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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Mid-South Food Bank
Memphis, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Mid-South Food Bank, Inc. (a nonprofit 
organization), which comprise the statement of financial position as of June 30, 2015, and the related 
statements of activities and changes in net assets, functional expenses, and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Mid-South Food 
Bank, Inc.'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 Mid-South Food Bank, Inc.'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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Mid-South Food Bank, Inc. as of June 30, 2015, and the changes in its net assets and 
its cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Other Matters

Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying schedule of expenditures of federal awards, as required by Office of Management and 
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is presented 
for purposes of additional analysis and is not a required part of the financial statements. Such information 
is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been subjected 
to the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the 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, the information is fairly stated, in all material respects, in relation to the 
financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report, dated November 5, 
2015, on our consideration of Mid-South Food Bank Inc.'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 Mid-South Food Bank's 
internal control over financial reporting and compliance. 

November 5, 2015



STATEMENT OF FINANCIAL POSITION

Mid-South Food Bank, Inc.
June 30, 2015

See notes to financial statements. 4

Temporarily 
Unrestricted Restricted Total

ASSETS

Current assets
Cash and cash equivalents 803,166$         176,112$         979,278$         
Certificates of deposit 750,751           -                   750,751           
Investments, at fair value 2,077,171 300,000           2,377,171        
Receivables, net 87,516             93,198             180,714           
Inventories

Jumpstart food 154,596 -                   154,596           
Contributed food 953,020 -                   953,020           
Purchased Product 251,996 -                   251,996           
Undistributed USDA commodities -                   34,414             34,414             

Prepaid expenses 64,563 -                   64,563             
Total current assets 5,142,779        603,724           5,746,503        

Property and equipment, net 5,419,025 -                   5,419,025

Total assets 10,561,804$    603,724$         11,165,528$    

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable 89,888$           -$                 89,888$           
Accrued expenses 155,408 -                   155,408           
Deferred compensation, current portion 19,723 -                   19,723             
Note payable, current portion 37,506 -                   37,506             

Total current liabilities 302,525           -                   302,525           

Note payable, less current portion 1,507,214 -                   1,507,214

Total liabilities 1,809,739        -                   1,809,739        

Net assets 8,752,065        603,724           9,355,789        

Total liabilities and net assets 10,561,804$    603,724$         11,165,528$    



STATEMENT OF ACTIVITIES

Mid-South Food Bank, Inc.
Year Ended June 30, 2015
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Temporarily
Unrestricted Restricted Total

Revenues, gains, and other support:
Direct contributions: 

Contributions 2,689,322$   783,534$       3,472,856$   
2,689,322     783,534         3,472,856     

In-kind contributions:
USDA commodities -                1,242,109 1,242,109     
Food 18,229,070 -                 18,229,070   
Other 84,854 84,854          

18,313,924   1,242,109      19,556,033   

Grants: 
Government -                414,004 414,004        
Other 212,986 449,235 662,221        

212,986        863,239         1,076,225     

Other income: 
Shared maintenance 860,475 -                 860,475        
Investment income 31,111 -                 31,111          
Miscellaneous 25,924 -                 25,924          

917,510        -                 917,510        

Net assets released from restrictions:
Contributions 689,290        (689,290)       -                
USDA commodities 1,538,268     (1,538,268)    -                
Grants - Federal and other 942,810        (942,810)       -                

3,170,368     (3,170,368)    -                

Total revenue 25,304,110   (281,486)       25,022,624   

Expenses
Food Bank Warehouse

Contributed food 18,158,752   -                 18,158,752   
Contributed food - USDA 1,538,268 -                 1,538,268     
Operations 3,917,740     -                 3,917,740     

General & Administration 393,450        -                 393,450        
Fundraising 684,267        -                 684,267        

Total expenses 24,692,477   -                 24,692,477   

Change in net assets 611,633        (281,486)       330,147        

Net assets at beginning of year as restated (Note 1) 8,140,432     885,210         9,025,642     

