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HAMILTON COUNTY, TENNESSEE

OFFICE OF THE COUNTY MAYOR
Jim M. COPPINGER
March 8, 2017

To the County Board of Commissioners
And Citizens of Hamilton County

As Hamilton County’s Mayor, supported by my staff, we continue to embrace my fiscally
conservative government philosophy. Our financial team once again successfully maintained
our AAA bond rating with three top rating agencies: Standard and Poor’s, Moody’s and Fitch.
Due to our outstanding bond rating, we can borrow money at lower interest rates. This is
important to taxpayers because it allows us to do additional initiatives with your tax dollars.

I firmly believe the government’s money is the people’s money and we are extremely careful
in spending your tax dollars. This belief has allowed us to spend $138 million in school
construction projects during my mayoral tenure. We have continued our daily economic development efforts
that have brought in tens of millions of dollars to Hamilton County. Plus, we have continued the services you
have come to expect that make Hamilton County one of the best places in the United States to live, work and play.

We take great pride in our economic development efforts over the past five years. Since January 2011, we have
created 13,381 jobs and brought over $1.7 billion in investments into Hamilton County. There is no doubt in
my mind that people across the globe continue to look at Hamilton County as one of the best places to create or
invest in a business.

Companies such as TAG Manufacturing, Chattanooga Seating Systems, FedEx Ground, Miller Industries and
others have all expanded over the last year. Volkswagen’s expansion effort continues on schedule and will result
in an additional 1,500 jobs this fiscal year as VW launches its mid-sized SUV in early 2017. Small businesses
continue to be the backbone of our success; ninety-three percent of our businesses employ less than 50 people.

One of Hamilton County’s great business success stories is our Business Development Center. The concept is
simple. We create an environment where entrepreneurs can build their businesses so that they can grow and
bloom into successful companies. There are currently 50 startup companies in the BDC, employing around 250
people. Forty percent are technology-based companies. Furthermore, 54 percent of the companies in the BDC
are minority or women-owned. This is a significant increase from the 38 percent we reported last year. This
number speaks volumes about the diversity of Hamilton County. More than 550 companies have left the BDC
and entered the mainstream business world. Five years later, 92 percent of those companies continue to be in
business.

As mentioned earlier, we have invested $138 million in school construction projects. We dedicated the newly
opened $32.4 million Middle Valley Elementary School in September. Additionally, construction is ongoing on
our $12 million addition to Sale Creek Middle/High School. We are in the process of designing and then bidding
on the $5 million addition to Nolan Elementary and the $5 million Wolftever Elementary School addition. We
have completed construction on an additional roadway entrance into Daisy Elementary.

625 GEORGIA AVENUE, SUITE 208 ¢ CHATTANOOGA, TN 37402 ¢ PHONE (423) 209-6100 ¢ FAX (423) 209-6101
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TO THE COUNTY BOARD OF COMMISSIONERS
AND CITIZENS OF HAMILTON COUNTY

- continued from page one

Our commitment to advanced education and critical thinking is unwavering with our support of not only the
STEM School (Science, Technology, Engineering and Math) but also the “Pathways to Prosperity” initiative.
Pathways provides students the opportunity to choose an educational pathway to success. Pathways
promotes a path for post-secondary student education, leading to potential certificates to participate in advanced
manufacturing or IT jobs. This is a key element to creating a workforce for our 21st century job goals.

We have continued our commitment to our local volunteer fire departments with three construction projects.
New facilities have been completed in the Tri-Community and Sale Creek communities, as well as an addition to
the existing Dallas Bay Volunteer Fire Department. We are currently in the process of closing on a land purchase
for a new fire hall for Waldens Ridge Emergency Service and an architect is expected to be selected by year’s end.

We have made all of these commitments without a tax increase. Our conservative fiscal approach has allowed
us to continue to present balanced budgets throughout my tenure as mayor without ever having a conversation
about increasing your taxes. We strongly believe it is important to have a low property tax for future residential
and commercial investment. We will always work to promote growth to create revenue.

Our initiatives to improve the quality of life for all of our citizens continue. The Read 20 program, a public-private
partnership designed to have young children reading at third grade level, has given away 974,896 books, worth
over 11.6 million dollars. All grade school children, whether they attend public or private schools, now use the
Public Library free of charge. Our Hamilton County Discount Prescription Card Program has been used over
436,000 times and saved our citizens $13 million since it began in February 2007. The Hamilton County Parks
and Recreation Department continues to host about 150,000 visitors annually at our Enterprise South Nature
Park, and the Chester Frost Park campgrounds hosted over 75,000 campers during the last 12 months.

My commitment since I took office is to work every day to make Hamilton County a better place for you to work
and live. This commitment continues daily, and our work to create the opportunity for every citizen to succeed
and prosper is continuing. My promise to you over the past five years has been to make Hamilton County the
standard for other communities to view and emulate. My pledge to you is that we will continue to enhance public
education, create jobs and new businesses while expanding existing Hamilton County businesses.

Sincerely,

Jim M. Coppinger
County Mayor









BOARD OF COMMISSIONERS - As of June 30, 2016
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HAMILTON COUNTY, TENNESSEE
ALBERT C. KISER

Administrator of Finance

March 8, 2017

TO THE CITIZENS, COUNTY MAYOR AND COUNTY BOARD OF COMMISSIONERS

I am pleased to present to you the Comprehensive
Annual Financial Report (CAFR) of Hamilton County,
Tennessee, for the fiscal year ended June 30, 2016.
This report was prepared in accordance with generally
accepted accounting principles (GAAP) by the Finance
Division of Hamilton County.

The County assumes full responsibility for the
completeness and reliability of the information
contained in this report, based upon a comprehensive
framework of internal controls that it has established
for this purpose. Because the cost of internal control
should not exceed anticipated benefits, the objective
is to provide reasonable, rather than absolute,
assurance that the financial statements are free of any
material misstatements. We believe that the financial
information, as presented in this CAFR, is accurate
in all material respects. This financial information is
presented in a manner designed to fairly set forth the
financial activity of the various funds. All disclosures
necessary to enable the reader to gain the maximum
understanding of the County’s financial affairs have
been included.

The State of Tennessee requires an annual audit of
the Countys financial records. An independent
firm of certified public accountants, Mauldin &
Jenkins, LLC, has audited the County’s financial
statements in accordance with this requirement. The
independent firm is responsible to the County Board

of Commissioners and is under contract with the State
Comptroller of the Treasury. The independent auditor
concluded, based on the audit, that the County’s
financial statements for the fiscal year ended June 30,
2016, are fairly presented in conformity with GAAP
and thus rendered an unmodified opinion. The report
of independent auditors is presented in the financial
section of this report.

This report contains the traditional County funds, the
Constitutional Officers of the County and the County’s
discretely presented component units: the Hamilton
County Department of Education, the Hamilton
County “911” Emergency Communication District,
the Hamilton County Water & Wastewater Treatment
Authority, and the Hamilton County Railroad
Authority. These agencies are included based on
criteria established by the Governmental Accounting
Standards Board (GASB).

