount determined from time to time by MLGW as 
a reasonable reserve, if any, for the payment of principal of and interest on Revenue Obligations for which a 
subaccount in the Debt Service Reserve Account is created or added to pursuant to a Supplemental 
Resolution. 

“Defeasance Obligations” means Government Obligations and such other investments that are from 
time to time permitted by applicable law to be used by the City or MLGW to provide for the payment of 
Revenue Obligations in connection with the defeasance or refunding of such Revenue Obligations. 

“Depository” means any depository of a fund established under the Resolution selected by MLGW in 
its discretion. 

 “DTC” means The Depository Trust Company, New York, New York, or its nominee, or its 
successors and assigns, or any other depository performing similar functions under the Resolution. 

“Fiscal Year” means the 12-month period used by MLGW for its general accounting purposes, as it 
may be changed from time to time.  The Fiscal Year at the time the Resolution was adopted began on January 
1, and ended on December 31. 

“Forecast Period” means a period beginning with the first Fiscal Year beginning after the later of (a) 
the Fiscal Year in which any proposed Additional Obligations are to be issued or (b) the Fiscal Year in which 
any Project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of 
MLGW, expected to be completed, and ending on the last day of the fifth (5th) Fiscal Year thereafter. 

“General Revenue Account” means the General Revenue Account within the Revenue Fund 
established in the Resolution. 

“General Revenue Obligations” means Revenue Obligations secured by a Senior Lien on General 
Revenues. 

“General Revenue Facilities” means the System, but not including any Special Purpose Facilities. 

“General Revenues” means all Revenues other than Special Revenues. 

“Government Obligations” means (a) direct obligations of the United States of America for the full 
and timely payment of which the full faith and credit of the United States of America is pledged or (b) 
obligations issued by a person controlled or supervised by and acting as an instrumentality of the United 
States of America, the full and timely payment of the principal of and the interest on which is fully and 
unconditionally guaranteed as a full faith and credit obligation of the United States of America (including any 
securities described in (a) or (b) issued or held in book-entry form on the books of the Department of the 
Treasury of the United States of America), which obligations, in either case, (y) are not subject to redemption 
or prepayment prior to maturity except at the option of the holder of such obligations and (z) may include 
U.S.  Treasury Trust Receipts. 

“Hedge Agreement” means, without limitation:  (a) any contract known as or referred to or which 
performs the function of an interest rate swap agreement, currency swap agreement, forward payment 
conversion agreement, or futures contract; (b) any contract providing for payments based on levels of, or 
changes or differences in, interest rates, currency exchange rates, or stock or other indices; (c) any contract to 
exchange cash flows or payments or series of payments; (d) any type of contract called, or designed to 
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perform the function of, interest rate floors, collars, or caps, options, puts, or calls, to hedge or minimize any 
type of financial risk, including, without limitation, payment, currency, rate, or other financial risk; and (e) 
any other type of contract or arrangement that MLGW determines is to be used, or is intended to be used, to 
manage or reduce the cost of any Revenue Obligations, to convert any element of any Revenue Obligations 
from one form to another, to maximize or increase investment return, to minimize investment return risk, or to 
protect against any type of financial risk or uncertainty. 

“Hedge Payments” means amounts payable by the City or MLGW pursuant to any Hedge 
Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

“Hedge Payments Account” means the Hedge Payments Account within the Sinking Fund 
established in the Resolution. 

“Hedge Period” means the period during which a Hedge Agreement is in effect. 

“Hedge Receipts” means amounts payable by any provider of a Hedge Agreement pursuant to such 
Hedge Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

“Hedged Obligations” means any Revenue Obligations for which the City or MLGW shall have 
entered into a Qualified Hedge Agreement. 

“Independent Certified Public Accountant” means a certified public accountant, or a firm of 
certified public accountants, who or which are “independent” as that term is defined in Rule 101 and related 
interpretations of the Code of Professional Ethics of the American Institute of Certified Public Accountants, 
of recognized standing, who or which does not devote their full time to MLGW (but who or which may be 
regularly retained by MLGW). 

“Interest Payment Date” means each date on which interest is to become due on any Revenue 
Obligations, as established in the Supplemental Resolution for such Revenue Obligations. 

“Interest Account” means the Interest Account within the Sinking Fund established pursuant to the 
Resolution. 

“Investment Earnings” means all interest received on and profits derived from investments made 
with Revenues or any other moneys in the funds and accounts established pursuant to the Resolution. 

“Master Resolution” means the Master Resolution adopted by MLGW on June 1, 2016 and by the 
City Council of the City of Memphis, Tennessee (the “City”) on July 5, 2016, as amended by the First 
Supplemental Resolution adopted by MLGW on June 1, 2016 and by the City on July 5, 2016, and as further 
amended from time to time. 

“MLGW” or “Division” means the Memphis Light, Gas and Water Division of the City of Memphis, 
a division of the City of Memphis, established pursuant to Chapter 381 of the 1939 Private Acts of Tennessee, 
as amended. 

“Municipal Advisor” means an investment banking or financial advisory firm, commercial bank, or 
any other Person who or which is retained by MLGW for the purpose of passing on questions relating to the 
availability and terms of specified types of Revenue Obligations or the financial condition or operation of the 
System and is actively engaged in and, in the good faith opinion of MLGW, has a favorable reputation for 
skill and experience in providing financial advisory services of the type with respect to which the Municipal 
Advisor has been retained. 
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“Net Revenues” means, for each category of Revenues, Revenues net of related Operating Expenses. 

“Operating Expenses” means the current costs and expenses of MLGW for operation, maintenance 
and repair applicable to the System, salaries and wages, employees’ health, hospitalization, actuarially 
required pension and retirement expenses, actuarially required post-employment benefits, fees for services, 
materials and supplies, rents, administrative and general expenses (including legal, engineering, accounting 
and financial advisory fees and expenses and costs of other consulting or technical services not funded with 
proceeds of Revenue Obligations), insurance expenses, taxes and other governmental charges, the imposition 
or amount of which is not subject to control of MLGW or the City, any payments made by MLGW during 
any Fiscal Year to purchase gas for distribution and sale during or after the end of that Fiscal Year (except to 
the extent any of such purchased gas is treated as a prepaid asset by MLGW for accounting purposes), and 
other payments made under any gas supply contract or commodity swap or other hedging mechanism, and 
any principal or interest payments made by MLGW during any Fiscal Year on bonds, notes or other 
obligations, including loan agreements, issued or entered into for the purpose of financing the purchase of 
gas, and to the extent so provided by the resolution authorizing such bonds, notes or obligations and to the 
extent not inconsistent with generally accepted accounting principles.  Operating Expenses do not include 
depreciation or obsolescence charges or reserves therefor, amortization of intangibles or other bookkeeping 
entries of a similar nature, payment on Revenue Obligations or Contracts of MLGW or the City, on behalf of 
MLGW, payable from Net Revenues of the System, costs or charges made therefor, capital additions, 
replacements, betterments, extensions or improvements to or retirement from the System which under 
generally accepted accounting principles are properly chargeable to the capital account or the reserve for 
depreciation, or City Payments or any other payments to a political subdivision or public body, and do not 
include losses from the sale, abandonment, reclassification, revaluation or other disposition of any properties 
of the System, nor such property items, including taxes and fuels, which are capitalized pursuant to the then 
existing accounting practices of the Board or expenses of an Acquired System if revenues of the Acquired 
System are not included in Revenues at the election of MLGW. 

“Other System Obligations” means obligations of any kind, including but not limited to, revenue 
bonds, capital leases, Hedge Agreements which are not Qualified Hedge Agreements, installment purchase 
agreements, or notes (but excluding Revenue Obligations and Contracts), incurred or issued by MLGW to 
finance or refinance the cost of acquiring, constructing, reconstructing, improving, bettering, or extending any 
part of the System or any other cost relating to the System, which do not have a lien on, or are not secured by 
a pledge of, any category of Revenues. 

“Outstanding” means, when used in reference to the Revenue Obligations, all Revenue Obligations 
that have been duly authenticated and/or delivered under the Resolution, with the exception of (a) Revenue 
Obligations in lieu of which other Revenue Obligations have been issued under agreement to replace lost, 
mutilated, stolen, or destroyed obligations, (b) Bonds surrendered by the owners in exchange for other Bonds 
pursuant to the Resolution, and (c) Revenue Obligations for the payment of which provision has been made in 
accordance with the Resolution. 

The term “parity” or “parity secured” when applied to two or more series of Revenue Obligations 
means each such Revenue Obligation has a lien or pledge of equal rank on the same category of Revenues. 

“Paying Agent” means a bank, trust company, or any other Person designated as such by MLGW 
with respect to the Revenue Obligations issued under the Resolution and authorized to pay the principal of, 
premium, if any, or interest on such Revenue Obligations on behalf of MLGW.  Such Paying Agent shall 
perform the duties required of the Paying Agent in the Resolution and any Supplemental Resolution 
authorizing Revenue Obligations.  MLGW may designate itself as Paying Agent with respect to any Revenue 
Obligations, provided, however, if an Event of Default has occurred and is ongoing under the Resolution, then 
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any holder of Revenue Obligations to which the Event of Default relates may petition a court of competent 
jurisdiction for appointment of a replacement Paying Agent. 

“Permitted Investments” means obligations selected by MLGW in which MLGW is permitted to 
invest moneys pursuant to applicable law. 

“Person” or “person” means any individual, corporation, partnership, limited liability company, joint 
venture, association, joint stock company, trust, unincorporated organization, body, government, or agency or 
political subdivision thereof. 

“Pledged Revenues” means all Net Revenues and all moneys paid or required to be paid into, and all 
moneys and securities on deposit from time to time in, the funds and accounts specified in the Resolution, but 
excluding (a) amounts in the Revenue Fund required to be used to pay Operating Expenses and (b) any 
amounts required in the Resolution to be set aside pending, or used for, rebate to the United States 
government pursuant to Section 148(f) of the Code, including, but not limited to, amounts in the Rebate Fund. 

“President and CEO” means the individual appointed by the Mayor, confirmed by the Council, as 
the chief executive officer of MLGW. 

The term “principal” means the principal amount of any Revenue Obligations. 

“Principal Account” means the Principal Account within the Sinking Fund established pursuant to 
the Resolution. 

 “Principal Maturity Date” means each date on which principal is to become due on any Revenue 
Obligations, by maturity or mandatory sinking fund redemption, as established in the Supplemental 
Resolution for such Revenue Obligations. 

 “Project” includes the construction of improvements and extensions to and the equipping of 
improvements and extensions to the System, in whole or in part, and the acquisition of all property, real and 
personal, related thereto, and the acquisition of long-term supplies of natural gas pursuant to any prepaid gas 
agreement with any supplier of natural gas, with the proceeds of any Revenue Obligations. 

“Project Fund” means MLGW’s Gas System Project Fund established in the Resolution. 

“Put Date” means any date on which a holder may elect to have Balloon Obligations redeemed, 
prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid. 

“Qualified Hedge Agreement” means any Hedge Agreement with a Qualified Hedge Provider. 

“Qualified Hedge Provider” means an entity whose senior unsecured long-term obligations, 
financial program rating, counterparty rating, or claims paying ability, or whose payment obligations under 
the related Hedge Agreement are absolutely and unconditionally guaranteed or insured or collateralized by an 
entity whose senior unsecured long-term obligations, financial program rating, counterparty rating, or claims 
paying ability, are rated either (a) at least A- by S&P or at least A3 by Moody’s, (b) in any such lower Rating 
categories which each Rating Agency indicates in writing to MLGW will not, by itself, result in a reduction or 
withdrawal of its Rating on the related Hedged Obligations that is in effect prior to entering into the Hedge 
Agreement, or (c) in such higher Rating category as may be specified in a Supplemental Resolution.  An 
entity’s status as a “Qualified Hedge Provider” is determined only at the time MLGW or the City, at the 
direction of MLGW, enters into a Hedge Agreement with such entity and will not be redetermined with 
respect to that Hedge Agreement. 
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“Rate Covenant” means, collectively, the covenants set forth under the heading “Rate Covenant” in 
this summary of the Resolution, as such covenants may be explicitly supplemented or amended in any 
Supplemental Resolution. 

“Rate Stabilization Fund” means the Rate Stabilization Fund established in the Resolution. 

“Rating” means a rating in one of the categories by a Rating Agency, disregarding pluses, minuses, 
and numerical gradations. 

“Rating Agencies” or “Rating Agency” means Fitch, Moody’s, and Standard & Poor’s or any 
successors thereto and any other nationally recognized credit rating agency then maintaining a rating on any 
Revenue Obligations at the request of MLGW.  If at any time a particular Rating Agency does not have a 
rating outstanding with respect to the relevant Revenue Obligations, then a reference to Rating Agency or 
Rating Agencies shall not include such Rating Agency. 

“Rebate Fund” means the Rebate Fund, established pursuant to the Resolution. 

“Receiver” means any receiver for the System appointed in accordance with the applicable laws of 
the State. 

“Record Date” means any record date designated in a Supplemental Resolution for any Revenue 
Obligations. 

“Reimbursement Obligation” means the obligation of the Board or of the City, on behalf of the 
Board, to directly reimburse any Credit Issuer for amounts paid by such Credit Issuer under a Credit Facility, 
whether or not such obligation to so reimburse is evidenced by a promissory note or other similar instrument. 
 The term Reimbursement Obligation includes obligations pursuant to a Credit Facility Agreement either to 
make payments for interest based on levels of, or changes or differences in, interest rates, currency exchange 
rates, or stock or other indices, in return for the Credit Issuer’s fixed obligations under the Credit Facility or to 
make fixed payments for interest in return for the Credit Issuer’s payments based on such variables. 

The term “related” means, when used to refer to Revenue Obligations, subaccounts, categories of 
Revenues or liens, the item modified by such term has a definite relationship to the subject as described in the 
Resolution.  The term “related” means, when used to refer to Operating Expenses, (a) for Special Purpose 
Revenue Obligations or Special Purpose Revenues, Operating Expenses with respect to Special Purpose 
Facilities, and (b) for General Revenue Obligations or General Revenues, all Operating Expenses of the 
System less Operating Expenses with respect to Special Purpose Facilities. 

“Renewal and Extension Fund” means any System Renewal and Extension Fund established 
pursuant to the Resolution. 

 “Reserve Account Credit Facility” means any letter of credit, insurance policy, line of credit, surety 
bond, or similar obligation, arrangement or instrument issued by a bank, insurance company, or other 
financial institution, together with any substitute or replacement therefor, if any, complying with the 
provisions of the Resolution, thereby fulfilling all or a portion of a Debt Service Reserve Requirement, if any. 

“Reserve Account Credit Facility Provider” means any provider of a Reserve Account Credit 
Facility. 

“Resolution” means the Master Resolution as it may from time to time be modified, supplemented, or 
amended by Supplemental Resolutions. 



 

G-11 
 

“Revenue Obligations” means any revenue bonds, notes or other obligations authorized by and 
authenticated and delivered or any loan agreement executed and delivered pursuant to the Resolution. 

“Revenues” means (a) all revenues, fees, rentals, income, receipts, accounts receivable and money 
derived from the ownership and operation of the System received by MLGW, Investment Earnings and all 
other income earned and accreted from, and deferred gain from, securities and other investments and amounts 
earned on amounts deposited in funds and accounts under the Resolution or otherwise maintained with respect 
to the System, computed in accordance with generally accepted accounting principles (excluding any 
investment earnings from construction or improvement funds created for the deposit of Revenue Obligation 
proceeds pending use, to the extent such income is applied to the purposes for which the Revenue Obligations 
were issued, and funds created to refund any outstanding obligations payable from Revenues of the System), 
and (b) all gifts, grants, reimbursements or payments received from governmental units or public agencies for 
the benefit of the System which are (1) not restricted by law or the payor to application for a particular 
purpose and (2) otherwise lawfully available for payment of Revenue Obligations or Contracts.  The term 
“Revenues” does not include (A) any revenues or other money received by MLGW and derived from the 
ownership and operation of MLGW of its electric system or its water system, (B) proceeds of insurance so 
long as such proceeds are to be paid to a party separate from MLGW in respect of a liability or are to be used 
to repair or replace portions of the System, (C) extraordinary gains from the sale of assets or similar one-time 
sources of income and (D) tap fees, impact fees and other payments treated by MLGW as contributions in aid 
of construction for tax and accounting purposes.  The computation of Revenues with respect to any period of 
time shall be increased by the amount of transfers during such period from the Rate Stabilization Fund to the 
Revenue Fund pursuant to the Resolution, and decreased by the amount of any transfers during such period 
from the Revenue Fund to the Rate Stabilization Fund pursuant to the Resolution. 

“SEC” means the Securities and Exchange Commission. 

“Secretary-Treasurer” means the individual appointed by the Board and confirmed by the Council 
as the secretary-treasurer of MLGW. 

“Senior Lien” means a lien on or pledge of one or more categories of Revenues that entitles the 
Beneficiaries of such lien or pledge to have a claim on such Revenues prior to any other Person and ahead of 
the use of such Revenues for any purpose other than payment of Operating Expenses; provided one or more 
series of Revenue Obligations, Contracts and related Beneficiaries may have parity Senior Liens on the same 
categories of Revenues pursuant to the terms of the Resolution. 

“Senior Lien Revenue Obligations” means General Revenue Obligations and Special Purpose 
Revenue Obligations, but not Subordinate Lien Obligations, provided that “Senior Lien Revenue Obligations” 
also includes Additional Senior Lien Revenue Obligations issued in compliance with the provisions of the 
Resolution and obligations secured by a Senior Lien pursuant to the Resolution. 

“Series 2017 Bonds” means not to exceed $40,000,000 Gas System Revenue Bonds, Series 2017 of 
the City, to be dated the date of issuance. 

“Sinking Fund” mans the Sinking Fund established in the Resolution. 

“Special Purpose Facilities” means facilities which (a) will not result, upon completion or 
acquisition, in a material reduction in Net General Revenues in the judgment of the Board, (b) will not be of 
such a type or design that the subsequent closing thereof will materially impair the general operations of the 
System and (c) the Board has designated in a Supplemental Resolution as “Special Purpose Facilities,” and 
may include an Acquired System. 
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“Special Purpose Revenue Obligations” means Obligations secured by a Senior Lien on Special 
Purpose Revenues. 

“Special Purpose Revenues” means Revenues arising from or generated by one or more Special 
Purpose Facilities.  At the election of MLGW, Special Purpose Revenues shall include all fees, notes, rates, 
charges and income received from an Acquired System. 

“State” means the State of Tennessee. 

“Subordinate Lien” means a lien on or pledge of one or more categories of Revenues which is not a 
Senior Lien. 

“Subordinate Lien Obligations” means Revenue Obligations which only have a Subordinate Lien 
and obligations secured by a Subordinate Lien pursuant to the Resolution. 

“Supplemental Resolution” means a resolution supplemental to the Master Resolution (which itself 
may be supplemented by one or more resolutions) to be adopted prior to, and authorizing the issuance and 
delivery of, any series of Revenue Obligations.  Such a resolution as supplemented shall establish, or shall 
establish a method or procedure for establishing, the date or dates of the pertinent series of Revenue 
Obligations, the schedule of maturities of such Revenue Obligations, the rate or rates of interest to be borne 
thereby (or a range thereof), whether fixed or variable, the interest payment dates for such Revenue 
Obligations, the terms and conditions, if any, under which such Revenue Obligations may be made subject to 
redemption (mandatory or optional) prior to maturity, the form of such Revenue Obligations, the liens relating 
to such Revenue Obligations, the Contracts, if any, relating to such Revenue Obligations, and such other 
details as MLGW may determine. 

“System” means the complete gas distribution system of MLGW, together with all gas system 
properties of every nature hereafter owned by MLGW, including all improvements and extensions made by 
MLGW while the Revenue Obligations remain outstanding, and including all real and personal property of 
every nature comprising part of or used or useful in connection with the gas system, all administrative and 
operational support facilities, and including all appurtenances, contracts, leases, franchises and other 
intangibles; provided, however, at the election of MLGW, an Acquired System may be included within the 
System as defined in the Resolution and become a part thereof or, at the election of MLGW, not become a 
part of the System but be operated as a separate and independent system by MLGW with the continuing right, 
upon the election of MLGW, to incorporate such separately Acquired System within the System. 

“Tax-Exempt Obligations” means any Revenue Obligations the interest on which has been 
determined, in an unqualified opinion of Bond Counsel, to be excludable from the gross income of the owners 
thereof for federal income tax purposes. 

“Termination Payments” means an amount payable by MLGW or the City, on behalf of MLGW, or 
a Qualified Hedge Provider upon termination of a Hedge Agreement. 

“Variable Rate” means a rate of interest applicable to the Revenue Obligations, other than a fixed 
rate of interest, which applies to a particular maturity of Revenue Obligations so long as that maturity of 
Revenue Obligations remains Outstanding. 
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Pledged Revenues and Flow of Funds 

Pledge of Revenues; Limited Obligations; Contract Liens.   

(a) All Pledged Revenues shall be and are pledged to the prompt payment of the principal of, 
premium, if any, and interest on the Revenue Obligations, obligations treated as Senior Lien Revenue 
Obligations, or Subordinate Lien Obligations pursuant to the Resolution and the obligations under the 
Contracts; provided: 

(1) General Revenues shall secure only (A) General Revenue Obligations, (B) 
Subordinate Lien Obligations which have a lien on General Revenues, and (C) any Contracts with 
respect to such General Revenue Obligations; 

(2) Special Purpose Revenues shall secure only (A) the related Special Purpose Revenue 
Obligations, (B) Subordinate Lien Obligations which have a lien on any related Special Purpose 
Revenues, and (C) any Contracts with respect to such Special Purpose Revenue Obligations; and 

(3) A Contract may have a Senior Lien or a Subordinate Lien on a related category of 
Revenues, or no lien at all on Revenues, but (A) no Contract shall have a lien on Revenues that is 
senior to the lien on the category of Revenues securing the Revenue Obligations related to the 
Contract, and (B) the lien of the Contract shall be in parity with the lien of the related Revenue 
Obligations only to the extent the payment of principal of, premium, if any, and interest on such 
Revenue Obligations is made through such Contract as evidenced by Reimbursement Obligations or 
through a Qualified Hedge Agreement; provided other amounts due on a Contract may be secured by 
a lien ranking immediately thereafter with the effect set forth in the Resolution. 

Pledged Revenues shall immediately be subject to the lien of this pledge for the benefit of the 
Beneficiaries without any physical delivery thereof or further act, and the lien of this pledge shall be valid and 
binding against MLGW and the City and against all other persons having claims against MLGW and the City, 
whether such claims shall have arisen in tort, contract, or otherwise, and regardless of whether such persons 
have notice of the lien of this pledge.  This pledge shall rank superior to all other pledges which may hereafter 
be made of any Pledged Revenues.  The lien of this pledge does not secure any obligation of MLGW other 
than the Revenue Obligations, obligations treated as Senior Lien Revenue Obligations pursuant to the 
Resolution, obligations treated as Subordinate Lien Obligations pursuant to the Resolution and the Contracts. 

(b) None of the Revenue Obligations nor any related Contracts shall constitute a debt of the City 
or MLGW within the meaning of any Constitutional, City Charter or statutory limitation.  Neither the full 
faith and credit nor the taxing power of the State or any political subdivision thereof, including the City, shall 
be pledged to the payment of the Revenue Obligations or any Contracts, and no Holder of any Revenue 
Obligations issued under the Resolution nor any counterparty to any related Contracts shall have the right to 
compel any exercise of the taxing powers of the City to pay the Revenue Obligations, or the interest thereon, 
or any related Contracts, and the Revenue Obligations, including the interest thereon, and the related 
Contracts shall be limited obligations of the City and MLGW as provided therein payable solely from the 
particular Revenues pledged thereto.  The Revenue Obligations and related Contracts do not constitute a 
charge, lien or encumbrance upon any other property of the City excepting only the Pledged Revenues 
expressly pledged under the Resolution or in a Supplemental Resolution.  The City has no obligation to levy 
any taxes to pay the Revenue Obligations or the Contracts.  Neither the members of the Board nor any person 
executing the Revenue Obligations shall be liable personally on the Revenue Obligations by reason of the 
issuance thereof or on the Contracts by reason of the execution thereof. 
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 (c)         Other System Obligations (other than obligations treated as Senior Lien Revenue 
Obligations pursuant to the Resolution or obligations treated as Subordinate Lien Obligations pursuant to the 
Resolution are not secured by a lien on any category of Revenues, but such obligations, prior to an Event of 
Default, may be paid from Revenues as described in the Resolution. 

(d)       City Payments are not secured by a lien on any category of Revenues, but such City Payments, 
prior to an Event of Default, may be paid from Revenues as described in the Resolution. 

Funds, Accounts, and Subaccounts. 

The following funds, accounts, and subaccounts are established under the Master Resolution, and the 
moneys deposited in such funds, accounts, and subaccounts shall be held in trust for the purposes set forth in 
the Master Resolution: 

(a) Gas System Revenue Fund, to be held by MLGW, and within the Revenue Fund: 

(1) General Revenue Account. 

(2) Special Purpose Revenue Account. 

(b)        Gas System Sinking Fund, to be held by MLGW, and within the Sinking Fund: 

(1)  Interest Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of 
Revenue Obligations if all such series of Revenue Obligations share exactly the same lien 
status on the same categories of Revenues. 

(2) Hedge Payments Account, with further subaccounts therein for each series of 
Revenue Obligations; provided a subaccount therein may be utilized for more than one series 
of Revenue Obligations if all such series share exactly the same lien status on the same 
categories of Revenues and are secured in parity by the same or identical Qualified Hedge 
Agreements with the same provider. 

(3) Contract Payments Account, with further subaccounts therein for each series of 
Revenue Obligations; provided a subaccount therein may be utilized for more than one series of 
Revenue Obligations if all such series of Revenue Obligations share exactly the same lien status on 
the same categories of Revenues and are secured in parity by the same or identical Contracts with the 
same provider. 

(4) Principal Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues. 

(5) Debt Service Reserve Account, with a subaccount for each series of Revenue 
Obligations which has a Debt Service Reserve Requirement; provided a subaccount therein may be 
utilized for more than one series of Revenue Obligations if all such series of Revenue Obligations are 
specified in the related Supplemental Resolutions to share a pledge of such account and have a 
combined Debt Service Reserve Requirement. 
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(c)     Gas System Renewal and Extension Fund, to be held by MLGW. 

(d)    Gas System Rate Stabilization Fund, to be held by MLGW. 

(e)    Gas System Rebate Fund, to be held by MLGW. 

(f)  Gas System Project Fund, to be held by MLGW. 

Each account listed above shall be held within the fund under which it is created.  Each subaccount 
listed above shall be held within the account under which it is created.  MLGW reserves the right, in its sole 
discretion, to create additional subaccounts or to abolish any subaccounts within any account from time to 
time. 

Revenue Fund. 

        (a)  All Revenues shall be deposited in the Revenue Fund from time to time as and when 
received.  The amounts deposited shall be immediately allocated to the account within the Revenue Fund 
designated therefor as follows:  General Revenues other than Special Purpose Revenues to the General 
Revenue Account; and Special Purpose Revenues to the Special Purpose Revenue Account.  Moneys in the 
Revenue Fund shall be applied from time to time to the following purposes and in the following order of 
priority; provided, however, prior to the occurrence and continuation of an Event of Default, MLGW, in its 
sole discretion, may elect to change the order of priority in a Supplemental Resolution: 

(1) to pay Operating Expenses; 

(2) to deposit into the Sinking Fund the amounts required by the Resolution; 

(3) to deposit into the Debt Service Reserve Account the amounts required by the 
Resolution; 

(4) to deposit into the Rebate Fund the amounts required by the Resolution; 

(5) to pay to any party to a Contract the amounts due thereon and not already deposited 
into the Sinking Fund pursuant to the Resolution, including Termination Payments, fees, expenses, 
indemnity payments and other amounts payable under a Qualified Hedge Agreement that are not 
Hedge Payments;  

(6) to pay any amounts required to be paid with respect to any Other System 
Obligations; 

(7) for transfer to the Renewal and Extension Fund, if any, any amounts required by a 
Supplemental Resolution and any amounts otherwise determined by MLGW in its discretion are 
needed for the purposes set forth in the Resolution; 

(8) to pay any amounts required to be paid with respect to any City Payments; 

(9) to deposit into the Rate Stabilization Fund the amount, if any, budgeted for deposit 
into such Rate Stabilization Fund at the time set forth in the current Annual Budget of MLGW or in 
any amount at any time as otherwise determined by the Secretary-Treasurer; and 

(10) for any other lawful purpose; 

(b) The following limitations and qualifications shall govern all applicable uses of Revenues    
under the Resolution: 

(1) For Operating Expenses, (A) amounts in the Special Purpose Revenue Account shall 
be used only for Operating Expenses of Special Purpose Revenue Facilities, and (B) Operating 
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Expenses related to General Revenues shall be paid first from amounts in the General Revenue 
Account; 

(2) For deposits to the Sinking Fund, the Debt Service Reserve Account or the Rebate 
Fund, (A) amounts in the Special Purpose Revenue Account shall be used only for deposits to 
subaccounts relating to Revenue Obligations having a lien on Special Purpose Revenues, and (B) 
deposits to subaccounts relating to Revenue Obligations which have a lien on General Revenues shall 
be made first from amounts in the General Revenue Account; 

(3) For any payments on a Contract, amounts may be drawn only from the account or 
accounts relating to the Revenues securing the Revenue Obligations related to such Contract, only in 
accordance with the requirements of subparagraph (2) hereinabove and, unless otherwise provided in 
the related Supplemental Resolution because a Credit Facility is intended to be drawn on for 
payments on Revenue Obligations, only after all payments then due with respect to the related 
Revenue Obligations have been made; 

(4) For any payments with respect to any Other System Obligations, (A) if such Other 
System Obligations relate to Special Purpose Revenue Facilities, from the Special Purpose Revenue 
Account, and (B) otherwise, first from the General Revenue Account; 

(5) Notwithstanding any provision of the Resolution to the contrary, (A) no payments 
may be made to a subaccount of the Sinking Fund related to Subordinate Lien Obligations unless all 
required payments have been or are being made to other subaccounts related to Revenue Obligations, 
or Contracts related to Revenue Obligations, in each case which have a lien on a category of 
Revenues ahead of or in parity with the lien of such Subordinate Lien Obligations, (B) no payments 
may be made with respect to any Other System Obligations unless all required payments have been 
made to each subaccount with respect to all Revenue Obligations and all Contracts, and (C) no City 
Payments may be made unless all required payments have been made to each subaccount with respect 
to all Revenue Obligations, all Contracts and all Other System Obligations; provided, if required by 
the terms thereof, obligations treated as Senior Lien Revenue Obligations pursuant to the Resolution 
shall be paid with the other Senior Lien Revenue Obligations and obligations treated as Subordinate 
Lien Obligations pursuant to the Resolution shall be paid with the other Subordinate Lien 
Obligations, as applicable; 

(6) If at any time the amounts in any subaccount of the Sinking Fund are less than the 
amounts required by the Resolution, and there are not on deposit in any Renewal and Extension Fund 
available moneys sufficient to cure any such deficiency, then MLGW shall withdraw from 
subaccounts related to Subordinate Lien Obligations (taking such amounts first from subaccounts 
related to Subordinate Lien Obligations, pro rata) and deposit in such subaccount of the Sinking 
Fund, as the case may be, the amount necessary (or all the moneys in such funds and accounts, if less 
than the amount required) to make up such deficiency. 

Sinking Fund. 

(a) General.  Sufficient moneys shall be transferred in periodic installments from the Revenue 
Fund into the Interest Account, the Hedge Payments Account, the Contracts Payments Account and the 
Principal Account for the purpose of paying the Revenue Obligations as they become due and payable and for 
the purpose of making payments under Contracts.  Notwithstanding any provision of the Resolution to the 
contrary, the qualifications set forth in (b)(5) and (b)(6) of the previous section describing the Revenue Fund 
shall control as to any transfers to or withdrawals from any Account or subaccount of the Sinking Fund 
established with respect to Subordinate Lien Obligations. 

(b) Interest Account.  Unless otherwise provided in a related Supplemental Resolution, on or 
after the first day of the month next succeeding the date of issuance of any series of Revenue Obligations, but 
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not later than the last day of such month, and each month thereafter, MLGW shall deposit in the related 
subaccount of the Interest Account an amount such that, if the same amount were so deposited into and 
credited to the related subaccount of the Interest Account each succeeding month thereafter prior to the next 
Interest Payment Date, the aggregate of the amounts so deposited into and credited to the related subaccount 
of the Interest Account is not less than the interest (excluding Additional Interest) coming due on such 
Revenue Obligations on such Interest Payment Date.  Moneys in the related subaccount of the Interest 
Account shall be used solely to pay interest (excluding Additional Interest) on the Revenue Obligations when 
due or to pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all interest 
payments on the Revenue Obligations.  MLGW shall also deposit and continue to deposit all Hedge Receipts 
under related Qualified Hedge Agreements and any payments from a Credit Issuer under a Credit Facility 
Agreement in the related subaccount of the Interest Account from time to time as and when received. 

(c) Hedge Payments Account and Contract Payments Account.  Unless otherwise provided in a 
related Supplemental Resolution or a Qualified Hedge Agreement, on or before each payment date for Hedge 
Payments under Qualified Hedge Agreements, MLGW shall deposit in the related subaccount of the Hedge 
Payments Account an amount which, together with any Hedge Receipts on deposit in the Interest Account and 
other moneys already on deposit in the Hedge Payments Account and available to make any Hedge Payment 
on such payment date, is not less than such Hedge Payments coming due on such payment date.  Moneys in 
the related subaccount of the Hedge Payments Account shall be used solely to pay Hedge Payments under 
Qualified Hedge Agreements when due.  Unless otherwise provided in a Supplemental Resolution or a 
Contract, on or before each payment date for amounts, other than for Reimbursement Obligations, due on 
Contracts other than Qualified Hedge Agreements, including Additional Interest, continuing commission or 
commitment fees and remarketing fees, MLGW shall deposit in the related subaccount of the Contract 
Payments Account an amount which, together with any other moneys already on deposit therein and available 
to make such payment, is not less than the amount coming due on such payment date.  Moneys in the related 
subaccount of the Contract Payments Account shall be used solely for such payments when due. 

(d) Principal Account.  Unless otherwise provided in a Supplemental Resolution, on or after the 
first day of the month next succeeding the date of issuance of any series of Revenue Obligations, but not later 
than the last day of such month, and each month thereafter, MLGW shall deposit in the related subaccount of 
the Principal Account an amount such that, if the same amount were so deposited into and credited to the 
related subaccount of the Principal Account each succeeding month thereafter prior to the next Principal 
Maturity Date, the aggregate of the amounts so deposited into and credited to the related subaccount of the 
Principal Account is not less than the principal coming due on such Revenue Obligations on such Principal 
Maturity Date.  Moneys in the related subaccount of the Principal Account shall be used solely for the 
payment of principal of the Revenue Obligations as the same shall become due and payable at maturity or 
upon redemption or to pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer 
makes all principal payments on the Revenue Obligations. 

(e) Further Payments.  No further payments need be made into a subaccount of the Interest 
Account or the Principal Account whenever the amount available in such subaccount of the Interest Account 
and the related subaccount of the Principal Account, if added to the amount then in the related subaccount of 
the Debt Service Reserve Account, if any (without taking into account any amount available to be drawn on 
any applicable Reserve Account Credit Facility), is sufficient to retire all the Revenue Obligations then 
Outstanding and Contracts to which such subaccounts relate and to pay all unpaid interest accrued and to 
accrue prior to such retirement.  No moneys in any subaccount of the Interest Account or the Principal 
Account shall be used or applied to the optional purchase or redemption of or prepayment of Revenue 
Obligations prior to maturity unless: (1) provision shall have been made for the payment of all of the Revenue 
Obligations to which such subaccount relates and all other Revenue Obligations having a parity or higher 
ranking lien on any category of Revenues securing such Revenue Obligations; or (2) the Revenue Obligations 
to which such subaccount relates are Senior Lien Revenue Obligations and such moneys are applied to the 
purchase and cancellation of such Revenue Obligations which are subject to mandatory redemption on the 
next mandatory redemption date, which falls due within 12 months, such Revenue Obligations are purchased 
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at a price not more than would be required for mandatory redemption, and such Revenue Obligations are 
canceled upon purchase and credited against the redemption otherwise to be made on such mandatory 
redemption date; or (3) the Revenue Obligations to which such subaccount relates are Senior Lien Revenue 
Obligations and such moneys are applied to the purchase and cancellation of such Revenue Obligations at a 
price less than the amount of principal which would be payable on such Revenue Obligations, together with 
interest accrued through the date of purchase, and such Revenue Obligations are canceled upon purchase; or 
(4) the Revenue Obligations to which such subaccount relates are Senior Lien Revenue Obligations and such 
moneys are in excess of the then required balance of the related subaccount in the Interest Account or the 
Principal Account and are applied to redeem or prepay a part of such Revenue Obligations on the next 
succeeding redemption date for which the required notice of redemption may be given. 

(f) Debt Service Reserve Account.   

(1) There shall be deposited into the same or separate subaccount of the Debt Service 
Reserve Account the amounts specified, if any, in Supplemental Resolutions with respect to the first 
series of Revenue Obligations and any Additional Obligations.  MLGW may establish by 
Supplemental Resolution a subaccount within the Debt Service Reserve Account for each separately 
issued series of Revenue Obligations; provided, however, that MLGW shall not be required by the 
Resolution to establish a subaccount of the Debt Service Reserve Account for any Revenue 
Obligations, and any such subaccount shall only be established if required by the Supplemental 
Resolution authorizing the issuance of the Revenue Obligations.  Each such subaccount shall be for 
the benefit and security of one or more series of Revenue Obligations as specified in the related 
Supplemental Resolution and need not secure all Revenue Obligations.  Each such subaccount shall 
be initially funded, maintained and replenished as prescribed by Supplemental Resolution.   

(2) The balance of each subaccount of the Debt Service Reserve Account shall be 
maintained at an amount equal to the Debt Service Reserve Requirement for the related Revenue 
Obligations (or such lesser amount that is required to be accumulated in such subaccount of the Debt 
Service Reserve Account in connection with any periodic accumulation to the Debt Service Reserve 
Requirement provided in the Resolution or in any Supplemental Resolution).  Whenever for any 
reason the amount in the related subaccounts of the Interest Account or the Principal Account is 
insufficient to pay all interest or principal falling due on any related Revenue Obligations, MLGW 
shall make up any deficiency by transfers from the Renewal and Extension Fund, if any.  Whenever, 
after compliance with the immediately preceding sentence, on the date that such interest or principal 
is due on any Revenue Obligations, there are insufficient moneys in the related subaccounts of the 
Interest Account or the Principal Account available to make such payment, MLGW shall, without 
further instructions, apply so much as may be needed of the moneys in the related subaccount, if any, 
of the Debt Service Reserve Account to prevent default in the payment of such interest or principal, 
with priority to interest payments.  Whenever by reason of any such application or otherwise the 
amount remaining to the credit of the related subaccount of the Debt Service Reserve Account is less 
than the amount then required to be in such subaccount of the Debt Service Reserve Account, such 
deficiency shall be remedied in the amounts and at the times prescribed by the related Supplemental 
Resolution establishing such related subaccount of the Debt Service Reserve Account.  
Notwithstanding anything in the Resolution to the contrary, a subaccount in the Debt Service Reserve 
Account that secures General Revenue Obligations shall only be funded with General Revenues, and 
a subaccount in the Debt Service Reserve Account that secures Special Purpose Revenue Obligations 
shall only be funded with related Special Purpose Revenues.  No Revenues shall be used to fund a 
subaccount in the Debt Service Reserve Account to secure Subordinate Lien Obligations if the Rate 
Covenant under the Resolution has not been satisfied or an Event of Default has occurred under the 
Resolution with respect to the related category of Revenue Obligations or with respect to any Senior 
Lien Revenue Obligations. 
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(3) If at the times set forth in any Supplemental Resolution the moneys on deposit in any 
subaccount in the Debt Service Reserve Account established by such Resolution shall exceed the 
Debt Service Reserve Requirement related thereto, and after giving effect to any Reserve Fund Credit 
Facility that may be credited to such subaccount in accordance with the provisions of such 
Supplemental Resolution, such excess shall be transferred from such subaccount of the Debt Service 
Reserve Account to the Sinking Fund to redeem Revenue Obligations allocable thereto or to such 
other Fund or Account as may be directed by MLGW, subject to an opinion from Bond Counsel to 
the effect that such application is permitted by applicable law and will not adversely affect any 
applicable exemption from federal income taxation of the interest on any Tax Exempt Obligations. 

(4) Whenever the amount in a subaccount within the Debt Service Reserve Account 
attributable to a series of Senior Lien Revenue Obligations, together with the amount in the Sinking 
Fund for such series, is sufficient to pay in full all such Senior Lien Revenue Obligations secured 
thereby in accordance with their terms (including the maximum amount of principal or applicable 
sinking fund redemption price and interest which could become payable thereon), the applicable 
funds on deposit in such subaccount of the Debt Service Reserve Account shall be transferred to the 
Debt Service Fund and applied to the timely payment of principal or redemption price, if applicable, 
and interest on the outstanding Senior Lien Revenue Obligations secured thereby. 

(5) In the event of the refunding or defeasance of any Revenue Obligations secured by a 
subaccount of the Debt Service Reserve Account, MLGW may withdraw from the separate 
subaccount in the Debt Service Reserve Account established for the benefit of such series of Revenue 
Obligations all or any portion of the amounts accumulated therein and deposit such amounts with any 
escrow agent for the Revenue Obligations being refunded or defeased to be held for the payment of 
the principal or redemption price, if applicable, and interest on the Revenue Obligations being 
refunded or defeased; provided that such withdrawal shall not be made unless the amount thereafter 
remaining in such separate subaccount shall not be less than the remaining Debt Service Reserve 
Requirement related thereto. 

(6) MLGW may elect to satisfy in whole or in part the Debt Service Reserve 
Requirement for any Revenue Obligations by means of a Reserve Account Credit Facility, subject to 
the following requirements:  (A) the Reserve Account Credit Facility Provider must have a credit 
rating issued by a Rating Agency not less than the greater of the then current Rating on the related 
series of Revenue Obligations or the second highest long-term Rating of such Rating Agency; (B) no 
obligation to the Reserve Account Credit Facility Provider shall be secured by a lien equal to or 
superior to the lien granted to the related series of Revenue Obligations; (C) each Reserve Account 
Credit Facility shall have a term of at least one (1) year (or, if less, the remaining term of the related 
series of Revenue Obligations) and shall entitle MLGW to draw upon or demand payment and 
receive the amount so requested in immediately available funds the date of such draw or demand; (D) 
the Reserve Account Credit Facility shall permit a drawing by MLGW for the full stated amount in 
the event (i) the Reserve Account Credit Facility expires or terminates for any reason prior to the 
final maturity of the related series of Revenue Obligations, and (ii) MLGW fails to satisfy the Debt 
Service Reserve Requirement by the deposit to the Debt Service Reserve Account of cash, 
obligations, a substitute Reserve Account Credit Facility, or any combination thereof, on or before 
the date of such expiration or termination; (E) if the Rating issued by the Rating Agency to the 
Reserve Account Credit Facility Provider is withdrawn or reduced below the greater of the Rating 
assigned to the related series of Revenue Obligations immediately prior to such action by the Rating 
Agency or the second highest long-term Rating of such Rating Agency, MLGW shall provide a 
substitute Reserve Account Credit Facility within sixty (60) days after such rating change, and, if no 
substitute Reserve Account Credit Facility is obtained by such date, shall fund the Debt Service 
Reserve Requirement in the amounts and at the times prescribed by the related Supplemental 
Resolution pursuant to which the Reserve Fund Credit Facility is delivered; and (F) if the Reserve 
Account Credit Facility Provider commences any insolvency proceedings or is determined to be 
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insolvent or fails to make payments when due on its obligations, MLGW shall provide a substitute 
Reserve Account Credit Facility within sixty (60) days thereafter, and, if no substitute Reserve 
Account Credit Facility is obtained by such date, shall fund the Debt Service Reserve Requirement in 
the amounts and at the times prescribed by the related Supplemental Resolution pursuant to which the 
Reserve Fund Credit Facility is delivered.  If the events described in either clauses (E) or (F) above 
occur, MLGW shall not relinquish the Reserve Account Credit Facility at issue until after the Debt 
Service Reserve Requirement is fully satisfied by the provision of cash, obligations, or a substitute 
Reserve Account Credit Facility or any combination thereof.  Any amounts received from a Reserve 
Account Credit Facility for the purpose of paying principal and/or interest on related Revenue 
Obligations shall be deposited directly into the related subaccounts of the Interest Account and the 
Principal Account, and such deposit shall constitute the application of amounts in the related 
subaccount of the Debt Service Reserve Account.  Any amounts received from a Reserve Account 
Credit Facility drawn upon as a result of expiration or termination of such Reserve Account Credit 
Facility shall be deposited to the related subaccount of the Debt Service Reserve Account.  MLGW 
may provide for the repayment of any draw-down on a Reserve Account Credit Facility from 
amounts required to be deposited to the related subaccount of the Debt Service Reserve Account, all 
as may be set forth in a Supplemental Resolution.  All repayments of any draw-down on the Reserve 
Account Credit Facility and any interest or fees due the Reserve Account Credit Facility Provider 
under such Reserve Account Credit Facility (excluding any Subordinate Lien Reserve Account Credit 
Facility) shall be secured by a lien on related Revenues subordinate to the lien of the related Revenue 
Obligations for payments into the related subaccounts of the Sinking Fund, the Rebate Fund and 
payments on any Credit Facility Agreement securing the related Revenue Obligations. 