Net assets at end of year 8,752,065$   603,724$       9,355,789$   



STATEMENT OF FUNCTIONAL EXPENSES

Mid-South Food Bank, Inc.
Year Ended June 30, 2015

See notes to financial statements. 6

Food Bank General & 

Warehouse Administration Fundraising Total

Salaries and wages 1,177,083$  200,950$     239,090$     1,617,123$  

Taxes and fringe benefits 283,344       48,200         56,666         388,210       

Contract personnel 4,771           -               -               4,771           

Professional services 133,395       62,160         363,793       559,348       

Travel and meetings 5,554           7,331           3,124           16,009         

Personnel expenses 645              8,730           518              9,893           

Building/equipment maintenance 140,711       1,058           -               141,769       

Vehicle maintenance 94,510         -               -               94,510         

Fuel and oil 94,352         -               -               94,352         

Freight 17,339         -               -               17,339         

Utilities 246,112       1,264           1,292           248,668       

Taxes and licenses 114,163       2,540           -               116,703       

Insurance 116,925       7,014           10,315         134,254       

Security 24,076         223              133              24,432         

Telephone 28,766         2,178           1,858           32,802         

Postage 18,462         916              599              19,977         

Equipment rental 2,940           599              -               3,539           

Supplies 88,624         9,059           4,292           101,975       

Memberships and subscriptions 445              24,530         1,125           26,100         

Food purchases 1,049,922    -               -               1,049,922    

Miscellaneous 3,875           201              534              4,610           

In-kind 67,429         16,497         928              84,854         

Expenses before depreciation 3,713,443    393,450       684,267       4,791,160    

Depreciation 204,297 -               -               204,297

Total expenses 3,917,740    393,450       684,267       4,995,457    

In-kind food disbursed 18,158,752  -               -               18,158,752  

USDA food disbursed 1,538,268    -               -               1,538,268    

Total Expenses including in-kind 23,614,760$ 393,450$     684,267$     24,692,477$



STATEMENT OF CASH FLOWS

Mid-South Food Bank, Inc.
Year Ended June 30, 2015

See notes to financial statements. 7

Operating activities
Change in net assets 330,147$      
Adjustments to reconcile the change in net assets to net 

cash provided by operating activities
Depreciation 204,297        
Net realized and unrealized loss on investments 5,145            
Inventory - contributed food (70,318)         
Inventory - contributed USDA commodities 296,159        
Changes in operating assets and liabilities:

Receivables (133,372)       
Inventories (258,598)       
Prepaid expenses 4,718            
Accounts payable (77,382)         
Accrued expenses 15,595          
Deferred compensation (46,673)         

Net cash provided by operating activities 269,718        

Investing activities
Purchases of property and equipment (456,935)       
Purchase of investments (26,299)         
Proceeds from sales of marketable securities 713,979        

Net cash provided by investing activities 230,745        

Financing activities
Principal payments on long-term debt (35,978)         

Net cash used for financing activities (35,978)         

Net change in cash and cash equivalents 464,485        

Cash and cash equivalents at beginning of year 514,793        

Cash and cash equivalents at end of year 979,278$      

Supplemental cash flow information:
Interest paid 41,268$        
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

The Mid-South Food Bank, Inc. (the "Food Bank") is a nonprofit Tennessee corporation serving 
West Tennessee, East Arkansas and North Mississippi. The Food Bank is a member of Feeding 
America, a national food bank network. The Food Bank operates as a clearinghouse to receive, store 
and distribute food and non-grocery items. Donors include food manufacturers, wholesalers, 
brokers, retailers, other food service establishments, local companies and individuals. The Food 
Bank distributes food to nonprofit agencies that serve the ill, needy and infants. For the period 
ending June 30, 2015, the Food Bank distributed food to approximately 293 charitable programs. 

Prior Period Adjustment

An adjustment to beginning net assets in the amount of $26,498 was made to capitalize interest 
related to certain building improvements on a building, not yet placed in service at July 1, 2014. As 
such interest expense was overstated by $26,498 and net assets were understated by $26,498 at June 
30, 2014.

Net Assets

The Food Bank prepares its financial statements on the accrual basis of accounting. Balances and 
transactions are recorded according to the existence or absence of donor-imposed restrictions.  This 
has been accomplished by classification of such balances and transactions into three classes of net 
assets – permanently restricted, temporarily restricted and unrestricted.

Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence 
of donor-imposed restrictions.  

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that must 
be maintained permanently by the Food Bank.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may 
or will be met by actions of the Food Bank or the passage of time.

Unrestricted net assets - Net assets not subject to donor-imposed stipulations.
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Revenues are reported as increases in unrestricted net assets unless use of the related assets is 
limited by donor-imposed restrictions.  Expenses are reported as decreases in unrestricted net assets.  
Gains and losses on investments and other assets or liabilities are reported as increases or decreases 
in unrestricted net assets unless their use is restricted by explicit donor stipulation or by law.  
Expiration of temporary restrictions on net assets (i.e., the donor-imposed stipulated purpose has 
been fulfilled or the stipulated time period has elapsed) are reported as reclassifications between the 
applicable classes of net assets.  During the year ended June 30, 2015, the Food Bank released 
temporarily restricted net assets for expenses related to the distribution of food. 

Use of Estimates

Accounting principles generally accepted in the United States of America (U.S. GAAP) require 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the reporting period.  Significant financial 
statement estimates are the estimated fair value of the investments (Note 3). Management believes 
that its estimates provided in the financial statements are reasonable.  However, actual results could 
differ from those estimates. 

Concentrations of Credit Risk

Due to the nature of its business and the volume of revenue activity, the Food Bank can accumulate, 
from time to time, bank balances in excess of the insurance provided by federal deposit insurance 
authorities.  The risk of maintaining deposits in excess of amounts insured by federal deposit
insurance authorities is managed by maintaining such deposits in high quality financial institutions.

Cash and Cash Equivalents and Certificates of Deposit

Cash and cash equivalents include all cash balances and highly liquid investments with an original 
maturity of three months or less. The carrying value of certificates of deposit is equivalent to their 
fair value. 

Receivables

In exchange for the food and grocery items agencies receive, the agencies contribute a per-pound 
handling fee to the Food Bank, referred to as a shared maintenance fee. This fee ranges from zero to 
nineteen cents per pound. It is the policy of the Food Bank to reserve the right to suspend the 
shopping privileges of an agency with past due balances of 60 days or more when an agency remains 
unresponsive to collection efforts. Collateral is not required to support customer receivables. An 
allowance for bad debt is established for accounts receivable that are determined to be uncollectible 
based on a periodic review of the accounts by management. As of June 30, 2015, the allowance for 
doubtful accounts totaled $1,000. There was no bad debt expense for the year then ended. 

Also included in receivables are amounts owed to the Food Bank from various granting agencies. 
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Inventories – Food and Commodities

Inventories consist of purchased product, jumpstart food, contributed food, and undistributed United 
States Department of Agriculture (USDA) commodities. 

 Purchased Product and Jumpstart Food – This inventory consists of undistributed food 
purchased by the Food Bank, which is valued at cost using the first-in, first-out method,

 Contributed Food - This inventory consists of contributed food which is valued at an average 
wholesale market price per pound, as determined by Feeding America. 

 Undistributed USDA Commodities - By virtue of a federal non-cash award (grant) program, the 
Tennessee Department of Agriculture, in accordance with regulations set forth by the USDA, 
provides commodities to the Food Bank for distribution to charitable agencies that serve meals 
to the homeless, low-income families, and other needy individuals. The value of the 
commodities received, as determined by the Tennessee Department of Agriculture, for the 
period ended June 30, 2015, was $1,242,109. The value of USDA commodities on hand as of 
June 30, 2015 was $34,414. 

Long-Lived Assets

Property and equipment purchased by the Food Bank are recorded at cost. The Food Bank follows 
the practice of capitalizing all expenditures for property and equipment in excess of $2,500. Donated 
equipment is recorded at its estimated fair value at the date of donation. Depreciation of property 
and equipment is provided on a straight-line basis over the estimated useful lives of the assets. Upon 
the disposal of property and equipment, the cost and accumulated depreciation are removed from the 
related accounts and any gain or loss is reflected in operations. Maintenance, repairs, and renewals 
that neither materially add to the value of the property and equipment nor appreciably prolong its 
life are charged to expense as incurred. 