GAAP requires that management provide a narrative
introduction, overview and analysis in the form of
Management’s Discussion and Analysis (MD&A)
to accompany the basic financial statements. This
letter of transmittal is designed to complement the
MD&A and should be read in conjunction with it. The
County’s MD&A can be found beginning on page iv of
the Financial Section.



TENNESSEE

Hamilton County is located in the southeast region of
the State of Tennessee, with the City of Chattanooga as
its largest city. It is approximately 120 miles southwest
of Knoxville, Tennessee; 360 miles east of Memphis,
Tennessee; 120 miles southeast of Nashville, Tennessee,
which is the State capital; and 120 miles northwest of
Atlanta, Georgia.

The County was incorporated on October 25, 1819,
by the Thirteenth Tennessee General Assembly
meeting at Murfreesboro. It operates under a County
Commission/County Mayor form of government. The
County Mayor, the chief fiscal officer of the County, is
elected at-large to a four-year term, as are the Assessor
of Property, Circuit Court Clerk, County Clerk,
Criminal Court Clerk, Juvenile Court Clerk, Register
of Deeds, Sheriff and Trustee. The District Attorney
General, District Public Defender and all Hamilton
County judges are elected at-large for eight-year terms.
The County’s nine-member Board of Commissioners is
elected by district to four-year terms. The Department
of Education, a component unit, is managed by a nine-
member board that is elected by district to four-year
terms that are staggered so that no more than five are
elected in any election year.

The County provides its citizens with a range of services
that includes, but is not limited to, police, ambulance,
sanitation and solid waste, health and social services,
culture and recreation, highways and streets, planning,
courts, jails and general administrative services. Other
services are provided by organizations which have
their own board of directors and include the Hamilton
County Department of Education, Hamilton County
Water & Wastewater Treatment Authority, Hamilton
County “9117 Emergency Communication District,
and Hamilton County Railroad Authority.

Even though the Hamilton County Department of
Education (HCDE) is a separate legal entity from
Hamilton County government, it constitutes a
major portion of the funding requirements for the
County. The HCDE has 6,307 employees and serves
a total student population of 43,105. The total HCDE
operating budget for fiscal year 2016 was $414.8
million. Hamilton County provided funding for
49.3%, or $204.6 million of this operating budget
through property taxes, sales taxes, and use of fund
balance. State and federal appropriations and grants
provided $196.2 million; charges for services provided
$8.5 million; and investments and miscellaneous items
provided $5.5 million.

HAMILTON COUNTY
DEPARTMENT OF EDUCATION
REVENUE BUDGET BY SOURCE

FOR FISCAL YEAR ENDING
JUNE 30, 2016
CHARGES FOR SERVICES|  |MISCELLANEOUS

$8,476,222
2.1%

$5,478,319
1.3%

TAXES
$204,593,256
49.3%

INTERGOVERNMENTAL
$196,276,217
47.3%

The Board of Commissioners adopted the fiscal year
2016 annual budget for the County in June 2015. A
formal budget is employed as a management control
device. The budgets are prepared on a basis consistent
with GAAP, except that encumbrances are treated
as budgeted expenditures when the commitment
to purchase has occurred. All unencumbered and
unexpended appropriations lapse at year-end. The
level at which expenditures may not legally exceed
appropriations is the division level.

Constitutional officers, departments and agencies
requesting funding by the Board of Commissioners
must submit their budget requests during January of
each year. The County Mayor publicly submits a budget
to the Board of Commissioners for approval prior to
June 30. After the budget is formally adopted, any
changes within a division that do not require additional
resources must be approved by the County Mayor; the
Commission must approve all other changes. Budget
to actual comparisons are presented in this CAFR
for each individual fund for which an annual budget
has been adopted. Hamilton County follows the laws
of Tennessee regarding the control, adoption and






amendment of the budget during each fiscal year.
Hamilton County’s budget practices not only comply
with all state statutes but are more stringent due to our
formal budget policy.

LOCAL ECONOMIC OUTLOOK

The economy for Hamilton County remains steady,
strong and healthy. According to the Tennessee
Department of Labor, the unemployment rate for
Hamilton County as of June 30, 2016 was 4.9%, as
compared to the state’s rate of 4.1% and the national
rate of 4.9%. With the County’s continued emphasis
on economic development, there are plenty of
opportunities for employment growth on the horizon.
Continued development of the riverfront, downtown,
and promotion of the Enterprise South Industrial Park
are all positive marks for the local economy.

ENTERPRISE SOUTH INDUSTRIAL PARK

Enterprise South Industrial Park continues to be
developed and used in recruiting new and expanded
businesses to Hamilton County. The Park’s two largest
employers are both relatively new to the Hamilton
County area: Volkswagen Group of America and
Amazon.com, Inc. Volkswagen arrived in Hamilton
County in 2008, originally invested $1 billion to build
its manufacturing plant, and is in the final stages of
completion of a $600 million addition to the plant.
Volkswagen has scheduled release of its new seven-
passenger Atlas SUV vehicle for early 2017, and
anticipates an increase in its number of employees at
its Chattanooga plant from approximately 2,200 in
2015 to 3,400 in early 2017. The number of employees
working at ancillary suppliers and associated businesses
supporting Volkswagen is planned to increase from
10,000 in 2015 to 17,700 in early 2017 across the State
of Tennessee.

Amazon.com, Inc. opened a major distribution and
fulfillment center at Enterprise South in 2010 at a cost
of $91 million. The center currently employs 3,312
people.

Enterprise South Industrial Park currently is home to
17 companies and more than 7,000 jobs in Hamilton
County. Gestamp North America’s current expansion
will increase employment by 175 and increase the
size of the building to just over 600,000 square feet.
Additionally, Gestamp is constructing a new 180,000
square foot facility that will employ an additional 200.
Gestamp plans to double this new facility within three
years.

TAG Manufacturing currently employees 300 in a
200,000 square foot building plus an adjacent office
building. TAG's future includes plans to expand their
presence in the Enterpise South Industrial Park to
accommodate new business.

THE RIVERWALK

The Tennessee Riverwalk is an 8-12 foot wide paved,
landscaped and lighted scenic urban greenway
anchored along the southern bank of the Tennessee
River. The latest 3.5 mile segment extends the 10 mile
route from Chickamauga Dam to the heart of the
downtown business and tourism district to Lookout
Mountain and the hundreds of miles of trails extending
into Alabama and Georgia. This new 3.5 mile section
opened for public use in late summer 2016. The
Riverwalk is an acknowledged catalyst for billions of
dollars of downtown redevelopment and a connector
for neighborhoods and business districts. Planners are
already working on the next phase which will continue
from the Wheland Foundry Trailhead (which is at the
end of the newest section) down south Broad Street to
the Incline in St. Elmo.