(7) Any such Reserve Account Credit Facility shall be pledged to the benefit of the 
owners of all of the Revenue Obligations secured by it.  MLGW reserves the right, if it deems it 
necessary in order to acquire such a Reserve Account Credit Facility, to amend the Resolution 
without the consent of any of the owners of the Revenue Obligations in order to grant to the Reserve 
Account Credit Facility Provider such additional rights as it may demand, provided that such 
amendment shall not, in the written opinion of Bond Counsel filed with the  Division, impair or 
reduce the security granted to the owners of Revenue Obligations or any of them. 

Rate Stabilization Fund. 

MLGW may, from time to time, withdraw amounts on deposit in the Rate Stabilization Fund and (a) 
transfer such amounts to the Revenue Fund, (b) use such amounts to purchase or redeem Revenue 
Obligations, (c) use such amounts to otherwise provide for the payment of Revenue Obligations or interest 
thereon or (d) use such funds to make any other lawful payments. 

Project Fund. 

(a) Project Fund.  There shall be established within the Project Fund a separate account for each 
series of Revenue Obligations used to finance Costs of Projects.  Moneys in the Project Fund shall be held by 
MLGW and applied to the payment of the Costs of Projects financed with such series of Revenue Obligations, 
or for the repayment of advances made for that purpose in accordance with and subject to the provisions and 
restrictions set forth in the Resolution and in the related Supplemental Resolution.  MLGW covenants that it 
will not cause or permit to be paid from the Project Fund any sums except in accordance with such provisions 
and restrictions; provided, however, that any moneys in the Project Fund not presently needed for the 
payment of current obligations during the course of construction may be invested in Permitted Investments 
maturing or otherwise available not later than (1) the date upon which such moneys will be needed according 
to a schedule of anticipated payments from the Project Fund prepared by MLGW in connection with the 
Project, if any, or, (2) in the absence of such schedule, 36 months from the date of issuance of the related 
Revenue Obligations, in either case upon written direction of MLGW.  Any such investments shall be held by 
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MLGW, in trust, for the account of the Project Fund until maturity or until sold, and at maturity or upon such 
sale the proceeds received therefrom including accrued interest and premium, if any, shall be immediately 
deposited by the Depository in the Project Fund and shall be disposed of in the manner and for the purposes 
provided in the Resolution. 

(b) Purposes of Payments.  Moneys in each separate account in the Project Fund shall be used for 
the payment or reimbursement of the Costs of the Project for which such account was established as provided 
in the Resolution. 

(c) Documentation of Payments.  MLGW shall maintain records with respect to the expenditure 
of such funds.  Unless otherwise specifically instructed in a written opinion of Bond Counsel, MLGW will 
retain such records for a period ending not earlier than six (6) years following the final maturity of any 
Revenue Obligations issued under this Resolution. 

(d) Funds Remaining on Completion of Projects.  Funds remaining upon completion of a Project 
shall be used as set forth in the related Supplemental Resolution. 

Bond Proceeds Account. 

 There shall be established within the Project Fund a Series 2017 Bonds Proceeds Account (the “Series 
2017 Bonds Proceeds Account”).  MLGW shall pay into the Series 2017 Bonds Proceeds Account the amount 
of the proceeds as designated in the Second Supplemental Resolution.  Said proceeds shall be applied in the 
manner and for the purposes specified in the Resolution to the Costs of Series 2017 Project.  Money in the 
Series 2017 Bonds Proceeds Account not required for immediate disbursement may be invested and 
reinvested pursuant to the provisions of the Resolution at the direction of MLGW and at MLGW’s risk 
subject to the limitations and requirements in the Resolution. 

Renewal and Extension Fund. 

MLGW may deposit, in its sole discretion, funds in a Renewal and Extension Fund or any account or 
subaccount therein created by MLGW, which may be created by MLGW in its sole discretion.  All sums 
accumulated and retained in the Renewal and Extension Fund shall be used first to prevent default in the 
payment of interest on or principal of any General Revenue Obligations when due and then shall be applied 
by MLGW from time to time, as and when MLGW shall determine, to the following purposes and, prior to 
the occurrence and continuation of an Event of Default, in the order of priority determined by MLGW in its 
sole discretion: (a) for the purposes for which moneys held in the Revenue Fund may be applied pursuant to 
the Resolution; (b) to pay any amounts which may then be due and owing under any Qualified Hedge 
Agreement (including fees, expenses, and indemnity payments) and any Termination Payments due under a 
Qualified Hedge Agreement; (c) to pay any governmental charges and assessments against the System or any 
part thereof which may then be due and owing; (d) to make acquisitions, betterments, extensions, repairs, or 
replacements or other capital improvements (including the purchase of equipment) to the System deemed 
necessary by MLGW (including payments under contracts with vendors, suppliers, and contractors for the 
foregoing purposes); and (e) to acquire Revenue Obligations (other than Special Purpose Revenue 
Obligations) by redemption or by purchase in the open market prior to their respective maturities, and when 
so used for such purposes the moneys shall be withdrawn from the Renewal and Extension Fund and 
deposited into the related subaccounts of the Interest Account and the Principal Account for the Revenue 
Obligations to be so redeemed or purchased. 

Deposits and Security of Funds and Accounts. 

All moneys in the funds and accounts established under the Resolution shall be held by the Board in 
one or more Depositories qualified for use by MLGW.  Uninvested moneys shall, at least to the extent not 
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guaranteed by the Federal Deposit Insurance Corporation, be secured to the fullest extent required by the laws 
of the State for the security of public funds. 

Investment of Funds and Accounts. 

Moneys in the funds and accounts established under the Resolution shall be invested and reinvested 
in Permitted Investments and containing such maturities as are deemed suitable by MLGW. 

Investment Earnings in each fund and account (except the Debt Service Reserve Account) shall be 
retained therein.  Investment Earnings from the investment of moneys in each subaccount of the Debt Service 
Reserve Account shall be retained in such subaccount of the Debt Service Reserve Account at all times if the 
balance (taking into account the current market value of the investments held in the Debt Service Reserve 
Account) is less than the respective Debt Service Reserve Requirement; thereafter and at all times if the 
balance of such subaccount of the Debt Service Reserve Account is equal to or greater than the respective 
Debt Service Reserve Requirement (taking into account the current market value of the investments held in 
the Debt Service Reserve Account), such Investment Earnings shall be transferred to the related account in the 
Revenue Fund. 

The Supplemental Resolution authorizing the issuance of any Revenue Obligations may specify 
maturity limitations and different allocations of Investment Earnings on investments of moneys in the funds 
and accounts relating to such Revenue Obligations. 

Moneys in each of such funds shall be accounted for as a separate and special fund apart from all 
other funds, provided that investments of moneys therein may be made in a pool of investments together with 
other moneys of MLGW so long as sufficient Permitted Investments in such pool, not allocated to other 
investments of contractually or legally limited duration, are available to meet the requirements of the 
foregoing provisions. 

Valuation of Investments. 

All investments made for any fund, account or subaccount under the Resolution shall, for purposes of 
the Resolution, be valued at fair market value on the last day of each Fiscal Year or as otherwise required by 
law. 

Application of Excess in Sinking Fund. 

Whenever at the end of each Fiscal Year the amount of moneys in any account or subaccount of the 
Sinking Fund, including the Debt Service Reserve Account, exceeds the amount then currently required to be 
held therein, the excess shall be transferred to the related account in the Revenue Fund. 

Disposition of Moneys After Payment of Revenue Obligations and Contracts. 

Any amounts remaining in any fund or account established under the Resolution after payment in full 
of the principal of, redemption premium, if any, and interest on the Revenue Obligations (or after provision 
for payment thereof has been made) and obligations treated as Senior Lien Revenue Obligations pursuant to 
the Resolution or obligations treated as Subordinate Lien Obligations pursuant to the Resolution, the fees, 
charges, and expenses of the Paying Agent and Bond Registrar, all amounts owing to any Credit Issuer, any 
Reserve Account Credit Facility Provider, and any Qualified Hedge Provider or other party to a Contract, and 
all other amounts required to be paid under the Resolution (including amounts required to be paid into the 
Rebate Fund), shall be promptly paid to MLGW. 
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Additional Revenue Obligations 

No Revenue Obligations Except as Permitted in the Resolution. 

No Revenue Obligations may be issued and no other obligations, except Contracts, which are secured 
by any interest in or lien on Pledged Revenues may be entered into except pursuant to the Master Resolution; 
provided, however, the City or MLGW may issue an initial series of Senior Lien Revenue Obligations 
pursuant to a Supplemental Resolution without meeting the requirements of the Master Resolution. 

Additional Senior Lien Revenue Obligations. 

(a) Any portion (including any maturities or portions thereof whether or not in chronological 
order and any amounts subject to mandatory redemption) or all of a series of Senior Lien Revenue 
Obligations may be refunded at maturity, upon redemption in accordance with their terms, or upon payment, 
prepayment or redemption with the consent of the owners of such Senior Lien Revenue Obligations, and the 
refunding Revenue Obligations so issued shall constitute Senior Lien Revenue Obligations secured on a parity 
with any Revenue Obligations secured on a parity with the refunded Revenue Obligations, if all of the 
following conditions are satisfied: 

(1) MLGW shall have obtained a report from an Independent Certified Public 
Accountant or a Municipal Advisor demonstrating that the refunding will reduce the total debt 
service payments on Outstanding Senior Lien Revenue Obligations, including payments on related 
Contracts, which are parity secured with the Revenue Obligations to be refunded, on a present 
value basis; or 

(2) as an alternative to, and in lieu of, satisfying the requirements of (1), all Outstanding 
Senior Lien Revenue Obligations which are secured on a parity with the Revenue Obligations to 
be refunded are being refunded under arrangements which immediately result in making provision 
for the payment of such Revenue Obligations; and 

(3) all applicable laws and regulations of the State, including without limitation laws 
and regulations pertaining to the issuance by municipalities of revenue refunding bonds, are 
complied with; and 

(4) requirements of (b)(2), (b)(5), and (b)(6) below are met with respect to such 
refunding Revenue Obligations. 

(b) Additional Senior Lien Revenue Obligations (including refunding Revenue Obligations 
which do not meet the requirements of (a)) may also be issued on a parity with Outstanding Senior Lien 
Revenue Obligations pursuant to a Supplemental Resolution, and the Revenue Obligations so issued shall be 
secured on a parity with such Outstanding Senior Lien Revenue Obligations, if all of the following conditions 
are satisfied: 

(1)        There shall have been procured and filed with MLGW either: 

(a)  a report by a Municipal Advisor or a certificate by the Secretary-Treasurer 
of MLGW to the effect that the historical related Net Revenues for either (i) a period of 12 
consecutive months of the most recent 18 consecutive months prior to the issuance of the 
proposed Additional Obligations or (ii) the most recent audited Fiscal Year, were equal to at 
least 120% of the maximum Debt Service Requirement for any Fiscal Year, commencing 
with the first Fiscal Year after the Fiscal Year in which the Additional Obligations are 
issued, on all related Senior Lien Revenue Obligations which will be Outstanding 
immediately after the issuance of the proposed Additional Obligations and secured on a 
parity therewith, provided, however, (x) the report or certificate may contain pro forma 
adjustments to historical related Net Revenues equal to 100% of the increased annual amount 
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attributable to any revision in the schedule of rates, fees, and charges for the services, 
facilities and commodities furnished by the System, imposed prior to the date of delivery of 
the proposed Additional Obligations and not fully reflected in the historical related Net 
Revenues actually received during such historical period used; (y) if MLGW or City has a 
contract to purchase or otherwise acquire an Acquired System that will become part of the 
System, the historical Net Revenues may be adjusted to include the anticipated Net Revenues 
from the Acquired System as certified in the report or certificate; and (z) if MLGW has 
entered into a contract to furnish services of the System that is not fully reflected in the 
historical Net Revenues of the System, such historical Net Revenues may be adjusted to 
include the anticipated Net Revenues from such contract as certified in the report or 
certificate; or 

(b) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer 
of MLGW to the effect that in each Fiscal Year of the Forecast Period the forecasted related 
Net Revenues (which forecast can take into account (i) any planned increases in the rates, 
fees and charges for the services, facilities and commodities furnished by the System and (ii) 
any revenues forecasted to be received from any Acquired Systems as to which the City or 
MLGW has entered into a contract to purchase or otherwise acquire),  are expected to equal 
at least 120% of the Debt Service Requirement during such period on all related Senior Lien 
Revenue Obligations which will be Outstanding immediately after the issuance of the 
proposed Additional Obligations and secured on a parity therewith. 

(2) MLGW shall have received, at or before issuance of the Additional Obligations, a 
report from a Municipal Advisor or a certificate of the Secretary-Treasurer of MLGW to the effect 
that the payments required to be made into each account or subaccount of the Sinking Fund have 
been made and the balance in each account or subaccount of the Sinking Fund is not less than the 
balance required by the Resolution as of the date of issuance of the proposed Additional 
Obligations.  

(3) The Supplemental Resolution authorizing the proposed Additional Obligations must 
require (A) that the amount, if any, to be deposited to or accumulated in, and maintained in, the 
subaccounts of the Debt Service Reserve Account for Senior Lien Revenue Obligations which are 
to be secured on a parity with such Additional Obligations be increased to not less than 100% of 
the Debt Service Reserve Requirement, if any, computed on a basis which includes all Senior Lien 
Revenue Obligations which will be Outstanding and secured on a parity with the Additional 
Obligations immediately after the issuance of the proposed Additional Obligations and (B) that the 
amount of such increase be deposited in such subaccounts prior to or at the end of the period and 
at least as fast as the rate specified in the Resolution or any applicable Supplemental Resolution. 

(4)     The Supplemental Resolution authorizing the proposed Additional Obligations 
must require the proceeds of such proposed Additional Obligations to be used to make capital 
improvements to or capital acquisitions for the System, to fund interest on the proposed 
Additional Obligations, to refund other obligations issued for such purposes (whether or not 
such refunding Revenue Obligations satisfy the requirements of (a)), for any other legal 
purpose under applicable law as evidenced by an opinion of Bond Counsel, and/or to pay 
expenses incidental thereto and to the issuance of the proposed Additional Obligations. 

(5) The Secretary-Treasurer shall have certified, by written certificate dated as of 
the date of issuance of the Additional Obligations, that MLGW is in compliance in all material 
respects with the requirements of the Resolution. 

(6) MLGW shall have received an opinion of Bond Counsel, dated as of the date of 
issuance of the Additional Obligations, to the effect that the Supplemental Resolution 
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authorizing the issuance of Additional Obligations has been duly adopted by MLGW or by the 
City, as the case may be. 

(c)     Obligations which would be Other System Obligations but for the existence of a Senior 
Lien on a category of Revenues securing such obligations may be issued and so secured, and thereafter 
will be treated as Senior Lien Revenue Obligations, if all of the conditions of (b)(2) through (b)(6) are 
satisfied treating such obligations as Additional Obligations and the issuance and security documents 
therefore as Supplemental Resolutions. 

Additional Subordinate Lien Obligations. 

(a) Revenue Obligations also may be issued on a Subordinate Lien basis pursuant to a 
Supplemental Resolution or a resolution otherwise adopted by MLGW payable from moneys which would 
otherwise be available for any other lawful purpose, and the Revenue Obligations so issued shall constitute 
Subordinate Lien Obligations, if: 

(1) the Supplemental Resolution authorizing the Subordinate Lien Obligations shall 
provide that such Subordinate Lien Obligations shall be junior and subordinate in lien and right of 
payment directly to any Outstanding Senior Lien Revenue Obligations or Senior Lien Revenue 
Obligations issued in the future which have a Senior Lien on a category of Revenues as to which such 
proposed Additional Obligations have a Subordinate Lien; 

(2) there shall have been procured and filed with MLGW either: 

(a) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer 
of MLGW to the effect that the historical related Net Revenues for either (i) a period of 12 
consecutive months of the most recent 18 consecutive months prior to the issuance of the 
proposed Additional Obligations or (ii) the most recent audited Fiscal Year, were equal to at 
least 120% of the maximum Debt Service Requirement for any Fiscal Year, commencing 
with the first Fiscal Year after the Fiscal Year in which the Additional Obligations are 
issued, on all Senior Lien Revenue Obligations which will be Outstanding immediately 
after the issuance of the proposed Additional Obligations and at least 100% of the 
maximum Debt Service Requirement for any Fiscal Year, commencing with the first Fiscal 
Year after the Fiscal Year in which the Additional Obligations are issued, on all other 
Revenue Obligations which will be Outstanding immediately after the issuance of the 
proposed Additional Obligations, provided, however, (x) the report or certificate may 
contain pro forma adjustments to historical related Net Revenues equal to 100% of the 
increased annual amount attributable to any revision in the schedule of rates, fees, and 
charges for the services, facilities and commodities furnished by the System, imposed prior 
to the date of delivery of the proposed Additional Obligations and not fully reflected in the 
historical related Net Revenues actually received during such historical period used; (y) if 
MLGW or City has a contract to purchase or otherwise acquire an Acquired System that 
will become part of the System, the historical Net Revenues may be adjusted to include the 
anticipated Net Revenues from the Acquired System as certified in the report or certificate; 
and (z) if MLGW has entered into a contract to furnish services of the System that is not 
fully reflected in the historical Net Revenues of the System, such historical Net Revenues 
may be adjusted to include the anticipated Net Revenues from such contract as certified in 
the report or certificate; or 

(b) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer 
of MLGW to the effect that in each Fiscal Year of the Forecast Period the forecasted related 
Net Revenues (which forecast can take into account (i) any planned increases in the rates, 
fees and charges for the services, facilities and commodities furnished by the System and (ii) 
any revenues forecasted to be received from any Acquired Systems as to which the City or 
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MLGW has entered into a contract to purchase or otherwise acquire), are expected to equal 
at least 120% of the Debt Service Requirement during such period on all Senior Lien 
Revenue Obligations which will be Outstanding immediately after the issuance of the 
proposed Additional Obligations and at least 100% of the Debt Service Requirement during 
such period on all other Revenue Obligations which will be Outstanding immediately after 
the issuance of the proposed Additional Obligations; and 

(3) MLGW shall have received a report from a Municipal Advisor or a certificate of 
the Secretary-Treasurer to the effect that the payments required to be made into each account or 
subaccount of the Sinking Fund have been made and the balance in each account or subaccount 
of the Sinking Fund is not less than the balance required for any Senior Lien Revenue Obligations 
as of the date of issuance of any Subordinate Lien Obligations. 

(b)   In the event of any insolvency or bankruptcy proceedings, and any receivership, liquidation, 
reorganization, or other similar proceedings in connection therewith, relative to MLGW or to its creditors, as 
such, or to its property, and in the event of any proceedings for voluntary liquidation, dissolution, or other 
winding up of MLGW, whether or not involving insolvency or bankruptcy, the owners of all Senior Lien 
Revenue Obligations then Outstanding and parties to related Contracts shall be entitled to receive payment in 
full of all principal and interest due on all such Senior Lien Revenue Obligations and all payments due under 
related Contracts in accordance with the provisions of the Resolution before the owners of any Subordinate 
Lien Obligations having a Subordinate Lien on a category of Revenues as to which such Senior Lien Revenue 
Obligations have a Senior Lien or related Contracts are entitled to receive any payment from the Pledged 
Revenues or the amounts held in the funds and accounts created under the Resolution on account of principal 
of, premium, if any, or interest on the Subordinate Lien Obligations or related Contracts. 

(c) If any Event of Default shall have occurred and be continuing (under circumstances when the 
provisions of paragraph (b) shall not be applicable), the owners of all Senior Lien Revenue Obligations then 
Outstanding and parties to related Contracts shall be entitled to receive payment in full of all principal and 
interest then due on all such Senior Lien Revenue Obligations and all payments due on related Contracts 
before the owners of the Subordinate Lien Obligations or parties to Contracts related to Senior Lien Revenue 
Obligations or which are subordinate to Senior Lien Revenue Obligations are entitled to receive any payment 
from the Pledged Revenues or the amounts held in the funds and accounts created under the Resolution of 
principal of, premium, if any, or interest on the Subordinate Lien Obligations or payments under related 
Contracts. 

(d)     No owner of Senior Lien Revenue Obligations or party to any related Contract shall be 
prejudiced in its right to enforce subordination of the Subordinate Lien Obligations and related Contracts by 
any act or failure to act on the part of MLGW or the City. 

(e)    The obligations of MLGW and the City to pay to the owners of the Subordinate Lien 
Obligations the principal of, premium, if any, and interest thereon in accordance with their terms and to pay 
parties to related Contracts in accordance with the terms of the related Contracts shall be unconditional and 
absolute.  Nothing in the Resolution shall prevent the owners of the Subordinate Lien Obligations or parties to 
related Contracts from exercising all remedies otherwise permitted by applicable law or under the Resolution 
or the related Contracts upon default thereunder, subject to the rights contained in the Resolution of the 
owners of Senior Lien Revenue Obligations and parties to related Contracts to receive cash, property, or 
securities otherwise payable or deliverable to the owners of the Subordinate Lien Obligations and parties to 
related Contracts, and any Supplemental Resolution authorizing Subordinate Lien Obligations may provide 
that, insofar as a trustee or paying agent for the Subordinate Lien Obligations is concerned, the foregoing 
provisions shall not prevent the application by such trustee or paying agent of any moneys deposited with 
such trustee or paying agent for the purpose of the payment of or on account of the principal or premium, if 
any, and interest on such Subordinate Lien Obligations and payments under related Contracts if such trustee 
or paying agent did not have knowledge at the time of such application that such payment was prohibited by 
the foregoing provisions. 
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(f) Any series of Subordinate Lien Obligations and related Contracts may have such rank or priority 
with respect to any other series of Subordinate Lien Obligations and related Contracts as may be provided in 
the Supplemental Resolution or other resolution authorizing such series of Subordinate Lien Obligations and 
may contain such other provisions as are not in conflict with the provisions of the Resolution. 

(g) Obligations which would be Other System Obligations but for the existence of a Subordinate Lien 
on a category of Revenues securing such obligations may be issued and so secured, and thereafter will be 
treated as Subordinate Lien Obligations, if all of the conditions of paragraph (a) above are satisfied treating 
such obligations as Subordinate Lien Obligations and the issuance and security documents therefor as 
Supplemental Resolutions. 
 
Additional Special Purpose Revenue Obligations. 

Additional Special Purpose Revenue Obligations may be issued after compliance with any 
requirements therefor set forth in any Supplemental Resolution related to such Special Purpose Obligations or 
Outstanding Special Purpose Obligations which will be secured on a parity with such Additional Special 
Purpose Obligations. 

Adoption of Proceedings. 

MLGW, or the City at the request of MLGW, shall adopt a Supplemental Resolution authorizing the 
issuance of any Additional Obligations and, except for the first Supplemental Resolution, reciting that the 
requirements of this Article have been satisfied, and shall set forth in such proceedings, among other things, 
the security therefor, the date or dates such Additional Obligations shall bear interest, the rate or rates of 
interest, the interest payment date or dates, the maturity date or dates, the redemption provisions with respect 
to such Additional Obligations and any other matters applicable to such Additional Obligations as MLGW 
may deem advisable.  Any such Supplemental Resolution shall restate and reaffirm, by reference, all of the 
applicable terms, conditions, and provisions of the Resolution not modified by the Supplemental Resolution. 

Proceedings Authorizing Additional Obligations. 

No Supplemental Resolution authorizing the issuance of Additional Obligations shall conflict with 
the terms and conditions of the Resolution, except to the extent that the Supplemental Resolution is adopted 
for one of the purposes set forth in the Resolution and complies with the provisions of the Resolution for the 
adoption of Supplemental Resolutions without the consent of holders of the Revenue Obligations. 

Applicability to Additional Obligations. 

The provisions of the Resolution shall be construed as including and being applicable to any future 
series of Revenue Obligations, and any such Revenue Obligations shall be treated, unless otherwise 
specifically stated, just as if they had been issued pursuant to the terms of the Master Resolution and the first 
Supplemental Resolution. 

Credit Facilities and Hedge Agreements. 

(a) In connection with the issuance of any Revenue Obligations, MLGW may obtain or cause to 
be obtained one or more Credit Facilities providing for payment of all or a portion of the principal of, 
premium, if any, or interest due or to become due on such Revenue Obligations, providing for the purchase of 
such Revenue Obligations by the Credit Issuer, or providing funds for the purchase of such Revenue 
Obligations by MLGW.  In connection therewith MLGW, or the City on behalf of MLGW, shall enter into 
Credit Facility Agreements with such Credit Issuers providing for, among other things, (1) the payment of 
fees and expenses to such Credit Issuers for the issuance of such Credit Facilities; (2) the terms and conditions 
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of such Credit Facilities and the Revenue Obligations affected thereby; and (3) the security, if any, to be 
provided for the issuance of such Credit Facilities.  MLGW, or the City on behalf of MLGW, may secure any 
Credit Facility by an agreement providing for the purchase of the Revenue Obligations secured thereby with 
such adjustments to the rate of interest, method of determining interest, maturity, or redemption provisions as 
are specified by MLGW, in the applicable Supplemental Resolution.  MLGW may in a Credit Facility 
Agreement agree to directly reimburse such Credit Issuer for amounts paid under the terms of such Credit 
Facility, together with interest thereon; provided, however, that no Reimbursement Obligation shall be created 
for purposes of the Resolution until amounts are paid under such Credit Facility.  Any such Reimbursement 
Obligation shall be deemed to be a part of the Revenue Obligations to which the Credit Facility relates which 
gave rise to such Reimbursement Obligation, and references to principal and interest payments with respect to 
such Revenue Obligations shall include principal and interest (except for Additional Interest and principal 
amortization requirements with respect to the Reimbursement Obligation that are more accelerated than the 
amortization requirements for the related Revenue Obligations, without acceleration) due on the 
Reimbursement Obligation incurred as a result of payment of such Revenue Obligations with the Credit 
Facility.  All other amounts payable under the Credit Facility Agreement (including any Additional Interest 
and principal amortization requirements with respect to the Reimbursement Obligation that are more 
accelerated than the amortization requirements for the related Revenue Obligations, without acceleration) 
shall be fully subordinate to the payment of debt service on the related class of Revenue Obligations.  Any 
such Credit Facility shall be for the benefit of and secure such Revenue Obligations or portion thereof as 
specified in the applicable Supplemental Resolution.  Notwithstanding the other provisions of the Resolution, 
MLGW’s obligations under a Credit Facility which requires the Credit Issuer to make all interest payments 
due on the Revenue Obligations may be secured to the extent of such amounts by a pledge of, and lien on, the 
Pledged Revenues on a parity with the lien created by the Resolution to secure the related Revenue 
Obligations, or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

(b) In connection with the issuance of any Revenue Obligations or at any time thereafter so long 
as such Revenue Obligations remain Outstanding, MLGW may enter into Hedge Agreements with Qualified 
Hedge Providers, and no other providers, with respect to any Revenue Obligations.  MLGW shall authorize 
the execution, delivery, and performance of each Qualified Hedge Agreement in a Supplemental Resolution, 
in which it shall designate the related Hedged Obligations.  MLGW’s obligation to pay Hedge Payments on a 
Qualified Hedge Agreement may be secured by a pledge of, and lien on, the Pledged Revenues on a parity 
with the lien created by the Resolution to secure the related Hedged Obligations (other than Termination 
Payments), or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

Other Obligations. 

MLGW expressly reserves the right, at any time, to adopt one or more other bond resolutions and 
reserves the right, at any time, to issue any other obligations not secured by the amounts pledged under the 
Resolution. 

 
General Provisions 

Rate Covenant. 

MLGW shall continuously own the System, and MLGW shall continuously control, operate, and 
maintain the System in an efficient and economical manner and on a revenue-producing basis and shall at all 
times prescribe, fix, maintain and collect, and the City shall approve, rates, fees, and other charges for the 
services, facilities and commodities furnished by the System fully sufficient at all times: 
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(a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a 
reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by MLGW; and 

(b) such that Net Revenues in each Fiscal Year: 

(1) will equal at least 120% of the Debt Service Requirement on all Senior Revenue 
Obligations and 100% of the Debt Service Requirement on all other Revenue Obligations then 
Outstanding for such Fiscal Year; 

(2) will enable MLGW to make all required payments, if any, into the Debt Service 
Reserve Account and the Rebate Fund and on any Contract or Other System Obligation; 

(3) will enable MLGW to accumulate an amount to be held in the Renewal and 
Extension Fund, if any such Renewal and Extension Fund has been established by MLGW, which in 
the judgment of MLGW is adequate to meet the costs of major renewals, replacements, repairs, 
additions, betterments and improvements to the System necessary to keep the same in good operating 
condition or as is required by any governmental agency having jurisdiction over the System; and 

(4) will remedy all deficiencies in required payments into any of the funds and accounts 
mentioned in the Resolution from prior Fiscal Years; and 

(5) will enable MLGW to make all required City Payments when due; and 

(6) will permit MLGW to comply with the terms of any agreement that MLGW has 
entered into to purchase or sell gas; 

provided for purposes of (a), (b)(1) and (b)(2) each category of Net Revenues shall be compared to the 
required payments with respect to, or for accounts related to, related Operating Expenses, Revenue 
Obligations, Contracts and Other System Obligations. 

In order to ensure compliance with the Rate Covenant under this heading, and in order to comply with 
its obligations under the Resolution, prior to the commencement of each Fiscal Year, the Board will adopt and 
submit to the Council for approval an Annual Budget for MLGW that includes reasonable and expressly 
stated assumptions as to usage, collections and similar factors and that fixes, establishes or maintains rates, 
fees and other charges for the services, facilities and commodities furnished by the System in order to 
generate funds sufficient at all times to comply with the Rate Covenant.  Upon receipt of the final Annual 
Budget adopted by the Board and submitted to the Council, the Council promptly shall, by separate 
resolution, approve and/or amend and approve the Annual Budget; provided, however, the Council covenants 
in the Resolution to approve an Annual Budget prior to the commencement of each Fiscal Year that is in full 
compliance with all applicable requirements contained in the Resolution, including, without limitation, such 
rates, fees and other charges for the services, facilities and commodities furnished by the System as will be 
sufficient at all times to comply with the Rate Covenant, all in accordance with the statutory obligations of the 
City and Council set forth in Section 2-20-3 of the Memphis City Code and Section 7-34-114(a) of the 
Revenue Bond Law.  If, during any Fiscal Year, the Secretary-Treasurer determines that Revenues in any 
Fiscal Year are or will be less than the total amount required in order to comply with the Rate Covenant, then 
the Secretary-Treasurer shall make, or MLGW shall promptly request the Consulting Engineer or Municipal 
Advisor to make, written recommendations as to a revision in such rates, fees, charges or methods of 
operating the System which will result in the generation of the required amount of Revenues in order to 
comply with the Rate Covenant.  Upon receipt of such recommendations, the Board shall, subject to 
applicable requirements imposed by law, immediately take action to revise, and the Council shall, subject to 
applicable requirements imposed by law, immediately take action to approve, such rates, fees and charges in 
accordance with such recommendations and take such other actions respecting the methods of operation of the 
System as shall in the discretion of the Secretary-Treasurer be deemed necessary in order to comply with the 
Rate Covenant.  If the Board fails to prescribe, fix, maintain and collect, and/or the Council fails to approve, 
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rates, fees and other charges in accordance with the provisions of this Section in any Fiscal Year, but each of 
the Board and the Council in the immediately following Fiscal Year has promptly taken all available measures 
to revise such rates, fees and other charges as advised by the Secretary-Treasurer, a Consulting Engineer 
and/or a Municipal Advisor, there shall be no Event of Default as described in the Resolution solely as a 
result of the aforesaid failure until at least the end of such immediately following Fiscal Year and only then if 
Revenues and Net Revenues during such immediately following Fiscal Year are less than the amounts 
required to satisfy the Rate Covenant. 

The rates, fees, and other charges shall be classified in a reasonable manner to cover users of the 
services, facilities and commodities furnished by the System so that, as nearly as practicable, such rates, fees, 
and other charges shall be uniform in application to all users falling within any reasonable class. 

Maintenance of the System in Good Condition. 

MLGW covenants that it has and will continue to enforce reasonable rules and regulations governing 
the System and the operation thereof, that all compensation, salaries, fees, and wages paid by it in connection 
with the operation, maintenance, and repair of the System will be reasonable, that no more persons will be 
employed by it than are necessary, that it will operate the System in an efficient and economical manner and 
will at all times maintain the System in good repair and in sound operating condition, that it will make all 
necessary repairs, renewals and replacements to the System, and that it will comply with all valid acts, rules, 
regulations, orders, and directions of any legislative, executive, administrative, or judicial body applicable to 
the System and MLGW’s operation thereof. 

Insurance. 

With respect to the System, MLGW will carry adequate public liability, fidelity, and property 
insurance, such as is maintained by similar systems as the System; provided, MLGW shall not be required to 
insure beyond the limits of immunity provided by Sections 29-20-101 et seq., Tennessee Code Annotated, as 
amended, and provided further, MLGW may self-insure against any risks that the Board deems appropriate 
provided MLGW maintains adequate reserves, in such amounts as MLGW determines is reasonable, for such 
self-insurance. 

MLGW, without in any way limiting the generality of the following, shall: (a) require each 
construction contractor and each subcontractor to furnish a bond, or bonds, of such type and in amounts 
adequate to assure the faithful performance of their contracts and the payment of all bills and claims for labor 
and material arising by virtue of such contracts; and (b) require each construction contractor or the 
subcontractor to maintain at all times until the completion and acceptance of any Project adequate 
compensation insurance for all of their employees and adequate public liability and property damage 
insurance for the full and complete protection of MLGW from any and all claims of every kind and character 
which may arise by virtue of the operations under their contracts, whether such operations be by themselves 
or by anyone directly or indirectly for them, or under their control. 

All such policies shall be for the benefit of and made payable to MLGW and shall be on deposit with 
MLGW. 

All moneys received for losses under any such insurance policies, except public liability policies, are 
pledged by MLGW, as security for the Revenue Obligations until and unless such proceeds are paid out in 
making good the loss or damage in respect of which such proceeds are received, either by repairing the 
property damaged or replacing the property destroyed or by depositing the same in the Renewal and 
Extension Fund.  Adequate provision for making good such loss and damage shall be made within 120 days 
from the date of the loss, and insurance proceeds not used in making such provision shall be deposited in the 
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Renewal and Extension Fund on the expiration of such 120-day period.  Such insurance proceeds shall be 
payable to MLGW by appropriate clause to be attached to or inserted in the policies. 

No Sale, Lease, or Encumbrance; Exceptions. 

MLGW will not sell, lease, mortgage, or in any manner dispose of the System, or any part thereof, 
including any and all extensions and additions that may be made thereto, or any facility necessary for the 
operation thereof except as follows:  

(a) The use of any of the System facilities may at any time be permanently abandoned or the 
System or any portion of the System or of the System facilities sold or otherwise disposed of, provided that: 

1. All covenants and undertakings in connection with all Revenue Obligations then 
outstanding and payable from the Revenues of the System are in compliance and any required reserve 
funds have been fully established and contributions thereto are current; 

2. After the abandonment, sale or other disposal of all or a portion of the System, 
(1) provision is made for the payment of all the outstanding Revenue Obligations or (2) the remaining 
Revenues of the System after such sale shall be sufficient to pay principal of, premium, if any, and 
interest on the remaining Revenue Obligations and sufficient to be in compliance with the covenants 
set forth in the Resolution as certified by the Secretary-Treasurer, a Consulting Engineer or 
Municipal Advisor; 

3. The abandonment, sale or disposition is for the purpose of disposing of facilities which 
are no longer necessary or no longer useful to the operation of the System or it is otherwise in the 
best interests of MLGW to dispose of all or a part of the System as determined by the Board; and 

4. MLGW receives an opinion of Bond Counsel to the effect that the disposition of the 
System or any portion thereof and use of the proceeds therefrom will not adversely affect the 
exclusion of interest on any Tax-Exempt Obligations from gross income of the holders thereof for 
purposes of federal income taxation. 

(b)   Nothing in the Resolution is intended to prohibit the lease or purchase of equipment or 
facilities of the System hereafter to be put in service or to prohibit the transfer or exchange of service areas to 
provide for more efficient operation of the System so long as MLGW is in full compliance with the covenants 
set forth herein immediately following such transfer or exchange. 

(c)    In addition to the transfers permitted above, MLGW shall have the right to sell, lease, transfer 
or otherwise dispose of the System as a whole or substantially as a whole, to any municipal corporation, 
county, political subdivision, governmental corporation or governmental agency (each of which shall be 
included within the term “Transferee” as used in the Resolution), provided (i) the Transferee thus acquiring 
the System from MLGW will assume the performance of and be bound by all of MLGW’s and the City’s 
obligations to the holders of the Revenue Obligations to make the payments into the funds required by the 
resolutions authorizing the Revenue Obligations and the Resolution and to pay the principal of, premium, if 
any, and interest on the Revenue Obligations as provided in the covenants and provisions of this Resolution 
and (ii) MLGW receives an opinion of Bond Counsel to the effect that the transfer of the System or any 
portion thereof to the Transferee and application of the disposition proceeds from such transfer will not 
adversely affect the exclusion of interest on any Tax-Exempt Obligations from gross income of the holders 
thereof for purposes of federal income taxation. 

(d)   Nothing contained in the Resolution shall prohibit MLGW from transferring any property or 
facilities constituting a part of the System to any of MLGW’s other utility systems so long as such transfer 
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will not materially impair the ability of MLGW to comply during the current or any future Fiscal Year with 
the provisions of the Rate Covenant set forth in the Resolution and will not result in the noncompliance by 
MLGW with any of the covenants contained in the Resolution or in any tax regulatory agreements or non-
arbitrage certificates executed by MLGW in connection with the issuance of any Tax-Exempt Obligations. 

No Impairment of Rights. 

MLGW shall not enter into any contract or contracts, nor take any action, the results of which might 
materially impair the rights of the holders of any Revenue Obligations. 

Books and Accounts. 

MLGW shall keep proper books and accounts in compliance with applicable laws and regulations, if 
any, and shall cause such books and accounts to be audited for each Fiscal Year by an Independent Certified 
Public Accountant.  A copy of each annual audit report showing in reasonable detail the financial condition of 
the System at the close of the Fiscal Year, the income and expenses for such Fiscal Year, including the 
transactions relating to any and all funds and accounts created pursuant to the Resolution, shall be available to 
any Bondholder upon request. 

Enforcement of Charges and Connections. 

MLGW shall compel the prompt payment of rates, fees, and charges imposed for service connected 
with the System, and to that end will vigorously enforce all of the provisions of any resolution or ordinance of 
MLGW having to do with the same, and all of the rights and remedies permitted MLGW under law.  MLGW 
expressly covenants and agrees that such charges will be enforced and promptly collected to the full extent 
permitted by law. 

Payments. 

All payments falling due on the Revenue Obligations and related Contracts shall be made by MLGW, 
from the Pledged Revenues or, at MLGW’s option, other legally available revenues to the owners thereof 
when due in full, and all reasonable and authorized charges made by the Bond Registrar and any Paying 
Agent shall be paid by MLGW, when due. 

No Loss of Lien on Revenues. 

MLGW and the City shall not do, or omit to do, or permit to be done or to be omitted any matter or 
thing whatsoever whereby the lien of the Resolution on the Pledged Revenues or any part thereof might or 
could be lost or impaired. 

Annual Budget. 

Each of the Board and the Council agrees to adopt an Annual Budget for MLGW for each Fiscal Year 
in compliance with the Rate Covenant and other provisions set forth in the Resolution.  Prior to the 
commencement of each Fiscal Year, the Board will adopt and submit to the Council for approval an Annual 
Budget for MLGW adopted by the Board for the coming Fiscal Year that includes reasonable and expressly 
stated assumptions as to usage, collections and similar factors and that fixes, establishes or maintains rates, 
fees and other charges for the services, facilities and commodities furnished by the System in order to 
generate funds sufficient at all times to comply with the Rate Covenant.  Promptly upon receipt of the final 
Annual Budget adopted by the Board, but in any event no later than the commencement of the coming Fiscal 
Year, the Council shall, by separate resolution, adopt and/or amend and approve the Annual Budget of 
MLGW; provided, however, the Council shall approve as a part of its approval of any such Annual Budget all 
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rates, fees and other charges as are necessary to meet the requirements contained in the Resolution and all 
other bond resolutions, which bond resolutions have been approved by the Council. 

Tax Provisions. 

MLGW recognizes that the purchasers and owners of Tax-Exempt Obligations will have accepted the 
Tax-Exempt Obligations on, and paid for the Tax-Exempt Obligations a price which reflects, the 
understanding that interest on such Tax-Exempt Obligations is not included in the gross income of the owners 
thereof for federal income tax purposes under laws in force at the time the Tax-Exempt Obligations shall have 
been delivered. 

MLGW shall take any and all action which may be required from time to time in order to assure that 
interest on the Tax-Exempt Obligations shall remain excludable from the gross income of the owners of the 
Tax-Exempt Obligations for federal income tax purposes and shall refrain from taking any action which 
would adversely affect such status. 

The covenants, certifications, representations, and warranties contained under this heading shall 
survive payment in full or provision for payment in full of the Tax-Exempt Obligations until the end of the 
statute of limitations following the later of final payment of such Revenue Obligations (without regard to any 
defeasance or other provision for the payment thereof) or the last date as of which payments under Section 
148(f) of the Code could be due to the United States. 

Continuing Disclosure. 

Each of the City and MLGW shall comply with any and all federal or state securities law 
requirements applicable to any Revenue Obligations, including, without limitation, Rule 15c2-12 of the SEC 
if and to the extent applicable to any Revenue Obligations, and each of the City and MLGW will enter into 
such undertakings, covenants and/or agreements as may be required in any Supplemental Resolution in order 
to ensure such compliance.  Notwithstanding any provision in the Resolution to the contrary, no default under 
any continuing disclosure undertaking will constitute a default or Event of Default under the Resolution. 

Compliance with Purchase Contracts. 

MLGW agrees to comply with all material terms of any agreement to purchase gas for the System, 
and the Resolution shall not be construed to prevent MLGW from complying with the terms of any such 
agreements. 