The Food Bank reviews its long-lived assets, including property and equipment, for impairment 
whenever events or circumstances indicate that the carrying amount of an asset may not be 
recoverable.  In the event an impairment exists, a loss is recognized as the amount by which the 
carrying amount of the asset exceeds its fair value.  No impairment has been recognized in the 
accompanying statement of activities.  

Investments

Investments with readily determinable fair values are reported at their fair values in the statement of 
financial position.  Net realized and unrealized gains and losses are included in the statement of 
activities.  Investment income and gains restricted by a donor are reported as increases in 
unrestricted net assets if the restrictions are met (either by passage of time or by use) in the reporting 
period in which the income and gains are recognized.
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Income Recognition and Investment Valuation

Dividend income is recorded on the payable date. Income from other investments is recorded as 
earned on an accrual basis. 

Purchases and sales of securities are recorded on a settlement date basis. Gain or loss on sales of 
securities is based upon specific identification. 

In-Kind Contributions

The Food Bank records various types of in-kind contributions received in the course of daily 
operations including professional services, supplies and food. Contributed professional services are 
recognized if the services received (a) create or enhance long-lived assets or (b) require specialized 
skills, are provided by individuals possessing those skills, and would typically need to be purchased 
if not provided by donations. 

Advertising

The Food Bank charges the costs of advertising to expense as incurred. Advertising expenses totaled 
$250 for the period ended June 30, 2015.

Income Taxes

The Internal Revenue Service has classified the Food Bank as other than a private foundation which 
is exempt from federal income taxes on related business income and federal unemployment taxes 
under Section 501(c)(3) of the United States Internal Revenue Code. The Food Bank is similarly 
exempted from Tennessee taxes in its related exempt income under provisions of the Tennessee Tax 
Code. Consequently, no federal or state income taxes have been provided in these statements. The 
Food Bank does not have any unrelated business income for the period ended June 30, 2015.

In accordance with U.S. GAAP, if applicable, the Food Bank recognizes interest expense and 
penalties related to uncertain tax positions as interest expense and penalties in operating expenses. 
No amounts have been recognized in operating expenses for the year ended June 30, 2015. The 
Food Bank is subject to routine audits by taxing jurisdictions: however, there are currently no audits 
for any tax periods in progress. 

Functional Allocation of Expenses

The cost of providing the program, fund-raising and administrative activities has been summarized 
on a functional basis in the statement of functional expenses. Accordingly, certain costs have been 
allocated among the program, fund-raising, and administrative activities benefited. 
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Subsequent Events

Management has reviewed events occurring through November 5, 2015, financial statements were 
available to be issued, and no subsequent events occurred requiring accrual or disclosure.

Reclassifications

Certain information from the 2014 financial statements has been reclassified to conform to the 2015 
presentation.

2. BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION

The Food Bank has a beneficial interest in certain funds, which are held by the Community 
Foundation of Greater Memphis (“CFGM”). These investments are governed by an agreement 
between the Food Bank and CFGM. The Food Bank may, at any time, without premium or penalty, 
request that all or part of the unrestricted assets constituting the fund be granted to the Food Bank. 

Fees related to the management of these funds were $13,978 for the year ended June 30, 2015. 

3. FAIR VALUE OF INVESTMENTS

U.S. GAAP defines fair value and establishes a framework for measuring fair value.  Fair value 
measurements apply to financial assets and liabilities, as well as non-financial assets and liabilities 
which are re-measured at least annually.

U.S. GAAP establishes a hierarchy for inputs used in measuring fair value that maximizes the use of 
observable market data, when available, and minimizes the use of unobservable inputs when 
determining fair value.  Observable inputs reflect assumptions market participants would use in 
pricing an asset or liability based on market data obtained from independent sources.  Unobservable 
inputs reflect the Food Bank’s assumptions about the assumptions market participants would use in 
pricing an asset or liability based on the best information available in the circumstances.