FUND BALANCE

Hamilton County’s year-end balances continue to
remain healthy. Our strong reserves allow us to manage
any unexpected shortfalls in revenues. The County has
consistently maintained a reserve in the General Fund
equivalent to at least three months of expenditures and
will continue to do so.

. ____________________________________________|
Ten year analysis

of the change in fund balance

(expressed in thousands)

Special Debt

General Revenue Service

Fund Funds Fund

2007 $58,334 $8,542 $1,653
2008 77,102 8,638 240
2009 84,070 7,626 227
2010 87,920 6,936 298
2011 95,967 6,024 237
2012 104,431 5,363 387
2013 111,169 6,034 358
2014 111,433 4,566 923
2015 91,394 3,536 1,330
2016 92,395 4,119 1,849
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LONG-TERM FINANCIAL PLANNING

As a result of sound financial management practices,
Hamilton County has been able to continue providing
the same high level of services to its citizens without a
tax increase for the eighth consecutive year. Long-term
financial planning includes both operations and capital
needs. The Mayor and Commission work closely
together in a timely and thorough budgeting process
to map out an operational plan for each upcoming year.

The County’s capital needs are addressed annually in its
operating budget and long-term through its five-year
capital plan. Short-term capital needs such as vehicles,
computers, office equipment, etc., are funded through
the annual operating budget.

The County’s long-term capital needs are financed
using a short-term revolving line of credit agreement
coupled with fifteen-year general obligation bonded
debt. The revolvingline of credit agreement enables the
County to start its long-term capital projects sooner,
and its rapid, fifteen-year debt amortization keeps the
County’s total debt load at a manageable level. This
rapid amortization results in principal retirement of
approximately fifty percent (50%) within five years and
eighty-three percent (83%) within ten years.

)
HAMILTON COUNTY

TOTAL DEBT
AS OF JUNE 30, 2016
$285,156,979

WWTA

$6,765,000
2.37%

OTHER
$40,126,979

14.07%

BONDED DEBT
FOR GENERAL
IMPROVEMENT
$63,649,211
22.32%

BONDED DEBT ISSUED
FOR SCHOOLS
$174,615,789
61.24%

Ratio of General Bonded

Debt Outstanding
Percentage
of Actual
Fiscal Year = General Taxable

Ended Obligation  Value of Per

June 30 Bonds Property  Capita
2007 $107,730,000  0.46% $344
2008 188,260,000  0.78% 570
2009 200,110,000 0.71% 601
2010 206,960,000 0.73% 614
2011 185,550,000  0.65% 551
2012 223,705,000 0.78% 656
2013 263,545,000 0.91% 763
2014 238,300,000 0.81% 683
2015 272,965,000 0.92% 777
2016 245,030,000 0.81% 692

RELEVANT FINANCIAL POLICIES

Hamilton County consistently maintains a low debt
burden. This has been accomplished through sound,
conservative debt management practices. In 2012, the
County revised its debt policy in order to establish and
codify its objectives and practices. The policy’s goal
is to assist all concerned parties in understanding the
County’s debt management approach and to promote
transparency for our citizens, investors and all other
interested parties.

The County consistently maintains a strong unassigned
fund balance in the general fund which exceeds its
reserve policy of twenty-five percent (25%) of its
operating budget. This minimizes the negative effect
of any unanticipated expenditures and/or loss of any
major revenue source.

MAJOR INITIATIVES

Hamilton County’s commitment to its mission of
meeting the needs of people where they live, work
and play guides our plans for the future and directs us
toward delivering quality services to our citizens.

PLANNED GROWTH STRATEGIES

Hamilton County Government has established a team
consisting of elected officials, business leaders, civic
and community organizations and involved citizens
to create and implement a strategic plan to manage
the expected population growth of our area resulting

12






from recent economic developments. This regional
plan will ensure balanced growth, promote economic
development, and protect and enhance the quality of
life for all. Specific areas addressed include housing,
transportation, land use, environmental, energy, green
space and infrastructure.

ECONOMIC DEVELOPMENT

Our economic development initiative reflects our goal
of a viable and sustainable economic future for our
community. We believe this is vital for those who live
here and for those who are considering relocating to
Hamilton County.

Enterprise South Industrial Park - In June 2014,
Volkswagen announced that it was embarking on a
major expansion of its automobile manufacturing plant
in Hamilton County. The expansion is proceeding as
expected, resulting in a capital investment of $600
million and creating 2,000 new and well-paying
VW jobs. Hamilton County, along with the City
of Chattanooga and the State of Tennessee, spent a
significant amount of time and capital in working with
Volkswagen to make this major economic expansion a
reality.

Job Growth outside of Enterprise South - Eleven
company expansions and four relocations brought
over 4,800 new jobs and $820 million in investment
to Hamilton County in 2015. While the majority were
sparked by the Volkswagen expansions and associated
growth in supplier companies, other notable projects
include:
. Remington Industries expansion will
create 89 new jobs with an investment
of $4 million in Hamilton County’s
Mountain View Industrial Park.
Yanfeng Automotive Interiors will
invest $55 million and create 325 new
jobs at their plant in the Bonnyshire
Industrial Park.
Miller Industries announced a $13
million expansion that will create 59

new jobs.

. FedEx is constructing a new ground
delivery operation at I-75 and
Volkswagen Drive. This project

represents a $30 million investment.

West Star Aviation built an aircraft
maintenance and repair facility on-
site at the Chattanooga Metropolitan
Airport. West Star will invest $22.5
million and expects to hire 250 workers.

14

McKee Foods announced a $102
million expansion for new office space
and baking equipment that will create
50 new jobs.

VaynerMedia is an advertising agency
that expects to create 75 new jobs.

Business Development Center — The Hamilton County
Business Development Center (BDC) is a 125,000
square-foot facility that has been renovated into a
highly successful business incubator. The BDC offers
start-up businesses office or manufacturing space at
highly competitive lease rates for up to 3 years. Each
year the incubator graduates 20-25 companies into
the market. The program recently celebrated its 27th
anniversary and graduated its 540th business into
the local economy. The BDC has achieved national
recognition for its success and is among the top six
percent of the nation’s business incubators.

PUBLIC EDUCATION IMPROVEMENT

The Hamilton County Department of Education has
an independently elected board tasked with operating
the K-12 public school system in the County. Hamilton
County is a primary funding source for the school
system, with approximately 50 percent of the County
property tax levy directed toward the school system.

The County also assists the school system through the
issuance of debt and general obligation bonds to build,
renovate and expand the school facilities. Since the turn
of the century, the County has built 17 new schools and
expended over $395 million toward modernizing and
upgrading the County school buildings and grounds.
The 2017 approved capital plan includes $28.4 million
for construction of one replacement elementary school
and the renovation and/or expansion of three County
schools from the Countys revolving line of credit
agreement.