 
Events of Default and Remedies 

Definition of Events of Default. 

An “Event of Default” shall mean the occurrence of any one or more of the following: 

(a) a failure to pay the principal or redemption price of any Senior Lien Revenue Obligation 
when the same shall become due and payable, either at maturity or by proceedings for redemption or 
otherwise; or 

(b) a failure to pay any installment of interest on any Senior Lien Revenue Obligation when and 
as such installment of interest shall become due and payable; or 

(c) a court of competent jurisdiction shall enter an order, judgment, or decree appointing a 
Receiver of the System or any of the funds or accounts established under the Resolution, or approving a 
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petition seeking reorganization of MLGW under the federal bankruptcy laws or any other applicable law or 
statute of the United States of America or the State, and such order, judgment, or decree shall not be vacated 
or set aside or stayed within 60 days from the date of the entry thereof; or 

(d) the City or MLGW shall fail to perform any of the other covenants, conditions, agreements, 
and provisions contained in the Senior Lien Revenue Obligations or in the Resolution with respect to Senior 
Lien Revenue Obligations on the part of the City or MLGW to be performed, and such failure shall continue 
for 90 days after written notice specifying such failure and requiring it to be remedied shall have been given 
to MLGW by the Paying Agent or by the owners of not less than, or any Credit Issuer securing not less than, 
twenty-five percent (25%) in aggregate principal amount of the Senior Lien Revenue Obligations; provided, 
however, if the failure stated in such notice can be corrected, but not within such 90 day period, MLGW shall 
have 180 days after such written notice to cure such default if corrective action is instituted by MLGW within 
such 90 day period and diligently pursued until the failure is corrected; or 

(e) an Event of Default under any Supplemental Resolution relating to Senior Lien Revenue 
Obligations shall occur; 

provided if the Event of Default relates solely to Senior Lien Revenue Obligations related to a particular 
category of Revenues and no other event has occurred which, with the lapse of time or the delivery of notice 
or both, could become an Event of Default with respect to any other Senior Lien Revenue Obligations then 
Outstanding, such Event of Default shall be deemed to apply solely to the related Senior Lien Revenue 
Obligations and Contracts and the provisions of the Resolution shall otherwise remain in full force and effect 
with respect to all other Senior Lien Revenue Obligations and related Contracts. 

Remedies. 

Upon the occurrence of an Event of Default, the Paying Agent shall have the power to proceed with 
any right or remedy available at law or in equity or by statute, as it may deem best, including without 
limitation any suit, action or special proceeding in equity or at law for the collection of amounts due and to 
become due under the Resolution and under the Senior Lien Revenue Obligations or the performance of any 
covenant or agreement contained therein or for the enforcement of any proper legal or equitable remedy as the 
Paying Agent shall deem most effectual to protect the rights aforesaid, insofar as such may be authorized by 
law.  The rights therein specified are to be cumulative to all other available rights, remedies or powers. 

Without limiting the foregoing, upon the request of the holders of not less than, or any Credit Issuer 
securing not less than, twenty-five percent (25%) of the Outstanding Senior Lien Revenue Obligations, the 
Paying Agent shall, in addition to all other remedies and rights upon or under the Resolution, have the right, 
by appropriate proceedings in any court of competent jurisdiction, to obtain the appointment of a Receiver for 
the System, which Receiver may enter upon and take possession of the System, operate and maintain the 
System, fix rates and collect all revenues arising therefrom in as full a manner and to the same extent as 
MLGW itself might do.  The Receiver shall deposit all moneys collected by it in a separate account or 
accounts and shall dispose of such revenues in accordance with the terms and conditions of the related 
Supplemental Resolutions authorizing Senior Lien Revenue Obligations and the Resolution and as the court 
shall direct. 

No delay or omission to exercise any right or remedy accruing upon any Event of Default shall impair 
any such right or remedy or shall be construed to be a waiver of any such Event of Default or acquiescence 
therein; and every such right and remedy may be exercised from time to time and as often as may be deemed 
expedient. 
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No waiver of any Event of Default under the Resolution, whether by the Paying Agent, any Credit 
Issuer or by the Bondholders, shall extend to or affect any subsequent or other Event of Default, or impair any 
rights or remedies consequent thereon. 

Rights of Bondholders. 

Upon the occurrence of an Event of Default and if requested so to do by the Holders of more than 
fifty percent (50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding, 
and if indemnified for its costs and expenses, the Paying Agent, subject to the provisions of the Resolution, 
shall be obligated to exercise such one or more of the rights and remedies conferred by the Resolution as the 
Paying Agent, being advised by counsel, shall deem most expedient in the interests of the Bondholders. 

Right of Bondholders to Direct Proceedings. 

Anything in the Resolution to the contrary notwithstanding, the Holders of more than fifty percent 
(50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding shall have the 
right, at any time, by an instrument or instruments in writing executed and delivered to the Paying Agent, to 
direct (as between such Bondholders and the Paying Agent) the time, method and place of conducting all 
proceedings otherwise permitted to be taken in connection with the enforcement of the terms and conditions 
of the Resolution, or for the appointment of a Receiver or any other proceedings under the Resolution, 
provided the Paying Agent is indemnified as provided above. 

Remedies Cumulative. 

No remedy conferred upon or reserved to the holders of any Revenue Obligations is intended to be 
exclusive of any other remedy or remedies, and each and every such remedy shall be cumulative and shall be 
in addition to every other remedy given under the Resolution or now or hereafter existing at law or in equity 
or by statute. 

Waiver of Default. 

No delay or omission of any holder of any Revenue Obligations to exercise any right or power 
accruing upon any Event of Default shall impair any such right or power or shall be construed to be a waiver 
of any such Event of Default, or an acquiescence therein, and every power and remedy given by the 
Resolution to the holders of any Revenue Obligations may be exercised from time to time and as often as may 
be deemed expedient. 

Application of Moneys After Default. 

If an Event of Default occurs and shall not have been remedied, MLGW or a Receiver appointed for 
the System shall apply all Pledged Revenues as follows and in the following order of priority subject to the 
provisions of clause (d) below: 

(a) Expenses of Receiver, Paying Agent and Bond Registrar - to the payment of the reasonable 
and proper charges, expenses, and liabilities of any Receiver, the Paying Agent and the Bond Registrar under 
the Resolution with the amounts payable under this subsection (a), if related to a particular series and 
therefore to a particular category of Revenues, first from such category of Revenues and second from other 
categories of Revenues in amounts as determined by the Receiver or MLGW, and if not so related to a 
particular series or category of Revenues, then from all Revenues as determined by the Receiver or MLGW; 

(b) Operating Expenses - then, within each category of Revenues, to the payment of all 
reasonable and necessary related Operating Expenses; 
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(c) Principal or redemption price, interest, and payments on related Contracts - then, within each 
category of Revenues, to the payment of the interest and principal or redemption price then due on the related 
Senior Lien Revenue Obligations and payments then due under related Contracts, as follows: 

(1) Unless the principal of all the Senior Lien Revenue Obligations related to such 
category of Revenues shall have become due and payable due to the maturity thereof, all such 
moneys shall be applied as follows: 

(a)      first: to the payment to the persons entitled thereto of all installments of 
interest then due on the Senior Lien Revenue Obligations, in the order of the maturity of 
such installments (with interest on defaulted installments of interest at the rate or rates borne 
by the Senior Lien Revenue Obligations with respect to which such interest is due, but only 
to the extent permitted by law), and, if the amount available shall not be sufficient to pay in 
full any particular installment, then to the payment ratably, according to the amounts due on 
such installment, to the persons entitled thereto, without any discrimination or preference.  If 
some of the Senior Lien Revenue Obligations bear interest payable at different intervals or 
upon different dates and if at any time moneys from the Debt Service Reserve Account must 
be used to pay any such interest, the moneys in the Debt Service Reserve Account shall be 
applied (to the extent necessary) to the payment of all interest falling due on the dates upon 
which such interest is payable to and including the date six months after the date of 
application of such moneys.  After such period, moneys in the Debt Service Reserve Account 
plus any other moneys available in the Interest Account shall be set aside for the payment of 
interest on Senior Lien Revenue Obligations of each class (a class consisting of all Senior 
Lien Revenue Obligations payable as to interest on the same dates) pro rata among Senior 
Lien Revenue Obligations of the various classes on a daily basis so that there shall accrue to 
each owner of a Senior Lien Revenue Obligation throughout each Fiscal Year the same 
proportion of the total interest payable to such owner of a Senior Lien Revenue Obligation as 
shall so accrue to every other owner of a Senior Lien Revenue Obligation during such Fiscal 
Year. 

(b)      second: to the payment to the persons entitled thereto of the unpaid 
principal of any of the Senior Lien Revenue Obligations which shall have become due at 
maturity or upon mandatory redemption prior to maturity (other than Senior Lien Revenue 
Obligations called for redemption for the payment of which moneys are held pursuant to the 
provisions of the Resolution), in the order of their due dates, with interest upon such Senior 
Lien Revenue Obligations from the respective dates upon which they became due, and, if the 
amount available shall not be sufficient to pay in full Senior Lien Revenue Obligations due 
on any particular date, together with such interest, then to the payment first of such interest, 
ratably according to the amount of such interest due on such date, and then to the payment of 
such principal, ratably according to the amount of such principal due on such date, to the 
persons entitled thereto without any discrimination or preference.  If some of the Senior Lien 
Revenue Obligations mature (including mandatory redemption prior to maturity as a 
maturity) upon a different date or dates and if at any time moneys from the Debt Service 
Reserve Account must be used to pay any such principal falling due, the moneys in the Debt 
Service Reserve Account not required to pay interest under subsection (A) immediately 
above shall be applied to the extent necessary to the payment of all principal falling due prior 
to the date 12 months after the date of application of such moneys.  After such period, 
moneys in the Debt Service Reserve Account not required to pay interest plus any other 
moneys available in the Principal Account shall be set aside for the payment of principal of 
Senior Lien Revenue Obligations of each class (a class consisting of all Senior Lien Revenue 
Obligations payable as to principal on the same date) pro rata among Senior Lien Revenue 
Obligations of the various classes which mature or must be redeemed pursuant to mandatory 
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redemption prior to maturity throughout each Fiscal Year in such proportion of the total 
principal payable on each such Senior Lien Revenue Obligation as shall be equal among all 
classes of Senior Lien Revenue Obligations maturing or subject to mandatory redemption 
within such Fiscal Year. 

(c)      third:  to the payment of the redemption premium on and the principal of 
any Senior Lien Revenue Obligations called for optional redemption pursuant to their terms. 

(d)      fourth:  to interest portions of Reimbursement Obligations that have not 
been designated as Senior Lien Revenue Obligations, but are related to Senior Lien Revenue 
Obligations pursuant to the terms of the related Contracts. 

(e)      fifth:  to the payment of principal portions of Reimbursement Obligations 
that have not been designated as Senior Lien Revenue Obligations, but are related to Senior 
Lien Revenue Obligations pursuant to the terms of the related Contracts. 

(f)      sixth: to the payment of all other amounts then due on Contracts 
(excluding Termination Payments) related to Senior Lien Revenue Obligations. 

(2) If the principal of all the Senior Lien Revenue Obligations shall have become due 
and payable, all such moneys shall be applied to the payment of the principal and interest then due 
and unpaid upon the Senior Lien Revenue Obligations, with interest thereon as aforesaid, and due 
and unpaid payments under related Contracts (excluding Termination Payments), without preference 
or priority of principal over interest or payments on Contracts, or of interest over principal or 
payments on Contracts, or of payments on Contracts over principal or interest, or of any installment 
of interest over any other installment of interest, or of any Senior Lien Revenue Obligation over any 
other Senior Lien Revenue Obligations, or of any such payment under a Contract and over any other 
such payment under a Contract, ratably, according to the amounts due respectively for principal, 
interest, and payments under Contracts (excluding Termination Payments), to the persons entitled 
thereto without any discrimination or preference. 

(3) Following the application of moneys as set forth in clauses (1) and (2) above, all 
such moneys shall be applied to any due and unpaid Termination Payments payable under any 
Contract relating to any Senior Lien Obligations. 

(d) Notwithstanding anything else in the Resolution to the contrary, payments made pursuant to 
subsections (b) and (c) above shall be made by category of Revenues to related Revenue Obligations such 
that: 

(1) Amounts traceable to General Revenues are used only for General Revenue 
Obligations and related Contracts; 

(2) Amounts traceable to Special Purpose Revenues are used only for Special Purpose 
Revenue Obligations and related Contracts or otherwise as permitted by the Resolution; and 

(3) Amounts not traceable to particular categories of Revenues shall be used first as 
General Revenues for purposes of this Section, and then as Special Purpose Revenues; 

(e) Subordinate Lien Obligations – last to the payment of the interest and principal or redemption 
price then due on the Subordinate Lien Revenue Obligations and payments under related Contracts in 
accordance with the Supplemental Resolutions authorizing such Subordinate Lien Revenue Obligations and 
related Contracts. 

Rights of Credit Issuer. 

Notwithstanding any other provision of the Resolution, in the event that the City or MLGW shall 
draw under a Credit Facility any amount for the payment of principal of or interest on any Revenue 
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Obligations, then upon such payment the related Credit Issuer shall succeed to and become subrogated to the 
rights of the recipients of such payments to the extent of such payments and such principal or interest shall be 
deemed to continue to be unpaid and Outstanding for all purposes and shall continue to be fully secured by 
the Resolution until the Credit Issuer, as successor and subrogee, has been paid all amounts owing in respect 
of such subrogated payments of principal and interest.  Such rights shall be limited and evidenced by having 
MLGW note the Credit Issuer’s rights as successor and subrogee on its records, and MLGW shall, upon 
request, deliver to the Credit Issuer (a) in the case of interest on the Revenue Obligations, an acknowledgment 
of the Credit Issuer’s ownership of interest to be paid on the Revenue Obligations specifying the amount of 
interest owed, the period represented by such interest, and the numbers of the Revenue Obligations on which 
such interest is owed and (b) in the case of principal of the Revenue Obligations, either the Revenue 
Obligations themselves duly assigned to the Credit Issuer or new Revenue Obligations registered in the name 
of the Credit Issuer or in such other name as the Credit Issuer shall specify.  Whenever moneys become 
available for the payment of any interest or principal then overdue, the Credit Issuer shall be treated as to 
interest or principal owed to it as successor and subrogee as if it had been the holder of the Revenue 
Obligations on which such interest or principal is payable on any special record date therefor. 

Rights and Remedies Vested in Paying Agent. 

All rights of action and remedies under the Resolution or under any of the Senior Lien Revenue 
Obligations may be enforced by the Paying Agent without the possession of any of the Senior Lien Revenue 
Obligations or the production thereof in any trial or other proceedings relating thereto and any such suit or 
proceeding instituted by the Paying Agent shall be brought in its name as Paying Agent without the necessity 
of joining as plaintiffs or defendants any Holders of the Senior Lien Revenue Obligations or any Credit 
Issuer, and any recovery of judgment shall, subject to the terms of the Resolution, be for the benefit of the 
Holders of the Senior Lien Revenue Obligations and any Credit Issuer. 

Rights and Remedies of Bondholders. 

No Holder of any Senior Lien Revenue Obligation shall have any right to institute any suit, action or 
proceeding in equity or law for the enforcement of the Resolution, for the execution of any trust of the 
Resolution or for the appointment of a Receiver or to enforce any other right or remedy under the Resolution, 
unless (a) a Default has occurred of which the Paying Agent has been notified, or of which it is deemed to 
have notice, (b) such Default shall have become an Event of Default and the Holders of more than fifty 
percent (50%) in aggregate principal amount of Senior Lien Revenue Obligations then outstanding shall have 
made written request to the Paying Agent and shall have offered reasonable opportunity to the Paying Agent 
either to proceed to exercise the powers hereinbefore granted or to institute such action, suit or proceeding in 
its own name, and (c) such Bondholders have offered to the Paying Agent indemnity as provided in the 
Resolution and the Paying Agent shall thereafter fail or refuse to exercise the powers granted in the 
Resolution, or to institute such action, suit or proceeding in its own name.  Such notification, request and offer 
of indemnity are thereby declared in every case at the option of the Paying Agent to be conditions precedent 
to the execution of the powers and trusts of the Resolution, and to any action or cause of action for the 
enforcement thereof, or for the appointment of a Receiver or for any other right or remedy hereunder; it being 
understood and intended that no one or more Holders of the Senior Lien Revenue Obligations shall have any 
right in any manner whatsoever to affect, disturb or prejudice the lien of the Resolution by its, his or their 
action or to enforce any right or remedy under the Resolution except in the manner therein provided, and that 
all proceedings at law or in equity shall be instituted, had and maintained in the manner therein provided and 
for the benefit, first, of the Holders of all Senior Lien Revenue Obligations and, second, of any Credit Issuer. 
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Termination of Proceedings. 

If the Paying Agent shall have proceeded to enforce any right or remedy hereunder by any action at 
law or in equity, by the appointment of a Receiver or otherwise, and such proceedings shall have been 
discontinued or abandoned for any reason, or shall have been determined adversely to the Paying Agent, then 
and in every such case MLGW, the Paying Agent, any Credit Issuer and the Bondholders shall be restored to 
their former positions and rights hereunder, respectively, with respect to the Pledged Revenues, and all rights, 
remedies and powers of the Paying Agent, any Credit Issuer and the Bondholders, respectively, shall continue 
as if no such proceedings had been taken. 

Waivers of Events of Default. 

The Paying Agent shall waive any Event of Default under the Resolution and its consequences upon 
the written request of the Holders of more than fifty percent (50%) in aggregate principal amount of all Senior 
Lien Revenue Obligations then Outstanding, provided, however, there shall not be waived: 

(a) any Event of Default pertaining to the payment of the principal or redemption price of any 
Senior Lien Revenue Obligation at its maturity or redemption date; or 

(b) any Event of Default pertaining to the payment when due of the interest on any Senior Lien 
Revenue Obligation unless prior to such waiver, all arrears of interest and all principal or redemption price 
payments in respect of which such Event of Default shall have occurred, with interest thereon (to the extent 
permitted by law) for the period from the occurrence of such Event of Default until paid in full at a rate per 
annum equal to the interest rate payable on the Senior Lien Revenue Obligations from time to time during 
such period in accordance with the terms of the Senior Lien Revenue Obligations, and all expenses of the 
Paying Agent in connection with such Event of Default, shall have been paid or provided for, and in case of 
any such waiver, or in case any proceeding taken by the Paying Agent on account of any such Event of 
Default shall have been discontinued or abandoned or for any reason, or shall have been determined adversely 
to the Paying Agent, then and in every such case MLGW, the Paying Agent, the Credit Issuer, any Qualified 
Hedge Provider and the Bondholders shall be restored to their former positions and rights under the 
Resolution, respectively, but no such waiver shall extend to or affect any subsequent or other Event of 
Default, or impair any rights or remedies consequent thereon. 

 
The Paying Agent 

Acceptance of Duties. 

With respect to the Senior Lien Revenue Obligations issued under the Resolution, the Paying Agent, 
by participating in the closing of the initial series of Senior Lien Revenue Obligations, shall be deemed to 
have accepted the duties imposed upon it under the Resolution, and to have agreed to perform said duties, but 
only upon and subject to the following express terms and conditions: 

(a) The Paying Agent, prior to the occurrence of an Event of Default and after the curing of all 
Events of Default which may have occurred undertakes to perform such duties and only such duties as are 
specifically set forth in the Resolution, and no implied agreements or obligations shall be read into the 
Resolution against the Paying Agent.  In case an Event of Default has occurred and is continuing, the Paying 
Agent shall exercise such of the rights and powers vested in it by the Resolution and use the same degree of 
care and skill in their exercise as a prudent corporate trustee would exercise or use under the circumstances. 

(b) The Paying Agent may execute any of the trusts or powers of the Resolution and perform any 
of its duties by or through attorneys, agents, Receivers or employees but shall be answerable for the conduct 
of the same in accordance with the standard specified in subsection (a) above, and shall be entitled to advice 
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of counsel concerning all matters relating to its duties thereunder, and may in all cases pay reasonable 
compensation to all such attorneys, agents, Receivers and employees as may reasonably be employed in 
connection with the trusts thereof.  The Paying Agent may act upon the opinion or advice of any attorney 
(who may be the attorney or attorneys for MLGW), approved by the Paying Agent in the exercise of 
reasonable care.  The Paying Agent shall not be responsible for any loss or damage resulting from any action 
or non-action in good faith in reliance upon such opinion or advice. 

(c) The Paying Agent shall not be responsible for any recital in the Resolution, or in the Senior 
Lien Revenue Obligations (except with respect to the authentication certificate of the Paying Agent endorsed 
on the Senior Lien Revenue Obligations), or for the recording or rerecording, filing or re-filing of the 
Resolution or any other document, or for the validity of the execution or approval hereof by MLGW or of any 
supplements thereto or instruments of further assurance, or for the sufficiency of the security for the Senior 
Lien Revenue Obligations, or for the value of or title in and to the Pledged Revenues or any part of the 
Pledged Revenues or otherwise as to the maintenance of the security hereof, and the Paying Agent shall not 
be bound to ascertain or inquire as to the performance or observance of any agreements or conditions on the 
part of MLGW except as set forth in the Resolution. 

(d) Except to the extent specifically provided in the Resolution, the Paying Agent shall not be 
accountable for the use of the proceeds of any of the Senior Lien Revenue Obligations.  The Paying Agent, in 
its individual capacity, may in good faith buy, sell, own, hold or deal in any of the Revenue Obligations 
issued under the Resolution, and may join in any action which any Bondholder may be entitled to take with 
like effect as if such Person did not act in any capacity thereunder.  The Paying Agent, in its individual 
capacity, either as principal or agent, may also engage in or be interested in any financial or other transaction 
with any Credit Issuer, and may act as depository, Paying Agent or agent for any committee or body of 
Bondholders in connection with any other resolution or similar agreement to which MLGW or any Credit 
Issuer is a party and hold any bonds secured thereby or other obligations of MLGW as freely as if such Person 
did not act in any capacity under the Resolution. 

(e) Except as is otherwise provided in subsection (a) above: 

(1) The Paying Agent shall be protected in acting upon opinions of counsel and upon any 
notice, request, consent, certificate, order, affidavit, letter, telegram or other paper or document 
believed to be genuine and correct and to have been signed or sent by the proper Person or Persons.  
Any action taken by the Paying Agent, pursuant to the Resolution upon the request, authority or 
consent of the Bond Registrar acting at the direction of any Person who at the time of making such 
request or giving such authority or consent is the Holder of any Senior Lien Revenue Obligation, 
shall be conclusive and binding upon all future Holders of the same Senior Lien Revenue Obligation 
and upon Senior Lien Revenue Obligations issued in exchange therefor or in place thereof.  The 
Paying Agent may conclusively rely upon a certificate furnished by any Credit Issuer as to amounts 
owing with respect to any Credit Facility. 

(2) As to the existence or non-existence of any fact or as to the sufficiency or validity of 
any instrument, paper or proceeding, the Paying Agent shall be entitled to rely upon a certificate of 
MLGW as sufficient evidence of the facts therein contained and prior to the occurrence of an Event 
of Default of which the Paying Agent has been notified as provided in subsection (e)(4) of this 
Section, or of which by said subsection it is deemed to have notice, shall also be at liberty to accept 
a similar certificate to the effect that any particular dealing, transaction or action is necessary or 
expedient, but may at its discretion secure such further evidence deemed necessary or advisable, but 
shall in no case be bound to secure the same.  The Paying Agent may accept a certificate of MLGW 
to the effect that a resolution in the form therein set forth has been adopted as conclusive evidence 
that such resolution has been adopted and is in full force and effect. 
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(3) The right of the Paying Agent to do things enumerated in the Resolution shall not be 
construed as a duty and the Paying Agent shall not be answerable for other than its negligence or 
willful misconduct.   

(4) Unless a Responsible Officer of the Paying Agent shall be specifically notified in 
writing of an Event of Default by MLGW, any Credit Issuer or by the Holders of more than fifty 
percent (50%) in aggregate principal amount of Outstanding Senior Lien Revenue Obligations, the 
Paying Agent shall not be required to take notice or be deemed to have notice of any Default under 
the Resolution except failure to pay the principal or redemption price of or interest on the Senior 
Lien Revenue Obligations when due.  All notices or other instruments required to be delivered to the 
Paying Agent must, in order to be effective, be delivered at the principal corporate trust office of the 
Paying Agent, and in the absence of such notice so delivered the Paying Agent may conclusively 
assume there is no Event of Default except as aforesaid.  In the event that any payment referred to 
above is not paid when due, the Paying Agent shall give immediate notice to MLGW and any Credit 
Issuer, by telephone, electronic mail or facsimile transmitter (with confirmed receipt), that such 
payment has not been made and shall immediately confirm such notice by registered or certified 
mail to MLGW and any Credit Issuer. 

(f) The Paying Agent shall not be required to give any bond or surety in respect of the execution of the 
said trusts and powers or otherwise in respect of the premises. 

(g) Notwithstanding anything elsewhere contained in the Resolution, the Paying Agent shall have the 
right, but shall not be required, to demand, in respect of the authentication of any Senior Lien Revenue 
Obligations, the taking of any action reasonably within the purview hereof, as a condition of such action by 
the Paying Agent. 

(h) Before taking any action under the Resolution (other than acting on a Credit Facility) at the request 
or direction of any Holder of a Revenue Obligation, the Paying Agent may require that satisfactory security or 
indemnity be furnished by the Holders of the Senior Lien Revenue Obligations for the reimbursement of all 
expenses to which it may be put and to protect it against all liability, except liability which is adjudicated to 
have resulted from the negligence or willful misconduct of the Paying Agent, by reason of any action so 
taken. 

(i) All moneys received by the Paying Agent or the Bond Registrar for the Senior Lien Revenue 
Obligations shall, until used or applied or invested as herein provided, be held in trust for the purposes for 
which they were received but need not be segregated from other funds except to the extent required in the 
Resolution or by law. 

(j) No provision of the Resolution shall require the Paying Agent to expend or risk its own funds or 
otherwise incur any financial liability in the performance of any of its duties under the Resolution, or in the 
exercise of any of its rights or powers, if it shall have reasonable grounds for believing that repayment of such 
funds or adequate security or indemnity against such risk or liability is not reasonably assured to it. 

(k) The Paying Agent shall be entitled to pay any amount to a Credit Issuer required hereunder upon 
written notice from the Credit Issuer that such amount is due and owed by MLGW to the Credit Issuer 
pursuant to this Resolution, a Credit Facility or other related documents, and the Paying Agent shall have no 
obligation to determine whether such amount is in fact owed to the Credit Issuer. 
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Fees, Charges and Expenses of Paying Agent. 

MLGW shall pay and/or reimburse the Paying Agent reasonable compensation for its ordinary 
services and extraordinary services rendered under the Resolution. 

Notice by Paying Agent and Division. 

(a) If an Event of Default occurs of which the Paying Agent is by the terms of the Resolution 
required to take notice or if notice of an Event of Default be given as provided in the Resolution, then the 
Paying Agent shall give written notice thereof by electronic mail, by first-class, registered or certified mail, 
postage prepaid, or in any other manner as set forth in the related Supplemental Resolution, to any Credit 
Issuer, MLGW and the Holders of all Senior Lien Revenue Obligations then Outstanding of the applicable 
series. 

(b) At any time that any series of Senior Lien Revenue Obligations are rated by a Rating Agency, 
MLGW, shall promptly give notice to such Rating Agency, at such address as the Rating Agency shall have 
furnished to MLGW, of: 

(1) any change in the identity of the Paying Agent, 

(2) any amendments or supplements of the Resolution or the Senior Lien Revenue 
Obligations, 

(3) any redemption of all the Senior Lien Revenue Obligations or any mandatory 
purchase of all the Senior Lien Revenue Obligations, 

(4) any amendment, renewal, substitution, termination or expiration of any Credit 
Facility; and 

(5) any other information that the Rating Agency may reasonably request. 

Removal of the Paying Agent. 

The Paying Agent may be removed at any time, by an instrument or concurrent instruments in writing 
delivered to the Paying Agent and (as applicable) to MLGW and any Credit Issuer, and signed either by 
MLGW (if no Event of Default has occurred and is continuing) or by the Holders of more than fifty percent 
(50%) in aggregate principal amount of the outstanding Senior Lien Revenue Obligations (if an Event of 
Default has occurred and is continuing); provided, however, that such removal shall take effect only upon the 
appointment of a successor Paying Agent as provided in the Resolution and provided further if the removal is 
by MLGW, that there shall not then exist an Event of Default under the Resolution. 

 
Defeasance 

Provision for Payment. 

Except as otherwise set forth in the Supplemental Resolution authorizing Revenue Obligations, all or 
any portion of the Revenue Obligations for the payment, prepayment or redemption of which sufficient 
moneys or sufficient Defeasance Obligations shall have been deposited with the Paying Agent or an escrow 
agent selected by MLGW (whether upon or prior to the maturity or the redemption date of such Revenue 
Obligations) shall be deemed to be paid and no longer Outstanding under the Resolution; provided, however, 
that if such Revenue Obligations are to be redeemed prior to the maturity thereof, notice of such redemption 
shall have been duly given as provided in Article III of the Resolution or firm and irrevocable arrangements 
shall have been made for the giving of such notice.  Defeasance Obligations shall be considered sufficient for 
purposes of Article IX of the Resolution only: (a) if such Defeasance Obligations are not callable by the issuer 
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of the Defeasance Obligations prior to their stated maturity, and (b) if such Defeasance Obligations fall due 
and bear interest in such amounts and at such times as will assure sufficient cash (whether or not such 
Defeasance Obligations are redeemed by MLGW pursuant to any right of redemption) to pay currently 
maturing interest and to pay principal and redemption premiums, if any, when due on the Revenue 
Obligations without rendering the interest on any Tax-Exempt Obligations includable in gross income of any 
owner thereof for federal income tax purposes.  Notwithstanding the foregoing, the lien of the Resolution will 
not be released and discharged until MLGW has received an opinion of Bond Counsel to the effect that all 
conditions precedent to such discharge have been satisfied and, in the event of an advance refunding, MLGW 
has received a verification of the sufficiency of funds held to discharge Revenue Obligations from an 
Independent Certified Public Accountant. 

MLGW may at any time surrender to the Bond Registrar for cancellation by it any Bonds previously 
authenticated and delivered under the Resolution which MLGW may have acquired in any manner 
whatsoever.  All such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired. 

Release of Pledge. 

If all Revenue Obligations and obligations secured by a lien on a category of Revenues have been 
paid or provision for payment thereof made pursuant to the Resolution and the related Supplemental 
Resolution, then at the option of MLGW, the terms and provisions of the Resolution relating solely to such 
category of Revenues may be determined as void and of no further force or effect; provided the other terms 
and provisions of the Resolution shall remain in effect until the election of MLGW after payment or provision 
for payment of all Revenue Obligations and obligations secured by a lien created pursuant to the Resolution 
on any Revenues. 

Supplemental Resolutions 

Supplemental Resolutions Not Requiring Consent of Bondholders. 

MLGW and the City, from time to time and at any time, subject to the conditions and restrictions in 
the Resolution, may adopt one or more Supplemental Resolutions which thereafter shall form a part of the 
Resolution, without the consent of or notice to Holders for any one or more or all of the following purposes: 

(a) to add to the covenants and agreements in the Resolution other covenants and agreements 
thereafter to be observed or to surrender, restrict, or limit any right or power reserved in the Resolution to or 
conferred upon MLGW or the City (including but not limited to the right to issue Additional Obligations); 

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting, or 
supplementing any defective provision contained in the Resolution, or in regard to matters or questions 
arising under the Resolution, as MLGW may deem necessary or desirable and not materially adverse to the 
interests of Holders of related Senior Lien Revenue Obligations; 

(c) to subject to the lien and pledge of the Resolution additional revenues, receipts, properties, or 
other collateral; 

(d) to evidence the appointment of successors to any Paying Agent(s) or Bond Registrar(s); 

(e) to modify, amend, or supplement the Resolution in such manner as to permit the qualification 
of the Resolution under the Trust Indenture Act of 1939 or any federal statute hereinafter in effect, and 
similarly to add to the Resolution such other terms, conditions, and provisions as may be permitted or 
required by such Trust Indenture Act of 1939 or any similar federal statute; 
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(f) to make any modification or amendment of the Resolution required in order to make any 
Revenue Obligations eligible for acceptance by DTC or any similar holding institution or to permit the 
issuance of any Revenue Obligations or interests therein in book-entry form; 

(g) to modify any of the provisions of the Resolution in any respect if such modification shall not 
become effective until after all the Outstanding Revenue Obligations immediately prior to the effective date 
of such Supplemental Resolution shall cease to be Outstanding and if any Revenue Obligations issued 
contemporaneously with or after the effective date of such Supplemental Resolution shall contain a specific 
reference to the modifications contained in such subsequent proceedings; 

(h) to modify the provisions of the Resolution with respect to the disposition of any moneys 
remaining in the Project Fund upon the completion of any Project or to revise, enlarge or reduce the definition 
or description of any particular Project; 

(i) to create additional subaccounts or to abolish any subaccounts within any account; 

(j) to modify the Resolution to permit the qualification of any Revenue Obligations for offer or 
sale under the securities laws of any state in the United States of America; 

(k) to modify the Resolution in connection with the issuance of Additional Obligations or 
Subordinate Lien Obligations permitted to be issued under the Resolution prior to such modification, and such 
modification may deal with any subjects and make any provisions relating to the Additional Obligations or 
Subordinate Lien Obligations which MLGW deems necessary or desirable for that purpose and not materially 
adverse to the interests of Holders of related Senior Lien Revenue Obligations; 

(l) to make such modifications in the provisions of the Resolution as may be deemed necessary 
by MLGW to accommodate the issuance of Revenue Obligations which bear interest at a Variable Rate; 

(m) to make such modifications as are necessary to permit the combination of the System with the 
other utility systems operated by MLGW for purposes of collecting and accounting for revenues; or 

(n) to modify any of the provisions of the Resolution in any respect in a manner which MLGW 
deems necessary or desirable and not materially adverse to the interests of Holders of related Senior Lien 
Revenue Obligations (other than a modification of the type described in the Resolution requiring the 
unanimous written consent of the holders); provided that for (1) any Outstanding Revenue Obligations which 
are assigned a Rating and which are not secured by a Credit Facility providing for the payment of the full 
amount of principal and interest to be paid thereon, each Rating Agency shall have given written notification 
to MLGW that such modification will not cause the then applicable Rating on any Revenue Obligations to be 
reduced or withdrawn, and (2) any Outstanding Revenue Obligations which are secured by Credit Facilities 
providing for the payment of the full amount of the principal and interest to be paid thereon, each Credit 
Issuer shall have consented in writing to such modification. 

Any Supplemental Resolution authorized by the provisions of this Section may be adopted by 
MLGW and the City without the consent of or notice to the owners of any of the Revenue Obligations (except 
as otherwise set forth in such Supplemental Resolution) at the time Outstanding, notwithstanding any of the 
provisions of the Resolution described under “Supplemental Resolutions Requiring Consent of Holders of 
Revenue Obligations,” below.  Any such Supplemental Resolution may modify the provisions of the 
Resolution in such a manner, and to such extent and containing such provisions, as MLGW may deem 
necessary or desirable to effect any of the purposes stated above.  As used in this Section, the term “modify” 
shall mean “modify, amend, or supplement” and the term “modification” shall mean “modification, 
amendment, or supplement.”  MLGW and the City may agree in any Supplemental Resolution authorizing 
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Revenue Obligations not to exercise its right to modify the Resolution pursuant to any of the provisions above 
without the consent of a requisite number of holders of the Revenue Obligations being issued. 

The provisions of this Section and the Section regarding Supplemental Resolutions Requiring 
Consent of Holders of Revenue Obligations shall be interpreted by category of Revenues such that each 
provision of any Supplemental Resolution shall be reviewed for compliance with such sections upon its effect 
on the Revenue Obligations secured by the related category of Revenues and whether the consent of any 
holders, of a majority of holders of a certain category of Revenue Obligations or the consent of all such 
holders shall be determined with respect to each category of Revenues.  Supplemental Resolutions may be 
adopted containing provisions which (A) do not require the consents of any holders, (B) require the consents 
of some but not all holders of Revenue Obligations related to a category of Revenues, (C) require the consents 
of some but not all holders of Revenue Obligations related to several categories of Revenues, (D) require the 
consents of all holders of Revenue Obligations related to a category of Revenues, (E) require the consents of 
all holders of Revenue Obligations, or (F) are covered in a combination of some or all of (A) through (E). 

Supplemental Resolutions Requiring Consent of Holders of Revenue Obligations. 

Exclusive of Supplemental Resolutions covered under “Supplemental Resolutions Requiring Consent 
of Holders of Revenue Obligations,” above, with the consent (evidenced as provided in Article VIII of the 
Resolution) of the owners of not less than a majority in aggregate principal amount of the Outstanding 
Revenue Obligations of each affected class (senior and subordinate, as applicable), voting separately by 
affected class, of each series of Revenue Obligations related to an affected category of Revenues or related 
Revenue Obligations, MLGW and the City may from time to time and at any time adopt a Supplemental 
Resolution for the purpose of adding any provisions to or changing in any manner or eliminating any of the 
provisions of the Resolution or of any Supplemental Resolution; provided, however, that no such 
Supplemental Resolution shall: (a) extend the maturity date or due date of any mandatory sinking fund 
redemption with respect to any Revenue Obligations Outstanding under the Resolution; (b) reduce or extend 
the time for payment of principal of, redemption premium, or interest on any Revenue Obligations 
Outstanding under the Resolution; (c) reduce any premium payable upon the redemption of any Revenue 
Obligations under the Resolution or advance the date upon which any Revenue Obligations may first be 
called for redemption prior to its stated maturity date; (d) give to any Revenue Obligation or Revenue 
Obligations (or related Contracts) a preference over any other Revenue Obligation or Revenue Obligations (or 
related Contracts) not already permitted by the Resolution; (e) permit the creation of any lien or any other 
encumbrance on the Pledged Revenues having a lien equal to or prior to the lien created under the Resolution 
for the Senior Lien Revenue Obligations; (f) reduce the percentage of owners of Revenue Obligations 
required to approve any such Supplemental Resolution; or (g) deprive the owners of the Revenue Obligations 
of the right to payment of the Revenue Obligations or from the Pledged Revenues, without, in each case, the 
consent of the owners of all the Revenue Obligations then Outstanding of the category of Revenue 
Obligations affected thereby.  No amendment may be made under this Section which affects the rights or 
duties of any Credit Issuer securing any of the Revenue Obligations or any Qualified Hedge Provider under 
any Hedge Agreement without its written consent.  The provisions of this paragraph shall be strictly construed 
such that Supplemental Resolutions requiring the consents of owners of Revenue Obligations shall be limited 
to those clearly falling within one of the enumerated categories. 

If MLGW intends to enter into or adopt any Supplemental Resolution as described in this Section, 
MLGW shall mail, by registered or certified mail, to the registered owners and/or holders of the Revenue 
Obligations at their addresses as shown on the Bond Register or as otherwise set forth in any Revenue 
Obligations, a notice of such intention along with a description of such Supplemental Resolution not less than 
30 days prior to the proposed effective date of such Supplemental Resolution.  The consents of the registered 
owners and/or holders of the Revenue Obligations need not approve the particular form of wording of the 
proposed Supplemental Resolution, but it shall be sufficient if such consents approve the substance thereof.  
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Failure of the registered owner and/or holder of any Revenue Obligation to receive the notice required in the 
Resolution shall not affect the validity of any Supplemental Resolution if the required number of registered 
owners and/or holders of the Revenue Obligations of each class shall provide their written consent to such 
Supplemental Resolution.  In connection with the issuance of any Revenue Obligations, the underwriter of 
such Revenue Obligations shall be deemed to be the initial holder of such Revenue Obligations for all 
purposes under the Resolution, whether or not such Revenue Obligations are delivered in book-entry form 
through DTC or another securities depository, and the consent of such underwriter to any Supplemental 
Resolution shall be fully binding on all subsequent holders of such Revenue Obligations. 

Notwithstanding any provision of the Resolution to the contrary, upon the issuance of a Credit 
Facility to secure any Revenue Obligations and for the period in which such Credit Facility is outstanding, the 
Credit Issuer may have the consent rights of the owners of the Revenue Obligations which are secured by 
such Credit Facility pertaining to some or all of the amendments or modifications of the Resolution, to the 
extent provided in the applicable Supplemental Resolution.  Notwithstanding the foregoing, if a Credit Issuer 
is granted the consent rights of the owners of any Revenue Obligations in a Supplemental Resolution and 
refuses to exercise such consent rights, either affirmatively or negatively, then the registered owners of the 
Revenue Obligations secured by the related Credit Facility may exercise such consent rights. 

Notice of Supplemental Resolutions. 

MLGW shall cause the Bond Registrar to mail a notice by registered or certified mail to the registered 
owners of all Revenue Obligations Outstanding, at their addresses shown on the Bond Register or at such 
other address as has been furnished in writing by such registered owner to the Bond Registrar, or as otherwise 
set forth in any Revenue Obligation, setting forth in general terms the substance of any Supplemental 
Resolution which has been: (a) adopted by MLGW pursuant to the Resolution; or (b) approved by holders or 
any Credit Issuer and adopted by MLGW pursuant to the Resolution. 

Bond Opinion for Supplemental Resolutions. 

Prior to the effectiveness of any Supplemental Resolution referred to and permitted or authorized by 
the Resolution, MLGW and the City shall secure an opinion from Bond Counsel stating that such 
Supplemental Resolution has been duly and lawfully adopted in accordance with the provisions of the 
Resolution, is authorized or permitted by the Resolution, and is valid and binding upon each of MLGW and 
the City in accordance with its terms.  So long as there are Tax-Exempt Obligations Outstanding, no 
Supplemental Resolution may become effective prior to the filing by MLGW of an opinion from Bond 
Counsel that such Supplemental Resolution will have no adverse effect on the tax status of any Tax-Exempt 
Obligations and the adoption of such Supplemental Resolution was permitted by the terms of the Resolution.
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Summary of Certain Provisions of the Water System Resolution 

The following briefly summarizes certain terms and provisions of the Master Resolution adopted by 
MLGW on December 5, 2013, and by the City on December 17, 2013; as supplemented by the First 
Supplemental Resolution adopted by MLGW on April 8, 2014, and by the City on April 15, 2014; and as 
supplemented by the Second Supplemental Resolution adopted by MLGW on June 1, 2016, and by the City 
on July 5, 2016; and as supplemented by the Third Supplemental Resolution adopted by MLGW on July 19, 
2017, and by the City on August 22, 2017 (collectively, the “Resolution”).  This summary is not a complete 
explanation of the terms and conditions of the Resolution.  Investors should refer to the Resolution for a 
complete statement of the terms, provisions and conditions thereof. 

Definitions of Certain Terms 

“Acquired System” means any other water system or facility acquired by the City or MLGW 
pursuant to State law. 

“Acts” mean Chapter 34 of Title 7 and Chapter 21 of Title 9 of the Tennessee Code Annotated, as 
amended. 

“Additional Interest” means, for any period during which any Credit Facility Bonds are owned by a 
Credit Issuer pursuant to a Credit Facility or Credit Facility Agreement, the amount of interest accrued on 
such Credit Facility Bonds at the Credit Facility Bond Rate less the amount of interest which would have 
accrued during such period on an equal principal amount of Bonds at the Bond Rate. 

“Additional Obligations” means Revenue Obligations issued in accordance with and pursuant to the 
Resolution. 

“Annual Budget” means the annual budget of MLGW relating to the System (which shall specify all 
costs, obligations, and expenses properly allocable to the System), as amended or supplemented in accordance 
with established procedures of the Board, adopted by the Board and approved by the Council or otherwise in 
effect for a particular Fiscal Year. 

“Balloon Date” means any Principal Maturity Date or Put Date for Balloon Obligations in a Balloon 
Year. 