QUALITY OF LIFE ISSUES

Hamilton County citizens and visitors are able to enjoy
one of the finest naturally beautiful environments in
the Southeast. The County’s surrounding mountains,
state and national forests, as well as its rivers and
streams have afforded this area its reputation as a
leading destination for outdoor activities.



Enterprise South Nature Park — The Park is located on 2,800 wooded acres adjacent to the
Enterprise South Industrial Park. It offers miles of walking paths, bicycle paths and oft-road
biking trails. The County expects to open the first public equestrian trails at the park in Spring
2017.

Step ONE - This county-wide initiative addresses the problem of obesity in our community by
promoting physical fitness, nutrition, and healthy lifestyles. This effort is guided by the County
Mayor and the Hamilton County Regional Health Council.

IRIS Project - Increasing the Rate of Infant Survival (IRIS) works to initiate new, creative and
innovative programs that have a positive impact on Infant Mortality Rates, which are thought
to be one of the best predictors of a community’s overall health status.

Chester Frost Park — Located on 198 acres on the shores of Lake Chickamauga, Chester Frost
Park has long been a favorite destination for those who enjoy camping, fishing, swimming
and other outdoor activities. Chester Frost Park hosts numerous fishing tournaments and the
annual County Fair. County leaders are exploring a number of opportunities to increase the
economic and social potential of the park.

15
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AWARDS AND ACKNOWLEDGEMENTS

AWARDS

The Government Finance Officers Association of
the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial
Reporting to Hamilton County, Tennessee for its
Comprehensive Annual Financial Report for the year
ended June 30, 2015. Hamilton County has received
this award for 35 consecutive years.

In order to be awarded a Certificate of Achievement,
a governmental unit must publish an easily readable
and efficiently organized Comprehensive Annual
Financial Report, whose contents conform to program
standards. Such report must satisfy both generally
accepted accounting principles and applicable legal
requirements.

The Certificate of Achievement is valid for a period of
one year only. We believe our current report continues
to conform to Certificate of Achievement program
requirements, and we are currently submitting it to
GFOA to determine its eligibility for another certificate.
GFOA also presented a Distinguished Budget

Presentation Award to the County
for its Comprehensive Annual
Budget Report (CABR) for the fiscal
year ended June 2016. This is the
14th consecutive year Hamilton
County received this award for the
CABR. In order to be awarded a
Distinguished Budget Presentation
Award, a governmental unit must
publish an easily readable and
efficiently organized Comprehensive
Annual Budget Report, which must
conform to program standards
and satisfy both generally accepted
accounting principles and
applicable legal requirements. Like
the Certificate of Achievement for
Financial Reporting, this award is
valid for a period of one year only.
We believe our CABR for the fiscal
year ending June 2017 continues to
conform to program requirements,
and we have submitted it to GFOA
to determine its eligibility for
another award.

Albert C. Kiser
Administrator of
Finance

Lee H. Brouner

of Finance

ACKNOWLEDGMENTS

I would like to thank the entire staft of the Finance
Division, the County Auditor’s Office and the
independent auditors for their cooperation and
dedication in the preparation of this report. I would
also like to express my gratitude for the support we
have received from the County Mayor and the County
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CERTIFIED PUBLIC ACCOUNTANTS, LLC

INDEPENDENT AUDITORS’ REPORT

To the County Commission
of Hamilton County, Tennessee
Chattanooga, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
Hamilton County, Tennessee (the “County”), as of and for the year ended June 30, 2016, and the related
notes to the financial statements, which collectively comprise the County’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Hamilton County “911” Emergency Communications District, which
represents 3 percent, 4 percent, and 3 percent, respectively, of the assets, net position, and revenues of the
aggregate discretely presented component units. Those statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to the amounts included for the
Hamilton County “911” Emergency Communications District, is based solely on the report of the other
auditors. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting principles used and the reasonableness of significant estimates made by
management, as well as evaluating the overall presentation of the financial statements.



Auditor’s Responsibility (continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Hamilton County, Tennessee as of June 30, 2016, and the respective
changes in financial position, and, where applicable, cash flows thereof and the respective budgetary
comparison for the General Fund for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis (on pages IV through XX), schedules of required supplementary information —
(on pages B-1 through B-12) be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Hamilton County, Tennessee’s basic financial statements. The combining and individual fund
financial statements for the governmental funds, fiduciary funds, and discretely presented component unit
— Hamilton County Board of Education, the budgetary comparison schedules, the financial schedules, and
introductory and statistical sections are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), and is also not a required part of the basic financial statements.

The combining and individual fund financial statements for the governmental funds, fiduciary funds, and
discretely presented component unit — Hamilton County Board of Education, the budgetary comparison
schedules, the financial schedules, and schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 8, 2017,
on our consideration of Hamilton County, Tennessee’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
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 County’s internal
control over financial reporting and compliance.

ManQinn & &,&M L

Chattanooga, Tennessee
March 8, 2017
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The discussion and analysis of Hamilton County’s
financial performance provides an overall review of the
County’s financial activities for the year ended June 30,
2016. It is designed to:
(a) Assist the reader in focusing on significant
financial issues,

(b) Provide an overview of the County’s financial
activities,

(c) Identify changes in the County’s financial
position,

(d) Identify any material deviations from the
original financial plan, and

(e) Identify individual fund issues or concerns.

This discussion and analysis is an integral part of the
financial statements as a whole.

FINANCIAL HIGHLIGHTS

Government-wide Financial Statements

The government-wide assets and deferred
outflows of resources of Hamilton County at the
close of fiscal year 2016 were $675.4 million.
Government-wide revenues totaled $240.9
million, an increase of $13.7 million (5.7%) from
the prior year.

Government-wide expenses were $233.6 million,
an increase of $7.3 million (3.1%) from the prior
year.

Total bonded debt at June 30, 2016 for the County
was $245.0 million, of which $174.6 million
(71.3%) was assigned to the Hamilton County
Department of Education for capital additions
and improvements.

The County drew $40 million in December 2015
from its revolving credit agreement to provide
funding for certain school construction and
general government projects. This draw will be
repaid in 2017.

Fund Financial Statements

Revenues for governmental funds increased
$13.7 million, or 6.0% from last year.
Expenditures for governmental funds decreased
$6.5 million, or 2.1% from last year.

Capital project expenditures were $71.7 million
with $36.6 million spent for school construction
projects.

Operating transfers from the General Fund
decreased by $20.1 million (33.9%) from the
prior year. This was the direct result of the
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one-time transfer in the previous year of $26.25
million from the General Fund to the Capital
Projects Fund in conjunction with the major
expansion of the Volkswagen plant.

OVERVIEW OF THE FINANCIAL
STATEMENTS

The County’s basic financial statements contain three
components:

(1) Government-wide financial statements,

(2) Fund financial statements, and

(3) Notes to the basic financial statements.

This report also contains other supplementary
information in addition to the basic financial
statements.  The other supplementary information
includes detailed budget to actual comparisons of
the General Fund and other budgeted County funds;
combining statements for nonmajor governmental
funds; statements of account activity in fiduciary
agency funds; and combining financial statements for
the County’s largest discretely presented component
unit, the Hamilton County Department of Education.

GOVERNMENT-WIDE FINANCIAL
STATEMENTS

In the government-wide financial statements, the
Statement of Net Position and Statement of Activities
provide the reader with a broad overview of the
County’s financial condition.

The Statement of Net Position combines and
consolidates all the County’s current financial resources
with capital assets and long-term obligations. The end
result is net position, which is segregated into three
components:

(1) Netinvestment in capital assets,

(2) Restricted net position, and

(3) Unrestricted net position.

The County’s net position at the end of fiscal year 2016
of $157.5 million increased $7.3 million (4.6%) from
the balance at the prior year end.

The Statement of Activities presents information
showing how the government’s net position changed
during fiscal year 2016. Program revenues, which
directly offset costs of specific functions, are allocated
to those functions, resulting in the net expenses for



governmental activities. General revenues, such as
taxes, fines and interest earnings, offset the remaining
costs resulting in the annual increase or decrease in
net position. This statement is intended to summarize
the net cost of various governmental services that are
supported by general revenues.

Governmental activities include general government,
public safety, highways and streets, health, social
services, and culture and recreation. Hamilton County
has no business-type activities.

The government-wide financial statements include
the following legally separate component units: the
Hamilton County Department of Education, the Water
& Wastewater Treatment Authority, Hamilton County
“911” Emergency Communication, and

Hamilton County Railroad Authority.

The government-wide financial statements can be
found on pages A-1 to A-3 of this report.
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FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used
to maintain control over resources that have been
segregated for specific activities or objectives. The
County, like other state and local governments,
uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.
All of the funds of the County are divided into three
categories: governmental funds, proprietary funds and
fiduciary funds.

GOVERNMENTAL FUNDS

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

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

The County maintains several individual governmental
funds. Information is presented separately in the
Governmental Funds Balance Sheet and Statement
of Revenues, Expenditures and Changes in Fund
Balances for the major funds, which include the
General, Debt Service and Capital Projects funds. Data
from the other governmental funds, Constitutional
Officers, Governmental Law Library, Hotel/Motel
and Economic Crimes, is combined into a single,
aggregated presentation. Individual fund data for each
of these nonmajor governmental funds is provided in
the form of combining statements elsewhere in this
report.

The County adopts an annual budget for the General
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and Debt Service funds and certain Special Revenue
funds. A budgetary comparison statement has been
provided for these funds to demonstrate budgetary
compliance. The basic governmental fund financial
statements can be found on pages A-4 to A-10 of this
report.

PROPRIETARY FUNDS

There are two types of proprietary funds - enterprise
funds and internal service funds. An internal service
fund is the only type of proprietary fund the County
maintains. An internal service fund is an accounting
device used to accumulate and allocate costs internally
among the County’s various functions. The County
uses that fund to account for its self-insurance and
risk management programs. Because these services
predominantly benefit governmental rather than
business-type functions, they have been included
within governmental activities in the government-
wide financial statements.

Proprietary funds provide the same type of information
as the government-wide financial statements, only
in more detail. Individual fund data for the Internal
Service fund is provided on pages A-11 to A-13 of this
report.

FIDUCIARY FUNDS

Fiduciary funds are used to account for resources
held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-
wide financial statements because the resources of
those funds are not available to support the County’s
own programs. The basic fiduciary fund financial
statements can be found on pages A-14 and A-15 of
this report.

NOTES TO BASIC FINANCIAL STATEMENTS

The notes provide additional information that is
essential to a full understanding of the data provided
in the government-wide and fund financial statements.
The notes to the basic financial statements can be found
on pages A-19 to A-61 of this report.

OTHER INFORMATION

In addition to the basic financial statements and
accompanying notes, this report also presents required
and other supplementary information. Required



supplementary information includes the funding progress and employer contributions for the Public Employee
Retirement Systems. Other supplementary information includes detailed budgetary information for the General
Fund, combining statements for the nonmajor governmental funds, combining statement of changes in assets
and liabilities for the Constitutional Officers Agency Funds, combining statements for the Hamilton County
Department of Education and various financial and statistical tables. Combining and individual fund schedules
can be found on pages C-8 to D-11; the various financial and statistical tables can be found on pages E-1 to F-26.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

NET POSITION
HAMILTON COUNTY, TENNESSEE

Governmental Activities

2016 2015

ASSETS
Current and Other Assets $ 332,181,404 $ 341,749,858
Capital Assets 308,643,243 283,452,163
TOTAL ASSETS 640,824,647 625,202,021

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows from pension contributions 29,923,483 14,423,401
Deferred loss on refunding 4,683,625 5,318,202
34,607,108 19,741,603

LIABILITIES
Long-term Liabilities 339,887,190 322,887,347
Other Liabilities 37,705,854 31,415,136
TOTAL LIABILITIES 377,593,044 354,302,483

DEFERRED INFLOWS OF RESOURCES
Unearned property tax revenue 114,572,416 112,226,286
Deferred inflows from pensions 25,759,591 28,205,944
140,332,007 140,432,230

NET POSITION
Net Investment in Capital Assets 243,547,592 244,360,829
Restricted - -
Unrestricted (86,040,888) (94,151,918)

TOTAL NET POSITION $ 157,506,704 $ 150,208,911

As noted earlier, net position may serve over time as a useful indicator of a government’s overall financial health.
In the case of the County, assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $157.5 million at the close of the fiscal year ended June 30, 2016.

Net position is comprised of three elements:
(1) Netinvestment in capital assets (e.g., land, buildings, infrastructure and equipment);
(2) Restricted net position held for restrictions as prescribed by law; and
(3) Unrestricted net position. The long-term liabilities of $339.9 million include $174.6 million of debt for
assets contributed to the Hamilton County Department of Education, a component unit, which results in
negative unrestricted net position.
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CHANGES IN NET POSITION
HAMILTON COUNTY, TENNESSEE

REVENUES

Program Revenues

Charges for Services

Operating Grants and Contributions

Capital Grants and Contributions
Total Program Revenues

General Revenues
Property Taxes
Other Taxes
Other

Total General Revenues
TOTAL REVENUES

EXPENSES

General Government
Public Safety
Highways and Streets
Health

Social Services

Culture and Recreation
Education

Interest on Long-Term Debt
TOTAL EXPENSES
CHANGE IN NET POSITION

Beginning Net Position

Ending Net Position

Governmental Activities

2016 2015
44,944,954 $ 43,452,431
28,271,264 28,079,517
14,573,339 6,678,478
87,789,557 78,210,426

133,609,320 131,896,902
18,784,131 16,458,733
683,047 662,270
153,076,498 149,017,905
240,866,055 227,228,331
66,599,969 61,957,402
84,940,578 81,100,994
11,666,094 12,396,414
21,983,102 21,133,493
6,914,723 6,274,516
8,898,519 7,921,387
24,300,782 28,300,691
8,264,495 7,232,360
233,568,262 226,317,257
7,297,793 $ 911,074
150,208,911 149,297,837

157,506,704 $ 150,208,911

The County’s net position increased by $7.3 million during the current fiscal year. Total expenses for FY 2016
increased by $7.3 million in large part due to additional expenditures of the general government and public safety.
These additional expenditures were offset by an increase in total revenues of $13.6 million in part from increased

funding from grants.