“Balloon Obligations” means any Revenue Obligations 25% or more of the original principal 
amount of which (a) is due in any 12-month period or (b) may, at the option of the holders thereof, be 
required to be redeemed, prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid in 
any 12-month period; provided that, in calculating the principal amount of such Revenue Obligations due or 
required to be redeemed, prepaid, purchased, or otherwise paid in any 12-month period, such principal 
amount shall be reduced to the extent that all or any portion of such amount is required to be redeemed or 
amortized prior to such 12-month period. 

“Balloon Year” means any 12-month period in which more than 25% of the original principal 
amount of related Balloon Obligations mature or are subject to mandatory redemption or could, at the option 
of the holders thereof, be required to be redeemed, prepaid, purchased directly or indirectly by the City or 
MLGW, or otherwise paid. 

“Beneficiaries” means the holders of any Revenue Obligations and the parties to Contracts. 

“Board” means the Board of Light, Gas and Water Commissioners operating as the governing body 
of MLGW. 
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“Bond Counsel” means any firm of nationally recognized bond counsel experienced in matters 
relating to tax-exempt financing retained by MLGW. 

“Bondholder” or “holder” means the registered owner or the holder of one or more Revenue 
Obligations. 

“Bond Rate” means the rate of interest per annum payable on specified Revenue Obligations other 
than Credit Facility Bonds. 

“Bond Register” means the registration books maintained and to be maintained by the Bond 
Registrar. 

“Bond Registrar” means any bank or trust company designated as such by MLGW with respect to 
any of the Bonds. Such Bond Registrar shall perform the duties required of the Bond Registrar in the 
Resolution. 

“Bonds” means any revenue bonds or notes authorized by and authenticated and delivered pursuant 
to the Resolution. 

The term “category” or “category of Revenues” means an objectively definable portion of Revenues 
related to a particular type of service, activity or facility, including the categories of General Revenues, 
Released Revenues and Special Purpose Revenues and subcategories within such categories. A “category of 
Revenues,” unless otherwise determined by MLGW, includes Investment Earnings or other moneys in funds 
or amounts derived from such portion of Revenues. 

“City” means the City of Memphis, Tennessee, a municipal corporation created and existing under 
the laws of the State. 

“City Payments” means (a) the payments in lieu of taxes payable by MLGW to the City provided for 
in that certain PILOT Agreement dated as of June 1, 2001, by and between the City and MLGW, (b) the 
payments in lieu of taxes payable by MLGW to the City provided for in that certain Resolution adopted by 
the Council on April 16, 2013 and that certain Resolution adopted by the Board on May 17, 2013, and (c) any 
other similar amounts payable by MLGW to the City, whether such payments are payments in lieu of taxes set 
forth in any agreement between the City and MLGW or any ordinance or resolution of the City or any 
dividend payments resulting from any equity investment by the City in the System. 

“Code” means the Internal Revenue Code of 1986, as amended, and any applicable regulations 
thereunder. 

“Commitment,” when used with respect to Balloon Obligations, means a binding written 
commitment from a financial institution, surety, or insurance company to refinance such Balloon Obligations 
on or prior to any Balloon Date thereof, including without limitation any Credit Facility for such Balloon 
Obligations. 

“Consulting Engineer” means (a) an engineering firm or individual engineer employed by MLGW 
with substantial experience in advising utilities similar to the System operated by MLGW as to the 
construction and maintenance of the System and in the projection of relative costs of, and revenues resulting 
from, expansion in the System or (b) an engineer or engineers who are employees of MLGW whose reports or 
projections are certified by a Municipal Advisor.  

“Contract Payments Account” means the Contract Payments Account within the Sinking Fund 
established pursuant to the Resolution. 
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“Contracts” means all Credit Facility Agreements, including any related Reimbursement 
Obligations, all agreements with respect to Reserve Account Credit Facilities, including any related 
Reimbursement Obligations, all Qualified Hedge Agreements, and any agreement made pursuant to the 
Resolution. 

“Costs,” with respect to any Project, means the total cost, paid or incurred, to study, plan, design, 
finance, acquire, construct, reconstruct, install, equip or otherwise implement the Project including 
improvements to another Project, and shall include, but shall not be limited to, the following costs and 
expenses relating to such Project and the reimbursement to MLGW for any such items previously paid by 
MLGW; 

(a) the cost of all lands, real or personal properties, rights, easements and franchises acquired; 

(b) the cost of all financing charges incurred and interest occurring prior to and during construction 
and, subject to approval by Bond Counsel and otherwise not prohibited by law, the cost of all financing 
charges incurred and interest occurring after construction; 

(c) the cost of the acquisition, construction, reconstruction, implementation, installation or equipping 
of any Project; 

(d) the cost of engineering, architectural, planning, development, and supervisory services, fiscal 
agents' and legal expenses, plans and specifications, and other expenses necessary or incident to determining 
the feasibility or practicability of any Project, administrative expenses, and such other expenses as may be 
necessary or incident to any financing with proceeds of Revenue Obligations; 

(e) the cost of placing any Project in operation; 

(f) the cost of condemnation of property necessary for construction implementation and operation; 

(g) the costs of issuing any Revenue Obligations to finance or to refinance any Project; 

(h) any other costs which may be incident to any Project prior to completion and implementation; 

(i) interest on the Revenue Obligations during the construction and installation of any Project and, 
subject to approval by Bond Counsel, interest on the Revenue Obligations for up to six (6) months thereafter; 
and 

(j) any other costs permitted by the Acts. 

“Council” means the governing body of the City. 

“Credit Facility” means any letter of credit, insurance policy, guaranty, surety bond, standby bond 
purchase agreement, line of credit, revolving credit agreement, or similar obligation, arrangement, or 
instrument issued by a bank, insurance company, or any entity that is used by MLGW to perform one or more 
of the following tasks: (a) enhancing MLGW's credit by assuring owners of any of the Revenue Obligations 
that principal of and interest on such Revenue Obligations will be paid promptly when due; (b) providing 
liquidity for the owners of Revenue Obligations through undertaking to cause Revenue Obligations to be 
bought from the owners thereof when submitted pursuant to an arrangement prescribed by a Supplemental 
Resolution; or (c) remarketing any Revenue Obligations so submitted to the Credit Issuer (whether or not the 
same Credit Issuer is remarketing the Revenue Obligations). The term Credit Facility shall not include a 
Reserve Account Credit Facility. 
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“Credit Facility Agreement” means an agreement between the City, at the request of the Board 
and/or MLGW and a Credit Issuer pursuant to which the Credit Issuer issues a Credit Facility and may 
include a related Reimbursement Obligation. The term Credit Facility Agreement shall not include an 
agreement with respect to a Reserve Account Credit Facility. 

“Credit Facility Bond” means any Revenue Obligation purchased and held by a Credit Issuer 
pursuant to a Credit Facility Agreement. A Revenue Obligation shall be deemed a Credit Facility Bond only 
for the actual period during which such Revenue Obligation is owned by a Credit Issuer pursuant to a Credit 
Facility Agreement. 

“Credit Facility Bond Rate” means the rate of interest payable on Credit Facility Bonds, as may be 
provided in a Credit Facility or Credit Facility Agreement. 

“Credit Issuer” means any issuer of a Credit Facility then in effect for all or part of the Revenue 
Obligations. The term Credit Issuer shall not include any Reserve Account Credit Facility Provider. 
Whenever in the Resolution the consent of the Credit Issuer is required, such consent shall only be required 
from the Credit Issuer whose Credit Facility is issued with respect to the Revenue Obligations for which the 
consent is required. 

“Debt Service Requirement” means, with respect to Revenue Obligations, the total principal and 
interest coming due, whether at maturity or upon mandatory redemption (less any amount of interest that is 
capitalized and payable with the proceeds of debt on deposit with MLGW or any Paying Agent), in any 
specified period, provided: 

(a) If any Revenue Obligations Outstanding or proposed to be issued shall bear interest at a Variable 
Rate, including Hedged Obligations if the interest thereon calculated as set forth below is expected to vary 
and Revenue Obligations secured by a Credit Facility if the interest thereon calculated as set forth below is 
expected to vary, the interest coming due in any specified future period shall be determined as if the Variable 
Rate in effect at all times during such future period equaled, at the option of MLGW either (1) the average of 
the actual Variable Rates which were in effect (weighted according to the length of the period during which 
each such Variable Rate was in effect) for the most recent 12-month period immediately preceding the date of 
calculation for which such information is available (or shorter period if such information is not available for a 
12-month period), or (2) the current average annual fixed rate of interest on securities of similar quality 
having a similar maturity date as certified by a Municipal Advisor. 

(b) With respect to any Revenue Obligations secured by a Credit Facility, the Debt Service 
Requirement therefor shall include (1) any commission or commitment fee obligations with respect to such 
Credit Facility, (2) the outstanding amount of any Reimbursement Obligation and interest thereon, (3) any 
Additional Interest owed on Credit Facility Bonds, and (4) any remarketing agent fees; provided if (A) the 
Credit Facility requires the Credit Issuer to make all interest payments on the Revenue Obligations, (B) the 
Reimbursement Obligation provides for payments by MLGW or the Credit Issuer based on levels of, or 
changes or differences in, interest rates, currency exchange rates, or stock or other indices, and (C) the Credit 
Issuer, upon the execution of the Credit Facility Agreement, would qualify as a Qualified Hedge Provider if 
the Credit Facility Agreement were to be construed as a Hedge Agreement and the related Revenue 
Obligations as Hedged Obligations, then interest on such Revenue Obligations shall be calculated by adding 
(x) the amount of interest payable on such Revenue Obligations pursuant to their terms and (y) the amount of 
payments for interest to be made by the City or MLGW under the Credit Facility Agreement, and subtracting 
(z) the amounts payable by the Credit Issuer to the City or MLGW or as interest on such Revenue Obligations 
as specified in the Credit Facility Agreement; but only to the extent the Credit Issuer is not in default under 
the Credit Facility and if such default has occurred and is continuing, interest on such Revenue Obligations 
shall be calculated as if there were no Credit Facility. In determining the amounts described in this paragraph 
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for any future period, MLGW (i) may assume that any Credit Facility presently in effect will remain in effect 
even if such Credit Facility has an expiration date prior to the maturity of the related Revenue Obligations and 
(ii) may assume that the current payments relating to the Credit Facility will remain in effect or may estimate 
such payments in the future provided that MLGW obtains a certificate from a Municipal Advisor that such 
estimates are reasonable. 

(c) With respect to any Hedged Obligations, the interest on such Hedged Obligations during any 
Hedge Period and for so long as the provider of the related Hedge Agreement has not defaulted on its 
payment obligations thereunder shall be calculated by adding (1) the amount of interest payable by the City or 
MLGW on such Hedged Obligations pursuant to their terms and (2) the amount of Hedge Payments payable 
by the City or MLGW under the related Hedge Agreement and subtracting (3) the amount of Hedge Receipts 
payable by the provider of the related Hedge Agreement at the rate specified in the related Hedge Agreement; 
provided, however, that to the extent that the provider of any Hedge Agreement is in default thereunder, the 
amount of interest payable by the City or MLGW on the related Hedged Obligations shall be the interest 
calculated as if such Hedge Agreement had not been executed. In determining the amount of Hedge Payments 
or Hedge Receipts that are not fixed throughout the Hedge Period (i.e., which are variable), and that are 
payable or receivable for any future period, such Hedge Payments or Hedge Receipts for any period of 
calculation (the “Determination Period”) shall be computed by assuming that the variables comprising the 
calculation (e.g., indices) applicable to the Determination Period are equal to the average of the actual 
variables which were in effect (weighted according to the length of the period during which each such 
variable was in effect) for the most recent 12- month period immediately preceding the date of calculation for 
which such information is available (or shorter period if such information is not available for a 12-month 
period). 

(d) For the purpose of calculating the Debt Service Requirement on Balloon Obligations (1) which 
are subject to a Commitment or (2) which do not have a Balloon Year commencing within 12 months from 
the date of calculation or (3) which are issued in anticipation of the issuance of Bonds that are not Balloon 
Obligations or (4) which are issued pursuant to a Supplemental Resolution which contemplates that the 
principal of Revenue Obligations tendered for payment at the option of the holder thereof prior to the stated 
maturity of such Revenue Obligations will be paid from the proceeds of the remarketing of such tendered 
Revenue Obligations (or from the issuance of new Revenue Obligations authorized by such Supplemental 
Resolution), in each such case, at the option of MLGW, (A) the actual principal and interest on such Balloon 
Obligations in any specified period shall be included in the Debt Service Requirement, subject to the other 
assumptions contained therein, or (B) the principal on such Balloon Obligations shall be assumed to be 
amortized in such amounts as to require substantially equal annual amounts to be paid for principal and 
interest over an assumed amortization period of 20 years at an assumed interest rate (which shall be the 
interest rate certified by a Municipal Advisor to be the interest rate at which MLGW could reasonably expect 
to borrow the same amount by issuing Bonds with the same priority of lien as such Balloon Obligations and 
with a 20-year term); provided, however, that if the maturity of such Balloon Obligations (taking into account 
the term of any Commitment) is in excess of 20 years from the date of issuance, then such Balloon 
Obligations shall be assumed to be amortized in substantially equal annual amounts to be paid for principal 
and interest over an assumed amortization period of years equal to the number of years from the date of 
issuance of such Balloon Obligations to maturity (including the Commitment) and at the interest rate 
applicable to such Balloon Obligations. For the purpose of calculating the Debt Service Requirement on 
Balloon Obligations not described in the preceding sentence, the principal payable on such Bonds during the 
Balloon Year shall be calculated as if paid on the Balloon Date. 

(e) The principal of and interest on Revenue Obligations, amounts for interest under a Credit Facility 
and Hedge Payments shall be excluded from the determination of Debt Service Requirement to the extent that 
the same were or are expected to be paid with amounts on deposit on the date of calculation (or proceeds of 
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Revenue Obligations to be deposited on the date of issuance of proposed Revenue Obligations) in a fund 
under the Resolution. 

“Debt Service Reserve Account” means the Debt Service Reserve Account within the Sinking Fund 
established in the Resolution. 

“Debt Service Reserve Requirement” means an amount determined from time to time by MLGW as 
a reasonable reserve, if any, for the payment of principal of and interest on Revenue Obligations for which a 
subaccount in the Debt Service Reserve Account is created or added to pursuant to a Supplemental 
Resolution. 

“Defeasance Obligations” means Government Obligations and such other investments that are from 
time to time permitted by applicable law to be used by the City or MLGW to provide for the payment of 
Revenue Obligations in connection with the defeasance or refunding of such Revenue Obligations. 

“Depository” means any depository of a fund established under the Resolution selected by MLGW in 
its discretion. 

“DTC” means The Depository Trust Company, New York, New York, or its nominee, or its 
successors and assigns, or any other depository performing similar functions under the Resolution. 

“Fiscal Year” means the 12-month period used by MLGW for its general accounting purposes, as it 
may be changed from time to time. The Fiscal Year at the time the Resolution was adopted began on January 
1, and ended on December 31. 

“Forecast Period” means a period beginning with the first Fiscal Year beginning after the later of (a) 
the Fiscal Year in which any proposed Additional Obligations are to be issued or (b) the Fiscal Year in which 
any Project to be financed with the proceeds of any proposed Additional Obligations is, in the judgment of 
MLGW, expected to be completed and ending on the last day of the fifth (5th) Fiscal Year thereafter. 

“General Revenue Account” means the General Revenue Account within the Revenue Fund 
established by the Resolution. 

“General Revenue Obligations” means Revenue Obligations secured by a Senior Lien on General 
Revenues. 

“General Revenue Facilities” means the System, but not including any Special Purpose Facilities or 
Released Revenue Facilities 

“General Revenues” means all Revenues other than Released Revenues and Special Revenues. 

“Government Obligations” means (a) direct obligations of the United States of America for the full 
and timely payment of which the full faith and credit of the United States of America is pledged, or (b) 
obligations issued by a person controlled or supervised by and acting as an instrumentality of the United 
States of America, the full and timely payment of the principal of and the interest on which is fully and 
unconditionally guaranteed as a full faith and credit obligation of the United States of America (including any 
securities described in (a) or (b) issued or held in book-entry form on the books of the Department of the 
Treasury of the United States of America), which obligations, in either case, (y) are not subject to redemption 
or prepayment prior to maturity except at the option of the holder of such obligations and (z) may include 
U.S. Treasury Trust Receipts. 
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“Hedge Agreement” means, without limitation, (a) any contract known as or referred to or which 
performs the function of an interest rate swap agreement, currency swap agreement, forward payment 
conversion agreement, or futures contract; (b) any contract providing for payments based on levels of, or 
changes or differences in. interest rates, currency exchange rates, or stock or other indices; (c) any contract to 
exchange cash flows or payments or series of payments; (d) any type of contract called, or designed to 
perform the function of, interest rate floors, collars, or caps, options, puts, or calls, to hedge or minimize any 
type of financial risk, including, without limitation, payment, currency, rate, or other financial risk; and (e) 
any other type of contract or arrangement that MLGW determines is to be used, or is intended to be used, to 
manage or reduce the cost of any Revenue Obligations, to convert any element of any Revenue Obligations 
from one form to another, to maximize or increase investment return, to minimize investment return risk, or to 
protect against any type of financial risk or uncertainty. 

“Hedge Payments” means amounts payable by the City or MLGW pursuant to any Hedge 
Agreement, other than Termination Payments, fees, expenses, and indemnity payments.  

“Hedge Payments Account” means the Hedge Payments Account within the Sinking Fund 
established pursuant to the Resolution. 

“Hedge Period” means the period during which a Hedge Agreement is in effect. 

“Hedge Receipts” means amounts payable by any provider of a Hedge Agreement pursuant to such 
Hedge Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

“Hedged Obligations” means any Revenue Obligations for which the City or MLGW shall have 
entered into a Qualified Hedge Agreement. 

“Independent Certified Public Accountant” means a certified public accountant, or a firm of 
certified public accountants, who or which are “independent” as that term is defined in Rule 101 and related 
interpretations of the Code of Professional Ethics of the American Institute of Certified Public Accountants, 
of recognized standing, who or which does not devote their full time to MLGW (but who or which may be 
regularly retained by MLGW). 

“Interest Payment Date” means each date on which interest is to become due on any Revenue 
Obligations, as established in the Supplemental Resolution for such Revenue Obligations. 

“Interest Account” means the Interest Account within the Sinking Fund established pursuant to the 
Resolution. 

“Investment Earnings” means all interest received on and profits derived from investments made 
with Revenues or any other moneys in the funds and accounts established under the Resolution. 

“Master Resolution” means the Master Resolution adopted on December 5, 2013, by MLGW and on 
December 17, 2013, by the City, as amended from time to time. 

“MLGW” or “Division” means the Memphis Light, Gas and Water Division of the City of Memphis, 
a division of the City of Memphis, established pursuant to Chapter 381 of the 1939 Private Acts of Tennessee, 
as amended. 

“Municipal Advisor” means an investment banking or financial advisory firm, commercial bank, or 
any other Person who or which is retained by MLGW for the purpose of passing on questions relating to the 
availability and terms of specified types of Revenue Obligations or the financial condition or operation of the 
System and is actively engaged in and in the good faith opinion of MLGW, has a favorable reputation for skill 
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and experience in providing financial advisory services of the type with respect to which the Municipal 
Advisor has been retained.   

“Net General Revenues” means Net Revenues that are General Revenues. 

“Net Revenues” means, for each category of Revenues, Revenues net of related Operating Expenses. 

“Operating Expenses” means the current costs and expenses of MLGW for operation, maintenance 
and repair applicable to the System, salaries and wages, employees' health, hospitalization, actuarially 
required pension and retirement expenses, actuarially required post-employment benefits, fees for services, 
materials and supplies, rents, administrative and general expenses (including legal, engineering, accounting 
and financial advisory fees and expenses and costs of other consulting or technical services not funded with 
proceeds of Revenue Obligations), insurance expenses, taxes and other governmental charges, the imposition 
or amount of which is not subject to control of MLGW or the City.  Operating Expenses do not include 
depreciation or obsolescence charges or reserves therefor, amortization of intangibles or other bookkeeping 
entries of a similar nature, payment on Revenue Obligations or Contracts of MLGW or the City, on behalf of 
MLGW, payable from Net Revenues of the System, costs or charges made therefor, capital additions, 
replacements, betterments, extensions or improvements to or retirement from the System which under 
generally accepted accounting principles are properly chargeable to the capital account or the reserve for 
depreciation, or City Payments or any other payments to a political subdivision or public body, and do not 
include losses from the sale, abandonment, reclassification, revaluation or other disposition of any properties 
of the System, nor such property items, including taxes and fuels, which are capitalized pursuant to the then 
existing accounting practices of the Board or expenses of an Acquired System if revenues of the Acquired 
System are not included in Revenues at the election of MLGW. 

“Other System Obligations” means obligations of any kind, including but not limited to, revenue 
bonds, capital leases. Hedge Agreements which are not Qualified Hedge Agreements, installment purchase 
agreements, or notes (but excluding Revenue Obligations and Contracts), incurred or issued by MLGW to 
finance or refinance the cost of acquiring, constructing, reconstructing, improving, bettering, or extending any 
part of the System or any other cost relating to the System, which do not have a lien on, or are not secured by 
a pledge of, any category of Revenues. 

“Outstanding” means, when used in reference to the Revenue Obligations, all Revenue Obligations 
that have been duly authenticated and/or delivered under the Resolution, with the exception of (a) Revenue 
Obligations in lieu of which other Revenue Obligations have been issued under agreement to replace lost, 
mutilated, stolen, or destroyed obligations, (b) Bonds surrendered by the owners in exchange for other Bonds 
under the Resolution, and (c) Revenue Obligations for the payment of which provision has been made in 
accordance with Article IX of the Resolution. 

The term “parity” or “parity secured” when applied to two or more series of Revenue Obligations 
means each such Revenue Obligation has a lien or pledge of equal rank on the same category of Revenues. 

“Paying Agent” means a bank, trust company, or any other Person designated as such by MLGW 
with respect to the Revenue Obligations issued under the Resolution and authorized to pay the principal of, 
premium, if any, or interest on such Revenue Obligations on behalf of MLGW. Such Paying Agent shall 
perform the duties required of the Paying Agent in the Resolution and any Supplemental Resolution 
authorizing Revenue Obligations. MLGW may designate itself as Paying Agent with respect to any Revenue 
Obligations; provided, however, if an Event of Default has occurred and is ongoing under the Resolution, 
then any Bondholder of Revenue Obligations to which the Event of Default relates may petition a court of 
competent jurisdiction for appointment of a replacement Paying Agent. 
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“Permitted Investments” means obligations selected by MLGW in which MLGW is permitted to 
invest moneys pursuant to applicable law. 

“Person” or “person” means any individual, corporation, partnership, limited liability company, joint 
venture, association, joint stock company, trust, unincorporated organization, body, government, or agency or 
political subdivision thereof. 

“Pledged Revenues” means all Net Revenues and all moneys paid or required to be paid into, and all 
moneys and securities on deposit from time to time in, the funds and accounts specified in the Resolution, but 
excluding (a) amounts in the Revenue Fund required to be used to pay Operating Expenses and (b) any 
amounts required in the Resolution to be set aside pending, or used for, rebate to the United States 
government pursuant to Section 148(f) of the Code, including, but not limited to, amounts in the Rebate Fund. 

“President and CEO” means the individual appointed by the Mayor, confirmed by the Council, as 
the chief executive officer of MLGW. 

The term “principal” means the principal amount of any Revenue Obligations. 

“Principal Account” means the Principal Account within the Sinking Fund established pursuant to 
the Resolution. 

“Principal Maturity Date” means each date on which principal is to become due on any Revenue 
Obligations, by maturity or mandatory sinking fund redemption, as established in the Supplemental 
Resolution for such Revenue Obligations. 

“Project” means the construction of improvements and extensions to and the equipping of 
improvements and extensions to the System, in whole or in part, and the acquisition of all property, real and 
personal, related thereto, with the proceeds of any Revenue Obligations. 

“Project Fund” means the Division’s Water System Project Fund established pursuant to the 
Resolution. 

“Put Date” means any date on which a holder may elect to have Balloon Obligations redeemed, 
prepaid, purchased directly or indirectly by the City or MLGW, or otherwise paid. 

“Qualified Hedge Agreement” means any Hedge Agreement with a Qualified Hedge Provider.  

“Qualified Hedge Provider” means an entity whose senior unsecured long term obligations, 
financial program rating, counterparty rating, or claims paying ability, or whose payment obligations under 
the related Hedge Agreement are absolutely and unconditionally guaranteed or insured or collateralized by an 
entity whose senior unsecured long term obligations, financial program rating, counterparty rating, or claims 
paying ability, are rated either (a) at least as high as the third highest Rating category of each Rating Agency 
(ignoring any gradations within a Rating category), but, if there is no Credit Facility with respect to the 
related Hedged Obligations, in no event lower than any Rating on the related Hedged Obligations at the time 
of execution of the Hedge Agreement, (b) in any such lower Rating categories which each Rating Agency 
indicates in writing to MLGW will not, by itself, result in a reduction or withdrawal of its Rating on the 
related Hedged Obligations that is in effect prior to entering into the Hedge Agreement, or (c) in such higher 
Rating category as may be specified in a Supplemental Resolution.  An entity's status as a “Qualified Hedge 
Provider” is determined only at the time MLGW or the City, at the direction of MLGW, enters into a Hedge 
Agreement with such entity and will not be redetermined with respect to that Hedge Agreement. 
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“Rate Covenant” means, collectively, the covenants set forth under the heading “Rate Covenant” in 
this summary of the Resolution, as such covenants may be explicitly supplemented or amended in any 
Supplemental Resolution. 

“Rate Stabilization Fund” means the Rate Stabilization Fund, established in the Resolution. 

“Rating” means a rating in one of the categories by a Rating Agency, disregarding pluses, minuses, 
and numerical gradations. 

“Rating Agencies” or “Rating Agency” means Fitch, Moody's, and Standard & Poor's or any 
successors thereto and any other nationally recognized credit rating agency then maintaining a rating on any 
Revenue Obligations at the request of MLGW. If at any time a particular Rating Agency does not have a 
rating outstanding with respect to the relevant Revenue Obligations, then a reference to Rating Agency or 
Rating Agencies shall not include such Rating Agency. 

“Rebate Fund” means the Rebate Fund, established pursuant to the Resolution. 

“Receiver” means any receiver for the System appointed in accordance with the applicable laws of 
the State. 

“Record Date” means any record date designated in a Supplemental Resolution for any Revenue 
Obligations. 

“Reimbursement Obligation” means the obligation of the Board or of the City, on behalf of the 
Board, to directly reimburse any Credit Issuer for amounts paid by such Credit Issuer under a Credit Facility, 
whether or not such obligation to so reimburse is evidenced by a promissory note or other similar instrument. 
The term Reimbursement Obligation includes obligations pursuant to a Credit Facility Agreement either to 
make payments for interest based on levels of, or changes or differences in, interest rates, currency exchange 
rates, or stock or other indices, in return for the Credit Issuer's fixed obligations under the Credit Facility or to 
make fixed payments for interest in return for the Credit Issuer's payments based on such variables. 

The term “related” means, when used to refer to Revenue Obligations, subaccounts, categories of 
Revenues or liens, the item modified by such term has a definite relationship to the subject as described in the 
Resolution. The term “related” means, when used to refer to Operating Expenses, (a) for Released Revenue 
Obligations or Released Revenues, Operating Expenses with respect to Released Revenue Facilities, (b) for 
Special Purpose Revenue Obligations or Special Purpose Revenues, Operating Expenses with respect to 
Special Purpose Facilities, and (c) for General Revenue Obligations or General Revenues, all Operating 
Expenses of the System less Operating Expenses with respect to Related Revenue Facilities and Special 
Purpose Facilities. 

“Released Revenue Account” means the Released Revenue Account within the Revenue Fund 
established pursuant to the Resolution. 

“Released Revenue Facilities” means the portion of the System with respect to which Released 
Revenues arise or from which they are generated. 

“Released Revenue Obligations” means Revenue Obligations secured by a Senior Lien on one or 
more categories of Released Revenues. 

“Released Revenues” mean particular categories of Revenues which would otherwise be General 
Revenues, but have been identified by MLGW in accordance with the Resolution as not constituting General 
Revenues. 
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“Renewal and Extension Fund” means any System Renewal and Extension Fund established 
pursuant to the Resolution. 

“Reserve Account Credit Facility” means any letter of credit, insurance policy, line of credit, surety 
bond, or similar obligation, arrangement or instrument issued by a bank, insurance company or other financial 
institution, together with any substitute or replacement therefore, if any, complying with the provisions of the 
Resolution, thereby fulfilling all or a portion of a Debt Service Reserve Requirement, if any. 

“Reserve Account Credit Facility Provider” means any provider of a Reserve Account Credit 
Facility. 

“Resolution” means the Master Resolution as it may from time to time be modified, supplemented, or 
amended by Supplemental Resolutions.  

“Revenue Fund” means the Revenue Fund established pursuant to the Resolution. 

“Revenue Obligations” means any revenue bonds, notes or other obligations authorized by and 
authenticated and delivered or any loan agreement executed and delivered pursuant to the Resolution. 

“Revenues” means (a) all revenues, fees, rentals, income, receipts, accounts receivable and money 
derived from the ownership and operation of the System, received by MLGW, Investment Earnings and all 
other income earned and accreted from, and deferred gain from, securities and other investments and amounts 
earned on amounts deposited in funds and accounts under the Resolution or otherwise maintained with respect 
to the System, computed in accordance with generally accepted accounting principles (excluding any 
investment earnings from construction or improvement funds created for the deposit of Revenue Obligation 
proceeds pending use, to the extent such income is applied to the purposes for which the Revenue Obligations 
were issued, and funds created to refund any outstanding obligations payable from Revenues of the System), 
and (b) all gifts, grants, reimbursements or payments received from governmental units or public agencies for 
the benefit of the System which are (1) not restricted by law or the payor to application for a particular 
purpose and (2) otherwise lawfully available for payment of Revenue Obligations or Contracts.  The term 
“Revenues” does not include (A) any revenues or other money received by MLGW and derived from the 
ownership and operation of MLGW of its electric system or its gas system, (B) proceeds of insurance so long 
as such proceeds are to be paid to a party separate from MLGW in respect of a liability or are to be used to 
repair or replace portions of the System and (C) extraordinary gains from the sale of assets or similar one-time 
sources of income.  The computation of Revenues with respect to any period of time shall be increased by the 
amount of transfers during such period from the Rate Stabilization Fund to the Revenue Fund, and decreased 
by the amount of any transfers during such period from the Revenue Fund to the Rate Stabilization Fund. 

“SEC” means the Securities and Exchange Commission. 

“Secretary-Treasurer” means the individual appointed by the Board and confirmed by the Council 
as the secretary-treasurer of MLGW. 

“Senior Lien” means a lien on or pledge of one or more categories of Revenues that entitles the 
Beneficiaries of such lien or pledge to have a claim on such Revenues prior to any other Person and ahead of 
the use of such Revenues for any purpose other than payment of Operating Expenses; provided one or more 
series of Revenue Obligations, Contracts and related Beneficiaries may have parity Senior Liens on the same 
categories of Revenues pursuant to the terms of the Resolution. 

“Senior Lien Revenue Obligations” means General Revenue Obligations, Special Purpose Revenue 
Obligations and Released Revenue Obligations but not Subordinate Lien Obligations provided that “Senior 
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Lien Revenue Obligations” also includes Additional Senior Lien Obligations issued in compliance with the 
provisions of the Resolution and obligations secured by a Senior Lien pursuant to the Resolution. 

“Series 2017 Bonds” means not to exceed $25,000,000 Water System Revenue Bonds, Series 2017 
of the City, to be dated the date of issuance. 

“Sinking Fund” means the Sinking Fund established pursuant to the Resolution. 

“Special Purpose Facilities” means facilities which (a) will not result, upon completion or 
acquisition, in a material reduction in Net General Revenues in the judgment of the Board, (b) will not be of 
such a type or design that the subsequent closing thereof will materially impair the general operations of the 
System and (iii) the Board has designated in a Supplemental Resolution, as “Special Purpose Facilities” and 
may include an Acquired System. 

“Special Purpose Revenues” means Revenues arising from or generated by one or more Special 
Purpose Facilities. At the election of MLGW, Special Purpose Revenues shall include all fees, notes, rates, 
charges and income received from an Acquired System. 

“Special Purpose Revenue Account” means the Special Purpose Revenue Account within the 
Revenue Fund established pursuant to the Resolution. 

“Special Purpose Revenue Obligations” means Obligations secured by a Senior Lien on Special 
Purpose Revenues. 

“Subordinate Lien” means a lien on or pledge of one or more categories of Revenues which is not a 
Senior Lien. 

“State” means the State of Tennessee. 

“Subordinate Lien Obligations” means Revenue Obligations which only have a Subordinate Lien 
and obligations secured by a Subordinate Lien pursuant to the Resolution. 

“Supplemental Resolution” means a resolution supplemental to the Master Resolution (which itself 
may be supplemented by one or more resolutions) to be adopted prior to and authorizing the issuance and 
delivery of any series of Revenue Obligations. Such a resolution as supplemented shall establish, or shall 
establish a method or procedure for establishing, the date or dates of the pertinent series of Revenue 
Obligations, the schedule of maturities of such Revenue Obligations, the rate or rates of interest to be borne 
thereby (or a range thereof), whether fixed or variable, the interest payment dates for such Revenue 
Obligations, the terms and conditions, if any, under which such Revenue Obligations may be made subject to 
redemption (mandatory or optional) prior to maturity, the form of such Revenue Obligations, the liens relating 
to such Revenue Obligations, the Contracts, if any, relating to such Revenue Obligations, and such other 
details as MLGW may determine. 

“System” means the complete water system of MLGW, together with all water system properties of 
every nature hereafter owned by MLGW, including all improvements and extensions made by MLGW while 
the Revenue Obligations remain outstanding, and including all real and personal property of every nature 
comprising part of or used or useful in connection with the water system, all administrative and operational 
support facilities, and including all appurtenances, contracts, leases, franchises and other intangibles; 
provided, however, at the election of MLGW, an Acquired System may be included within the System as 
defined in the Resolution and become a part thereof or, at the election of MLGW, not become a part of the 
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System but be operated as a separate and independent system by MLGW with the continuing right, upon the 
election of MLGW, to incorporate such separately Acquired System within the System. 

“Tax-Exempt Obligations” means any Revenue Obligations the interest on which has been 
determined, in an unqualified opinion of Bond Counsel, to be excludable from the gross income of the owners 
thereof for federal income tax purposes. 

“Termination Payments” means an amount payable by MLGW or the City on behalf of MLGW or a 
Qualified Hedge Provider upon termination of a Hedge Agreement. 

“U.S. Treasury Trust Receipts” means receipts or certificates which evidence an undivided 
ownership interest in the right to payment or portions of the principal of or interest on obligations described in 
clauses (a) and (b) of the term Government Obligations, provided that such obligations are held by a bank or 
trust company organized under the laws of the United states acting as custodian of such obligations, in a 
special account separate from the general assets of such custodian. 

“Variable Rate” means a rate of interest applicable to the Revenue Obligations, other than a fixed 
rate of interest which applies to a particular maturity of Revenue Obligations so long as that maturity of 
Revenue Obligations remains Outstanding. 

Pledged Revenues and Flow of Funds 

Pledge of Revenues: Limited Obligations; Contract Liens 

(a) All Pledged Revenues shall be and are pledged to the prompt payment of the principal of, 
premium, if any, and interest on the Revenue Obligations, obligations treated as Senior Lien Revenue 
Obligations or Subordinate Lien Obligations pursuant to the Resolution and the obligations under the 
Contracts; provided: 

(1) General Revenues shall secure only (A) General Revenue Obligations, (B) Subordinate 
Lien Obligations which have a lien on General Revenues, and (C) any Contracts with respect to such 
General Revenue Obligations; 

(2) Released Revenues shall secure only (A) the related Released Revenue Obligations, (B) 
Subordinate Lien Obligations which have a lien on any related Released Revenues, (C) any Contracts 
with respect to such Released Revenue Obligations, and (D) separate agreements pursuant to the 
provisions of the Resolution; 

(3) Special Purpose Revenues shall secure only (A) the related Special Purpose Revenue 
Obligations, (B) Subordinate Lien Obligations which have a lien on any related Special Purpose 
Revenues, and (C) any Contracts with respect to such Special Purpose Revenue Obligations; and 

(4) A Contract may have a Senior Lien or a Subordinate Lien on a related category of 
Revenues, or no lien at all on Revenues, but (A) no Contract shall have a lien on Revenues that is 
senior to the lien on the category of Revenues securing the Revenue Obligations related to the 
Contract, and (B) the lien of the Contract shall be on parity with the lien of the related Revenue 
Obligations only to the extent the payment of principal of, premium, if any, and interest on such 
Revenue Obligations is made through such Contract as evidenced by Reimbursement Obligations or 
through a Qualified Hedge; provided other amounts due on a Contract may be secured by a lien 
ranking immediately thereafter with the effect set forth in the Resolution. 
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Pledged Revenues shall immediately be subject to the lien of this pledge for the benefit of the 
Beneficiaries without any physical delivery thereof or further act, and the lien of this pledge shall be valid and 
binding against MLGW and the City and against all other persons having claims against MLGW and the City, 
whether such claims shall have arisen in tort, contract, or otherwise, and regardless of whether such persons 
have notice of the lien of this pledge. This pledge shall rank superior to all other pledges which may hereafter 
be made of any Pledged Revenues. The lien of this pledge does not secure any obligation of MLGW other 
than the Revenue Obligations, obligations treated as Senior Lien Revenue Obligations or Subordinate Lien 
Obligations pursuant to the Resolution and the Contracts. 

(b) None of the Revenue Obligations nor any related Contracts shall constitute a debt of the City or 
MLGW within the meaning of any Constitutional, City Charter or statutory limitation.  Neither the full faith 
and credit nor the taxing power of the State or any political subdivision thereof, including the City, shall be 
pledged to the payment of the Revenue Obligations or any Contracts, and no Holder of any Revenue 
Obligations issued under the Resolution nor any counterparty to any related Contracts shall have the right to 
compel any exercise of the taxing powers of the City to pay the Revenue Obligations, or the interest thereon, 
or any related Contracts, and the Revenue Obligations, including the interest thereon, and the related 
Contracts shall be limited obligations of the City and MLGW as provided therein payable solely from the 
particular Revenues pledged thereto.  The Revenue Obligations and related Contracts do not constitute a 
charge, lien or encumbrance upon any other property of the City excepting only the Pledged Revenues 
expressly pledged under the Resolution. The City has no obligation to levy any taxes to pay the Revenue 
Obligations or the Contracts.  Neither the members of the Board nor any person executing the Revenue 
Obligations shall be liable personally on the Revenue Obligations by reason of the issuance thereof or on the 
Contracts by reason of the execution thereof. 

(c) Other System Obligations (other than obligations treated as Senior Lien Revenue Obligations or 
Subordinate Lien Obligations pursuant to the Resolution) are not secured by a lien on any category of 
Revenues, but such obligations, prior to an Event of Default, may be paid from Revenues as described in the 
Resolution. 

(d) City Payments are not secured by a lien on any category of Revenues, but such City Payments, 
prior to an Event of Default, may be paid from Revenues as described in the Resolution. 

Funds, Accounts, and Subaccounts 

The following funds, accounts, and subaccounts are established under the Master Resolution, and the 
moneys deposited in such funds, accounts, and subaccounts shall be held in trust for the purposes set forth in 
the Master Resolution: 

(a) Water System Revenue Fund, to be held by MLGW, and within the Revenue Fund: 

(1) General Revenue Account. 

(2) Released Revenue Account. 

(3) Special Purpose Revenue Account. 

(b) Water System Sinking Fund, to be held by MLGW, and within the Sinking Fund: 

(1) Interest Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues. 



 

H-15 
 

(2) Hedge Payments Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series share exactly the same lien status on the same categories of Revenues 
and are secured in parity by the same or identical Qualified Hedge Agreements with the same 
provider. 

(3) Contract Payments Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues and are secured in parity by the same or identical Contracts with the same 
provider. 

(4) Principal Account, with further subaccounts therein for each series of Revenue 
Obligations; provided a subaccount therein may be utilized for more than one series of Revenue 
Obligations if all such series of Revenue Obligations share exactly the same lien status on the same 
categories of Revenues. 

(5) Debt Service Reserve Account, with a subaccount for each series of Revenue Obligations 
which has a Debt Service Reserve Requirement; provided a subaccount therein may be utilized for 
more than one series of Revenue Obligations if all such series of Revenue Obligations are specified 
in the related Supplemental Resolutions to share a pledge of such account and have a combined Debt 
Service Reserve Requirement. 

(c) Water System Renewal and Extension Fund, if one is created by MLGW, to be held by MLGW. 

(d) Water System Rate Stabilization Fund, to be held by MLGW. 

(e) Water System Rebate Fund, to be held by MLGW. 

(f) Water System Project Fund, to be held by MLGW. 

Each account listed above shall be held within the fund under which it is created.  Each subaccount 
listed above shall be held within the account under which it is created.  MLGW reserves the right, in its sole 
discretion, to create additional subaccounts or to abolish any subaccounts within any account from time to 
time. 

Revenue Fund 

(a) All Revenues shall be deposited to the Revenue Fund established under the Resolution from time 
to time as and when received.  The amounts deposited shall be immediately allocated to the account within 
the Revenue Fund designated therefor as follows:  General Revenues other than Special Purpose Revenues 
and Released Revenues to the General Revenue Account; Released Revenues to the Released Revenue 
Account; and Special Purpose Revenues to the Special Purpose Revenue Account.  Moneys in the Revenue 
Fund shall be applied from time to time to the following purposes and in the following order of priority; 
provided, however, prior to the occurrence and continuation of an Event of Default, MLGW, in its sole 
discretion, may elect to change the order of priority in a Supplemental Resolution: 

(1) to pay Operating Expenses; 

(2) to deposit into the Sinking Fund the amounts required by the Resolution; 
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(3) to deposit into the Debt Service Reserve Account the amounts required by the 
Resolution; 

(4) to deposit into the Rebate Fund the amounts required by the Resolution; 

(5) to pay to any party to a Contract the amounts due thereon, including Additional Interest, 
continuing commission or commitment fees, remarketing agent fees and repayment of amounts 
equivalent to principal on related Bonds; 

(6) to pay any amounts required to be paid with respect to any Other System Obligations; 

(7) for transfer to the Renewal and Extension Fund, if any, any amounts required by a 
Supplemental Resolution and any amounts otherwise determined by MLGW in its discretion are 
needed for the purposes set forth in the Resolution; 

(8) to pay any amounts required to be paid with respect to any City Payments; 

(9) to deposit into the Rate Stabilization Fund the amount, if any, budgeted for deposit into 
such Rate Stabilization Fund at the time set forth in the current Annual Budget of MLGW or in any 
amount at any time as otherwise determined by the Secretary-Treasurer; and 

(10) for any other lawful purpose; 

(b) The following limitations and qualifications shall govern all applicable uses of Revenues under 
the Resolution: 

(1) For Operating Expenses, (A) amounts in the Released Revenue Account shall be used 
only for Operating Expenses of Released Revenue Facilities, (B) amounts in the Special Purpose 
Revenue Account shall be used only for Operating Expenses of Special Purpose Revenue Facilities, 
and (C) Operating Expenses related to General Revenues shall be paid first from amounts in the 
General Revenue Account; 

(2) For deposits to the Sinking Fund, the Debt Service Reserve Account or the Rebate Fund, 
(A) amounts in the Released Revenue Account shall be used only for deposits to subaccounts relating 
to Revenue Obligations which have a lien on any Released Revenues or for other purposes pursuant 
to the Resolution, (B) amounts in the Special Purpose Revenue Account shall be used only for 
deposits to subaccounts relating to Revenue Obligations having a lien on Special Purpose Revenues, 
and (C) deposits to subaccounts relating to Revenue Obligations which have a lien on General 
Revenues shall be made first from amounts in the General Revenue Account; 

(3) For any payments on a Contract, amounts may be drawn only from the account or 
accounts relating to the Revenues securing the Revenue Obligations related to such Contract, only in 
accordance with the requirements of subparagraph (2) above and, unless otherwise provided in the 
related Supplemental Resolution because a Credit Facility is intended to be drawn on for payments on 
Revenue Obligations, only after all payments then due with respect to the related Revenue 
Obligations have been made; 

(4) For any payments with respect to any Other System Obligations, (A) if such Other 
System Obligations relate to Released Revenue Facilities, then from the Released Revenue Account; 
(B) if such Other System Obligations relate to Special Purpose Revenue Facilities, from the Special 
Purpose Revenue Account, and (C) otherwise, first from the General Revenue Account; 
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(5) Notwithstanding any provision of the Resolution to the contrary, (A) no payments may 
be made to a subaccount of the Sinking Fund related to Subordinate Lien Obligations unless all 
required payments have been or are being made to other subaccounts related to Revenue Obligations, 
or Contracts related to Revenue Obligations, in each case which have a lien on a category of 
Revenues ahead of or in parity with the lien of such Subordinate Lien Obligations, (B) no payments 
may be made with respect to any Other System Obligations unless all required payments have been 
made to each subaccount with respect to all Revenue Obligations and all Contracts, and (C) no City 
Payments may be made unless all required payments have been made to each subaccount with respect 
to all Revenue Obligations, all Contracts and all Other System Obligations; provided if required by 
the terms thereof, obligations treated as Senior Lien Revenue Obligations or Subordinate Lien 
Obligations pursuant to the Resolution shall be paid with the other Senior Lien Revenue Obligations 
or Subordinate Lien Obligations; 

(6) If at any time the amounts in any subaccount of the Sinking Fund are less than the 
amounts required by the Resolution, and there are not on deposit in any Renewal and Extension Fund 
available moneys sufficient to cure any such deficiency, then MLGW shall withdraw from 
subaccounts related to Subordinate Lien Obligations (taking such amounts first from subaccounts 
related to Subordinate Lien Obligations, pro rata,) and deposit in such subaccount of the Sinking 
Fund, as the case may be, the amount necessary (or all the moneys in such funds and accounts, if less 
than the amount required) to make up such deficiency. 