GOVERNMENT-WIDE FINANCIAL ANALYSIS - continued

EXPENSES AND PROGRAM
REVENUES
for fiscal year ending June 30, 2016 PROGRAM
REVENUES EXPENSES
| |
General Government $ 39,609,571 $ 66,599,969
Public Safety
Sheriff 3,220,790 31,342,346
Criminal Court 1,759,490 4,048,753
Juvenile Court 436,100 1,633,352
Ambulance Services 7,956,293 9,966,416
Other 8,601,680 37,949,711
Highways and Streets 8,214,156 11,666,094
Health 11,328,142 21,983,102
Social Services 4,373,514 6,914,723
Culture and Recreation 2,289,821 8,898,519
Education - 24,300,782
Interest on long-term debt - 8,264,495
TOTAL $ 87,789,557 $ 233,568,262
General Government
Sheriff
E Criminal Court
=
<
8 Juvenile Court
3
/m
E Ambulance Services
Other
Highways / Streets
Health
Social Services
Culture / Recreation
Education
Interest on Long-Term
Debt
$10 million $20 million $30 million $40 million $50 million $60 million $70 million
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REVENUES BY SOURCE
for fiscal year ending June 30, 2016

Taxes

Property Taxes

Sales Tax

Business Taxes

Hotel/Motel Taxes

Other Taxes
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
Gain/(loss) on joint venture
Unrestricted Investment Earnings

Gain/(loss) on disposal of property

TOTAL

2016 PERCENTAGE 2015 PERCENTAGE

$ 133,609,320 55.4% $ 131,896,902 58.1%
3,221,704 1.3% 2,710,878 1.2%
7,227,282 3.0% 6,273,817 2.8%
7,304,030 3.0% 6,498,427 2.9%
1,031,115 0.4% 975,611 0.4%
44,944,954 18.7% 43,452,431 19.1%
28,271,264 11.8% 28,079,517 12.4%
14,573,339 6.0% 6,678,478 2.9%
(9,262) 0.0% 11,842 0.0%
899,950 0.4% 551,529 0.2%
(207,641) 0.0% 98,899 0.0%
100% $ 227,228,331 100%

$ 240,866,055

Capital Grants and Contributions increased by $7.9 million. This is a product of the County’s efforts to actively
search for and obtain new and additional federal and state grants. Property tax revenues grew $1.7 million over
2015. The growth was the result of continued efforts to promote economic development in the County to grow
the tax base and generate additional tax revenue without an increase in the County’s property tax rate.

UNRESTRICTED INVESTMENT

TAXES

EARNINGS 0.4%

CAPITAL GRANTS
AND CONTRIBUTIONS 6.0%

OPERATING
GRANTS
& CONTRIBUTIONS
11.8%

PROPERTY
TAXES
55.4%

CHARGES
FOR SERVICES
18.7%

SALES TAX 1.3%
BUSINESS TAXES 3.0%
HOTEL/MOTEL TAX 3.0%
OTHER TAXES 0.4%







MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2016

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

The County uses fund accounting to ensure and
demonstrate compliance with finance-related legal
requirements.

GOVERNMENTAL FUNDS

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

In particular, unassigned fund
balance may serve as a useful
measure of a government’s net
resources available for spending

at the end of the fiscal year.

As ofthe end of fiscal year 2016,
the County’s governmental
funds reported combined
ending fund balances of
$144.6 million, a decrease of
$17.6 million. This decrease
in fund balance can be isolated
to the Capital Projects Fund,
which decreased $19.7 million
from the FY 2015 balance.

The fund balance of the

governmental funds consists of a
restricted portion of $3.9 million,

an assigned portion of $27.8
million, and an unassigned portion

of $86.3 million. The remainder of

fund balance is not available for new
spending and is split into committed
and nonspendable. = Committed is
$25.2 million to liquidate contracts and
purchase orders. Nonspendable is $1.4
million for inventories and prepaid items.

The General, Debt Service and Capital Projects funds
are reported as major funds.

The General Fund is the chief operating fund of the
County. The total fund balance at June 30, 2016, was
$92.4 million, consisting primarily of a nonspendable
portion of $1.4 million; assigned fund balance of $4.6
million; and an unassigned fund balance of $86.3

million. Asameasure of the General Fund’s liquidity, it
may be useful to compare both unassigned fund balance

and total fund balance to total fund expenditures.
Unassigned fund balance represents 50.9% of the total
General Fund expenditures, while total fund balance
represents 54.4% of that same amount.

The unassigned fund balance of the County’s
General Fund increased by $1.5 million
during the current fiscal year. The major
reason for that increase is attributed to
an increase in revenue of $4.8 million.
The increase in revenue was largely
from charges for services and an
increase in tax revenue due to
economic development in the
County. General Fund expenses
increased $1.5 million primarily
due to increased expenses
for health related costs and
increased expenditures for the

Sheriff.

The Debt Service fund has
a total fund balance of $1.8
million, an increase of $0.5
million. Funds are transferred
from the General Fund to the
Debt Service fund as needed.

The Capital Projects Fund is

used to account for revenues

and expenditures for large

capital projects. The majority

of the funding for these capital

projects is derived from draws

from the County’s line of credit

agreement and issuances of general
obligation bonds.

The fund balance of the Capital Projects

Fund decreased by $19.7 million from the

balance at June 30, 2015, and closed the current

year with a balance of $46.3 million. This decrease was
the direct result of the completion of several significant
capital projects in 2016, including completion of the
Middle Valley Elementary School ($24.2 million);
major additions/renovations at Sale Creek Middle/
High School, Wolftever Elementary and Nolan
Elementary (totaling $8.0 million); completion of three
construction projects for volunteer fire departments
(Dallas Bay Volunteer Fire Department, Sale Creek
Volunteer Fire Department and the Tri-Community

xiii
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS - continued

Volunteer Fire Department totaling $8.3 million); and The County Commission approved a total of $4.0
completion of the latest phase of the Riverwalk ($6.7 million in amendments to General Fund operating

million).

The fund balance of the Capital Projects Fund includes
outstanding commitments at year-end of $25.0 million.

Of the commitments, $20.2
million is committed for
school construction projects;
$2.7 million is for recreation
projects; and $2.0 million
is for general government
improvements and economic

development.