Sinking Fund 

(a) General. Sufficient moneys shall be transferred in periodic installments from the Revenue Fund 
into the Interest Account, the Hedge Payments Account, the Contracts Payments Account and the Principal 
Account for the purpose of paying the Revenue Obligations as they become due and payable and for the 
purpose of making payments under Contracts.  Notwithstanding any provision under this heading to the 
contrary, the qualifications set forth in clause (b)(5) and (b)(6) under the previous section describing the 
Revenue Fund shall control as to any transfers to or withdrawals from any Account or subaccount of the 
Sinking Fund established with respect to Subordinate Lien Obligations. 

(b) Interest Account.  Unless otherwise provided in a related Supplemental Resolution, on or after the 
first day of the month next succeeding the date of issuance of any series of Revenue Obligations, but not later 
than the last day of such month, and each month thereafter, MLGW shall deposit in the related subaccount of 
the Interest Account an amount such that, if the same amount were so deposited into and credited to the 
related subaccount of the Interest Account each succeeding month thereafter prior to the next Interest 
Payment Date, the aggregate of the amounts so deposited into and credited to the related subaccount of the 
Interest Account is not less than the interest (excluding Additional Interest) coming due on such Revenue 
Obligations on such Interest Payment Date.  Moneys in the related subaccount of the Interest Account shall be 
used solely to pay interest (excluding Additional Interest) on the Revenue Obligations when due or to pay 
Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all interest payments on 
the Revenue Obligations. MLGW shall also deposit and continue to deposit all Hedge Receipts under related 
Qualified Hedge Agreements and any payments from a Credit Issuer under a Credit Facility Agreement in the 
related subaccount of the Interest Account from time to time as and when received. 

(c) Hedge Payments Account and Contract Payments Account.  Unless otherwise provided in a 
related Supplemental Resolution or a Hedge Agreement, on or before each payment date for Hedge Payments 
under Qualified Hedge Agreements, MLGW shall deposit in the related subaccount of the Hedge Payments 
Account an amount which, together with any Hedge Receipts on deposit in the Interest Account and other 
moneys already on deposit in the Hedge Payments Account and available to make any Hedge Payment on 
such payment date, is not less than such Hedge Payments coming due on such payment date. Moneys in the 
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related subaccount of the Hedge Payments Account shall be used solely to pay Hedge Payments under 
Qualified Hedge Agreements when due. Unless otherwise provided in a Supplemental Resolution or a 
Contract, on or before each payment date for amounts, other than for Reimbursement Obligations, due on 
Contracts other than Qualified Hedge Agreements, including Additional Interest, continuing commission or 
commitment fees and remarketing fees, MLGW shall deposit in the related subaccount of the Contract 
Payments Account an amount which, together with any other moneys already on deposit therein and available 
to make such payment, is not less than the amount coming due on such payment date. Moneys in the related 
subaccount of the Contract Payments Account shall be used solely for such payments when due. 

(d) Principal Account.  Unless otherwise provided in a Supplemental Resolution, on or after the first 
day of the month next succeeding the date of issuance of any series of Revenue Obligations, but not later than 
the last day of such month, and each month thereafter, MLGW shall deposit in the related subaccount of the 
Principal Account an amount such that, if the same amount were so deposited into and credited to the related 
subaccount of the Principal Account each succeeding month thereafter prior to the next Principal Maturity 
Date, the aggregate of the amounts so deposited into and credited to the related subaccount of the Principal 
Account is not less than the principal coming due on such Revenue Obligations on such Principal Maturity 
Date.  Moneys in the related subaccount of the Principal Account shall be used solely for the payment of 
principal of the Revenue Obligations as the same shall become due and payable at maturity or upon 
redemption or to pay Reimbursement Obligations for Credit Facilities under which the Credit Issuer makes all 
principal payments on the Revenue Obligations. 

(e) Further Payments. No further payments need be made into a subaccount of the Interest Account 
or the Principal Account whenever the amount available in such subaccount of the Interest Account and the 
related subaccount of the Principal Account, if added to the amount then in the related subaccount of the Debt 
Service Reserve Account, if any (without taking into account any amount available to be drawn on any 
applicable Reserve Account Credit Facility), is sufficient to retire all the Revenue Obligations then 
Outstanding and Contracts to which such subaccounts relate and to pay all unpaid interest accrued and to 
accrue prior to such retirement. No moneys in any subaccount of the Interest Account or the Principal 
Account shall be used or applied to the optional purchase or redemption of or prepayment of Revenue 
Obligations prior to maturity unless: (1) provision shall have been made for the payment of all of the Revenue 
Obligations to which such subaccount relates and all other Revenue Obligations having a parity or higher 
ranking lien on any category of Revenues securing such Revenue Obligations; or (2) the Revenue Obligations 
to which such subaccount relates are Senior Lien Revenue Obligations and such moneys are applied to the 
purchase and cancellation of such Revenue Obligations which are subject to mandatory redemption on the 
next mandatory redemption date, which falls due within 12 months, such Revenue Obligations are purchased 
at a price not more than would be required for mandatory redemption, and such Revenue Obligations are 
canceled upon purchase and credited against the redemption otherwise to be made on such mandatory 
redemption date; or (3) the Revenue Obligations to which such subaccount relates are Senior Lien Revenue 
Obligations and such moneys are applied to the purchase and cancellation of such Revenue Obligations at a 
price less than the amount of principal which would be payable on such Revenue Obligations, together with 
interest accrued through the date of purchase, and such Revenue Obligations are canceled upon purchase; 
or(iv)the Revenue Obligations to which such subaccount relates are Senior Lien Revenue Obligations and 
such moneys are in excess of the then required balance of the related subaccount in the Interest Account or the 
Principal Account and are applied to redeem or prepay a part of such Revenue Obligations on the next 
succeeding redemption date for which the required notice of redemption may be given. 

(f) Debt Service Reserve Account. 

(1) There shall be deposited into the same or separate subaccount of the Debt Service 
Reserve Account the amounts specified, if any, in Supplemental Resolutions with respect to the first 
series of Revenue Obligations and any Additional Obligations.  MLGW may establish by 
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Supplemental Resolution a subaccount within the Debt Service Reserve Account for each separately 
issued series of Revenue Obligations; provided, however, that MLGW shall not be required to 
establish a subaccount of the Debt Service Reserve Account for any Revenue Obligations, and any 
such subaccount shall only be established if required by the Supplemental Resolution authorizing the 
issuance of the Revenue Obligations.  Each such subaccount shall be for the benefit and security of 
one or more series of Revenue Obligations as specified in the related Supplemental Resolution and 
need not secure all Revenue Obligations.  Each such subaccount shall be initially funded, maintained 
and replenished as prescribed by Supplemental Resolution.   

(2) The balance of each subaccount of the Debt Service Reserve Account shall be maintained 
at an amount equal to the Debt Service Reserve Requirement for the related Revenue Obligations (or 
such lesser amount that is required to be accumulated in such subaccount of the Debt Service Reserve 
Account in connection with any periodic accumulation to the Debt Service Reserve Requirement 
provided in the Resolution or in any Supplemental Resolution).  Whenever for any reason the amount 
in the related subaccounts of the Interest Account or the Principal Account is insufficient to pay all 
interest or principal falling due on any related Revenue Obligations, MLGW shall make up any 
deficiency by transfers from the Renewal and Extension Fund, if any.  Whenever, after compliance 
with the immediately preceding sentence, on the date that such interest or principal is due on any 
Revenue Obligations, there are insufficient moneys in the related subaccounts of the Interest Account 
or the Principal Account available to make such payment, MLGW shall, without further instructions, 
apply so much as may be needed of the moneys in the related subaccount, if any, of the Debt Service 
Reserve Account to prevent default in the payment of such interest or principal, with priority to 
interest payments.  Whenever by reason of any such application or otherwise the amount remaining 
to the credit of the related subaccount of the Debt Service Reserve Account is less than the amount 
then required to be in such subaccount of the Debt Service Reserve Account, such deficiency shall be 
remedied in the amounts and at the times prescribed by the related Supplemental Resolution 
establishing such related subaccount of the Debt Service Reserve Account.  Notwithstanding 
anything in the Resolution to the contrary, a subaccount in the Debt Service Reserve Account that 
secures General Revenue Obligations shall only be funded with General Revenues, a subaccount in 
the Debt Service Reserve Account that secures Special Purpose Revenue Obligations shall only be 
funded with related Special Purpose Revenues, and a subaccount in the Debt Service Reserve 
Account that secures Released Revenue Obligations shall only be funded with related Released 
Revenues.  No Revenues shall be used to fund a subaccount in the Debt Service Reserve Account to 
secure Subordinate Lien Obligations if the Rate Covenant under the Resolution has not been satisfied 
or an Event of Default has occurred under the Resolution with respect to the related category of 
Revenue Obligations or with respect to any Senior Lien Obligations. 

(3) If at the times set forth in any Supplemental Resolution the moneys on deposit in any 
subaccount in the Debt Service Reserve Account established by such Resolution shall exceed the 
Debt Service Reserve Requirement related thereto, and after giving effect to any Reserve Fund Credit 
Facility that may be credited to such subaccount in accordance with the provisions of such 
Supplemental Resolution, such excess shall be transferred from such subaccount of the Debt Service 
Reserve Account to the Sinking Fund to redeem Revenue Obligations allocable thereto or to such 
other Fund or Account as may be directed by MLGW, subject to an opinion from Bond Counsel to 
the effect that such application is permitted by applicable law and will not adversely affect any 
applicable exemption from federal income taxation of the interest on any Tax-Exempt Obligations. 

(4) Whenever the amount in a subaccount within the Debt Service Reserve Account 
attributable to a series of Senior Lien Revenue Obligations, together with the amount in the Sinking 
Fund for such series, is sufficient to pay in full all such Senior Lien Revenue Obligations secured 
thereby in accordance with their terms (including the maximum amount of principal or applicable 
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sinking fund redemption price and interest which could become payable thereon), the applicable 
funds on deposit in such subaccount of the Debt Service Reserve Account shall be transferred to the 
Debt Service Fund and applied to the timely payment of principal or redemption price, if applicable, 
and interest on the outstanding Senior Lien Revenue Obligations secured thereby. 

(5) In the event of the refunding or defeasance of any Revenue Obligations secured by a 
subaccount of the Debt Service Reserve Account, MLGW may withdraw from the separate 
subaccount in the Debt Service Reserve Account established for the benefit of such series of Revenue 
Obligations all or any portion of the amounts accumulated therein and deposit such amounts with any 
escrow agent for the Revenue Obligations being refunded or defeased to be held for the payment of 
the principal or redemption price, if applicable, and interest on the Revenue Obligations being 
refunded or defeased; provided that such withdrawal shall not be made unless the amount thereafter 
remaining in such separate subaccount shall not be less than the remaining Debt Service Reserve 
Requirement related thereto. 

(6) MLGW may elect to satisfy in whole or in part the Debt Service Reserve Requirement 
for any Revenue Obligations by means of a Reserve Account Credit Facility, subject to the following 
requirements:  (A) the Reserve Account Credit Facility Provider must have a credit rating issued by a 
Rating Agency not less than the greater of the then current Rating on the related series of Revenue 
Obligations or the second highest long-term Rating of such Rating Agency; (B) no obligation to the 
Reserve Account Credit Facility Provider shall be secured by a lien equal to or superior to the lien 
granted to the related series of Revenue Obligations; (C) each Reserve Account Credit Facility shall 
have a term of at least one (1) year (or, if less, the remaining term of the related series of Revenue 
Obligations) and shall entitle MLGW to draw upon or demand payment and receive the amount so 
requested in immediately available funds the date of such draw or demand; (D) the Reserve Account 
Credit Facility shall permit a drawing by MLGW for the full stated amount in the event (i) the 
Reserve Account Credit Facility expires or terminates for any reason prior to the final maturity of the 
related series of Revenue Obligations, and (ii) MLGW fails to satisfy the Debt Service Reserve 
Requirement by the deposit to the Debt Service Reserve Account of cash, obligations, a substitute 
Reserve Account Credit Facility, or any combination thereof, on or before the date of such expiration 
or termination; (E) if the Rating issued by the Rating Agency to the Reserve Account Credit Facility 
Provider is withdrawn or reduced below the greater of the Rating assigned to the related series of 
Revenue Obligations immediately prior to such action by the Rating Agency or the second highest 
long-term Rating of such Rating Agency, MLGW shall provide a substitute Reserve Account Credit 
Facility within sixty (60) days after such rating change, and, if no substitute Reserve Account Credit 
Facility is obtained by such date, shall fund the Debt Service Reserve Requirement in the amounts 
and at the times prescribed by the related Supplemental Resolution pursuant to which the Reserve 
Fund Credit Facility is delivered; and (F) if the Reserve Account Credit Facility Provider commences 
any insolvency proceedings or is determined to be insolvent or fails to make payments when due on 
its obligations, MLGW shall provide a substitute Reserve Account Credit Facility within sixty (60) 
days thereafter, and, if no substitute Reserve Account Credit Facility is obtained by such date, shall 
fund the Debt Service Reserve Requirement in the amounts and at the times prescribed by the related 
Supplemental Resolution pursuant to which the Reserve Fund Credit Facility is delivered.  If the 
events described in either clauses (E) or (F) above occur, MLGW shall not relinquish the Reserve 
Account Credit Facility at issue until after the Debt Service Reserve Requirement is fully satisfied by 
the provision of cash, obligations, or a substitute Reserve Account Credit Facility or any combination 
thereof.  Any amounts received from a Reserve Account Credit Facility for the purpose of paying 
principal and/or interest on related Revenue Obligations shall be deposited directly into the related 
subaccounts of the Interest Account and the Principal Account, and such deposit shall constitute the 
application of amounts in the related subaccount of the Debt Service Reserve Account.  Any amounts 
received from a Reserve Account Credit Facility drawn upon as a result of expiration or termination 
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of such Reserve Account Credit Facility shall be deposited to the related subaccount of the Debt 
Service Reserve Account.  MLGW may provide for the repayment of any draw-down on a Reserve 
Account Credit Facility from amounts required to be deposited to the related subaccount of the Debt 
Service Reserve Account, all as may be set forth in a Supplemental Resolution.  All repayments of 
any draw-down on the Reserve Account Credit Facility and any interest or fees due the Reserve 
Account Credit Facility Provider under such Reserve Account Credit Facility (excluding any 
Subordinate Lien Reserve Account Credit Facility) shall be secured by a lien on related Revenues 
subordinate to the lien of the related Revenue Obligations for payments into the related subaccounts 
of the Sinking Fund, the Rebate Fund and payments on any Credit Facility Agreement securing the 
related Revenue Obligations. 

(7) Any such Reserve Account Credit Facility shall be pledged to the benefit of the owners 
of all of the Revenue Obligations secured by it.  MLGW reserves the right, if it deems it necessary in 
order to acquire such a Reserve Account Credit Facility, to amend the Resolution without the consent 
of any of the owners of the Revenue Obligations in order to grant to the Reserve Account Credit 
Facility Provider such additional rights as it may demand, provided that such amendment shall not, in 
the written opinion of Bond Counsel filed with the  Division, impair or reduce the security granted to 
the owners of Revenue Obligations or any of them. 

Rate Stabilization Fund 

MLGW may, from time to time, withdraw amounts on deposit in the Rate Stabilization Fund and (a) 
transfer such amounts to the Revenue Fund, (b) use such amounts to purchase or redeem Revenue 
Obligations, (c) use such amounts to otherwise provide for the payment of Revenue Obligations or interest 
thereon or (d) use such funds to make any other lawful payments. 

Project Fund 

(a) Project Fund.  There shall be established within the Project Fund a separate account for each 
series of Revenue Obligations used to finance Costs of Projects.  Moneys in the Project Fund shall be held by 
MLGW and applied to the payment of the Costs of Projects financed with such series of Revenue Obligations, 
or for the repayment of advances made for that purpose in accordance with and subject to the provisions and 
restrictions set forth in the Resolution and in the related Supplemental Resolution.  MLGW covenants that it 
will not cause or permit to be paid from the Project Fund any sums except in accordance with such provisions 
and restrictions; provided, however, that any moneys in the Project Fund not presently needed for the 
payment of current obligations during the course of construction may be invested in Permitted Investments 
maturing or otherwise available not later than (1) the date upon which such moneys will be needed according 
to a schedule of anticipated payments from the Project Fund prepared by MLGW in connection with the 
Project, if any, or, (2) in the absence of such schedule, 36 months from the date of issuance of the related 
Revenue Obligations, in either case upon written direction of MLGW.  Any such investments shall be held by 
MLGW, in trust, for the account of the Project Fund until maturity or until sold, and at maturity or upon such 
sale the proceeds received therefrom including accrued interest and premium, if any, shall be immediately 
deposited by the Depository in the Project Fund and shall be disposed of in the manner and for the purposes 
provided in the Resolution. 

(b) Purposes of Payments.  Moneys in each separate account in the Project Fund shall be used for the 
payment or reimbursement of the Costs of the Project for which such account was established as provided in 
the Resolution. 

(c) Documentation of Payments.  MLGW shall maintain records with respect to the expenditure of 
such funds.  Unless otherwise specifically instructed in a written opinion of Bond Counsel, MLGW will retain 
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such records for a period ending not earlier than six (6) years following the final maturity of any Revenue 
Obligations issued under the Resolution. 

(d) Funds Remaining on Completion of Projects.  Funds remaining upon completion of a Project 
shall be used as set forth in the related Supplemental Resolution. 

Bonds Proceeds Account 

 There shall be established within the Project Fund a Series 2017 Bonds Proceeds Account (the “Series 
2017 Bonds Proceeds Account”).  MLGW shall pay into the Series 2017 Bonds Proceeds Account the amount 
of the proceeds as designated in the Third Supplemental Resolution.  Said proceeds shall be applied in the 
manner and for the purposes specified in the Resolution to the Costs of Series 2017 Project.  Money in the 
Series 2017 Bonds Proceeds Account not required for immediate disbursement may be invested and 
reinvested pursuant to the provisions of the Resolution at the direction of MLGW and at MLGW’s risk 
subject to the limitations and requirements in the Resolution. 
 
Renewal and Extension Fund 

MLGW may deposit, in its sole discretion, funds in a Renewal and Extension Fund or any account or 
subaccount created by MLGW, which may be created by MLGW in its sole discretion. All sums accumulated 
and retained in the Renewal and Extension Fund shall be used first to prevent default in the payment of 
interest on or principal of any General Revenue Obligations when due and then shall be applied by MLGW 
from time to time, as and when MLGW shall determine, to the following purposes and, prior to the 
occurrence and continuation of an Event of Default, in the order of priority determined by MLGW in its sole 
discretion: (a) for the purposes for which moneys held in the Revenue Fund may be applied under the 
Resolution, (b) to pay any amounts which may then be due and owing under any Hedge Agreement (including 
fees, expenses, and indemnity payments) and any Termination Payments due under a Hedge Agreement, (c) to 
pay any governmental charges and assessments against the System or any part thereof which may then be due 
and owing, (d) to make acquisitions, betterments, extensions, repairs, or replacements or other capital 
improvements (including the purchase of equipment) to the System deemed necessary by MLGW (including 
payments under contracts with vendors, suppliers, and contractors for the foregoing purposes), and (e) to 
acquire Revenue Obligations (other than Special Purpose Revenue Obligations) by redemption or by purchase 
in the open market prior to their respective maturities, and when so used for such purposes the moneys shall 
be withdrawn from the Renewal and Extension Fund and deposited into the related subaccounts of the Interest 
Account and the Principal Account for the Revenue Obligations to be so redeemed or purchased. 

Deposits and Security of Funds and Accounts 

All moneys in the funds and accounts established under the Resolution shall be held by the Board in 
one or more Depositories qualified for use by MLGW.  Uninvested moneys shall, at least to the extent not 
guaranteed by the Federal Deposit Insurance Corporation, be secured to the fullest extent required by the laws 
of the State for the security of public funds. 

Investment of Funds and Accounts 

Moneys in the funds and accounts established under the Resolution shall be invested and reinvested 
in Permitted Investments and containing such maturities as are deemed suitable by MLGW. 

Investment Earnings in each fund and account (except the Debt Service Reserve Account) shall be 
retained therein. Investment Earnings from the investment of moneys in each subaccount of the Debt Service 
Reserve Account shall be retained in such subaccount of the Debt Service Reserve Account at all times if the 
balance (taking into account the current market value of the Investments held in the Debt Service Reserve 
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Account) is less than the respective Debt Service Reserve Requirement; thereafter and at all times if the 
balance of such subaccount of the Debt Service Reserve Account is equal to or greater than the respective 
Debt Service Reserve Requirement (taking into account the current market value of the investments held in 
the Debt Service Reserve Account), such Investment Earnings shall be transferred to the related account in the 
Revenue Fund. 

The Supplemental Resolution authorizing the issuance of any Revenue Obligations may specify 
maturity limitations and different allocations of Investment Earnings on investments of moneys in the funds 
and accounts relating to such Revenue Obligations. 

Moneys in each of such funds shall be accounted for as a separate and special fund apart from all 
other funds, provided that investments of moneys therein may be made in a pool of investments together with 
other moneys of MLGW so long as sufficient Permitted Investments in such pool, not allocated to other 
investments of contractually or legally limited duration, are available to meet the requirements of the 
foregoing provisions. 

Valuation of Investments 

All investments made for any fund, account or subaccount shall, for purposes of the Resolution, be 
valued at fair market value on the last day of Fiscal Year or as otherwise required by law. 

Application of Excess in Sinking Fund 

Whenever at the end of each Fiscal Year the amount of moneys in any account or subaccount of the 
Sinking Fund, including the Debt Service Reserve Account, exceeds the amount then currently required to be 
held therein, the excess shall be transferred to the related account in the Revenue Fund. 

Disposition of Moneys After Payment of Revenue Obligations and Contracts 

Any amounts remaining in any fund or account established under the Resolution after payment in full 
of the principal of, redemption premium, if any, and interest on the Revenue Obligations (or after provision 
for payment thereof has been made) and obligations treated as Senior Lien Revenue Obligations or 
Subordinate Lien Obligations pursuant to the Resolution, the fees, charges, and expenses of the Paying Agent 
and Bond Registrar, all amounts owing to any Credit Issuer, any Reserve Account Credit Facility Provider, 
and any Qualified Hedge Provider or other party to a Contract, and all other amounts required to be paid 
under the Resolution (including amounts required to be paid into the Rebate Fund), shall be promptly paid to 
MLGW. 

Additional Revenue Obligations 

No Revenue Obligations Except as Permitted in the Resolution 

No Revenue Obligations may be issued and no other obligations, except Contracts, which are secured 
by any interest in or lien on Pledged Revenues may be entered into except pursuant to the Resolution; 
provided, however, the City or MLGW may issue an initial series of Senior Lien Revenue Obligations 
pursuant to a Supplemental Resolution without meeting the requirements of the Resolution. 

Additional Senior Lien Revenue Obligations 

(a) Any portion (including any maturities or portions thereof whether or not in chronological order 
and any amounts subject to mandatory redemption) or all of a series of Senior Lien Revenue Obligations may 
be refunded at maturity, upon redemption in accordance with their terms, or upon payment, prepayment or 
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redemption with the consent of the owners of such Senior Lien Revenue Obligations, and the refunding 
Revenue Obligations so issued shall constitute Senior Lien Revenue Obligations secured on a parity with any 
Revenue Obligations secured on a parity with the refunded Revenue Obligations, if all of the following 
conditions are satisfied: 

(1) MLGW shall have obtained a report from an Independent Certified Public Accountant or 
a Municipal Advisor demonstrating that the refunding will reduce the total debt service payments on 
Outstanding Senior Lien Revenue Obligations, including payments on related Contracts, which are 
parity secured with the Revenue Obligations to be refunded on a present value basis; or 

(2) as an alternative to, and in lieu of, satisfying the requirements of (1), all Outstanding 
Senior Lien Revenue Obligations which are secured on a parity with the Revenue Obligations to be 
refunded are being refunded under arrangements which immediately result in making provision for 
the payment of such Revenue Obligations; and 

(3) all applicable laws and regulations of the State, including without limitation laws and 
regulations pertaining to the issuance by municipalities of revenue refunding bonds, are complied 
with; and 

(4) requirements of (b)(2), (b)(5), and (b)(6) immediately below are met with respect to such 
refunding Revenue Obligations. 

(b) Additional Senior Lien Revenue Obligations (including refunding Revenue Obligations which do 
not meet the requirements of (a)) may also be issued on a parity with Outstanding Senior Lien Revenue 
Obligations pursuant to a Supplemental Resolution, and the Revenue Obligations so issued shall be secured 
on a parity with such Outstanding Senior Lien Revenue Obligations, if all of the following conditions are 
satisfied: 

(1) There shall have been procured and filed with MLGW either: 

(a) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer of 
MLGW to the effect that the historical related Net Revenues for either (i) a period of 12 
consecutive months of the most recent 18 consecutive months prior to the issuance of the 
proposed Additional Obligations or (ii) the most recent audited Fiscal Year, were equal to at 
least 120% of the maximum Debt Service Requirement for any Fiscal Year, commencing 
with the first Fiscal Year after the Fiscal Year in which the Additional Obligations are 
issued, on all related Senior Lien Revenue Obligations which will be Outstanding 
immediately after the issuance of the proposed Additional Obligations and secured on a 
parity therewith, provided, however, (x) the report or certificate may contain pro forma 
adjustments to historical related Net Revenues equal to 100% of the increased annual amount 
attributable to any revision in the schedule of rates, fees, and charges for the services and 
facilities furnished by the System, imposed prior to the date of delivery of the proposed 
Additional Obligations and not fully reflected in the historical related Net Revenues actually 
received during such historical period used; (y) if MLGW or City has a contract to purchase 
or otherwise acquire an Acquired System that will become part of the System, the historical 
Net Revenues may be adjusted to include the anticipated Net Revenues from the Acquired 
System as certified in the report or certificate; and (z) if MLGW has entered into a contract 
to furnish services of the System that is not fully reflected in the historical Net Revenues of 
the System, such historical Net Revenues may be adjusted to include the anticipated Net 
Revenues from such contract as certified in the report or certificate; or 
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(b) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer of 
MLGW to the effect that in each Fiscal Year of the Forecast Period the forecasted related Net 
Revenues (which forecast can take into account (i) any planned increases in the rates, fees 
and charges for the services and facilities furnished by the System and (ii) any revenues 
forecasted to be received from any Acquired Systems as to which the City or MLGW has 
entered into a contract to purchase or otherwise acquire), are expected to equal at least 120% 
of the Debt Service Requirement during such period on all related Senior Lien Revenue 
Obligations which will be Outstanding immediately after the issuance of the proposed 
Additional Obligations and secured on a parity therewith. 

   (2) MLGW shall have received, at or before issuance of the Additional Obligations, a report 
from a Municipal Advisor or a certificate of the Secretary-Treasurer of MLGW to the effect 
that the payments required to be made into each account or subaccount of the Sinking Fund 
have been made and the balance in each account or subaccount of the Sinking Fund is not 
less than the balance required by the Resolution as of the date of issuance of the proposed 
Additional Obligations. 

(3) The Supplemental Resolution authorizing the proposed Additional Obligations must 
require (A) that the amount, if any, to be deposited to or accumulated in, and maintained in, 
the subaccounts of the Debt Service Reserve Account for Senior Lien Revenue Obligations 
which are to be secured on a parity with such Additional Obligations be increased to not less 
than 100% of the Debt Service Reserve Requirement, if any, computed on a basis which 
includes all Senior Lien Revenue Obligations which will be Outstanding and secured on a 
parity with the Additional Obligations immediately after the issuance of the proposed 
Additional Obligations and (B) that the amount of such increase be deposited in such 
subaccounts prior to or at the end of the period and at least as fast as the rate specified in the 
Resolution or any applicable Supplemental Resolution. 

(4) The Supplemental Resolution authorizing the proposed Additional Obligations must 
require the proceeds of such proposed Additional Obligations to be used to make capital 
improvements to or capital acquisitions for the System, to fund interest on the proposed 
Additional Obligations, to refund other obligations issued for such purposes (whether or not 
such refunding Revenue Obligations satisfy the requirements of (a)), for any other legal 
purpose under applicable law as evidenced by an opinion of Bond Counsel, and/or to pay 
expenses incidental thereto and to the issuance of the proposed Additional Obligations. 

(5) The Secretary-Treasurer shall have certified, by written certificate dated as of the date of 
issuance of the Additional Obligations, that MLGW is in compliance in all material respects 
with the requirements of the Resolution. 

(6) MLGW shall have received an opinion of Bond Counsel, dated as of the date of issuance 
of the Additional Obligations, to the effect that the Supplemental Resolution authorizing the 
issuance of Additional Obligations has been duly adopted by MLGW or by the City, as the 
case may be. 

(c) Obligations which would be Other System Obligations but for the existence of a Senior Lien on a 
category of Revenues securing such obligations may be issued and so secured, and thereafter will be treated 
as Senior Lien Revenue Obligations, if all of the conditions of (b)(2) through (b)(6) are satisfied treating such 
obligations as Additional Obligations and the issuance and security documents therefore as Supplemental 
Resolutions. 
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Additional Subordinate Lien Obligations 

(a) Revenue Obligations also may be issued on a Subordinate Lien basis pursuant to a Supplemental 
Resolution or a resolution otherwise adopted by MLGW payable from moneys which would otherwise be 
available for any other lawful purpose, and the Revenue Obligations so issued shall constitute Subordinate 
Lien Obligations, if: 

(1) the Supplemental Resolution authorizing the Subordinate Lien Obligations shall provide 
that such Subordinate Lien Obligations shall be junior and subordinate in lien and right of 
payment directly to any Outstanding Senior Lien Revenue Obligations or Senior Lien 
Revenue Obligations issued in the future which have a Senior Lien on a category of 
Revenues as to which such proposed Additional Obligations have a Subordinate Lien; 

(2) there shall have been procured and filed with MLGW either: 

(a) a report by a Municipal Advisor or a certificate by the Secretary-Treasurer of 
MLGW to the effect that the historical related Net Revenues for either (i) a period of 12 
consecutive months of the most recent 18 consecutive months prior to the issuance of the 
proposed Additional Obligations or (ii) the most recent audited Fiscal Year, were equal to at 
least 120% of the maximum Debt Service Requirement for any Fiscal Year, commencing 
with the first Fiscal Year after the Fiscal Year in which the Additional Obligations are 
issued, on all Senior Lien Revenue Obligations which will be Outstanding immediately after 
the issuance of the proposed Additional Obligations and at least 100% of the maximum Debt 
Service Requirement for any Fiscal Year, commencing with the first Fiscal Year after the 
Fiscal Year in which the Additional Obligations are issued, on all other Revenue Obligations 
which will be Outstanding immediately after the issuance of the proposed Additional 
Obligations, provided, however, (x) the report or certificate may contain pro forma 
adjustments to historical related Net Revenues equal to 100% of the increased annual amount 
attributable to any revision in the schedule of rates, fees, and charges for the services and 
facilities furnished by the System, imposed prior to the date of delivery of the proposed 
Additional Obligations and not fully reflected in the historical related Net Revenues actually 
received during such historical period used; (y) if MLGW or City has a contract to purchase 
or otherwise acquire an Acquired System that will become part of the System, the historical 
Net Revenues may be adjusted to include the anticipated Net Revenues from the Acquired 
System as certified in the report or certificate; and (z) if MLGW has entered into a contract 
to furnish services of the System that is not fully reflected in the historical Net Revenues of 
the System, such historical Net Revenues may be adjusted to include the anticipated Net 
Revenues from such contract as certified in the report or certificate; or 

       (b)    a report by a Municipal Advisor or a certificate by the Secretary-Treasurer of MLGW to the 
effect that in each Fiscal Year of the Forecast Period the forecasted related Net Revenues (which forecast can 
take into account (i) any planned increases in the rates, fees and charges for the services and facilities 
furnished by the System and (ii) any revenues forecasted to be received from any Acquired Systems as to 
which the City or MLGW has entered into a contract to purchase or otherwise acquire), are expected to equal 
at least 120% of the Debt Service Requirement during such period on all Senior Lien Revenue Obligations 
which will be Outstanding immediately after the issuance of the proposed Additional Obligations and at least 
100% of the Debt Service Requirement during such period on all other Revenue Obligations which will be 
Outstanding immediately after the issuance of the proposed Additional Obligations; and 

(1) MLGW shall have received a report from a Municipal Advisor or a certificate of the 
Secretary-Treasurer to the effect that the payments required to be made into each account or 
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subaccount of the Sinking Fund have been made and the balance in each account or 
subaccount of the Sinking Fund is not less than the balance required for any Senior Lien 
Revenue Obligations as of the date of issuance of any Subordinate Lien Obligations. 

(c) In the event of any insolvency or bankruptcy proceedings, and any receivership, liquidation, 
reorganization, or other similar proceedings in connection therewith, relative to MLGW or to its creditors, as 
such, or to its property, and in the event of any proceedings for voluntary liquidation, dissolution, or other 
winding up of MLGW, whether or not involving insolvency or bankruptcy, the owners of all Senior Lien 
Revenue Obligations then Outstanding and parties to related Contracts shall be entitled to receive payment in 
full of all principal and interest due on all such Senior Lien Revenue Obligations and all payments due under 
related Contracts in accordance with the provisions of the Resolution before the owners of any Subordinate 
Lien Obligations having a Subordinate Lien on a category of Revenues as to which such Senior Lien Revenue 
Obligations have a Senior Lien or related Contracts are entitled to receive any payment from the Pledged 
Revenues or the amounts held in the funds and accounts created under the Resolution on account of principal 
of, premium, if any, or interest on the Subordinate Lien Obligations or related Contracts. 

(d) If any Event of Default shall have occurred and be continuing (under circumstances when the 
provisions of paragraph (b) shall not be applicable), the owners of all Senior Lien Revenue Obligations then 
Outstanding and parties to related Contracts shall be entitled to receive payment in full of all principal and 
interest then due on all such Senior Lien Revenue Obligations and all payments due on related Contracts 
before the owners of the Subordinate Lien Obligations or parties to Contracts related to Senior Lien 
Obligations or which are subordinate to Senior Lien Revenue Obligations are entitled to receive any payment 
from the Pledged Revenues or the amounts held in the funds and accounts created under the Resolution of 
principal of, premium, if any, or interest on the Subordinate Lien Obligations or payments under related 
Contracts. 

(e) No owner of Senior Lien Revenue Obligations or party to any related Contract shall be prejudiced 
in its right to enforce subordination of the Subordinate Lien Obligations and related Contracts by any act or 
failure to act on the part of MLGW or the City. 

(f) The obligations of MLGW and the City to pay to the owners of the Subordinate Lien Obligations 
the principal of, premium, if any, and interest thereon in accordance with their terms and to pay parties to 
related Contracts in accordance with the terms of the related Contracts shall be unconditional and absolute. 
Nothing in the Resolution shall prevent the owners of the Subordinate Lien Obligations or parties to related 
Contracts from exercising all remedies otherwise permitted by applicable law or under the Resolution or the 
related Contracts upon default thereunder, subject to the rights contained in the Resolution of the owners of 
Senior Lien Revenue Obligations and parties to related Contracts to receive cash, property, or securities 
otherwise payable or deliverable to the owners of the Subordinate Lien Obligations and parties to related 
Contracts, and any Supplemental Resolution authorizing Subordinate Lien Obligations may provide that, 
insofar as a trustee or paying agent for the Subordinate Lien Obligations is concerned, the foregoing 
provisions shall not prevent the application by such trustee or paying agent of any moneys deposited with 
such trustee or paying agent for the purpose of the payment of or on account of the principal or premium, if 
any, and interest on such Subordinate Lien Obligations and payments under related Contracts if such trustee 
or paying agent did not have knowledge at the time of such application that such payment was prohibited by 
the foregoing provisions. 

(g) Any series of Subordinate Lien Obligations and related Contracts may have such rank or priority 
with respect to any other series of Subordinate Lien Obligations and related Contracts as may be provided in 
the Supplemental Resolution or other resolution authorizing such series of Subordinate Lien Obligations and 
may contain such other provisions as are not in conflict with the provisions of the Resolution. 
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(h) Obligations which would be Other System Obligations but for the existence of a Subordinate Lien 
on a category of Revenues securing such obligations may be issued and so secured, and thereafter will be 
treated as Subordinate Lien Obligations, if all of the conditions of paragraphs (a) through (c) above are 
satisfied treating such obligations as Subordinate Lien Obligations and the issuance and security documents 
therefor as Supplemental Resolutions. 

Additional Special Purpose Revenue Obligations 

Additional Special Purpose Revenue Obligations may be issued after compliance with any 
requirements therefor set forth in any Supplemental Resolution related to such Special Purpose Obligations or 
Outstanding Special Purpose Obligations which will be secured on a parity with such Additional Special 
Purpose Obligations. 

Released Revenue Obligations; Accession of Subordinate Lien Obligations to Senior Lien Status 

For so long as any Series 2017 Bonds are Outstanding, each of the City and the Division hereby 
agrees that it shall not (a) cause a separable category or portion of revenues, income, receipts and money 
relating to a definable service, facility or program of the System to be withdrawn from General Revenues and 
thereafter treated as Released Revenues or (b) cause the accession of any Subordinate Lien Obligations to the 
status of complete parity with any Senior Lien Revenue Obligations. 

Adoption of Proceedings 

MLGW, or the City at the request of MLGW, shall adopt a Supplemental Resolution authorizing the 
issuance of any Additional Obligations and, except for the first Supplemental Resolution, reciting that the 
requirements of this Article have been satisfied, and shall set forth in such proceedings, among other things, 
the security therefor, the date or dates such Additional Obligations shall bear interest, the rate or rates of 
interest, the interest payment date or dates, the maturity date or dates, the redemption provisions with respect 
to such Additional Obligations and any other matters applicable to such Additional Obligations as MLGW 
may deem advisable. 

Any such Supplemental Resolution shall restate and reaffirm, by reference, all of the applicable 
terms, conditions, and provisions of the Resolution not modified by the Supplemental Resolution. 

Proceedings Authorizing Additional Obligations 

No Supplemental Resolution authorizing the issuance of Additional Obligations shall conflict with 
the terms and conditions of the Resolution, except to the extent that the Supplemental Resolution is adopted 
for one of the purposes set forth in the Resolution and complies with the provisions of the Resolution for the 
adoption of Supplemental Resolutions without the consent of holders of the Revenue Obligations. 

Applicability to Additional Obligations 

The provisions of the Resolution shall be construed as including and being applicable to any future 
series of Revenue Obligations, and any such Revenue Obligations shall be treated, unless otherwise 
specifically stated, just as if they had been issued pursuant to the terms of the Master Resolution and the first 
Supplemental Resolution. 

Credit Facilities and Hedge Agreements 

(a) In connection with the issuance of any Revenue Obligations, MLGW may obtain or cause to be 
obtained one or more Credit Facilities providing for payment of all or a portion of the principal of, premium, 
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if any, or interest due or to become due on such Revenue Obligations, providing for the purchase of such 
Revenue Obligations by the Credit Issuer, or providing funds for the purchase of such Revenue Obligations 
by MLGW. In connection therewith MLGW, or the City on behalf of MLGW, shall enter into Credit Facility 
Agreements with such Credit Issuers providing for, among other things, (1) the payment of fees and expenses 
to such Credit Issuers for the issuance of such Credit Facilities; (2) the terms and conditions of such Credit 
Facilities and the Revenue Obligations affected thereby; and (3) the security, if any, to be provided for the 
issuance of such Credit Facilities. MLGW, or the City on behalf of MLGW, may secure any Credit Facility 
by an agreement providing for the purchase of the Revenue Obligations secured thereby with such 
adjustments to the rate of interest, method of determining interest, maturity, or redemption provisions as are 
specified by MLGW, in the applicable Supplemental Resolution. MLGW may in a Credit Facility Agreement 
agree to directly reimburse such Credit Issuer for amounts paid under the terms of such Credit Facility, 
together with interest thereon; provided, however, that no Reimbursement Obligation shall be created for 
purposes of the Resolution until amounts are paid under such Credit Facility. Any such Reimbursement 
Obligation shall be deemed to be a part of the Revenue Obligations to which the Credit Facility relates which 
gave rise to such Reimbursement Obligation, and references to principal and interest payments with respect to 
such Revenue Obligations shall include principal and interest (except for Additional Interest and principal 
amortization requirements with respect to the Reimbursement Obligation that are more accelerated than the 
amortization requirements for the related Revenue Obligations, without acceleration) due on the 
Reimbursement Obligation incurred as a result of payment of such Revenue Obligations with the Credit 
Facility. All other amounts payable under the Credit Facility Agreement (including any Additional Interest 
and principal amortization requirements with respect to the Reimbursement Obligation that are more 
accelerated than the amortization requirements for the related Revenue Obligations, without acceleration) 
shall be fully subordinate to the payment of debt service on the related class of Revenue Obligations. Any 
such Credit Facility shall be for the benefit of and secure such Revenue Obligations or portion thereof as 
specified in the applicable Supplemental Resolution. Notwithstanding the other provisions of the Resolution, 
MLGW's obligations under a Credit Facility which requires the Credit Issuer to make all interest payments 
due on the Revenue Obligations may be secured to the extent of such amounts by a pledge of, and lien on, the 
Pledged Revenues on a parity with the lien created by the Resolution to secure the related Revenue 
Obligations, or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

(b) In connection with the issuance of any Revenue Obligations or at any time thereafter so long as 
such Revenue Obligations remain Outstanding, MLGW may enter into Hedge Agreements with Qualified 
Hedge Providers, and no other providers, with respect to any Revenue Obligations. MLGW shall authorize 
the execution, delivery, and performance of each Qualified Hedge Agreement in a Supplemental Resolution, 
in which it shall designate the related Hedged Obligations. MLGW's obligation to pay Hedge Payments on a 
Qualified Hedge Agreement may be secured by a pledge of, and lien on, the Pledged Revenues on a parity 
with the lien created by the Resolution to secure the related Hedged Obligations (other than Termination 
Payments), or may be wholly or partially subordinate in lien and right of payment to the payment of the 
Revenue Obligations, as determined by MLGW. 

 
Other Obligations 

MLGW expressly reserves the right, at any time, to adopt one or more other bond resolutions and 
reserves the right, at any time, to issue any other obligations not secured by the amounts pledged under the 
Resolution. 
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General Provisions 

Rate Covenant 

MLGW shall continuously own the System, and MLGW shall continuously control, operate, and 
maintain the System in an efficient and economical manner and on a revenue producing basis and shall at all 
times prescribe, fix, maintain and collect, and the City shall approve, rates, fees, and other charges for the 
services and facilities furnished by the System fully sufficient at all times: 

(a) for 100% of the Operating Expenses and for the accumulation in the Revenue Fund of a 
reasonable reserve therefor, in an amount, if any, as shall be determined from time to time by MLGW; and 

(b) such that Net Revenues in each Fiscal Year: 

(1) will equal at least 120% of the Debt Service Requirement on all Senior Lien Revenue 
Obligations and 100% of the Debt Service Requirement on all other Revenue Obligations then 
Outstanding for such Fiscal Year; 

(2) will enable MLGW to make all required payments, if any, into the Debt Service Reserve 
Account and the Rebate Fund and on any Contract or Other System Obligation; 

(3) will enable MLGW to accumulate an amount to be held in the Renewal and Extension 
Fund, if any such Renewal and Extension Fund has been established by MLGW, which in the 
judgment of MLGW is adequate to meet the costs of major renewals, replacements, repairs, additions, 
betterments and improvements to the System, necessary to keep the same in good operating condition 
or as is required by any governmental agency having jurisdiction over the System; 

(4) will remedy all deficiencies in required payments into any of the funds and accounts 
mentioned in the Resolution from prior Fiscal Years; 

(5) will enable MLGW to make all required City Payments when due. 

provided for purposes of (a), (b)(1) and (b)(2) each category of Net Revenues shall be compared to the 
required payments with respect to, or for accounts related to, related Operating Expenses, Revenue 
Obligations, Contracts and Other System Obligations. 

In order to ensure compliance with the Rate Covenant set forth under this heading, and in order to 
comply with its obligations in the Resolution regarding the preparation of its Annual Budget, prior to the 
commencement of each Fiscal Year, the Board will adopt and submit to the Council for approval an Annual 
Budget for MLGW that includes reasonable and expressly stated assumptions as to usage, collections and 
similar factors and that fixes, establishes or maintains rates, fees and other charges for the services and 
facilities furnished by the System in order to generate funds sufficient at all times to comply with the Rate 
Covenant.  Upon receipt of the final Annual Budget adopted by the Board and submitted to the Council, the 
Council promptly shall, by separate resolution, approve and/or amend and approve the Annual Budget; 
provided, however, the Council covenants in the Resolution to approve an Annual Budget prior to the 
commencement of each Fiscal Year that is in full compliance with all applicable requirements contained in 
the Resolution, including, without limitation, such rates, fees and other charges for the services and facilities 
furnished by the System as will be sufficient at all times to comply with the Rate Covenant, all in accordance 
with the statutory obligations of the City and Council set forth in Section 2-20-3 of the Memphis City Code 
and Section 7-34-114(a) of the Revenue Bond Law.  If, during any Fiscal Year, the Secretary-Treasurer 
determines that Revenues in any Fiscal Year are or will be less than the total amount required in order to 
comply with the Rate Covenant, then the Secretary-Treasurer shall make, or MLGW shall promptly request 
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the Consulting Engineer or Municipal Advisor to make, written recommendations as to a revision in such 
rates, fees, charges or methods of operating the System which will result in the generation of the required 
amount of Revenues in order to comply with the Rate Covenant.  Upon receipt of such recommendations, the 
Board shall, subject to applicable requirements imposed by law, immediately take action to revise, and the 
Council shall, subject to applicable requirements imposed by law, immediately take action to approve, such 
rates, fees and charges in accordance with such recommendations and take such other actions respecting the 
methods of operation of the System as shall in the discretion of the Secretary-Treasurer be deemed necessary 
in order to comply with the Rate Covenant.  If the Board fails to prescribe, fix, maintain and collect, and/or 
the Council fails to approve, rates, fees and other charges in accordance with the provisions of this Section in 
any Fiscal Year, but each of the Board and the Council in the immediately following Fiscal Year has promptly 
taken all available measures to revise such rates, fees and other charges as advised by the Secretary-Treasurer, 
a Consulting Engineer and/or a Municipal Advisor, there shall be no Event of Default under the Resolution 
solely as a result of the aforesaid failure until at least the end of such immediately following Fiscal Year and 
only then if Revenues and Net Revenues during such immediately following Fiscal Year are less than the 
amounts required to satisfy the Rate Covenant. 

The rates, fees, and other charges shall be classified in a reasonable manner to cover users of the 
services and facilities furnished by the System so that, as nearly as practicable, such rates, fees, and other 
charges shall be uniform in application to all users falling within any reasonable class. 

Maintenance of the System in Good Condition 

MLGW covenants that it has and will continue to enforce reasonable rules and regulations governing 
the System and the operation thereof, that all compensation, salaries, fees, and wages paid by it in connection 
with the operation, maintenance, and repair of the System will be reasonable, that no more persons will be 
employed by it than are necessary, that it will operate the System in an efficient and economical manner and 
will at all times maintain the System in good repair and in sound operating condition, that it will make all 
necessary repairs, renewals, and replacements to the System, and that it will comply with all valid acts, rules, 
regulations, orders, and directions of any legislative, executive, administrative, or judicial body applicable to 
the System and MLGW's operation thereof. 

Insurance 

With respect to the System, MLGW will carry adequate public liability, fidelity, and property 
insurance, such as is maintained by similar systems as the System; provided, MLGW shall not be required to 
insure beyond the limits of immunity provided by Sections 29-20-101 et seq., Tennessee Code Annotated, as 
amended, and provided further, MLGW may self-insure against any risks that the Board deems appropriate 
provided MLGW maintains adequate reserves, in such amounts as MLGW determines is reasonable, for such 
self-insurance. 

MLGW, without in any way limiting the generality of the following, shall: (a) require each 
construction contractor and each subcontractor to furnish a bond, or bonds, of such type and in amounts 
adequate to assure the faithful performance of their contracts and the payment of all bills and claims for labor 
and material arising by virtue of such contracts; and (b) require each construction contractor or the 
subcontractor to maintain at all times until the completion and acceptance of any Project adequate 
compensation insurance for all of their employees and adequate public liability and property damage 
insurance for the full and complete protection of MLGW from any and all claims of every kind and character 
which may arise by virtue of the operations under their contracts, whether such operations be by themselves 
or by anyone directly or indirectly for them, or under their control. 
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All such policies shall be for the benefit of and made payable to MLGW and shall be on deposit with 
MLGW. 

All moneys received for losses under any such insurance policies, except public liability policies, are 
pledged by MLGW, as security for the Revenue Obligations until and unless such proceeds are paid out in 
making good the loss or damage in respect of which such proceeds are received, either by repairing the 
property damaged or replacing the property destroyed or by depositing the same in the Renewal and 
Extension Fund. Adequate provision for making good such loss and damage shall be made within 120 days 
from the date of the loss, and insurance proceeds not used in making such provision shall be deposited in the 
Renewal and Extension Fund on the expiration of such 120-day period. Such insurance proceeds shall be 
payable to MLGW by appropriate clause to be attached to or inserted in the policies. 

No Sale, Lease, or Encumbrance; Exceptions 

MLGW will not sell, lease, mortgage, or in any manner dispose of the System, or any part thereof, 
including any and all extensions and additions that may be made thereto, or any facility necessary for the 
operation thereof except as follows: 

(a) The use of any of the System facilities may at any time be permanently abandoned or the System 
or any portion of the System or of the System facilities sold or otherwise disposed of, provided that; 

(1) All covenants and undertakings in connection with all Revenue Obligations then 
outstanding and payable from the Revenues of the System are in compliance and any required reserve 
funds have been fully established and contributions thereto are current; 

(2) After the abandonment, sale or other disposal of all or a portion of the System, 
(i) provision is made for the payment of all the outstanding Revenue Obligations or (ii) the remaining 
Revenues of the System after such sale shall be sufficient to pay principal of, premium, if any, and 
interest on the remaining Revenue Obligations and sufficient to be in compliance with the covenants 
set forth in the Resolution as certified by the Secretary-Treasurer, a Consulting Engineer or 
Municipal Advisor; 

(3) The abandonment, sale or disposition is for the purpose of disposing of facilities which 
are no longer necessary or no longer useful to the operation of the System or it is otherwise in the 
best interests of MLGW to dispose of all or a part of the System as determined by the Board; and 

(4) MLGW receives an opinion of Bond Counsel to the effect that the disposition of the 
System or any portion thereof and use of the proceeds therefrom will not adversely affect the 
exclusion of interest on the Tax-Exempt Obligations from gross income of the holders thereof for 
purposes of federal income taxation. 

(b) Nothing in the Resolution is intended to prohibit the lease or purchase of equipment or facilities 
of the System hereafter to be put in service or to prohibit the transfer or exchange of service areas to provide 
for more efficient operation of the System so long as MLGW is in full compliance with the covenants set 
forth in the Resolution immediately following such transfer or exchange. 

(c) In addition to the transfers permitted above, MLGW shall have the right to sell, lease, transfer or 
otherwise dispose of the System as a whole or substantially as a whole, to any municipal corporation, county, 
political subdivision, governmental corporation or governmental agency (each of which shall be included 
within the term “Transferee” as used in the Resolution), provided the transferee thus acquiring the System 
from MLGW will assume the performance of and be bound by all of MLGW's and the City's obligations to 
the holders of the Revenue Obligations to make the payments into the funds required by the resolutions 
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authorizing the Revenue Obligations and the Resolution and to pay the principal of, premium, if any, and 
interest on the Revenue Obligations as provided in the covenants and provisions of the Resolution. 

(d) Nothing contained in the Resolution shall prohibit MLGW from transferring any property or 
facilities constituting a part of the System to any of MLGW’s other utility systems so long as such transfer 
will not materially impair the ability of MLGW to comply during the current or any future Fiscal Year with 
the Rate Covenant and will not result in the noncompliance by MLGW with any of the covenants in the 
Resolution with respect to Tax-Exempt Obligations or any covenants in any tax regulatory agreements or 
non-arbitrage certificates executed by MLGW in connection with the issuance of any Tax-Exempt 
Obligations.   

Combined System 

For so long as any Series 2017 Bonds are Outstanding, each of the City and the Division hereby 
agrees that it shall not combine any or all of the Division’s utility systems into a single unified operation (the 
“Combined System”) or commingle the revenues of the systems so combined in the Combined System. 

No Impairment of Rights 

MLGW shall not enter into any contract or contracts, nor take any action, the results of which might 
materially impair the rights of the holders of any Revenue Obligations. 

Books and Accounts 

MLGW shall keep proper books and accounts in compliance with applicable laws and regulations, if 
any, and shall cause such books and accounts to be audited for each Fiscal Year by an Independent Certified 
Public Accountant. A copy of each annual audit report showing in reasonable detail the financial condition of 
the System at the close of the Fiscal Year, the income and expenses for such Fiscal Year, including the 
transactions relating to any and all funds and accounts created pursuant to the Resolution, shall be available to 
any Bondholder upon request. 

Enforcement of Charges and Connections 

MLGW shall compel the prompt payment of rates, fees, and charges imposed for service connected 
with the System, and to that end will vigorously enforce all of the provisions of any resolution or ordinance of 
MLGW having to do with the same, and all of the rights and remedies permitted MLGW under law.  MLGW 
expressly covenants and agrees that such charges will be enforced and promptly collected to the full extent 
permitted by law. 

Payments 

All payments falling due on the Revenue Obligations and related Contracts shall be made by MLGW, 
from the Pledged Revenues or, at MLGW's option, other legally available revenues to the owners thereof 
when due in full, and all reasonable and authorized charges made by the Bond Registrar and any Paying 
Agent shall be paid by MLGW, when due. 

No Loss of Lien on Revenues 

MLGW and the City shall not do, or omit to do, or permit to be done or to be omitted any matter or 
thing whatsoever whereby the lien of the Resolution on the Pledged Revenues or any part thereof might or 
could be lost or impaired. 
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Annual Budget 

Each of the Board and the Council agrees to adopt an Annual Budget for MLGW for each Fiscal Year 
in compliance with the Rate Covenant.  Prior to the commencement of each Fiscal Year, the Board will adopt 
and submit to the Council for approval an Annual Budget for MLGW adopted by the Board for the coming 
Fiscal Year that includes reasonable and expressly stated assumptions as to usage, collections and similar 
factors and that fixes, establishes or maintains rates, fees and other charges for the services and facilities 
furnished by the System in order to generate funds sufficient at all times to comply with the Rate Covenant.  
Promptly upon receipt of the final Annual Budget adopted by the Board, but in any event no later than the 
commencement of the coming Fiscal Year, the Council shall, by separate resolution, adopt and/or amend and 
approve the Annual Budget of MLGW; provided, however, the Council shall approve as a part of its approval 
of any such Annual Budget all rates, fees and other charges as are necessary to meet the requirements 
contained in the Resolution, including, without limitation, the Rate Covenant, and all other the bond 
resolutions, which bond resolutions have been approved by the Council. 

Tax Provisions 

MLGW recognizes that the purchasers and owners of Tax-Exempt Obligations will have accepted the 
Tax-Exempt Obligations on, and paid for the Tax-Exempt Obligations a price which reflects, the 
understanding that interest on such Tax-Exempt Obligations is not included in the gross income of the owners 
thereof for federal income tax purposes under laws in force at the time the Tax-Exempt Obligations shall have 
been delivered. 

MLGW shall take any and all action which may be required from time to time in order to assure that 
interest on the Tax-Exempt Obligations shall remain excludable from the gross income of the owners of the 
Tax-Exempt Obligations for federal income tax purposes and shall refrain from taking any action which 
would adversely affect such status. 

The covenants, certifications, representations, and warranties contained under this heading shall 
survive payment in full or provision for payment in full of the Tax-Exempt Obligations until the end of the 
statute of limitations following the later of final payment of such Revenue Obligations (without regard to any 
defeasance or other provision for the payment thereof) or the last date as of which payments under Section 
148(f) of the Code could be due to the United States. 

Continuing Disclosure 

Each of the City and MLGW shall comply with any and all federal or state securities law 
requirements applicable to any Revenue Obligations, including, without limitation, Rule 15c2-12 of the SEC 
if and to the extent applicable to any Revenue Obligations, and each of the City and MLGW will enter into 
such undertakings, covenants and/or agreements as may be required in any Supplemental Resolution in order 
to ensure such compliance.  Notwithstanding any provision in the Resolution to the contrary, no default under 
any continuing disclosure undertaking will constitute a default or Event of Default under the Resolution. 

Events of Default and Remedies 

Definition of Events of Default 

An “Event of Default” shall mean the occurrence of any one or more of the following: 

(a) a failure to pay the principal or redemption price of any Senior Lien Revenue Obligation when 
the same shall become due and payable, either at maturity or by proceedings for redemption or otherwise; or 
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(b) a failure to pay any installment of interest on any Senior Lien Revenue Obligation when and as 
such installment of interest shall become due and payable; or 

(c) a court of competent jurisdiction shall enter an order, judgment, or decree appointing a Receiver 
of the System or any of the funds or accounts established under the Resolution, or approving a petition 
seeking reorganization of MLGW under the federal bankruptcy laws or any other applicable law or statute of 
the United States of America or the State, and such order, judgment, or decree shall not be vacated or set aside 
or stayed within 60 days from the date of the entry thereof; or 

(d) the City or MLGW shall fail to perform any of the other covenants, conditions, agreements, and 
provisions contained in the Senior Lien Revenue Obligations or in the Resolution with respect to Senior Lien 
Revenue Obligations on the part of the City or MLGW to be performed, and such failure shall continue for 90 
days after written notice specifying such failure and requiring it to be remedied shall have been given to 
MLGW by the Paying Agent or by the owners of not less than or any Credit Issuer securing not less than 
twenty-five percent (25%) in aggregate principal amount of the Senior Lien Revenue Obligations; provided, 
however, if the failure stated in such notice can be corrected, but not within such 90 day period, MLGW shall 
have 180 days after such written notice to cure such default if corrective action is instituted by MLGW within 
such 90 day period and diligently pursued until the failure is corrected; or 

(e) an Event of Default under any Supplemental Resolution relating to Senior Lien Revenue 
Obligations shall occur; 

provided if the Event of Default relates solely to Senior Lien Revenue Obligations related to a particular 
category of Revenues and no other event has occurred which, with the lapse of time or the delivery of notice 
or both, could become an Event of Default with respect to any other Senior Lien Revenue Obligations then 
Outstanding, such Event of Default shall be deemed to apply solely to the related Senior Lien Revenue 
Obligations and Contracts and the provisions of the Resolution shall otherwise remain in full force and effect 
with respect to all other Senior Lien Revenue Obligations and related Contracts. 

Remedies 

Upon the occurrence of an Event of Default, the Paying Agent shall have the power to proceed with 
any right or remedy available at law or in equity or by statute, as it may deem best, including without 
limitation any suit, action or special proceeding in equity or at law for the collection of amounts due and to 
become due under the Resolution and under the Senior Lien Revenue Obligations or the performance of any 
covenant or agreement contained therein or for the enforcement of any proper legal or equitable remedy as the 
Paying Agent shall deem most effectual to protect the rights aforesaid, insofar as such may be authorized by 
law. The rights specified in the Resolution are to be cumulative to all other available rights, remedies or 
powers. 

Without limiting the foregoing, upon the request of the holders of not less than, or any Credit Issuer 
securing not less than, twenty-five percent (25%) of the Outstanding Senior Lien Revenue Obligations, the 
Paying Agent shall, in addition to all other remedies and rights upon or under the Resolution, have the right, 
by appropriate proceedings in any court of competent jurisdiction, to obtain the appointment of a Receiver for 
the System, which Receiver may enter upon and take possession of the System, operate and maintain the 
System, fix rates and collect all revenues arising therefrom in as full a manner and to the same extent as 
MLGW itself might do. The Receiver shall deposit all moneys collected by it in a separate account or 
accounts and shall dispose of such revenues in accordance with the terms and conditions of the related 
Supplemental Resolutions authorizing Senior Lien Revenue Obligations and the Resolution and as the court 
shall direct. 
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No delay or omission to exercise any right or remedy accruing upon any Event of Default shall impair 
any such right or remedy or shall be construed to be a waiver of any such Event of Default or acquiescence 
therein; and every such right and remedy may be exercised from time to time and as often as may be deemed 
expedient. 

No waiver of any Event of Default under the Resolution, whether by the Paying Agent, any Credit 
Issuer or by the Bondholders, shall extend to or affect any subsequent or other Event of Default, or impair any 
rights or remedies consequent thereon. 

Rights of Bondholders 

Upon the occurrence of an Event of Default and if requested so to do by the Holders of more than 
fifty percent (50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding 
and if indemnified for its costs and expenses, the Paying Agent, subject to the provisions under “Right of 
Bondholders to Direct Proceedings” as provided below, shall be obligated to exercise such one or more of the 
rights and remedies conferred by the Resolution as the Paying Agent, being advised by counsel, shall deem 
most expedient in the interests of the Bondholders. 

Right of Bondholders to Direct Proceedings 

Anything to the contrary in the Resolution notwithstanding, the Holders of more than fifty percent 
(50%) in aggregate principal amount of the Senior Lien Revenue Obligations then Outstanding shall have the 
right, at any time, by an instrument or instruments in writing executed and delivered to the Paying Agent, to 
direct (as between such Bondholders and the Paying Agent) the time, method and place of conducting all 
proceedings otherwise permitted to be taken in connection with the enforcement of the terms and conditions 
of the Resolution, or for the appointment of a Receiver or any other proceedings thereunder, provided the 
Paying Agent is indemnified as provided above. 

Remedies Cumulative 

No remedy conferred upon or reserved to the holders of any Revenue Obligations is intended to be 
exclusive of any other remedy or remedies, and each and every such remedy shall be cumulative and shall be 
in addition to every other remedy given under the Resolution or now or hereafter existing at law or in equity 
or by statute. 

Waiver of Default 

No delay or omission of any holder of any Revenue Obligations to exercise any right or power 
accruing upon any Event of Default shall impair any such right or power or shall be construed to be a waiver 
of any such Event of Default, or an acquiescence therein, and every power and remedy given by the 
Resolution to the holders of any Revenue Obligations may be exercised from time to time and as often as may 
be deemed expedient. 

 
Application of Moneys After Default 

If an Event of Default occurs and shall not have been remedied, MLGW or a Receiver appointed for 
the System shall apply all Pledged Revenues as follows and in the following order of priority (subject to 
clause (d) of this section): 

(a) Expenses of Receiver, Paying Agent and Bond Registrar - to the payment of the reasonable and 
proper charges, expenses, and liabilities of any Receiver, the Paying Agent and the Bond Registrar under the 
Resolution with the amounts payable under this subsection (a), if related to a particular series and therefore to 
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a particular category of Revenues, first from such category of Revenues and second from other categories of 
Revenues in amounts as determined by the Receiver or MLGW, and if not so related to a particular series or 
category of Revenues, then from all Revenues as determined by the Receiver or MLGW; 

(b) Operating Expenses - then, within each category of Revenues, to the payment of all reasonable 
and necessary related Operating Expenses; 

(c) Principal or redemption price, interest, and payments on related Contracts - then, within each 
category of Revenues, to the payment of the interest and principal or redemption price then due on the related 
Senior Lien Revenue Obligations and payments then due under related Contracts, as follows: 

(1) Unless the principal of all the Senior Lien Revenue Obligations related to such category 
of Revenues shall have become due and payable due to the maturity thereof, all such moneys shall be 
applied as follows: 

(A) first: to the payment to the persons entitled thereto of all installments of interest 
then due on the Senior Lien Revenue Obligations, in the order of the maturity of such 
installments (with interest on defaulted installments of interest at the rate or rates borne by 
the Senior Lien Revenue Obligations with respect to which such interest is due, but only to 
the extent permitted by law), and, if the amount available shall not be sufficient to pay in full 
any particular installment, then to the payment ratably, according to the amounts due on such 
installment, to the persons entitled thereto, without any discrimination or preference. If some 
of the Senior Lien Revenue Obligations bear interest payable at different intervals or upon 
different dates and if at any time moneys from the Debt Service Reserve Account must be 
used to pay any such interest, the moneys in the Debt Service Reserve Account shall be 
applied (to the extent necessary) to the payment of all interest falling due on the dates upon 
which such interest is payable to and including the date six months after the date of 
application of such moneys. After such period, moneys in the Debt Service Reserve Account 
plus any other moneys available in the Interest Account shall be set aside for the payment of 
interest on Senior Lien Revenue Obligations of each class (a class consisting of all Senior 
Lien Revenue Obligations payable as to interest on the same dates) pro rata among Senior 
Lien Revenue Obligations of the various classes on a daily basis so that there shall accrue to 
each owner of a Senior Lien Revenue Obligation throughout each Fiscal Year the same 
proportion of the total interest payable to such owner of a Senior Lien Revenue Obligation as 
shall so accrue to every other owner of a Senior Lien Revenue Obligation during such Fiscal 
Year. 

(B) second: to the payment to the persons entitled thereto of the unpaid principal of 
any of the Senior Lien Revenue Obligations which shall have become due at maturity or 
upon mandatory redemption prior to maturity (other than Senior Lien Revenue Obligations 
called for redemption for the payment of which moneys are held pursuant to the provisions 
of Article IX of the Resolution), in the order of their due dates, with interest upon such 
Senior Lien Revenue Obligations from the respective dates upon which they became due, 
and, if the amount available shall not be sufficient to pay in full Senior Lien Revenue 
Obligations due on any particular date, together with such interest, then to the payment first 
of such interest, ratably according to the amount of such interest due on such date, and then 
to the payment of such principal, ratably according to the amount of such principal due on 
such date, to the persons entitled thereto without any discrimination or preference. If some of 
the Senior Lien Revenue Obligations mature (including mandatory redemption prior to 
maturity as a maturity ) upon a different date or dates and if at any time moneys from the 
Debt Service Reserve Account must be used to pay any such principal falling due, the 
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moneys in the Debt Service Reserve Account not required to pay interest under subsection 
(A) above shall be applied to the extent necessary to the payment of all principal falling due 
prior to the date 12 months after the date of application of such moneys. After such period, 
moneys in the Debt Service Reserve Account not required to pay interest plus any other 
moneys available in the Principal Account shall be set aside for the payment of principal of 
Senior Lien Revenue Obligations of each class (a class consisting of all Senior Lien Revenue 
Obligations payable as to principal on the same date) pro rata among Senior Lien Revenue 
Obligations of the various classes which mature or must be redeemed pursuant to mandatory 
redemption prior to maturity throughout each Fiscal Year in such proportion of the total 
principal payable on each such Senior Lien Revenue Obligation as shall be equal among all 
classes of Senior Lien Revenue Obligations maturing or subject to mandatory redemption 
within such Fiscal Year. 

(C) third: to the payment of the redemption premium on and the principal of any 
Senior Lien Revenue Obligations called for optional redemption pursuant to their terms. 

(D) fourth: to interest portions of Reimbursement Obligations that have not been 
designated as Senior Lien Revenue Obligations, but are related to Senior Lien Revenue 
Obligations pursuant to the terms of the related Contracts. 

(E) fifth: to the payment of the principal portions of Reimbursement Obligations that 
have not been designated as Senior Lien Revenue Obligations but are related to Senior Lien 
Revenue Obligations pursuant to the terms of the related Contracts. 

(F) sixth: to the payment of all other amounts then due on Contracts (excluding 
Termination Payments) related to Senior Lien Revenue Obligations. 

(2) If the principal of all the Senior Lien Revenue Obligations shall have become due and 
payable, all such moneys shall be applied to the payment of the principal and interest then due and 
unpaid upon the Senior Lien Revenue Obligations, with interest thereon as aforesaid, and due and 
unpaid payments under related Contracts (excluding Termination Payments), without preference or 
priority of principal over interest or payments on Contracts, or of interest over principal or payments 
on Contracts, or of payments on Contracts over principal or interest, or of any installment of interest 
over any other installment of interest, or of any Senior Lien Revenue Obligation over any other 
Senior Lien Revenue Obligations, or of any such payment under a Contract over any other such 
payment under a Contract, ratably, according to the amounts due respectively for principal, interest, 
and payments under Contracts (excluding Termination Payments), to the persons entitled thereto 
without any discrimination or preference. 

(d) Notwithstanding anything else in the Resolution to the contrary, payments made pursuant to (b) 
and (c) shall be made by category of Revenues to related Revenue Obligations such that: 

(1) Amounts traceable to General Revenues are used only for General Revenue Obligations 
and related Contracts; 

(2) Amounts traceable to Released Revenues are used only for Released Revenue 
Obligations and related Contracts or otherwise as permitted by the Resolution; 

(3) Amounts traceable to Special Purpose Revenues are used only for Special Purpose 
Revenue Obligations and related Contracts or otherwise as permitted by the Resolution; and 
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(4) Amounts not traceable to particular categories of Revenues shall be used first as General 
Revenues for purposes of this section, then as other Released Revenues, and then as Special Purpose 
Revenues. 

(e) Subordinate Lien Obligations – last to the payment of the interest and principal or redemption 
price then due on the Subordinate Lien Revenue Obligations and payments under related Contracts in 
accordance with the Supplemental Resolutions authorizing such Subordinate Lien Revenue Obligations and 
related Contracts. 

Rights of Credit Issuer 

Notwithstanding any other provision of the Resolution, in the event that the City or MLGW shall 
draw under a Credit Facility any amount for the payment of principal of or interest on any Revenue 
Obligations, then upon such payment the related Credit Issuer shall succeed to and become subrogated to the 
rights of the recipients of such payments to the extent of such payments and such principal or interest shall be 
deemed to continue to be unpaid and Outstanding for all purposes and shall continue to be fully secured by 
the Resolution until the Credit Issuer, as successor and subrogee, has been paid all amounts owing in respect 
of such subrogated payments of principal and interest. Such rights shall be limited and evidenced by having 
MLGW note the Credit Issuer's rights as successor and subrogee on its records, and MLGW shall, upon 
request, deliver to the Credit Issuer (a) in the case of interest on the Revenue Obligations, an acknowledgment 
of the Credit Issuer's ownership of interest to be paid on the Revenue Obligations specifying the amount of 
interest owed, the period represented by such interest, and the numbers of the Revenue Obligations on which 
such interest is owed and (b) in the case of principal of the Revenue Obligations, either the Revenue 
Obligations themselves duly assigned to the Credit Issuer or new Revenue Obligations registered in the name 
of the Credit Issuer or in such other name as the Credit Issuer shall specify. Whenever moneys become 
available for the payment of any interest or principal then overdue, the Credit Issuer shall be treated as to 
interest or principal owed to it as successor and subrogee as if it had been the holder of the Revenue 
Obligations on which such interest or principal is payable on any special record date therefor. 

Rights and Remedies Vested in Paying Agent 

All rights of action and remedies under the Resolution or under any of the Senior Lien Revenue 
Obligations may be enforced by the Paying Agent without the possession of any of the Senior Lien Revenue 
Obligations or the production thereof in any trial or other proceedings relating thereto and any such suit or 
proceeding instituted by the Paying Agent shall be brought in its name as Paying Agent without the necessity 
of joining as plaintiffs or defendants any Holders of the Senior Lien Revenue Obligations or any Credit 
Issuer, and any recovery of judgment shall, subject to the terms of the Resolution, be for the benefit of the 
Holders of the Senior Lien Revenue Obligations and any Credit Issuer. 

Rights and Remedies of Bondholders 

No Holder of any Senior Lien Revenue Obligation shall have any right to institute any suit, action or 
proceeding in equity or law for the enforcement of the Resolution, for the execution of any trust thereof or for 
the appointment of a Receiver or to enforce any other right or remedy thereunder, unless (a) a Default has 
occurred of which the Paying Agent has been notified, or of which it is deemed to have notice, (b) such 
Default shall have become an Event of Default and the Holders of more than fifty percent (50%) in aggregate 
principal amount of Senior Lien Revenue Obligations then outstanding shall have made written request to the 
Paying Agent and shall have offered reasonable opportunity to the Paying Agent either to proceed to exercise 
the powers granted in the Resolution or to institute such action, suit or proceeding in its own name, and (c) 
such Bondholders have offered to the Paying Agent indemnity as provided in the Resolution and the Paying 
Agent shall thereafter fail or refuse to exercise the powers therein granted, or to institute such action, suit or 
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proceeding in its own name. Such notification, request and offer of indemnity are declared in every case at the 
option of the Paying Agent to be conditions precedent to the execution of the powers and trusts of the 
Resolution, and to any action or cause of action for the enforcement thereof, or for the appointment of a 
Receiver or for any other right or remedy thereunder; it being understood and intended that no one or more 
Holders of the Senior Lien Revenue Obligations shall have any right in any manner whatsoever to affect, 
disturb or prejudice the lien thereof by its, his or their action or to enforce any right or remedy thereunder 
except in the manner therein provided, and that all proceedings at law or in equity shall be instituted, had and 
maintained in the manner therein provided and for the benefit, first, of the Holders of all Senior Lien Revenue 
Obligations and, second, of any Credit Issuer. 

Termination of Proceedings 

If the Paying Agent shall have proceeded to enforce any right or remedy under the Resolution by any 
action at law or in equity, by the appointment of a Receiver or otherwise, and such proceedings shall have 
been discontinued or abandoned for any reason, or shall have been determined adversely to the Paying Agent, 
then and in every such case MLGW, the Paying Agent, any Credit Issuer and the Bondholders shall be 
restored to their former positions and rights under the Resolution, respectively, with respect to the Pledged 
Revenues, and all rights, remedies and powers of the Paying Agent, any Credit Issuer and the Bondholders, 
respectively, shall continue as if no such proceedings had been taken. 

Waivers of Events of Default 

The Paying Agent shall waive any Event of Default under the Resolution and its consequences upon 
the written request of the Holders of more than fifty percent (50%) in aggregate principal amount of all Senior 
Lien Revenue Obligations then Outstanding, provided, however, there shall not be waived: 

(a) any Event of Default pertaining to the payment of the principal or redemption price of any Senior 
Lien Revenue Obligation at its maturity or Redemption Date; or 

(b) any Event of Default pertaining to the payment when due of the interest on any Senior Lien 
Revenue Obligation unless prior to such waiver, all arrears of interest and all principal or redemption price 
payments in respect of which such Event of Default shall have occurred, with interest thereon (to the extent 
permitted by law) for the period from the occurrence of such Event of Default until paid in full at a rate per 
annum equal to the interest rate payable on the Senior Lien Revenue Obligations from time to time during 
such period in accordance with the terms of the Senior Lien Revenue Obligations, and all expenses of the 
Paying Agent in connection with such Event of Default, shall have been paid or provided for, and in case of 
any such waiver, or in case any proceeding taken by the Paying Agent on account of any such Event of 
Default shall have been discontinued or abandoned or for any reason, or shall have been determined adversely 
to the Paying Agent, then and in every such case MLGW, the Paying Agent, the Credit Issuer and the 
Bondholders shall be restored to their former positions and rights under the Resolution, respectively, but no 
such waiver shall extend to or affect any subsequent or other Event of Default, or impair any rights or 
remedies consequent thereon. 

Paying Agent 

Acceptance of Duties 

With respect to the Senior Lien Revenue Obligations issued under the Resolution, the Paying Agent 
by participating in the closing of the initial series of Senior Lien Revenue Obligations, shall be deemed to 
have accepted the duties imposed upon it by the Resolution, and to have agreed to perform said duties, but 
only upon and subject to the following express terms and conditions; 
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(a) The Paying Agent, prior to the occurrence of an Event of Default and after the curing of all Events 
of Default which may have occurred undertakes to perform such duties and only such duties as are 
specifically set forth in the Resolution, and no implied agreements or obligations shall be read into the 
Resolution against the Paying Agent. In case an Event of Default has occurred and is continuing, the Paying 
Agent shall exercise such of the rights and powers vested in it by the Resolution and use the same degree of 
care and skill in their exercise as a prudent corporate trustee would exercise or use under the circumstances. 

(b) The Paying Agent may execute any of the trusts or powers of the Resolution and perform any of 
its duties by or through attorneys, agents, Receivers or employees but shall be answerable for the conduct of 
the same in accordance with the standard specified in subsection (a) above, and shall be entitled to advice of 
counsel concerning all matters relating to its duties thereunder, and may in all cases pay reasonable 
compensation to all such attorneys, agents, Receivers and employees as may reasonably be employed in 
connection with the trusts thereof. The Paying Agent may act upon the opinion or advice of any attorney (who 
may be the attorney or attorneys for MLGW), approved by the Paying Agent in the exercise of reasonable 
care. The Paying Agent shall not be responsible for any loss or damage resulting from any action or non-
action in good faith in reliance upon such opinion or advice. 

(c) The Paying Agent shall not be responsible for any recital in the Resolution, or in the Senior Lien 
Revenue Obligations (except with respect to the authentication certificate of the Paying Agent endorsed on 
the Senior Lien Revenue Obligations), or for the recording or rerecording, filing or re-filing of the Resolution 
or any other document, or for the validity of the execution or approval hereof by MLGW or of any 
supplements thereto or instruments of further assurance, or for the sufficiency of the security for the Senior 
Lien Revenue Obligations, or for the value of or title in and to the Pledged Revenues or any part of the 
Pledged Revenues or otherwise as to the maintenance of the security hereof, and the Paying Agent shall not 
be bound to ascertain or inquire as to the performance or observance of any agreements or conditions on the 
part of MLGW except as set forth in the Resolution. 

(d) Except to the extent specifically provided in the Resolution, the Paying Agent shall not be 
accountable for the use of the proceeds of any of the Senior Lien Revenue Obligations. The Paying Agent, in 
its individual capacity, may in good faith buy, sell, own, hold or deal in any of the Revenue Obligations 
issued under the Resolution, and may join in any action which any Bondholder may be entitled to take with 
like effect as if such Person did not act in any capacity thereunder. The Paying Agent, in its individual 
capacity, either as principal or agent, may also engage in or be interested in any financial or other transaction 
with any Credit Issuer, and may act as depository. Paying Agent or agent for any committee or body of 
Bondholders in connection with any other resolution or similar agreement to which MLGW or any Credit 
Issuer is a party and hold any bonds secured thereby or other obligations of MLGW as freely as if such Person 
did not act in any capacity under the Resolution. 

(e) Except as is otherwise provided in subsection (a) above: 

(1) The Paying Agent shall be protected in acting upon opinions of counsel and upon any 
notice, request, consent, certificate, order, affidavit, letter, telegram or other paper or document 
believed to be genuine and correct and to have been signed or sent by the proper Person or Persons. 
Any action taken by the Paying Agent, pursuant to the Resolution upon the request, authority or 
consent of the Bond Registrar acting at the direction of any Person who at the time of making such 
request or giving such authority or consent is the Holder of any Senior Lien Revenue Obligation, 
shall be conclusive and binding upon all future Holders of the same Senior Lien Revenue Obligation 
and upon Senior Lien Revenue Obligations issued in exchange therefor or in place thereof. The 
Paying Agent may conclusively rely upon a certificate furnished by any Credit Issuer as to amounts 
owing with respect to any Credit Facility. 
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(2) As to the existence or non-existence of any fact or as to the sufficiency or validity of any 
instrument, paper or proceeding, the Paying Agent shall be entitled to rely upon a certificate of 
MLGW as sufficient evidence of the facts therein contained and prior to the occurrence of an Event 
of Default of which the Paying Agent has been notified as provided in subsection (e)(4) of this 
Section, or of which by said subsection it is deemed to have notice, shall also be at liberty to accept a 
similar certificate to the effect that any particular dealing, transaction or action is necessary or 
expedient, but may at its discretion secure such further evidence deemed necessary or advisable, but 
shall in no case be bound to secure the same. The Paying Agent may accept a certificate of MLGW to 
the effect that a resolution in the form therein set forth has been adopted as conclusive evidence that 
such resolution has been adopted and is in full force and effect. 

(3) The right of the Paying Agent to do things enumerated in the Resolution shall not be 
construed as a duty and the Paying Agent shall not be answerable for other than its gross negligence 
or willful misconduct. 

(4) Unless a Responsible Officer of the Paying Agent shall be specifically notified in writing 
of an Event of Default by MLGW, any Credit Issuer or by the Holders of more than fifty percent 
(50%) in aggregate principal amount of Outstanding Senior Lien Revenue Obligations, the Paying 
Agent shall not be required to take notice or be deemed to have notice of any Default under the 
Resolution except failure to pay the principal or redemption price of or interest on the Senior Lien 
Revenue Obligations when due. All notices or other instruments required to be delivered to the 
Paying Agent must, in order to be effective, be delivered at the principal corporate trust office of the 
Paying Agent, and in the absence of such notice so delivered the Paying Agent may conclusively 
assume there is no Event of Default except as aforesaid.  In the event that any payment referred to 
above is not paid when due. the Paying Agent shall give immediate notice to MLGW and any Credit 
Issuer, by telephone, electronic mail or facsimile transmitter (with confirmed receipt), that such 
payment has not been made and shall immediately confirm such notice by registered or certified mail 
to MLGW and any Credit Issuer. 

(f) The Paying Agent shall not be required to give any bond or surety in respect of the execution of 
the said trusts and powers or otherwise in respect of the premises. 

(g) Notwithstanding anything elsewhere therein contained, the Paying Agent shall have the right, but 
shall not be required, to demand, in respect of the authentication of any Senior Lien Revenue Obligations, the 
taking of any action reasonably within the purview of the Resolution, as a condition of such action by the 
Paying Agent. 

(h) Before taking any action under the Resolution (other than acting on a Credit Facility) at the 
request or direction of any Holder of a Revenue Obligation, the Paying Agent may require that satisfactory 
security or indemnity be furnished by the Holders of the Senior Lien Revenue Obligations for the 
reimbursement of all expenses to which it may be put and to protect it against all liability, except liability 
which is adjudicated to have resulted from the negligence or willful misconduct of the Paying Agent, by 
reason of any action so taken. 

(i) All moneys received by the Paying Agent or the Bond Registrar for the Senior Lien Revenue 
Obligations shall, until used or applied or invested as therein provided, be held in trust for the purposes for 
which they were received but need not be segregated from other funds except to the extent required in the 
Resolution or by law. 

(j) No provision of the Resolution shall require the Paying Agent to expend or risk its own funds or 
otherwise incur any financial liability in the performance of any of its duties thereunder, or in the exercise of 
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any of its rights or powers, if it shall have reasonable grounds for believing that repayment of such funds or 
adequate security or indemnity against such risk or liability is not reasonably assured to it. 

(k) The Paying Agent shall be entitled to pay any amount to a Credit Issuer required under the 
Resolution upon written notice from the Credit Issuer that such amount is due and owed by MLGW to the 
Credit Issuer pursuant to the Resolution, a Credit Facility or other related documents, and the Paying Agent 
shall have no obligation to determine whether such amount is in fact owed to the Credit Issuer. 

Fees, Charges and Expenses of Paying Agent 

MLGW shall pay and/or reimburse the Paying Agent reasonable compensation for its ordinary 
services and extraordinary services rendered under the Resolution. 

Notice by Paying Agent and Division 

(a) If an Event of Default occurs of which the Paying Agent is by the terms of the Resolution 
required to take notice or if notice of an Event of Default be given as provided in the Resolution, then the 
Paying Agent shall give written notice thereof by electronic mail, by first-class, registered or certified mail, 
postage prepaid, or in any other manner as set forth in the related Supplemental Resolution, to any Credit 
Issuer, MLGW and the Holders of all Senior Lien Revenue Obligations then Outstanding of the applicable 
series. 

(b) At any time that any series of Senior Lien Revenue Obligations are rated by a Rating Agency, 
MLGW shall promptly give notice to such Rating Agency, at such address as the Rating Agency shall have 
furnished to MLGW of: 

(1) any change in the identity of the Paying Agent, 

(2) any amendments or supplements of the Resolution or the Senior Lien Revenue 
Obligations, 

(3) any redemption of all the Senior Lien Revenue Obligations or any mandatory purchase of 
all the Senior Lien Revenue Obligations, 

(4) any amendment, renewal, substitution, termination or expiration of any Credit Facility; 
and 

(5) any other information that the Rating Agency may reasonably request. 