PROPRIETARY FUNDS

The County’s Proprietary
fund is used to account
for the County’s self-
insurance programs.  The
County is self-insured for
health, unemployment
compensation, on-the-job
injury  claims, property,
automobile and  liability
claims and losses due to
liabilities arising under the
laws of the state and federal
governments. The cost for
these programs is funded
through  premiums  paid
by the departments and
agencies of Hamilton County
Government. Unrestricted
net position for  the
Proprietary Fund at the end
of the fiscal year amounted to
$18.3 million.

GENERAL FUND
BUDGETARY
HIGHLIGHTS

The County Commission
approved and adopted its
2016 annual operating budget
in June 2015. The original
General Fund operating
budget was balanced with a
$914,529 use of fund balance.

expenditures during fiscal year 2016 and total
amendments of $3.2 million to the General Fund
revenue budget. The amendments to the General Fund
revenue and expenditure budgets were primarily for:

o Increases to budgets
for grant-related items not
expended during the prior
fiscal year, carried over into
the current fiscal year; and

o New grants received
from various state and federal
agencies.

Hamilton County’s year-end
fund balances continue to
remain healthy. The County
has consistently maintained a
reserve in the General Fund
equivalent to at least three
months of expenditures and
will continue to do so.

Actual revenues were less than
budgeted revenues by $5.0
million (2.6%). This variance
is largely due to a shortfall of
intergovernmental  revenues
of $2.1 million, a shortfall of
taxes of $1.7 million, and a
shortfall of charges for services
of $1.8 million.

Total expenditures were less
than budgeted expenditures
by $9.4 million (5.6%). A
large part of this favorable
variance  resulted  from
conservative  spending by
the General Government,
Health Department, Public
Safety, and Highways and
Streets. A detailed Budgetary
Comparison Schedule for the
General Fund is presented on
pages C-1 through C-5 of this
report.






MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2016

CAPITAL ASSETS AND DEBT ADMINISTRATION

CAPITAL ASSETS

The County’s investment in capital assets as of June 30, 2016, amounts to $308.6 million (net of accumulated
depreciation of $266.8 million). This investment in capital assets includes land, buildings, improvements,
machinery and equipment, infrastructure, intangibles and construction in progress. The County transferred
$26.1 million in assets to the Department of Education. For the year, the County’s investment in capital assets
increased by $25.2 million or 8.9%. Additional information on the County’s capital assets can be found in the
Notes to the Basic Financial Statements — Note I.

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

o School construction and renovations - $38.4 million

« TN Riverpark Downtown Segment Phase I & II - $6.7 million

 Sale Creek Volunteer Fire Department - $3.8 million
o Tri-Community Volunteer Fire Department - $2.3 million
o Dallas Bay Volunteer Fire Department - $2.2 million

o Purchase of 45 new vehicles - $1.0 million

CAPITAL ASSET ACTIVITY
FOR THE YEAR ENDED JUNE 30, 2016

NET OF DEPRECIATION

Beginning Ending

Balance Additions Retirements Balance
Land $ 72,609,845 $ 254,881 $ (97,341) $ 72,767,385
Construction in progress 36,717,070 56,012,579 (27,492,274) 65,237,375
Buildings 141,996,433 690,223 (670,096) 142,016,560
Improvements other than buildings 26,523,476 - - 26,523,476
Machinery and equipment 43,891,001 4,703,869 (3,212,137) 45,382,733
Infrastructure 210,556,081 6,006,450 - 216,562,531
Intangibles 6,640,664 417,204 (106,097) 6,951,771
Depreciation (255,482,407) (13,675,436) 2,359,255 (266,798,588)
283,452,163 $ 54,409,770 $  (29,218,690) $ 308,643,243
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LONG-TERM DEBT

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2016

General Long-Term Debt

At the end of fiscal year 2016, the County had
general obligation bonds outstanding of $245.0
million, and notes payable and other debt of
$40.1 million. Of the bonded debt, $174.6 million
was issued for Hamilton County Department of
Education capital improvements program.

Additional information on the County’s debt can
be found in the Notes to Basic Financial Statements

Less:

General Obligation Bonds Outstanding ~ $ 245,030,000 85.9%

Other Notes 40,126,979
285,156,979
Unreserved Debt Service Fund Balance (1,849,392)

Net General Long-Term Debt $ 283,307,587

14.1%

- Note L.

Hamilton County is in a strong position financially
and our future is bright due to the sound management
practices that have enabled the County to maintain
solid fund balances and reserves. One measure of
an entity’s financial strength is the level of its fund
balances. The County has consistently maintained
a General Fund balance equivalent to at least three
months of expenditures, which places us in an excellent
position to adequately address most fiscal emergencies.
Our Fund Balance Policy recommends that the fund
balance be no less than 25.0% of the planned operating
expenses.

The County’s excellent bond ratings (AAA by
Standard and Poor’s and Fitch Ratings and Aaa by
Moody’s Investors Service) are further evidence of
its financial strength. These ratings indicate that
the County’s bonds are considered to be very high
investment quality, which translates to lower interest
rates and corresponding lower interest payments.
Having solid conservative financial policies and
strong financial reserves are principal reasons for
these ratings.

ECONOMIC FACTORS AND NEXT YEAR’S
BUDGET AND RATES

The following factors were considered in preparing the
County’s budget for fiscal year 2017:

o The County’s property tax rate has remained

constant with no tax increases since fiscal year

2008. The County Assessor completed the

County’s latest four-year cyclical reappraisal

in fiscal year 2014, and the next reappraisal is

scheduled for completion in fiscal year 2018.

Property tax revenues for fiscal year 2017 are

budgeted to increase by 2.5% over the prior year.

+ Intergovernmental revenues account for

33.0% of the Countys total revenue. The

intergovernmental revenues consist primarily

xviii

OTHER NOTES
$40,126,979
14.1%

BONDED DEBT -
OTHER BONDED DEBT -

$70,414,211 SCHOOLS
24.7% $174,615,789

61.2%

of funding received from the State of Tennessee
and from the Federal government. Eighty-eight
percent of the intergovernmental revenues
are received by the Department of Education
with the remainder going to the General Fund.
Intergovernmental revenues are projected to
grow 3.3% in fiscal year 2017.

Transfers-in from other funds include various
interfund transfers, including excess fees paid
to the General Fund from various constitutional
offices; appropriation from the General Fund
to the Debt Service Fund to cover scheduled
principal and interest payments due in fiscal
year 2017; and transfers in from the Capital
Projects Fund to cover FY 2017 capital outlay
expenditures. Total revenues from transfers
decreased by $3.3 million (6.1%) from the FY
2016 budget primarily due to a decrease in the
appropriation from the General Fund to the
Debt Service Fund.

The General Government (all departments other
than the HCDE) granted employees an across-
the-board pay raise of 2.5% (with a minimum
raise of $1,250 for employees earning less than




$50,000), and HCDE employees received a step
increase, raises of 2.0%, and a $250 bonus. Total
expenses for salaries increased over the prior
year by $11.0 million (3.6%).

Total costs budgeted for employee benefits
increased from the FY 2016 budget by $8.0
million (6.1%). County General Government
costs increased primarily in the health insurance
area, with health insurance costs increasing $5.5
million. Employee benefit costs increased an
additional $250,000 as a result of the adoption
of the new supplemental retirement plan (Bridge
Plan) for qualifying law enforcement personnel
effective August 1, 2016.

Expenditures for Debt Service principal and
interest payments decreased significantly ($4.4
million - 11.2%) from the prior year. The County
issues debt as needed to finance its capital
projects. In addition, the County has a revolving
Line of Credit Agreement through U.S. Bank
through which it is authorized to borrow funds
on a short-term basis (tax anticipation notes
with a term of two years) to assist with its capital
needs. The County is scheduled to repay $24.4
million of debt principal in FY 2017, which is
less than the principal due in FY 2016.

The Hamilton County Department of Education
(HCDE), a discretely presented component unit
of Hamilton County, adopted a fiscal year 2017
budget of $417.7 million (61.0% of the total
budget for Hamilton County).

HCDE’s combined budget growth is 3.0% over
fiscal year 2016. Basic Education Program
(BEP) funding increased by $11.2 million
(8.1%) and is calculated by the State based on
multiple parameters; however, one of the main
components is student enrollment. In fiscal
year 2017, the school district is projecting an
increase in student enrollment of approximately
350 students. Another contributing factor
for FY 2017 is the State increase in the BEP
instructional salary component by 5.6%. The
BEP formula is used by the State to calculate
K-12 funds for public schools in Tennessee.
Increases in the expenditure budgets of HCDE
were attributable primarily to school-based
personnel. These included a 2.0% salary increase
and a $250 bonus. Salary step increases are
calculated annually based on years of service
in accordance with the contract with the
educational association. Instructional positions
were added this year due to the projected
growth in student enrollment, increased
support for students with limited English
proficiency, and additional intensive support
for literacy programs. With over 80% of School
District funds being spent on personnel, the
District closely aligns its staffing levels with the
State’s Basic Education Program and class size
mandates.



REQUESTS FOR INFORMATION

This financial report is designed to present users with
a general overview of the County’s finances and to
demonstrate the County’s accountability. If you have
questions concerning any of the information provided
in this report or need additional information, contact
the Finance Administrator, McDaniel Building, 455
North Highland Park Avenue, Chattanooga, TN 37404.

Additional financial information can be found on our
web site www.hamiltontn.gov

Two discretely presented component units, “911”
Emergency Communication and the Water &
Wastewater Treatment Authority, have separately
issued financial reports that can be obtained from:
Hamilton County “911” Emergency Communication
District, 3404 Amnicola Highway, Chattanooga, TN
37406; Water and Wastewater Treatment Authority,
P.O. Box 8856, Chattanooga, TN 37414.



STATEMENT OF NET POSITION
HAMILTON COUNTY, TENNESSEE
June 30, 2016

ASSETS

Cash and cash equivalents

Certificates of deposit

Investments

Receivables, net of allowance for uncollectibles
Receivables, restricted

Due from component units

Due from primary government

Inventories

Restricted cash

Prepaid items

Advance to component units, net of allowance for uncollectibles
Net pension asset

Net OPEB asset

Investment in joint venture

Land and other nondepreciable assets

Other capital assets, net of accumulated depreciation

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred loss on refunding
Deferred outflows from pensions

Total deferred outflows of resources

LIABILITIES

Accounts payable and accrued expenses
Due to primary government
Due to component units
Long-term liabilities:
Due within one year
Due in more than one year
Net pension liability
Advance from primary government

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unearned property tax revenue
Deferred inflows from pensions
Difference from bond refunding

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for:
Centralized cafeteria
Net pension asset
WWTA PSLP program
Unrestricted

Total net position
The Notes to Basic Financial Statements are an integral part of this statement.

A-1

Primary
Government
Governmental Component
Activities Units

84,630,353 59,735,819
- 9,648,071
80,585,035 73,770,422
151,247,181 164,478,314
- 417,979
896,400 -
- 149,075
1,675,224 573,023
- 6,779,249
195,669 667,657
7,077,504 -
1,539,291 1,263,702
590,216 -
3,744,531 -
138,004,760 27,475,734
170,638,483 423,197,680
640,824,647 768,156,725
4,683,625 -
29,923,483 50,621,228
34,607,108 50,621,228
37,556,779 33,653,475
- 896,400
149,075 -
27,378,493 10,871,694
300,168,080 51,567,931
12,340,617 1,717,724
- 13,391,979
377,593,044 112,099,203
114,572,416 129,839,126
25,759,591 71,282,646
- 188,432
140,332,007 201,310,204
243,547,592 424,025,301
- 4,401,974
- 1,063,754
- 7,749,591
(86,040,888) 68,127,926
157,506,704 505,368,546




STATEMENT OF ACTIVITIES

HAMILTON COUNTY, TENNESSEE
Year Ended June 30, 2016

Program Revenues

Operating
Charges for Grants and
Functions/Programs Expenses Services Contributions
PRIMARY GOVERNMENT
Government activities:
General government $ 66,599,969 $ 20,749,436 $ 4,286,796
Public safety:
Sheriff 31,342,346 550,006 2,670,784
Criminal Court 4,048,753 1,759,490
Juvenile Court 1,633,352 436,100 -
Ambulance Services 9,966,416 7,956,293 -
Other 37,949,711 3,182,933 5,418,747
Highways and streets 11,666,094 2,966,389 5,247,767
Health 21,983,102 2,311,092 9,017,050
Social services 6,914,723 4,373,514 -
Culture and recreation 8,898,519 659,701 1,630,120
Education 24,300,782 - -
Interest on long-term debt 8,264,495 - -
TOTAL PRIMARY GOVERNMENT $ 233,568,262 $ 44,944,954 $ 28,271,264
COMPONENT UNITS
Department of Education $ 397,626,438 $ 8,453,419 $ 50,975,052
"911" Emergency Communications 12,213,915 - 5,331,309
Water and Wastewater Treatment Authority 13,964,889 18,984,199 -
Railroad Authority 142,406 134,056 -
TOTAL COMPONENT UNITS $ 423,947,648 $ 27,571,674 $ 56,306,361
General revenues:
Property taxes
Sales taxes

Business taxes

Hotel/Motel taxes

Other taxes

Gain (loss) on joint venture

Unrestricted investment earnings

Grants and contributions not restricted to specific programs
Gain (loss) on disposal of property

Total general revenues

Change in net position
Net position, beginning

Net position, ending

The Notes to Basic Financial Statements are an integral part of this statement.



Net (Expenses) Revenues and
Changes in Net Position

Primary
Capital Government
Grants and Governmental Components
Contributions Activities Units
$ 14,573,339 $ (26,990,398)
- (28,121,556)
- (2,289,263)
- (<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>