Removal of the Paying Agent 

The Paying Agent may be removed at any time, by an instrument or concurrent instruments in writing 
delivered to the Paying Agent and (as applicable) to MLGW and any Credit Issuer, and signed either by 
MLGW (if no Event of Default has occurred and is continuing) or by the Holders of more than fifty percent 
(50%) in aggregate principal amount of the outstanding Senior Lien Revenue Obligations (if an Event of 
Default has occurred and is continuing); provided, however, that such removal shall take effect only upon the 
appointment of a successor Paying Agent as provided in the Resolution and provided further if the removal is 
by MLGW, that there shall not then exist an Event of Default under the Resolution. 
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Defeasance 

Provision for Payment 

Except as otherwise set forth in the Supplemental Resolution authorizing Revenue Obligations, all or 
any portion of the Revenue Obligations for the payment, prepayment or redemption of which sufficient 
moneys or sufficient Defeasance Obligations shall have been deposited with the Paying Agent or an escrow 
agent selected by MLGW (whether upon or prior to the maturity or the redemption date of such Revenue 
Obligations) shall be deemed to be paid and no longer Outstanding under the Resolution; provided, however, 
that if such Revenue Obligations are to be redeemed prior to the maturity thereof, notice of such redemption 
shall have been duly given as provided in Article III of the Resolution or firm and irrevocable arrangements 
shall have been made for the giving of such notice. Defeasance Obligations shall be considered sufficient for 
purposes of Article IX of the Resolution only; (a) if such Defeasance Obligations are not callable by the issuer 
of the Defeasance Obligations prior to their stated maturity, and (b) if such Defeasance Obligations fall due 
and bear interest in such amounts and at such times as will assure sufficient cash (whether or not such 
Defeasance Obligations are redeemed by MLGW pursuant to any right of redemption) to pay currently 
maturing interest and to pay principal and redemption premiums, if any, when due on the Revenue 
Obligations without rendering the interest on any Tax-Exempt Obligations includable in gross income of any 
owner thereof for federal income tax purposes.  Notwithstanding the foregoing, the lien of the Resolution will 
not be released and discharged until MLGW has received an opinion of Bond Counsel to the effect that all 
conditions precedent to such discharge have been satisfied and, in the event of an advance refunding, MLGW 
has received a verification of the sufficiency of funds held to discharge Revenue Obligations from an 
Independent Certified Public Accountant. 

MLGW may at any time surrender to the Bond Registrar for cancellation by it any Bonds previously 
authenticated and delivered under the Resolution which MLGW may have acquired in any manner 
whatsoever. All such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired. 

Release of Pledge 

If all Revenue Obligations and obligations secured by a lien on a category of Revenues have been 
paid or provision for payment thereof made pursuant to the Resolution and the related Supplemental 
Resolution, then at the option of MLGW, the terms and provisions of the Resolution relating solely to such 
category of Revenues may be determined as void and of no further force or effect; provided the other terms 
and provisions of the Resolution shall remain in effect until the election of MLGW, after payment or 
provision for payment of all Revenue Obligations and obligations secured by a lien created pursuant to the 
Resolution on any Revenues. 

Supplemental Resolutions 

Supplemental Resolutions Not Requiring Consent of Bondholders 

MLGW and the City, from time to time and at any time, subject to the conditions and restrictions in 
the Resolution, may adopt one or more Supplemental Resolutions which thereafter shall form a part of the 
Resolution, without the consent of or notice to Holders for any one or more or all of the following purposes: 

(a) to add to the covenants and agreements in the Resolution other covenants and agreements 
thereafter to be observed or to surrender, restrict, or limit any right or power reserved in the Resolution to or 
conferred upon MLGW or the City (including but not limited to the right to issue Additional Obligations); 

(b) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting, or 
supplementing any defective provision contained in the Resolution, or in regard to matters or questions 
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arising under the Resolution, as MLGW may deem necessary or desirable and not materially adverse to the 
interests of the Holders of related Senior Lien Revenue Obligations; 

(c) to subject to the lien and pledge of the Resolution additional revenues, receipts, properties, or 
other collateral; 

(d) to evidence the appointment of successors to any Paying Agent(s) or Bond Registrars); 

(e) to modify, amend, or supplement the Resolution in such manner as to permit the qualification of 
the Resolution under the Trust Indenture Act of 1939 or any federal statute hereinafter in effect, and similarly 
to add to the Resolution such other terms, conditions, and provisions as may be permitted or required by such 
Trust Indenture Act of 1939 or any similar federal statute; 

(f) to make any modification or amendment of the Resolution required in order to make any Revenue 
Obligations eligible for acceptance by DTC or any similar holding institution or to permit the issuance of any 
Revenue Obligations or interests therein in book-entry form; 

(g) to modify any of the provisions of the Resolution in any respect if such modification shall not 
become effective until after all the Outstanding Revenue Obligations immediately prior to the effective date 
of such Supplemental Resolution shall cease to be Outstanding and if any Revenue Obligations issued 
contemporaneously with or after the effective date of such Supplemental Resolution shall contain a specific 
reference to the modifications contained in such subsequent proceedings; 

(h) to modify the provisions of the Resolution with respect to the disposition of any moneys 
remaining in the Project Fund upon the completion of any Project or to revise, enlarge or reduce the definition 
or description of any particular Project; 

(i) to create additional subaccounts or to abolish any subaccounts within any account; 

(j) to modify the Resolution to permit the qualification of any Revenue Obligations for offer or sale 
under the securities laws of any state in the United States of America; 

(k) to modify the Resolution in connection with the issuance of Additional Obligations or 
Subordinate Lien Obligations permitted to be issued under the Resolution prior to such modification, and such 
modification may deal with any subjects and make any provisions relating to the Additional Obligations or 
Subordinate Lien Obligations which MLGW deems necessary or desirable for that purpose and not materially 
adverse to the interests of the Holders of related Senior Lien Revenue Obligations; 

(1) to make such modifications in the provisions of the Resolution as may be deemed necessary by 
MLGW to accommodate the issuance of Revenue Obligations which bear interest at a Variable Rate; 

(m) to make such modifications as are necessary to permit the combination of the System with the 
other utility systems operated by MLGW for purposes of collecting and accounting for revenues; or 

(n) to modify any of the provisions of the Resolution in any respect in a manner which MLGW 
deems necessary or desirable and not materially adverse to the interests of the Holders of related Senior Lien 
Revenue Obligations (other than a modification of the type described in the Resolution requiring the 
unanimous written consent of the holders); provided that for (1) any Outstanding Revenue Obligations which 
are assigned a Rating and which are not secured by a Credit Facility providing for the payment of the full 
amount of principal and interest to be paid thereon, each Rating Agency shall have given written notification 
to MLGW that such modification will not cause the then applicable Rating on any Revenue Obligations to be 
reduced or withdrawn, and (2) any Outstanding Revenue Obligations which are secured by Credit Facilities 
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providing for the payment of the full amount of the principal and interest to be paid thereon, each Credit 
Issuer shall have consented in writing to such modification. 

Any Supplemental Resolution authorized by the provisions of this Section may be adopted by 
MLGW and the City without the consent of or notice to the owners of any of the Revenue Obligations (except 
as otherwise set forth in such Supplemental Resolution) at the time Outstanding, notwithstanding any of the 
provisions of the Resolution described under “Supplemental Resolutions Requiring Consent of Holders of 
Revenue Obligations” below. Any such Supplemental Resolution may modify the provisions of the 
Resolution in such a manner, and to such extent and containing such provisions, as MLGW may deem 
necessary or desirable to effect any of the purposes stated above. As used in this Section, the term “modify” 
shall mean “modify, amend, or supplement” and the term “modification” shall mean “modification, 
amendment, or supplement.”  MLGW and the City may agree in any Supplemental Resolution authorizing 
Revenue Obligations not to exercise its right to modify the Resolution pursuant to any of the provisions above 
without the consent of a requisite number of holders of the Revenue Obligations being issued. 

The provisions of this Section and described under “Supplemental Resolutions Requiring Consent of 
Holders of Revenue Obligations below of the Resolution shall be interpreted by category of Revenues such 
that each provision of any Supplemental Resolution shall be reviewed for compliance with such sections upon 
its effect on the Revenue Obligations secured by the related category of Revenues and whether the consent of 
any holders, of a majority of holders of a certain category of Revenue Obligations or the consent of all such 
holders shall be determined with respect to each category of Revenues. Supplemental Resolutions may be 
adopted containing provisions which (A) do not require the consents of any holders, (B) require the consents 
of some but not all holders of Revenue Obligations related to a category of Revenues, (C) require the consents 
of some but not all holders of Revenue Obligations related to several categories of Revenues, (D) require the 
consents of all holders of Revenue Obligations related to a category of Revenues, (E) require the consents of 
all holders of Revenue Obligations, or (F) are covered in a combination of some or all of (A) through (E). 

Supplemental Resolutions Requiring Consent of Holders of Revenue Obligations 

Exclusive of Supplemental Resolutions covered under “Supplemental Resolutions Not Requiring 
Consent of Bondholders” above, with the consent (evidenced as provided in Article VIII of the Resolution) of 
the owners of not less than a majority in aggregate principal amount of the Outstanding Revenue Obligations 
of each affected class (senior and subordinate, as applicable), voting separately by affected class, of each 
series of Revenue Obligations related to an affected category of Revenues or related Revenue Obligations, 
MLGW and the City may from time to time and at any time adopt a Supplemental Resolution for the purpose 
of adding any provisions to or changing in any manner or eliminating any of the provisions of the Resolution 
or of any Supplemental Resolution; provided, however, that no such Supplemental Resolution shall: (a) 
extend the maturity date or due date of any mandatory sinking fund redemption with respect to any Revenue 
Obligations Outstanding under the Resolution; (b) reduce or extend the time for payment of principal of, 
redemption premium, or interest on any Revenue Obligations Outstanding under the Resolution; (c) reduce 
any premium payable upon the redemption of any Revenue Obligations under the Resolution or advance the 
date upon which any Revenue Obligations may first be called for redemption prior to its stated maturity date; 
(d) give to any Revenue Obligation or Revenue Obligations (or related Contracts) a preference over any other 
Revenue Obligation or Revenue Obligations (or related Contracts) not already permitted by the Resolution; 
(e) permit the creation of any lien or any other encumbrance on the Pledged Revenues having a lien equal to 
or prior to the lien created under the Resolution for the Senior Lien Revenue Obligations; (f) reduce the 
percentage of owners of Revenue Obligations required to approve any such Supplemental Resolution; or (g) 
deprive the owners of the Revenue Obligations of the right to payment of the Revenue Obligations or from 
the Pledged Revenues, without, in each case, the consent of the owners of all the Revenue Obligations then 
Outstanding of the category of Revenue Obligations affected thereby. No amendment may be made under this 
Section which affects the rights or duties of any Credit Issuer securing any of the Revenue Obligations or any 
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Qualified Hedge Provider under any Hedge Agreement without its written consent. The provisions of this 
paragraph shall be strictly construed such that Supplemental Resolutions requiring the consents of owners of 
Revenue Obligations shall be limited to those clearly falling within one of the enumerated categories. 

If MLGW intends to enter into or adopt any Supplemental Resolution as described in this Section, 
MLGW shall mail, by registered or certified mail, to the registered owners and/or holders of the Revenue 
Obligations at their addresses as shown on the Bond Register or as otherwise set forth in any Revenue 
Obligations, a notice of such intention along with a description of such Supplemental Resolution not less than 
30 days prior to the proposed effective date of such Supplemental Resolution.  The consents of the registered 
owners and/or holders of the Revenue Obligations need not approve the particular form of wording of the 
proposed Supplemental Resolution, but it shall be sufficient if such consents approve the substance thereof. 
Failure of the registered owner and/or holder of any Revenue Obligation to receive the notice required in the 
Resolution shall not affect the validity of any Supplemental Resolution if the required number of registered 
owners and/or holders of the Revenue Obligations of each class shall provide their written consent to such 
Supplemental Resolution.  In connection with the issuance of any Revenue Obligations, the underwriter of 
such Revenue Obligations shall be deemed to be the initial holder of such Revenue Obligations for all 
purposes under the Resolution, whether or not such Revenue Obligations are delivered in book-entry form 
through DTC or another securities depository, and the consent of such underwriter to any Supplemental 
Resolution shall be fully binding on all subsequent holders of such Revenue Obligations. 

Notwithstanding any provision of the Resolution to the contrary, upon the issuance of a Credit 
Facility to secure any Revenue Obligations and for the period in which such Credit Facility is outstanding, the 
Credit Issuer may have the consent rights of the owners of the Revenue Obligations which are secured by 
such Credit Facility pertaining to some or all of the amendments or modifications of the Resolution, to the 
extent provided in the applicable Supplemental Resolution. Notwithstanding the foregoing, if a Credit Issuer 
is granted the consent rights of the owners of any Revenue Obligations in a Supplemental Resolution and 
refuses to exercise such consent rights, either affirmatively or negatively, then the registered owners of the 
Revenue Obligations secured by the related Credit Facility may exercise such consent rights. 

Notice of Supplemental Resolutions 

MLGW shall cause the Bond Registrar to mail a notice by registered or certified mail to the registered 
owners of all Revenue Obligations Outstanding, at their addresses shown on the Bond Register or at such 
other address as has been furnished in writing by such registered owner to the Bond Registrar, or as otherwise 
set forth in any Revenue Obligation, setting forth in general terms the substance of any Supplemental 
Resolution which has been: (a) adopted by MLGW pursuant to the Resolution; or (b) approved by holders or 
any Credit Issuer and adopted by MLGW pursuant to the Resolution. 

Bond Opinion for Supplemental Resolutions 

Prior to the effectiveness of any Supplemental Resolution referred to and permitted or authorized by the 
Resolution, MLGW and the City shall secure an opinion from Bond Counsel stating that such 
Supplemental Resolution has been duly and lawfully adopted in accordance with the provisions of the 
Resolution, is authorized or permitted by the Resolution, and is valid and binding upon each of MLGW 
and the City in accordance with its terms.  So long as there are Tax-Exempt Obligations Outstanding, no 
Supplemental Resolution may become effective prior to the filing by MLGW of an opinion from Bond 
Counsel that such Supplemental Resolution will have no adverse effect on the tax status of any Tax-
Exempt Obligations and the adoption of such Supplemental Resolution was permitted by the terms of the 
Resolution. 
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$90,000,000 
CITY OF MEMPHIS, TENNESSEE 

ELECTRIC SYSTEM REVENUE BONDS, SERIES 2017 

CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate dated September 28, 2017 (this "Disclosure 
Certificate") is executed and delivered by the City of Memphis, Tennessee (the "City") and the 
Memphis Light, Gas and Water Division ("MLGW") in connection with the issuance of the City's 
Electric System Revenue Bonds, Series 2017 (the "Series 2017 Electric System Bonds").  The Series 
2017 Electric System Bonds are being issued pursuant to the Electric System Revenue Obligations 
Master Resolution adopted by the Board of Light, Gas and Water Commissioners (the "Board") of 
MLGW on June 20, 2002, and by the City Council (the "City Council") of the City on July 2, 2002, 
and as previously amended and supplemented (the "Master Electric System Resolution") and 
particularly as supplemented in respect of the Series 2017 Electric System Bonds by that certain 
Seventh Supplemental Resolution (the "Seventh Supplemental Resolution") adopted by the Board of 
MLGW on July 19, 2017, and by the City Council on August 22, 2017. The Master Electric System 
Resolution, as particularly supplemented by the Seventh Supplemental Resolution, is hereinafter 
referred to as the "Electric System Resolution". The City and MLGW covenant and agree as follows: 

1. Purpose.  This Disclosure Certificate is being executed and delivered by the City for the 
benefit of the Beneficial Owners of the Series 2017 Electric System Revenue Bonds and in order to 
assist the Underwriters in complying with the Rule. 

2. Definitions.  Capitalized terms used, but not otherwise defined, in this Disclosure 
Certificate shall have the meanings assigned thereto in the Electric System Resolution or the Official 
Statement, as applicable.  In addition to the terms defined elsewhere herein, the following capitalized 
terms shall have the following meanings for the purposes of this Disclosure Certificate: 

"Annual Report" shall mean any annual report provided by MLGW on behalf of the City 
pursuant to, and as described in Sections 3 and 4 of this Disclosure Certificate. 

"Audited Financial Statements" shall mean the financial statements (if any) of MLGW for 
the prior Fiscal Year, certified by an independent auditor and prepared in accordance with generally 
accepted accounting principles, as in effect from time to time, audited by an independent certified 
public accountant in accordance with auditing standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States. 

"Beneficial Owner" shall mean any beneficial owner of the Series 2017 Bonds.  Beneficial 
ownership is to be determined consistent with the definition thereof contained in Rule 13d-3 of the 
SEC, or, in the event such provisions do not adequately address the situation at hand (in the opinion 
of nationally recognized bond counsel), beneficial ownership is to be determined based upon 
ownership for federal income tax purposes. 

"Dissemination Agent" shall mean any dissemination agent appointed or engaged by the City 
to assist in carrying out its obligations under this Disclosure Certificate pursuant to Section 7 hereof. 
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"EMMA" shall mean the MSRB's Electronic Municipal Market Access system or any 
successor thereto. 

"Fiscal Year" shall mean any period of twelve consecutive months adopted by MLGW as its 
fiscal year for financial reporting purposes and shall initially mean the period beginning January 1 of 
each calendar year and ending December 31 of the same calendar year. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure 
Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board established pursuant to 
Section 15B(b)(1) of the Securities Exchange Act of 1934, as amended. 

"Obligated Person" means the City and any person who is either generally or through an 
enterprise, fund or account of such person committed by contract or other arrangement to support 
payment of all or part of the obligations on the Series 2017 Electric System Bonds (other than 
providers of municipal bond insurance, letters of credit or other liquidity facilities).  The City 
confirms that currently it is the only Obligated Person with respect to the Series 2017 Electric 
System Bonds. 

"Official Statement" shall mean the official statement, dated September 14, 2017 relating 
to the Series 2017 Electric System Bonds. 

"Repository" shall mean each entity authorized and approved by the SEC from time to time 
to act as a repository for purposes of complying with the Rule.  The Repositories currently approved 
by the SEC may be found by visiting the SEC's website at 
http://www.sec.gov/info/municipal/nrmsir.htm.  As of the date hereof, the only Repository 
recognized by the SEC for such purpose is the MSRB, which currently accepts continuing disclosure 
submissions through its EMMA web portal at http://emma.msrb.org. 

"Rule" shall mean Rule 15c2-12 of the SEC, promulgated pursuant to the Securities 
Exchange Act of 1934, as the same may be amended from time to time. 

"SEC" shall mean the U.S. Securities and Exchange Commission. 

"State" shall mean the State of Tennessee. 

"Underwriters" shall mean any of the original underwriters of the Series 2017 Electric 
System Bonds who are required to comply with the Rule in connection with the offering of the 
Series 2017 Electric System Bonds. 

3. Provision of Annual Report. 

(a) The City shall, or shall cause the Dissemination Agent to, provide a copy of the Annual 
Report to the Repository, in an electronic format as prescribed by the MSRB, not later than June 30th 
following the end of each Fiscal Year, commencing with the Fiscal Year ending December 31, 2017. 
 Not later than two (2) business days prior to the Annual Filing Date, the City shall provide the 
Annual Report to the Dissemination Agent, if any.  The Annual Report may be submitted as a single 
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document or as separate documents comprising a package and may cross-reference other information 
as provide in Section 4 of this Disclosure Certificate.  Notwithstanding, the Audited Financial 
Statements may be submitted separately from the balance of the Annual Report when such Audited 
Financial Statements are available.  In the event that the Audited Financial Statements are not 
included with the Annual Report but are expected to be submitted at a later date, the City or the 
Dissemination Agent shall include unaudited financial statements of MLGW in accordance with the 
provisions of Section 4(a)(i) herein.  The Audited Financial Statements, when available, shall be 
provided to the Repository. 

 
(b) If the City or the Dissemination Agent is unable to provide the Repository the Annual 

Report by the date required in subsection (a) above, the City or the Dissemination Agent shall send, 
in a timely manner, a notice to the Repository in electronic format as prescribed by the Repository, 
in substantially the form attached at Exhibit A hereto. 

(c) The City or the Dissemination Agent shall: 

(i) Determine each year prior to the date for providing the Annual Report the name 
and address of the Repository to which the Annual Report is to be filed; and 

(ii) File a report with the City certifying that the Annual Report has been provided 
pursuant to this Disclosure Certificate, stating the date on which it was provided to the 
Repository. 

4. Content of Annual Reports.  The Annual Report shall contain or incorporate by 
reference the following: 

(a) The following information relating to MLGW: 

(i) The Audited Financial Statements; provided, however, that if the Audited 
Financial Statements are not available by the time the Annual Report is required to be filed, 
the Annual Report shall contain unaudited financial statements of MLGW in a format similar 
to the Audited Financial Statements and the Audited Financial Statements shall be filed in 
the same manner as the Annual Report when they become available; 

(ii) If the accounting principles used by MLGW have changed during the previous 
Fiscal Year and such changes are material to MLGW, a narrative description of the impact of 
the change, as required by Section 8 of this Disclosure Certificate; 

(iii) A statement indicating that the Fiscal Year has not changed or, if the Fiscal 
Year has changed, a statement defining the new Fiscal Year; 

(iv) An update of the following operating data and financial information contained 
in “APPENDIX A – OPERATING INFORMATION PERTAINING TO THE 
ELECTRIC DIVISION” in the Official Statement:  
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(A) Historical usage information relating to the Electric System contained 
in the table entitled "Historical and Forecasted Electric System 
Use”;  

(B) The table entitled "Ten Largest Electric Customers”;  
(C) The tables entitled "Average Number of Electric Customers” and 

“Megawatt Hours of Electricity Sold”; 
(D) The table entitled "Historical Power and Energy Requirements”; 
(E) The table entitled "Historical Debt Service Coverage”; and 
(F) The tables entitled "Electric Division Statement of Revenues, 

Expenses and Changes in Net Position” and “Electric Division 
Selected Statement of Net Position Data”. 

(b) Any or all of the items listed above may be incorporated by specific reference to other 
documents, including official statements of debt issues by the City or related public entities which 
have been submitted to the Repository.  If the document incorporated by reference is a final official 
statement, it must be available from the MSRB.  The City will clearly identify each such document 
so incorporated by reference. 

5. Reporting of Notice Events. 

(a) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner not in 
excess of ten business days after the occurrence of the Listed Event, notice of the occurrence of any 
of the following Listed Events with respect to the Series 2017 Electric System Revenue Bonds: 

(i)  Principal and interest payment delinquencies; 

(ii)  Non-payment related defaults, if material; 

(iii) Unscheduled draws on any debt service reserves reflecting financial 
difficulties; 

(iv)  Unscheduled draws on any credit enhancements reflecting financial 
difficulties; 

(v)  Substitutions of credit or liquidity providers, or their failure to perform; 
(vi)  Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability, Notices of Proposed 
Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the Series 2017 
Electric System Bonds, or other material events affecting the tax 
status of the Series 2017 Electric System Bonds; 

(vii) Modifications to rights of holders of the Series 2017 Electric System 
Bonds, if material; 

(viii) Bond calls, if material, and tender offers; 
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(ix)  Defeasances; 

(x)  Release, substitution or sale of property securing repayment of the Series 
2017 Electric System Bonds, if material; 

(xi)  Rating changes; 

(xii) Bankruptcy, insolvency, receivership or similar event of the Obligated 
Person (of the type described in the Note to Paragraph 
(b)(5)(i)(C)(12) of the Rule); 

(xiii) The consummation of a merger, consolidation, or acquisition involving the 
Obligated Person or the sale of all or substantially all of the assets of 
the Obligated Person, other than in the ordinary course of business, 
the entry into a definitive agreement to undertake such an action or 
the termination of a definitive agreement relating to any such actions, 
other than pursuant to its terms, if material; and 

(xiv) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

(b) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner, notice of a 
failure of the Obligated Person to provide the Annual Report in accordance with the provisions of 
Section 3 of this Disclosure Certificate. 

6. Termination of Reporting Obligations.  The obligations of the City under this 
Disclosure Certificate shall terminate: (a) upon the defeasance, redemption or payment in full of all 
of the Series 2017 Electric System Bonds, in accordance with the Electric System Resolution, or (b) 
the delivery of an opinion of counsel expert in federal securities laws retained by the City or MLGW 
to the effect that continuing disclosure is no longer required under the Rule as to the Series 2017 
Electric System Bonds. 

7. Dissemination Agent.  The City may, from time to time, appoint or engage a 
dissemination agent to assist it in carrying out its obligations under this Disclosure Certificate, and 
may discharge any such dissemination agent, with or without appointing a successor dissemination 
agent. 

8. Amendment; Waiver. 

(a) Notwithstanding any other provision of this Disclosure Certificate, the City may amend 
this Disclosure Certificate and any provision of this Disclosure Certificate may be waived, if: 

(i) Such amendment or waiver is made in connection with a change in circumstances 
that arises from a change in legal requirements, change in law, or change in the identity, 
nature, or status of the Obligated Person with respect to the Series 2017 Electric System 
Bonds or the type of business conducted by the Electric Division; 
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(ii)  Such amendment or waiver does not materially impair the interests of the 
Beneficial Owners of the Series 2017 Electric System Bonds, as determined either by an 
unqualified opinion of nationally recognized bond counsel filed with the City or by the 
approving vote of the Holders of more than 50% in aggregate principal amount of the Series 
2017 Electric System Bonds Outstanding at the time of the amendment; and 

(iii) Such amendment or waiver is supported by an opinion of counsel expert in 
federal securities laws, to the effect that such amendment or waiver would not, in and of 
itself, cause the undertakings herein to violate the Rule if such amendment or waiver had 
been effective on the date hereof but taking into account any subsequent change in or official 
interpretation of the Rule, as well as any change in circumstances. 

(b) If any provision of Section 4 hereof is amended or waived, the first Annual Report 
containing any amended, or omitting any waived, operating data or financial information shall 
explain, in narrative form, the reasons for the amendment or waiver and the impact of the change in 
the type of operating data or financial information being provided. 

(c) If the provisions of this Disclosure Certificate specifying the accounting principles to be 
followed in preparing the Audited Financial Statements are amended or waived, the Annual Report 
for the year in which the change is made shall present a comparison between the financial statements 
or information prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.  The comparison should include a qualitative discussion of 
the differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial information, in order to provide information to investors to 
enable them to evaluate the ability of the City to meet its obligations.  To the extent reasonably 
feasible, the comparison shall also be quantitative.  The City or MLGW shall file a notice of the 
change in the accounting principles with the Repository on or before the effective date of any such 
amendment or waiver. 

9. Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the City or MLGW from disseminating any other information, using the means of 
dissemination set forth herein or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that 
which is required by this Disclosure Certificate.  If the City or MLGW chooses to include any 
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which 
is specifically required by this Disclosure Certificate, the City or MLGW shall not have any 
obligation hereunder to update such information or include it in any future Annual Report or notice 
of occurrence of a Listed Event. 

10. Default.  In the event of a failure of the City to comply with any of its obligations under 
any provision of this Disclosure Certificate, any holder, owner or Beneficial Owner of the Series 
2017 Electric System Bonds may take such actions as may be necessary and appropriate, including 
seeking mandate or specific performance by court order, to cause the City to comply with its 
obligations under this Disclosure Certificate.  A default under this Disclosure Certificate shall not be 
deemed an event of default under the Electric System Resolution and the sole remedy under this 
Disclosure Certificate in the event of any failure of the City to comply with this Disclosure 
Certificate shall be an action to compel performance. 
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11. Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the City, the 
Underwriters and all Beneficial Owners from time to time of the Series 2017 Electric System Bonds 
and shall create no rights in any other person or entity. 

12. Obligated Persons.  Any change in Obligated Persons shall be reported by the City or 
MLGW in connection with the Annual Report.  If any person other than the City becomes an 
Obligated Person relating to the Series 2017 Electric System Bonds, the City shall use its reasonable 
best efforts to require such Obligated Person to comply with all provisions of the Rule applicable to 
such Obligated Person; provided, however, the City takes no responsibility for the accuracy or 
completeness of any financial information or operating data or other filings by any future Obligated 
Person. 

13. Identifying Information.  In accordance with the Rule, all disclosure filings submitted 
to the Repository pursuant to this Disclosure Certificate must be accompanied by identifying 
information as prescribed by the Repository. 

14. Severability.  In case any part of this Disclosure Certificate is held to be illegal or 
invalid, such illegality or invalidity shall not affect the remainder or any other section of this 
Disclosure Certificate, nor shall the illegality or invalidity of any application of this Disclosure 
Certificate affect any legal and valid application.  This Disclosure Certificate shall be construed or 
enforced as if such illegal or invalid portion were not contained herein. 

15. Counterparts.  This Disclosure Certificate may be executed in several counterparts, each 
of which shall be an original and all of which shall constitute but one and the same instrument. 

16. Governing Law.  This Disclosure Certificate shall be governed by and construed in 
accordance with the internal laws of the State (without regard to conflict of law principles thereof), 
provided that, to the extent this Disclosure Certificate addresses matters of federal securities laws, 
including the Rule, this Disclosure Certificate shall be construed in accordance with such federal 
securities laws and official interpretations thereof. 
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SIGNATURE PAGE FOR 
CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, the City has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

CITY OF MEMPHIS, TENNESSEE 
 
 
 
By:  
Name:  
Title:  
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SIGNATURE PAGE FOR 
CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, MLGW has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  
Title:  
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EXHIBIT A 

NOTICE OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: City of Memphis, Tennessee 

Name of Bond Issue: $90,000,000 City of Memphis, Tennessee Electric System Revenue 
Bonds, Series 2017 

Date of Issuance: September 28, 2017 

NOTICE IS HEREBY GIVEN that the City of Memphis, Tennessee (the "City") has not 
provided the Annual Report with respect to the above-named bonds as required by the Continuing 
Disclosure Certificate dated [_______, 2017].  The City expects that the Annual Report will be filed 
by _____________________________________. 

Dated: __________________ 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  

                                                                    Title: ___________________________________ 
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$40,000,000 
CITY OF MEMPHIS, TENNESSEE 

GAS SYSTEM REVENUE BONDS, SERIES 2017 

CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate dated September 28, 2017 (this "Disclosure 
Certificate") is executed and delivered by the City of Memphis, Tennessee (the "City") and the 
Memphis Light, Gas and Water Division ("MLGW") in connection with the issuance of the City's 
Gas System Revenue Bonds, Series 2017 (the "Series 2017 Gas System Bonds"). The Series 2017 
Gas System Bonds are being issued pursuant to the Gas System Revenue Obligations Master 
Resolution adopted by the Board of Light, Gas and Water Commissioners (the "Board") of the 
Division on June 1, 2016, and by the City Council (the "City Council") of the City on July 5, 2016 
(the "Master Gas System Resolution") and particularly as supplemented in respect of the Series 2017 
Gas System Bonds by that certain Second Supplemental Resolution (the "Second Supplemental 
Resolution") adopted by the Board of MLGW on July 19, 2017, and by the City Council on August 
22, 2017. The Master Gas System Resolution, as particularly supplemented by the Second 
Supplemental Resolution, is hereinafter referred to as the "Gas System Resolution". The City and 
MLGW covenant and agree as follows: 

1. Purpose.  This Disclosure Certificate is being executed and delivered by the City for the 
benefit of the Beneficial Owners of the Series 2017 Gas System Revenue Bonds and in order to 
assist the Underwriters in complying with the Rule. 

2. Definitions.  Capitalized terms used, but not otherwise defined, in this Disclosure 
Certificate shall have the meanings assigned thereto in the Gas System Resolution or the Official 
Statement, as applicable.  In addition to the terms defined elsewhere herein, the following capitalized 
terms shall have the following meanings for the purposes of this Disclosure Certificate: 

"Annual Report" shall mean any annual report provided by MLGW on behalf of the City 
pursuant to, and as described in Sections 3 and 4 of this Disclosure Certificate. 

"Audited Financial Statements" shall mean the financial statements (if any) of MLGW for 
the prior Fiscal Year, certified by an independent auditor and prepared in accordance with generally 
accepted accounting principles, as in effect from time to time, audited by an independent certified 
public accountant in accordance with auditing standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States. 

"Beneficial Owner" shall mean any beneficial owner of the Series 2017 Bonds.  Beneficial 
ownership is to be determined consistent with the definition thereof contained in Rule 13d-3 of the 
SEC, or, in the event such provisions do not adequately address the situation at hand (in the opinion 
of nationally recognized bond counsel), beneficial ownership is to be determined based upon 
ownership for federal income tax purposes. 

"Dissemination Agent" shall mean any dissemination agent appointed or engaged by the City 
to assist in carrying out its obligations under this Disclosure Certificate pursuant to Section 7 hereof. 
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"EMMA" shall mean the MSRB's Electronic Municipal Market Access system or any 
successor thereto. 

"Fiscal Year" shall mean any period of twelve consecutive months adopted by MLGW as its 
fiscal year for financial reporting purposes and shall initially mean the period beginning January 1 of 
each calendar year and ending December 31 of the same calendar year. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure 
Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board established pursuant to 
Section 15B(b)(1) of the Securities Exchange Act of 1934, as amended. 

"Obligated Person" means the City and any person who is either generally or through an 
enterprise, fund or account of such person committed by contract or other arrangement to support 
payment of all or part of the obligations on the Series 2017 Gas System Bonds (other than providers 
of municipal bond insurance, letters of credit or other liquidity facilities).  The City confirms that 
currently it is the only Obligated Person with respect to the Series 2017 Gas System Bonds. 

"Official Statement" shall mean the official statement, dated September 14, 2017 relating 
to the Series 2017 Gas System Bonds. 

"Repository" shall mean each entity authorized and approved by the SEC from time to time 
to act as a repository for purposes of complying with the Rule.  The Repositories currently approved 
by the SEC may be found by visiting the SEC's website at 
http://www.sec.gov/info/municipal/nrmsir.htm.  As of the date hereof, the only Repository 
recognized by the SEC for such purpose is the MSRB, which currently accepts continuing disclosure 
submissions through its EMMA web portal at http://emma.msrb.org. 

"Rule" shall mean Rule 15c2-12 of the SEC, promulgated pursuant to the Securities 
Exchange Act of 1934, as the same may be amended from time to time. 

"SEC" shall mean the U.S. Securities and Exchange Commission. 

"State" shall mean the State of Tennessee. 

"Underwriters" shall mean any of the original underwriters of the Series 2017 Gas System 
Bonds who are required to comply with the Rule in connection with the offering of the Series 2017 
Gas System Bonds. 

3. Provision of Annual Report. 

(a) The City shall, or shall cause the Dissemination Agent to, provide a copy of the Annual 
Report to the Repository, in an electronic format as prescribed by the MSRB, not later than June 30th 
following the end of each Fiscal Year, commencing with the Fiscal Year ending December 31, 2017. 
 Not later than two (2) business days prior to the Annual Filing Date, the City shall provide the 
Annual Report to the Dissemination Agent, if any.  The Annual Report may be submitted as a single 
document or as separate documents comprising a package and may cross-reference other information 
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as provide in Section 4 of this Disclosure Certificate.  Notwithstanding, the Audited Financial 
Statements may be submitted separately from the balance of the Annual Report when such Audited 
Financial Statements are available.  In the event that the Audited Financial Statements are not 
included with the Annual Report but are expected to be submitted at a later date, the City or the 
Dissemination Agent shall include unaudited financial statements of MLGW in accordance with the 
provisions of Section 4(a)(i) herein.  The Audited Financial Statements, when available, shall be 
provided to the Repository. 

(b) If the City or the Dissemination Agent is unable to provide the Repository the Annual 
Report by the date required in subsection (a) above, the City or the Dissemination Agent shall send, 
in a timely manner, a notice to the Repository in electronic format as prescribed by the Repository, 
in substantially the form attached at Exhibit A hereto. 

(c) The City or the Dissemination Agent shall: 

(i) Determine each year prior to the date for providing the Annual Report the name 
and address of the Repository to which the Annual Report is to be filed; and 

(ii) File a report with the City certifying that the Annual Report has been provided 
pursuant to this Disclosure Certificate, stating the date on which it was provided to the 
Repository. 

4. Content of Annual Reports.  The Annual Report shall contain or incorporate by 
reference the following: 

(a) The following information relating to MLGW: 

(i) The Audited Financial Statements; provided, however, that if the Audited 
Financial Statements are not available by the time the Annual Report is required to be filed, 
the Annual Report shall contain unaudited financial statements of MLGW in a format similar 
to the Audited Financial Statements and the Audited Financial Statements shall be filed in 
the same manner as the Annual Report when they become available; 

(ii)  If the accounting principles used by MLGW have changed during the previous 
Fiscal Year and such changes are material to MLGW, a narrative description of the impact of 
the change, as required by Section 8 of this Disclosure Certificate; 

(iii)  A statement indicating that the Fiscal Year has not changed or, if the Fiscal Year 
has changed, a statement defining the new Fiscal Year; 

(iv)  An update of the following operating data and financial information 
contained in “APPENDIX B – OPERATING INFORMATION PERTAINING TO THE 
GAS DIVISION” in the Official Statement: 
 

(A) Historical usage information relating to the Gas System contained in 
the table entitled "Historical and Forecasted Gas System Use”; 
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(B) The table entitled "Ten Largest Gas System Customers”; 
(C) The table entitled "Ten Largest Transport Gas System Customers”; 
(D) The table entitled "Thousands of Cubic Feet of Gas Sold”; 
(E) The table entitled “Average Number of Gas Customers”;  
(F) The table entitled "Historical Gas Demand and Sales Requirements”; 
(G) Historical debt service coverage information to be presented annually 

showing “Historical Gas Division Debt Service Coverage”; 
(H) The table entitled "Gas Division Statement of Revenues, Expenses and 

Changes in Net Position”; and 
(I) The table entitled "Gas Division Selected Statement of Net Position 

Data”. 
 

(b) Any or all of the items listed above may be incorporated by specific reference to other 
documents, including official statements of debt issues by the City or related public entities which 
have been submitted to the Repository.  If the document incorporated by reference is a final official 
statement, it must be available from the MSRB.  The City will clearly identify each such document 
so incorporated by reference. 

5. Reporting of Notice Events. 

(a) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner not in 
excess of ten business days after the occurrence of the Listed Event, notice of the occurrence of any 
of the following Listed Events with respect to the Series 2017 Gas System Revenue Bonds: 

(i)  Principal and interest payment delinquencies; 

(ii)  Non-payment related defaults, if material; 

(iii) Unscheduled draws on any debt service reserves reflecting financial 
difficulties; 

(iv)  Unscheduled draws on any credit enhancements reflecting financial 
difficulties; 

(v)  Substitutions of credit or liquidity providers, or their failure to perform; 
(vi)  Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability, Notices of Proposed 
Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the Series 2017 Gas 
System Bonds, or other material events affecting the tax status of the 
Series 2017 Gas System Bonds; 

(vii) Modifications to rights of holders of the Series 2017 Gas System Bonds, if 
material; 
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(viii) Bond calls, if material, and tender offers; 
(ix)  Defeasances; 

(x)  Release, substitution or sale of property securing repayment of the Series 
2017 Gas System Bonds, if material; 

(xi)  Rating changes; 

(xii) Bankruptcy, insolvency, receivership or similar event of the Obligated 
Person (of the type described in the Note to Paragraph 
(b)(5)(i)(C)(12) of the Rule); 

(xiii) The consummation of a merger, consolidation, or acquisition involving the 
Obligated Person or the sale of all or substantially all of the assets of 
the Obligated Person, other than in the ordinary course of business, 
the entry into a definitive agreement to undertake such an action or 
the termination of a definitive agreement relating to any such actions, 
other than pursuant to its terms, if material; and 

(xiv) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

(b) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner, notice of a 
failure of the Obligated Person to provide the Annual Report in accordance with the provisions of 
Section 3 of this Disclosure Certificate. 

6. Termination of Reporting Obligations.  The obligations of the City under this 
Disclosure Certificate shall terminate: (a) upon the defeasance, redemption or payment in full of all 
of the Series 2017 Gas System Bonds, in accordance with the Gas System Resolution, or (b) the 
delivery of an opinion of counsel expert in federal securities laws retained by the City or MLGW to 
the effect that continuing disclosure is no longer required under the Rule as to the Series 2017 Gas 
System Bonds. 

7. Dissemination Agent.  The City may, from time to time, appoint or engage a 
dissemination agent to assist it in carrying out its obligations under this Disclosure Certificate, and 
may discharge any such dissemination agent, with or without appointing a successor dissemination 
agent. 

8. Amendment; Waiver. 

(a) Notwithstanding any other provision of this Disclosure Certificate, the City may amend 
this Disclosure Certificate and any provision of this Disclosure Certificate may be waived, if: 

(i) Such amendment or waiver is made in connection with a change in circumstances 
that arises from a change in legal requirements, change in law, or change in the identity, 
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nature, or status of the Obligated Person with respect to the Series 2017 Gas System Bonds 
or the type of business conducted by the Gas Division; 

(ii) Such amendment or waiver does not materially impair the interests of the 
Beneficial Owners of the Series 2017 Gas System Bonds, as determined either by an 
unqualified opinion of nationally recognized bond counsel filed with the City or by the 
approving vote of the Holders of more than 50% in aggregate principal amount of the Series 
2017 Gas System Bonds Outstanding at the time of the amendment; and 

(iii) Such amendment or waiver is supported by an opinion of counsel expert in 
federal securities laws, to the effect that such amendment or waiver would not, in and of 
itself, cause the undertakings herein to violate the Rule if such amendment or waiver had 
been effective on the date hereof but taking into account any subsequent change in or official 
interpretation of the Rule, as well as any change in circumstances. 

(b) If any provision of Section 4 hereof is amended or waived, the first Annual Report 
containing any amended, or omitting any waived, operating data or financial information shall 
explain, in narrative form, the reasons for the amendment or waiver and the impact of the change in 
the type of operating data or financial information being provided. 

(c) If the provisions of this Disclosure Certificate specifying the accounting principles to be 
followed in preparing the Audited Financial Statements are amended or waived, the Annual Report 
for the year in which the change is made shall present a comparison between the financial statements 
or information prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.  The comparison should include a qualitative discussion of 
the differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial information, in order to provide information to investors to 
enable them to evaluate the ability of the City to meet its obligations.  To the extent reasonably 
feasible, the comparison shall also be quantitative.  The City or MLGW shall file a notice of the 
change in the accounting principles with the Repository on or before the effective date of any such 
amendment or waiver. 

9. Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the City or MLGW from disseminating any other information, using the means of 
dissemination set forth herein or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that 
which is required by this Disclosure Certificate.  If the City or MLGW chooses to include any 
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which 
is specifically required by this Disclosure Certificate, the City or MLGW shall not have any 
obligation hereunder to update such information or include it in any future Annual Report or notice 
of occurrence of a Listed Event. 

10. Default.  In the event of a failure of the City to comply with any of its obligations under 
any provision of this Disclosure Certificate, any holder, owner or Beneficial Owner of the Series 
2017 Gas System Bonds may take such actions as may be necessary and appropriate, including 
seeking mandate or specific performance by court order, to cause the City to comply with its 
obligations under this Disclosure Certificate.  A default under this Disclosure Certificate shall not be 
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deemed an event of default under the Gas System Resolution and the sole remedy under this 
Disclosure Certificate in the event of any failure of the City to comply with this Disclosure 
Certificate shall be an action to compel performance. 

11. Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the City, the 
Underwriters and all Beneficial Owners from time to time of the Series 2017 Gas System Bonds and 
shall create no rights in any other person or entity. 

12. Obligated Persons.  Any change in Obligated Persons shall be reported by the City or 
MLGW in connection with the Annual Report.  If any person other than the City becomes an 
Obligated Person relating to the Series 2017 Gas System Bonds, the City shall use its reasonable 
best efforts to require such Obligated Person to comply with all provisions of the Rule applicable to 
such Obligated Person; provided, however, the City takes no responsibility for the accuracy or 
completeness of any financial information or operating data or other filings by any future Obligated 
Person. 

13. Identifying Information.  In accordance with the Rule, all disclosure filings submitted 
to the Repository pursuant to this Disclosure Certificate must be accompanied by identifying 
information as prescribed by the Repository. 

14. Severability.  In case any part of this Disclosure Certificate is held to be illegal or 
invalid, such illegality or invalidity shall not affect the remainder or any other section of this 
Disclosure Certificate, nor shall the illegality or invalidity of any application of this Disclosure 
Certificate affect any legal and valid application.  This Disclosure Certificate shall be construed or 
enforced as if such illegal or invalid portion were not contained herein. 

15. Counterparts.  This Disclosure Certificate may be executed in several counterparts, each 
of which shall be an original and all of which shall constitute but one and the same instrument. 

16. Governing Law.  This Disclosure Certificate shall be governed by and construed in 
accordance with the internal laws of the State (without regard to conflict of law principles thereof), 
provided that, to the extent this Disclosure Certificate addresses matters of federal securities laws, 
including the Rule, this Disclosure Certificate shall be construed in accordance with such federal 
securities laws and official interpretations thereof. 
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SIGNATURE PAGE FOR 
CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, the City has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

CITY OF MEMPHIS, TENNESSEE 
 
 
 
By:  
Name:  
Title:  
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SIGNATURE PAGE FOR 
CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, MLGW has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  
Title:  
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EXHIBIT A 

NOTICE OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: City of Memphis, Tennessee 

Name of Bond Issue: $40,000,000 City of Memphis, Tennessee Gas System Revenue 
Bonds, Series 2017 

Date of Issuance: September 28, 2017 

NOTICE IS HEREBY GIVEN that the City of Memphis, Tennessee (the "City") has not 
provided the Annual Report with respect to the above-named bonds as required by the Continuing 
Disclosure Certificate dated [_______, 2017].  The City expects that the Annual Report will be filed 
by _____________________________________. 

Dated: __________________ 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  
Title: 
_________________________________________ 
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$25,000,000 

CITY OF MEMPHIS, TENNESSEE 
WATER SYSTEM REVENUE BONDS, SERIES 2017 

CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate dated September 28, 2017 (this "Disclosure 
Certificate") is executed and delivered by the City of Memphis, Tennessee (the "City") and the 
Memphis Light, Gas and Water Division ("MLGW") in connection with the issuance of the City's 
Water System Revenue Bonds, Series 2017 (the "Series 2017 Water System Bonds").  The Series 
2017 Water System Bonds are being issued pursuant to the Water System Revenue Obligations 
Master Resolution adopted by the Board of Light, Gas and Water Commissioners (the "Board") of 
MLGW on December 5, 2013, and by the City Council (the "City Council") of the City on 
December 17, 2013, and as previously amended and supplemented (the "Master Water System 
Resolution") and particularly as supplemented in respect of the Series 2017 Water System Bonds by 
that certain Third Supplemental Resolution (the "Third Supplemental Resolution") adopted by the 
Board of MLGW on July 19, 2017, and by the City Council on August 22, 2017.  The Master Water 
System Resolution, as particularly supplemented by the Third Supplemental Resolution, is 
hereinafter referred to as the "Water System Resolution".  The City and MLGW covenant and agree 
as follows: 

1. Purpose.  This Disclosure Certificate is being executed and delivered by the City for the 
benefit of the Beneficial Owners of the Series 2017 Water System Revenue Bonds and in order to 
assist the Underwriters in complying with the Rule. 

2. Definitions.  Capitalized terms used, but not otherwise defined, in this Disclosure 
Certificate shall have the meanings assigned thereto in the Water System Resolution or the Official 
Statement, as applicable.  In addition to the terms defined elsewhere herein, the following capitalized 
terms shall have the following meanings for the purposes of this Disclosure Certificate: 

"Annual Report" shall mean any annual report provided by MLGW on behalf of the City 
pursuant to, and as described in Sections 3 and 4 of this Disclosure Certificate. 

"Audited Financial Statements" shall mean the financial statements (if any) of MLGW for 
the prior Fiscal Year, certified by an independent auditor and prepared in accordance with generally 
accepted accounting principles, as in effect from time to time, audited by an independent certified 
public accountant in accordance with auditing standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States. 

"Beneficial Owner" shall mean any beneficial owner of the Series 2017 Bonds.  Beneficial 
ownership is to be determined consistent with the definition thereof contained in Rule 13d-3 of the 
SEC, or, in the event such provisions do not adequately address the situation at hand (in the opinion 
of nationally recognized bond counsel), beneficial ownership is to be determined based upon 
ownership for federal income tax purposes. 
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"Dissemination Agent" shall mean any dissemination agent appointed or engaged by the City 
to assist in carrying out its obligations under this Disclosure Certificate pursuant to Section 7 hereof. 

"EMMA" shall mean the MSRB's Electronic Municipal Market Access system or any 
successor thereto. 

"Fiscal Year" shall mean any period of twelve consecutive months adopted by MLGW as its 
fiscal year for financial reporting purposes and shall initially mean the period beginning January 1 of 
each calendar year and ending December 31 of the same calendar year. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure 
Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board established pursuant to 
Section 15B(b)(1) of the Securities Exchange Act of 1934, as amended. 

"Obligated Person" means the City and any person who is either generally or through an 
enterprise, fund or account of such person committed by contract or other arrangement to support 
payment of all or part of the obligations on the Series 2017 Water System Bonds (other than 
providers of municipal bond insurance, letters of credit or other liquidity facilities).  The City 
confirms that currently it is the only Obligated Person with respect to the Series 2017 Water System 
Bonds. 

"Official Statement" shall mean the official statement, dated September 14, 2017 relating 
to the Series 2017 Water System Bonds. 

"Repository" shall mean each entity authorized and approved by the SEC from time to time 
to act as a repository for purposes of complying with the Rule.  The Repositories currently approved 
by the SEC may be found by visiting the SEC's website at 
http://www.sec.gov/info/municipal/nrmsir.htm.  As of the date hereof, the only Repository 
recognized by the SEC for such purpose is the MSRB, which currently accepts continuing disclosure 
submissions through its EMMA web portal at http://emma.msrb.org. 

"Rule" shall mean Rule 15c2-12 of the SEC, promulgated pursuant to the Securities 
Exchange Act of 1934, as the same may be amended from time to time. 

"SEC" shall mean the U.S. Securities and Exchange Commission. 

"State" shall mean the State of Tennessee. 

"Underwriters" shall mean any of the original underwriters of the Series 2017 Water System 
Bonds who are required to comply with the Rule in connection with the offering of the Series 2017 
Water System Bonds. 

3. Provision of Annual Report. 

(a) The City shall, or shall cause the Dissemination Agent to, provide a copy of the Annual 
Report to the Repository, in an electronic format as prescribed by the MSRB, not later than June 30th 
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following the end of each Fiscal Year, commencing with the Fiscal Year ending December 31, 2017. 
 Not later than two (2) business days prior to the Annual Filing Date, the City shall provide the 
Annual Report to the Dissemination Agent, if any. The Annual Report may be submitted as a single 
document or as separate documents comprising a package and may cross-reference other information 
as provide in Section 4 of this Disclosure Certificate.  Notwithstanding, the Audited Financial 
Statements may be submitted separately from the balance of the Annual Report when such Audited 
Financial Statements are available.  In the event that the Audited Financial Statements are not 
included with the Annual Report but are expected to be submitted at a later date, the City or the 
Dissemination Agent shall include unaudited financial statements of MLGW in accordance with the 
provisions of Section 4(a)(i) herein. The Audited Financial Statements, when available, shall be 
provided to the Repository. 

(b) If the City or the Dissemination Agent is unable to provide the Repository the Annual 
Report by the date required in subsection (a) above, the City or the Dissemination Agent shall send, 
in a timely manner, a notice to the Repository in electronic format as prescribed by the Repository, 
in substantially the form attached at Exhibit A hereto. 

(c) The City or the Dissemination Agent shall: 

(i) Determine each year prior to the date for providing the Annual Report the name 
and address of the Repository to which the Annual Report is to be filed; and 

(ii) File a report with the City certifying that the Annual Report has been provided 
pursuant to this Disclosure Certificate, stating the date on which it was provided to the 
Repository. 

4. Content of Annual Reports.  The Annual Report shall contain or incorporate by 
reference the following: 

(a) The following information relating to MLGW: 

(i) The Audited Financial Statements; provided, however, that if the Audited 
Financial Statements are not available by the time the Annual Report is required to be filed, 
the Annual Report shall contain unaudited financial statements of MLGW in a format similar 
to the Audited Financial Statements and the Audited Financial Statements shall be filed in 
the same manner as the Annual Report when they become available; 

(ii)  If the accounting principles used by MLGW have changed during the previous 
Fiscal Year and such changes are material to MLGW, a narrative description of the impact of 
the change, as required by Section 8 of this Disclosure Certificate; 

(iii)  A statement indicating that the Fiscal Year has not changed or, if the Fiscal 
Year has changed, a statement defining the new Fiscal Year; 

(iv)  An update of the following operating data and financial information 
contained in “APPENDIX C – OPERATING INFORMATION PERTAINING TO 
THE WATER DIVISION” in the Official Statement: 
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(A) Historical usage information relating to the Water System contained in 
the table entitled "Historical and Forecasted Water System Use”; 

(B) The tables entitled "Water Division Ten Largest Water Customers” 
and “Average Number of Water Customers”; 

(C) The table entitled "Hundred Cubic Feet of Water Sold”; 
(D) The table “Historical Pumpage Requirements”; 
(E) The table entitled "Historical Debt Service Coverage”; 
(F) The table entitled "Statement of Revenues, Expenses and Changes in 

Net Position”; and 
(G) The table entitled "Water Division Selected Statement of Net Position 

Data”. 
(b) Any or all of the items listed above may be incorporated by specific reference to other 

documents, including official statements of debt issues by the City or related public entities which 
have been submitted to the Repository.  If the document incorporated by reference is a final official 
statement, it must be available from the MSRB.  The City will clearly identify each such document 
so incorporated by reference. 

5. Reporting of Notice Events. 

(a) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner not in 
excess of ten business days after the occurrence of the Listed Event, notice of the occurrence of any 
of the following Listed Events with respect to the Series 2017 Water System Revenue Bonds: 

(i)  Principal and interest payment delinquencies; 

(ii)  Non-payment related defaults, if material; 

(iii) Unscheduled draws on any debt service reserves reflecting financial 
difficulties; 

(iv)  Unscheduled draws on any credit enhancements reflecting financial 
difficulties; 

(v)  Substitutions of credit or liquidity providers, or their failure to perform; 
(vi)  Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability, Notices of Proposed 
Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the Series 2017 Water 
System Bonds, or other material events affecting the tax status of the 
Series 2017 Water System Bonds; 

(vii) Modifications to rights of holders of the Series 2017 Water System Bonds, 
if material; 

(viii)  Bond calls, if material, and tender offers; 
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(ix)    Defeasances; 

(x)   Release, substitution or sale of property securing repayment of the Series 
2017 Water System Bonds, if material; 

(xi)  Rating changes; 

(xii) Bankruptcy, insolvency, receivership or similar event of the Obligated 
Person (of the type described in the Note to Paragraph 
(b)(5)(i)(C)(12) of the Rule); 

(xiii) The consummation of a merger, consolidation, or acquisition involving the 
Obligated Person or the sale of all or substantially all of the assets of 
the Obligated Person, other than in the ordinary course of business, 
the entry into a definitive agreement to undertake such an action or 
the termination of a definitive agreement relating to any such actions, 
other than pursuant to its terms, if material; and 

(xiv) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

(b) In accordance with the Rule, the City or the Dissemination Agent shall file with the 
Repository, in the appropriate format required by the Repository and in a timely manner, notice of a 
failure of the Obligated Person to provide the Annual Report in accordance with the provisions of 
Section 3 of this Disclosure Certificate. 

6. Termination of Reporting Obligations.  The obligations of the City under this 
Disclosure Certificate shall terminate: (a) upon the defeasance, redemption or payment in full of all 
of the Series 2017 Water System Bonds, in accordance with the Water System Resolution, or (b) the 
delivery of an opinion of counsel expert in federal securities laws retained by the City or MLGW to 
the effect that continuing disclosure is no longer required under the Rule as to the Series 2017 Water 
System Bonds. 

7. Dissemination Agent.  The City may, from time to time, appoint or engage a 
dissemination agent to assist it in carrying out its obligations under this Disclosure Certificate, and 
may discharge any such dissemination agent, with or without appointing a successor dissemination 
agent. 

8. Amendment; Waiver. 

(a) Notwithstanding any other provision of this Disclosure Certificate, the City may amend 
this Disclosure Certificate and any provision of this Disclosure Certificate may be waived, if: 

(i) Such amendment or waiver is made in connection with a change in circumstances 
that arises from a change in legal requirements, change in law, or change in the identity, 
nature, or status of the Obligated Person with respect to the Series 2017 Water System Bonds 
or the type of business conducted by the Water Division; 
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(ii) Such amendment or waiver does not materially impair the interests of the 
Beneficial Owners of the Series 2017 Water System Bonds, as determined either by an 
unqualified opinion of nationally recognized bond counsel filed with the City or by the 
approving vote of the Holders of more than 50% in aggregate principal amount of the Series 
2017 Water System Bonds Outstanding at the time of the amendment; and 

(iii) Such amendment or waiver is supported by an opinion of counsel expert in 
federal securities laws, to the effect that such amendment or waiver would not, in and of 
itself, cause the undertakings herein to violate the Rule if such amendment or waiver had 
been effective on the date hereof but taking into account any subsequent change in or official 
interpretation of the Rule, as well as any change in circumstances. 

(b) If any provision of Section 4 hereof is amended or waived, the first Annual Report 
containing any amended, or omitting any waived, operating data or financial information shall 
explain, in narrative form, the reasons for the amendment or waiver and the impact of the change in 
the type of operating data or financial information being provided. 

(c) If the provisions of this Disclosure Certificate specifying the accounting principles to be 
followed in preparing the Audited Financial Statements are amended or waived, the Annual Report 
for the year in which the change is made shall present a comparison between the financial statements 
or information prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.  The comparison should include a qualitative discussion of 
the differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial information, in order to provide information to investors to 
enable them to evaluate the ability of the City to meet its obligations.  To the extent reasonably 
feasible, the comparison shall also be quantitative.  The City or MLGW shall file a notice of the 
change in the accounting principles with the Repository on or before the effective date of any such 
amendment or waiver. 

9. Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the City or MLGW from disseminating any other information, using the means of 
dissemination set forth herein or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that 
which is required by this Disclosure Certificate.  If the City or MLGW chooses to include any 
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which 
is specifically required by this Disclosure Certificate, the City or MLGW shall not have any 
obligation hereunder to update such information or include it in any future Annual Report or notice 
of occurrence of a Listed Event. 

10. Default.  In the event of a failure of the City to comply with any of its obligations under 
any provision of this Disclosure Certificate, any holder, owner or Beneficial Owner of the Series 
2017 Water System Bonds may take such actions as may be necessary and appropriate, including 
seeking mandate or specific performance by court order, to cause the City to comply with its 
obligations under this Disclosure Certificate.  A default under this Disclosure Certificate shall not be 
deemed an event of default under the Water System Resolution and the sole remedy under this 
Disclosure Certificate in the event of any failure of the City to comply with this Disclosure 
Certificate shall be an action to compel performance. 
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11. Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the City, the 
Underwriters and all Beneficial Owners from time to time of the Series 2017 Water System Bonds 
and shall create no rights in any other person or entity. 

12. Obligated Persons.  Any change in Obligated Persons shall be reported by the City or 
MLGW in connection with the Annual Report.  If any person other than the City becomes an 
Obligated Person relating to the Series 2017 Water System Bonds, the City shall use its reasonable 
best efforts to require such Obligated Person to comply with all provisions of the Rule applicable to 
such Obligated Person; provided, however, the City takes no responsibility for the accuracy or 
completeness of any financial information or operating data or other filings by any future Obligated 
Person. 

13. Identifying Information.  In accordance with the Rule, all disclosure filings submitted 
to the Repository pursuant to this Disclosure Certificate must be accompanied by identifying 
information as prescribed by the Repository. 

14. Severability.  In case any part of this Disclosure Certificate is held to be illegal or 
invalid, such illegality or invalidity shall not affect the remainder or any other section of this 
Disclosure Certificate, nor shall the illegality or invalidity of any application of this Disclosure 
Certificate affect any legal and valid application.  This Disclosure Certificate shall be construed or 
enforced as if such illegal or invalid portion were not contained herein. 

15. Counterparts.  This Disclosure Certificate may be executed in several counterparts, each 
of which shall be an original and all of which shall constitute but one and the same instrument. 

16. Governing Law.  This Disclosure Certificate shall be governed by and construed in 
accordance with the internal laws of the State (without regard to conflict of law principles thereof), 
provided that, to the extent this Disclosure Certificate addresses matters of federal securities laws, 
including the Rule, this Disclosure Certificate shall be construed in accordance with such federal 
securities laws and official interpretations thereof. 

[SIGNATURE PAGES TO FOLLOW] 
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SIGNATURE PAGE FOR 
CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, the City has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

CITY OF MEMPHIS, TENNESSEE 
 
 
 
By:  
Name:  
Title:  
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SIGNATURE PAGE FOR 

CONTINUING DISCLOSURE CERTIFICATE 

IN WITNESS WHEREOF, MLGW has caused this Disclosure Certificate to be executed 
on its behalf by its authorized representative on the date first above written. 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  
Title:  
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EXHIBIT A 
NOTICE OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: City of Memphis, Tennessee 

Name of Bond Issue: $25,000,000 City of Memphis, Tennessee Water System Revenue 
Bonds, Series 2017 

Date of Issuance: September 28, 2017 

NOTICE IS HEREBY GIVEN that the City of Memphis, Tennessee (the "City") has not 
provided the Annual Report with respect to the above-named bonds as required by the Continuing 
Disclosure Certificate dated [_______, 2017].  The City expects that the Annual Report will be filed 
by _____________________________________. 

Dated:__________________ 

MEMPHIS LIGHT, GAS AND WATER 
DIVISION, on behalf of the City of Memphis, 
Tennessee 

By:  
Name:  
Title:  
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September ___, 2017 

City Council 
Memphis, Tennessee 38103 

Board of Light, Gas & Water 
Commissioners of the City of Memphis 
Memphis, Tennessee 38103 

$90,000,000 
City of Memphis, Tennessee 

Electric System Revenue Bonds 
Series 2017 

Ladies and Gentlemen: 

We have acted as co-bond counsel in connection with the issuance by the City of Memphis, 
Tennessee (the “City”), a municipal corporation of the State of Tennessee (the “State”), of the City of 
Memphis, Tennessee, Electric System Revenue Bonds, Series 2017, in the original aggregate principal 
amount of $90,000,000 (the “Series 2017 Bonds”).  In such capacity, we have examined:  (a) the Constitution 
and the statutes of the State, including specifically Title 7, Chapter 34, Tennessee Code Annotated, as 
amended (the “Act”); (b) the Charter of the City; (c) a certified copy of that certain Electric System Revenue 
Obligations Master Resolution adopted by the Council of the City (the “Council”) on July 2, 2002 (as 
supplemented and amended from time to time heretofore in accordance with its terms, the “Master 
Resolution”); (d) a certified copy of that certain Seventh Supplemental Resolution Relating to Electric System 
Revenue Bonds, Series 2017 adopted by the Council on August 22, 2017 (the “Seventh Supplemental 
“Resolution”); (e) the Bond Series Certificate relating to the Series 2017 Bonds (the “Bond Series 
Certificate”); and (f) such other laws, documents and proofs as we have deemed necessary as a basis for this 
opinion.  The Master Resolution as supplemented and amended from time to time, including as supplemented 
by the Seventh Supplemental Resolution and the Bond Series Certificate, being referred to herein as the 
“Resolution.”  Capitalized terms used, but not defined, herein shall have the meanings assigned thereto in the 
Resolution. 

The Series 2017 Bonds are being issued to provide moneys to finance certain Costs of acquisition, 
expansion and/or improvements to the electric system and facilities (the “System”) of the City operated by the 
Memphis Light, Gas and Water Division of the City (the “Division”), and to pay the costs of issuance and sale 
of the Series 2017 Bonds.  The Series 2017 Bonds constitute Senior Lien Revenue Obligations under the 
Resolution.  The City heretofore has issued certain other Revenue Obligations under the Resolution and the 
City reserves the right to issue Additional Obligations under the Resolution on the terms and conditions and 
for the purposes stated therein. 

For the purposes of this opinion letter, we have not made any independent investigation into any 
financial matters of the City, the Division or the System, and we have not prepared or investigated any 
financial information that has been or may be furnished to any purchaser of the Series 2017 Bonds.  
Accordingly, we express no opinion whatsoever herein as to the accuracy or completeness of any such 
financial information furnished in connection with the issuance and delivery of the Series 2017 Bonds. 

In rendering our opinions set forth below, we have (a) relied as to questions of fact material to our 
opinion, without undertaking to verify the same by independent investigation, upon certified proceedings, 
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certifications and representations of public officials, including representations of officials and representatives 
of the City and the Division, including, without limitation, representations as to the use and investment of the 
proceeds of the Series 2017 Bonds and the priority of the lien on the Pledged Revenues of the System created 
under the Resolution, and (b) assumed continuous compliance by each of the City and the Division of its 
covenants contained in the Resolution and documents related thereto, including, without limitation, covenants 
as to the use and investment of the proceeds of the Series 2017 Bonds. 

Each of the City and the Division has covenanted in the Resolution that it will not use any proceeds 
of the Series 2017 Bonds to acquire higher yielding investments or to replace funds which were used directly 
or indirectly to acquire higher yielding investments except as may be otherwise permitted by Section 148 of 
the Internal Revenue Code of 1986, as amended (the “Code,” and all applicable regulations promulgated 
under the Code, including any proposed or temporary regulations, are collectively referred to herein as the 
“Regulations”), that it will comply with the arbitrage rebate requirements of Section 148(f) of the Code and 
the Regulations, and that it will comply with all other applicable provisions of the Code and the Regulations 
with respect to the Series 2017 Bonds. 

Based on the foregoing, and subject to the qualifications contained herein, we are of the opinion that, 
on the date hereof: 

1. The City has the right and power under the Act to adopt the Resolution, and the Resolution has 
been duly and lawfully adopted by the Council of the City, is in full force and effect, is valid and binding 
upon the City and is enforceable in accordance with its terms, and no other authorization for the Resolution is 
required.  The Resolution creates the valid pledge which it purports to create for the benefit of the holders of 
the Series 2017 Bonds of the Pledged Revenues, subject only to the payment of the reasonable and necessary 
costs of operating, maintaining, repairing, and insuring the System.  We express no opinion as to the 
sufficiency of such revenues for the payment of principal of or interest on the Series 2017 Bonds, subject only 
to the provisions of the Seventh Supplemental Resolution permitting the application thereof for the purposes 
and on the terms and conditions set forth in the Seventh Supplemental Resolution. 

2. The City is duly authorized and entitled to issue the Series 2017 Bonds and the Series 2017 
Bonds have been duly and validly authorized and issued by the City in accordance with the Constitution and 
laws of the State, the Act and the Resolution, and constitute the valid and binding obligations of the City as 
provided in the Resolution, enforceable in accordance with their terms and the terms of the Resolution and 
entitled to the benefits of the Act and the Resolution.  The Series 2017 Bonds are special obligations of the 
City payable from and secured exclusively by a pledge of the Pledged Revenues, and neither the faith and 
credit nor the taxing power of the City is pledged to the payment of the principal of and premium, if any, or 
interest on the Series 2017 Bonds. 

3. Based on existing statutes, regulations, rulings and court decisions and assuming compliance by 
the City and the Division with the above-described covenants, interest on the Series 2017 Bonds is excludable 
from gross income for federal income tax purposes and is not an item of tax preference for purposes of 
calculating the federal alternative minimum tax imposed on individuals and corporations; provided, however, 
with respect to corporations (as defined for federal income tax purposes), such interest is taken into account in 
determining adjusted current earnings for the purpose of computing the federal alternative minimum income 
tax imposed on certain corporations.  The opinion set forth in the immediately preceding sentence assumes 
and is subject to the accuracy of the representations and certifications of the City and the Division and 
continuous compliance by the City and the Division with the covenants contained in the official proceedings 
related to the Series 2017 Bonds, including covenants to the effect that the City and the Division will comply 
with all requirements of the Code and the Regulations promulgated thereunder that must be satisfied 
subsequent to the issuance of the Series 2017 Bonds in order that interest thereon be, and continue to be, 
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excludable from gross income of the recipients thereof for federal income tax purposes.  Failure to comply 
with certain of such requirements may cause interest on the Series 2017 Bonds to be includable in gross 
income for federal income tax purposes retroactive to the date of the issuance of the Series 2017 Bonds. 

4. Under existing law, the Series 2017 Bonds and the income therefrom are exempt from all present 
State, county and municipal taxes in the State except (a) inheritance, transfer and estate taxes, (b) Tennessee 
excise taxes on all or a portion of the interest on the Series 2017 Bonds during the period the Series 2017 
Bonds are held or beneficially owned by any organization or entity, other than a sole proprietorship or general 
partnership, doing business in the State, and (c) Tennessee franchise taxes by reason of the inclusion of the 
book value of the Series 2017 Bonds in the Tennessee franchise tax base of any organization or entity, other 
than a sole proprietorship or general partnership, doing business in the State. 

We express no opinion regarding other federal or state tax consequences arising with respect to the 
Series 2017 Bonds or any other matter with respect to the Series 2017 Bonds except as set forth herein.  
Ownership of the Series 2017 Bonds may result in other collateral federal or state income tax consequences to 
certain taxpayers depending on the particular taxpayer’s tax status and other items of income or deduction.  
We express no opinion regarding any federal or state collateral tax consequences related to the Series 2017 
Bonds. 

The rights of the owners of the Series 2017 Bonds and the enforceability of the Series 2017 Bonds 
and the Resolution may be subject to bankruptcy, insolvency, reorganization, moratorium and other similar 
laws affecting the enforcement of creditors’ rights generally and principles of equity applicable to the 
availability of specific performance and other equitable relief.   

In rendering this opinion letter, we have not considered the laws of any jurisdiction other than the 
laws of the State and the federal income tax laws of the United States of America, and we are not rendering 
any opinion, by implication or otherwise, regarding the laws of any jurisdiction other than the laws of the 
State and such federal income tax laws. 

This opinion letter is an expression of professional judgment regarding the matters expressly 
addressed herein.  It is neither a guarantee of result nor an insurance policy with respect to the transaction or 
the future actions or performance of any party or entity.  Our services have not included any financial or other 
non-legal advice.  We express no opinion other than as herein expressly stated in this letter, and no expansion 
of our opinion may be made by implication or otherwise.  The opinions herein are given as of the date hereof 
and are based upon statutes, regulations, rulings and court decisions in effect on the date hereof and not as of 
any future date. We assume no responsibility to update or supplement this opinion to reflect any facts or 
circumstances that may hereafter come to our attention or any changes in law that may occur hereafter. 

Sincerely, 
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September ___, 2017 

City Council 
Memphis, Tennessee 38103 

Board of Light, Gas & Water 
Commissioners of the City of Memphis 
Memphis, Tennessee 38103 

$40,000,000 
City of Memphis, Tennessee 
Gas System Revenue Bonds 

Series 2017 

Ladies and Gentlemen: 

We have acted as co-bond counsel in connection with the issuance by the City of Memphis, 
Tennessee (the “City”), a municipal corporation of the State of Tennessee (the “State”), of the City of 
Memphis, Tennessee, Gas System Revenue Bonds, Series 2017, in the original aggregate principal amount of 
$40,000,000 (the “Series 2017 Bonds”).  In such capacity, we have examined:  (a) the Constitution and the 
statutes of the State, including specifically Title 7, Chapter 34, Tennessee Code Annotated, as amended (the 
“Act”); (b) the Charter of the City; (c) a certified copy of that certain Gas System Revenue Obligations Master 
Resolution adopted by the Council of the City (the “Council”) on July 5, 2013 (as supplemented and amended 
from time to time heretofore in accordance with its terms, the “Master Resolution”); (d) a certified copy of 
that certain Second Supplemental Resolution Relating to Gas System Revenue Bonds, Series 2017 adopted by 
the Council on August 22, 2017 (the “Second Supplemental “Resolution”); (e) the Bond Series Certificate 
relating to the Series 2017 Bonds (the “Bond Series Certificate”); and (f) such other laws, documents and 
proofs as we have deemed necessary as a basis for this opinion.  The Master Resolution as supplemented and 
amended from time to time, including as supplemented by the Second Supplemental Resolution and the Bond 
Series Certificate, being referred to herein as the “Resolution.”  Capitalized terms used, but not defined, 
herein shall have the meanings assigned thereto in the Resolution. 

The Series 2017 Bonds are being issued to provide moneys to finance certain Costs of acquisition, 
expansion and/or improvements to the gas system and facilities (the “System”) of the City operated by the 
Memphis Light, Gas and Water Division of the City (the “Division”), and to pay the costs of issuance and sale 
of the Series 2017 Bonds.  The Series 2017 Bonds constitute Senior Lien Revenue Obligations under the 
Resolution.  The City heretofore has issued certain other Revenue Obligations under the Resolution and the 
City reserves the right to issue Additional Obligations under the Resolution on the terms and conditions and 
for the purposes stated therein. 

For the purposes of this opinion letter, we have not made any independent investigation into any 
financial matters of the City, the Division or the System, and we have not prepared or investigated any 
financial information that has been or may be furnished to any purchaser of the Series 2017 Bonds.  
Accordingly, we express no opinion whatsoever herein as to the accuracy or completeness of any such 
financial information furnished in connection with the issuance and delivery of the Series 2017 Bonds. 

In rendering our opinions set forth below, we have (a) relied as to questions of fact material to our 
opinion, without undertaking to verify the same by independent investigation, upon certified proceedings, 
certifications and representations of public officials, including representations of officials and representatives 
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of the City and the Division, including, without limitation, representations as to the use and investment of the 
proceeds of the Series 2017 Bonds and the priority of the lien on the Pledged Revenues of the System created 
under the Resolution, and (b) assumed continuous compliance by each of the City and the Division of its 
covenants contained in the Resolution and documents related thereto, including, without limitation, covenants 
as to the use and investment of the proceeds of the Series 2017 Bonds. 

Each of the City and the Division has covenanted in the Resolution that it will not use any proceeds 
of the Series 2017 Bonds to acquire higher yielding investments or to replace funds which were used directly 
or indirectly to acquire higher yielding investments except as may be otherwise permitted by Section 148 of 
the Internal Revenue Code of 1986, as amended (the “Code,” and all applicable regulations promulgated 
under the Code, including any proposed or temporary regulations, are collectively referred to herein as the 
“Regulations”), that it will comply with the arbitrage rebate requirements of Section 148(f) of the Code and 
the Regulations, and that it will comply with all other applicable provisions of the Code and the Regulations 
with respect to the Series 2017 Bonds. 

Based on the foregoing, and subject to the qualifications contained herein, we are of the opinion that, 
on the date hereof: 

1. The City has the right and power under the Act to adopt the Resolution, and the Resolution has 
been duly and lawfully adopted by the Council of the City, is in full force and effect, is valid and binding 
upon the City and is enforceable in accordance with its terms, and no other authorization for the Resolution is 
required.  The Resolution creates the valid pledge which it purports to create for the benefit of the holders of 
the Series 2017 Bonds of the Pledged Revenues, subject only to the payment of the reasonable and necessary 
costs of operating, maintaining, repairing, and insuring the System.  We express no opinion as to the 
sufficiency of such revenues for the payment of principal of or interest on the Series 2017 Bonds, subject only 
to the provisions of the Second Supplemental Resolution permitting the application thereof for the purposes 
and on the terms and conditions set forth in the Second Supplemental Resolution. 

2. The City is duly authorized and entitled to issue the Series 2017 Bonds and the Series 2017 
Bonds have been duly and validly authorized and issued by the City in accordance with the Constitution and 
laws of the State, the Act and the Resolution, and constitute the valid and binding obligations of the City as 
provided in the Resolution, enforceable in accordance with their terms and the terms of the Resolution and 
entitled to the benefits of the Act and the Resolution.  The Series 2017 Bonds are special obligations of the 
City payable from and secured exclusively by a pledge of the Pledged Revenues, and neither the faith and 
credit nor the taxing power of the City is pledged to the payment of the principal of and premium, if any, or 
interest on the Series 2017 Bonds. 

3. Based on existing statutes, regulations, rulings and court decisions and assuming compliance by 
the City and the Division with the above-described covenants, interest on the Series 2017 Bonds is excludable 
from gross income for federal income tax purposes and is not an item of tax preference for purposes of 
calculating the federal alternative minimum tax imposed on individuals and corporations; provided, however, 
with respect to corporations (as defined for federal income tax purposes), such interest is taken into account in 
determining adjusted current earnings for the purpose of computing the federal alternative minimum income 
tax imposed on certain corporations.  The opinion set forth in the immediately preceding sentence assumes 
and is subject to the accuracy of the representations and certifications of the City and the Division and 
continuous compliance by the City and the Division with the covenants contained in the official proceedings 
related to the Series 2017 Bonds, including covenants to the effect that the City and the Division will comply 
with all requirements of the Code and the Regulations promulgated thereunder that must be satisfied 
subsequent to the issuance of the Series 2017 Bonds in order that interest thereon be, and continue to be, 
excludable from gross income of the recipients thereof for federal income tax purposes.  Failure to comply 



 

J-2-3 
 

with certain of such requirements may cause interest on the Series 2017 Bonds to be includable in gross 
income for federal income tax purposes retroactive to the date of the issuance of the Series 2017 Bonds. 

4. Under existing law, the Series 2017 Bonds and the income therefrom are exempt from all present 
State, county and municipal taxes in the State except (a) inheritance, transfer and estate taxes, (b) Tennessee 
excise taxes on all or a portion of the interest on the Series 2017 Bonds during the period the Series 2017 
Bonds are held or beneficially owned by any organization or entity, other than a sole proprietorship or general 
partnership, doing business in the State, and (c) Tennessee franchise taxes by reason of the inclusion of the 
book value of the Series 2017 Bonds in the Tennessee franchise tax base of any organization or entity, other 
than a sole proprietorship or general partnership, doing business in the State. 

We express no opinion regarding other federal or state tax consequences arising with respect to the 
Series 2017 Bonds or any other matter with respect to the Series 2017 Bonds except as set forth herein.  
Ownership of the Series 2017 Bonds may result in other collateral federal or state income tax consequences to 
certain taxpayers depending on the particular taxpayer’s tax status and other items of income or deduction.  
We express no opinion regarding any federal or state collateral tax consequences related to the Series 2017 
Bonds. 

The rights of the owners of the Series 2017 Bonds and the enforceability of the Series 2017 Bonds 
and the Resolution may be subject to bankruptcy, insolvency, reorganization, moratorium and other similar 
laws affecting the enforcement of creditors’ rights generally and principles of equity applicable to the 
availability of specific performance and other equitable relief.   

In rendering this opinion letter, we have not considered the laws of any jurisdiction other than the 
laws of the State and the federal income tax laws of the United States of America, and we are not rendering 
any opinion, by implication or otherwise, regarding the laws of any jurisdiction other than the laws of the 
State and such federal income tax laws. 

This opinion letter is an expression of professional judgment regarding the matters expressly 
addressed herein.  It is neither a guarantee of result nor an insurance policy with respect to the transaction or 
the future actions or performance of any party or entity.  Our services have not included any financial or other 
non-legal advice.  We express no opinion other than as herein expressly stated in this letter, and no expansion 
of our opinion may be made by implication or otherwise.  The opinions herein are given as of the date hereof 
and are based upon statutes, regulations, rulings and court decisions in effect on the date hereof and not as of 
any future date. We assume no responsibility to update or supplement this opinion to reflect any facts or 
circumstances that may hereafter come to our attention or any changes in law that may occur hereafter. 

Sincerely,
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September ___, 2017 

City Council 
Memphis, Tennessee 38103 

Board of Light, Gas & Water 
Commissioners of the City of Memphis 
Memphis, Tennessee 38103 

$25,000,000 
City of Memphis, Tennessee 

Water System Revenue Bonds 
Series 2017 

Ladies and Gentlemen: 

We have acted as co-bond counsel in connection with the issuance by the City of Memphis, 
Tennessee (the “City”), a municipal corporation of the State of Tennessee (the “State”), of the City of 
Memphis, Tennessee, Water System Revenue Bonds, Series 2017, in the original aggregate principal amount 
of $25,000,000 (the “Series 2017 Bonds”).  In such capacity, we have examined:  (a) the Constitution and the 
statutes of the State, including specifically Title 7, Chapter 34, Tennessee Code Annotated, as amended (the 
“Act”); (b) the Charter of the City; (c) a certified copy of that certain Water System Revenue Obligations 
Master Resolution adopted by the Council of the City (the “Council”) on December 17, 2013 (as 
supplemented and amended from time to time heretofore in accordance with its terms, the “Master 
Resolution”); (d) a certified copy of that certain Third Supplemental Resolution Relating to Water System 
Revenue Bonds, Series 2017 adopted by the Council on August 22, 2017 (the “Third Supplemental 
“Resolution”); (e) the Bond Series Certificate relating to the Series 2017 Bonds (the “Bond Series 
Certificate”); and (f) such other laws, documents and proofs as we have deemed necessary as a basis for this 
opinion.  The Master Resolution as supplemented and amended from time to time, including as supplemented 
by the Third Supplemental Resolution and the Bond Series Certificate, being referred to herein as the 
“Resolution.”  Capitalized terms used, but not defined, herein shall have the meanings assigned thereto in the 
Resolution. 

The Series 2017 Bonds are being issued to provide moneys to finance certain Costs of acquisition, 
expansion and/or improvements to the water system and facilities (the “System”) of the City operated by the 
Memphis Light, Gas and Water Division of the City (the “Division”), and to pay the costs of issuance and sale 
of the Series 2017 Bonds.  The Series 2017 Bonds constitute Senior Lien Revenue Obligations under the 
Resolution.  The City heretofore has issued certain other Revenue Obligations under the Resolution and the 
City reserves the right to issue Additional Obligations under the Resolution on the terms and conditions and 
for the purposes stated therein. 

For the purposes of this opinion letter, we have not made any independent investigation into any 
financial matters of the City, the Division or the System, and we have not prepared or investigated any 
financial information that has been or may be furnished to any purchaser of the Series 2017 Bonds.  
Accordingly, we express no opinion whatsoever herein as to the accuracy or completeness of any such 
financial information furnished in connection with the issuance and delivery of the Series 2017 Bonds. 

In rendering our opinions set forth below, we have (a) relied as to questions of fact material to our 
opinion, without undertaking to verify the same by independent investigation, upon certified proceedings, 
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certifications and representations of public officials, including representations of officials and representatives 
of the City and the Division, including, without limitation, representations as to the use and investment of the 
proceeds of the Series 2017 Bonds and the priority of the lien on the Pledged Revenues of the System created 
under the Resolution, and (b) assumed continuous compliance by each of the City and the Division of its 
covenants contained in the Resolution and documents related thereto, including, without limitation, covenants 
as to the use and investment of the proceeds of the Series 2017 Bonds. 

Each of the City and the Division has covenanted in the Resolution that it will not use any proceeds 
of the Series 2017 Bonds to acquire higher yielding investments or to replace funds which were used directly 
or indirectly to acquire higher yielding investments except as may be otherwise permitted by Section 148 of 
the Internal Revenue Code of 1986, as amended (the “Code,” and all applicable regulations promulgated 
under the Code, including any proposed or temporary regulations, are collectively referred to herein as the 
“Regulations”), that it will comply with the arbitrage rebate requirements of Section 148(f) of the Code and 
the Regulations, and that it will comply with all other applicable provisions of the Code and the Regulations 
with respect to the Series 2017 Bonds. 

Based on the foregoing, and subject to the qualifications contained herein, we are of the opinion that, 
on the date hereof: 

1. The City has the right and power under the Act to adopt the Resolution, and the Resolution has 
been duly and lawfully adopted by the Council of the City, is in full force and effect, is valid and binding 
upon the City and is enforceable in accordance with its terms, and no other authorization for the Resolution is 
required.  The Resolution creates the valid pledge which it purports to create for the benefit of the holders of 
the Series 2017 Bonds of the Pledged Revenues, subject only to the payment of the reasonable and necessary 
costs of operating, maintaining, repairing, and insuring the System.  We express no opinion as to the 
sufficiency of such revenues for the payment of principal of or interest on the Series 2017 Bonds, subject only 
to the provisions of the Third Supplemental Resolution permitting the application thereof for the purposes and 
on the terms and conditions set forth in the Third Supplemental Resolution. 

2. The City is duly authorized and entitled to issue the Series 2017 Bonds and the Series 2017 
Bonds have been duly and validly authorized and issued by the City in accordance with the Constitution and 
laws of the State, the Act and the Resolution, and constitute the valid and binding obligations of the City as 
provided in the Resolution, enforceable in accordance with their terms and the terms of the Resolution and 
entitled to the benefits of the Act and the Resolution.  The Series 2017 Bonds are special obligations of the 
City payable from and secured exclusively by a pledge of the Pledged Revenues, and neither the faith and 
credit nor the taxing power of the City is pledged to the payment of the principal of and premium, if any, or 
interest on the Series 2017 Bonds. 

3. Based on existing statutes, regulations, rulings and court decisions and assuming compliance by 
the City and the Division with the above-described covenants, interest on the Series 2017 Bonds is excludable 
from gross income for federal income tax purposes and is not an item of tax preference for purposes of 
calculating the federal alternative minimum tax imposed on individuals and corporations; provided, however, 
with respect to corporations (as defined for federal income tax purposes), such interest is taken into account in 
determining adjusted current earnings for the purpose of computing the federal alternative minimum income 
tax imposed on certain corporations.  The opinion set forth in the immediately preceding sentence assumes 
and is subject to the accuracy of the representations and certifications of the City and the Division and 
continuous compliance by the City and the Division with the covenants contained in the official proceedings 
related to the Series 2017 Bonds, including covenants to the effect that the City and the Division will comply 
with all requirements of the Code and the Regulations promulgated thereunder that must be satisfied 
subsequent to the issuance of the Series 2017 Bonds in order that interest thereon be, and continue to be, 
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excludable from gross income of the recipients thereof for federal income tax purposes. Failure to comply 
with certain of such requirements may cause interest on the Series 2017 Bonds to be includable in gross 
income for federal income tax purposes retroactive to the date of the issuance of the Series 2017 Bonds. 

4. Under existing law, the Series 2017 Bonds and the income therefrom are exempt from all present 
State, county and municipal taxes in the State except (a) inheritance, transfer and estate taxes, (b) State excise 
taxes on all or a portion of the interest on the Series 2017 Bonds during the period the Series 2017 Bonds are 
held or beneficially owned by any organization or entity, other than a sole proprietorship or general 
partnership, doing business in the State, and (c) State franchise taxes by reason of the inclusion of the book 
value of the Series 2017 Bonds in the State franchise tax base of any organization or entity, other than a sole 
proprietorship or general partnership, doing business in the State. 

We express no opinion regarding other federal or state tax consequences arising with respect to the 
Series 2017 Bonds or any other matter with respect to the Series 2017 Bonds except as set forth herein.  
Ownership of the Series 2017 Bonds may result in other collateral federal or state income tax consequences to 
certain taxpayers depending on the particular taxpayer’s tax status and other items of income or deduction.  
We express no opinion regarding any federal or state collateral tax consequences related to the Series 2017 
Bonds. 

The rights of the owners of the Series 2017 Bonds and the enforceability of the Series 2017 Bonds 
and the Resolution may be subject to bankruptcy, insolvency, reorganization, moratorium and other similar 
laws affecting the enforcement of creditors’ rights generally and principles of equity applicable to the 
availability of specific performance and other equitable relief.   

In rendering this opinion letter, we have not considered the laws of any jurisdiction other than the 
laws of the State and the federal income tax laws of the United States of America, and we are not rendering 
any opinion, by implication or otherwise, regarding the laws of any jurisdiction other than the laws of the 
State and such federal income tax laws. 

This opinion letter is an expression of professional judgment regarding the matters expressly 
addressed herein.  It is neither a guarantee of result nor an insurance policy with respect to the transaction or 
the future actions or performance of any party or entity.  Our services have not included any financial or other 
non-legal advice.  We express no opinion other than as herein expressly stated in this letter, and no expansion 
of our opinion may be made by implication or otherwise.  The opinions herein are given as of the date hereof 
and are based upon statutes, regulations, rulings and court decisions in effect on the date hereof and not as of 
any future date. We assume no responsibility to update or supplement this opinion to reflect any facts or 
circumstances that may hereafter come to our attention or any changes in law that may occur hereafter. 

Sincerely, 
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