The Food Bank groups its assets and liabilities measured at fair value in three levels based on the 
reliability of valuation inputs used to determine fair value.  The proper level of fair value 
measurement is determined based on the lowest level of significant input.  The levels are as follows:

 Level 1 valuations are based on quoted prices in active markets for identical assets or 
liabilities.
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 Level 2 valuations are based on inputs other than quoted prices included in Level 1 that are 
observable for assets or liabilities, either directly or indirectly.  These inputs include quoted 
prices for similar assets or liabilities in active markets, quoted prices for identical or similar 
assets or liabilities in markets that are not active (i.e. markets in which there are few 
transactions for the assets or liabilities, the prices are not current, or price quotes vary 
substantially either over time or among market makers), and modeling techniques based on 
inputs that are observable for the assets or liabilities.

 Level 3 valuations are based on modeling techniques using significant assumptions that are 
not observable in the market.  The assumptions reflect the Food Bank’s own assumptions 
that market participants would use in pricing the assets or liabilities.  

The availability of observable inputs varies from product to product and is affected by a variety of 
factors, including the type of product, whether the product is new and not yet established in the 
marketplace, and other characteristics particular to the transaction.  To the extent valuation is based 
on models or inputs that are less observable or unobservable in the market, the determination of fair 
value requires more judgment.  Accordingly, the degree of judgment exercised by the Food Bank in 
determining fair value is greatest for instruments categorized in Level 3.

The fair value of the pooled funds below as of June 30, 2015, was estimated by CFGM based 
primarily on the fair market value of the underlying investments. Because the fair value is based on 
unobservable inputs, the account is classified within Level 3 valuation hierarchy. Disclosure of 
unobservable inputs to fair value measurement has not been included for the pooled investments 
because quantitative unobservable inputs are not developed by the Food Bank when measuring fair 
value and have not been made available to the Food Bank by CFGM. 

Financial assets measured at fair value on a recurring basis include the following:

CFGM balanced pool: Invested in equities, fixed income securities, cash equivalents, alternative 
investments and real assets 

CFGM equity pool: Invested in large-cap U.S. equities, small-and mid-cap U.S. equities, 
international equities and hedged equities

CFGM money market pool: Invested in money market funds

Information pertaining to investments measured at fair value on a recurring basis aggregated by 
valuation input level follows:
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Total Value Value Value 
Carrying Using Using Using 

Value Level 1 Level 2 Level 3

CFGM Balanced Pool 1,061,047$           -$             -$             1,061,047$    

CFGM Equity Pool 1,068,396             -               -               1,068,396      
CFGM Money Market Pool 247,728                -               -               247,728         

Total 2,377,171$           -$             -$             2,377,171$    

 Assets at Fair Value as of June 30, 2015

Changes in Fair Value Levels

The availability of observable market data is monitored to assess the appropriate classification of 
financial instruments within the fair value hierarchy.  Changes in economic conditions or model-
based valuation techniques may require the transfer of financial instruments from one fair value 
level to another.  In such instances, the transfer is reported at the beginning of the reporting period. 

The following details the activity for the year ended June 30, 2015 for financial instruments valued 
by the Food Bank using the Level 3 of the valuation hierarchy for assets measured at fair value on a 
recurring basis. When a determination is made to classify a financial instrument as Level 3 of the 
valuation hierarchy, the determination is based upon the significance of the unobservable factors to 
the overall fair value measurement. However, since Level 3 financial instruments typically include, 
in addition to the unobservable or Level 3 components, observable components (that is, components 
that are actively quoted and can be validated to external sources), the gains and losses in the table 
below include changes in fair value due in part to observable factors that are part of the valuation 
methodology. 

Fair value at July 1, 2014 3,067,550$  
Interest and dividend income 28,745         
Realized gains 184,449       
Unrealized loss (189,594)      
Sales, net of fees and charges (713,979)      

Fair value at June 30, 2015 2,377,171$  
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4. RECEIVABLES

Accounts receivable at June 30, 2015, consist of the following:

Unrestricted Restricted Total

Shared maintenance, net 40,662$                -$             40,662$       
Grants -                        93,198 93,198
Other 46,854 -               46,854

Total receivables 87,516$                93,198$       180,714$     

Grants receivable at June 30, 2015, consist of the following:

Tennessee Department of Agriculture 48,304$       
Federal Emergency Management Agency 44,867

City  of Memphis 27

93,198$       

5. PROPERTY AND EQUIPMENT

A summary of property and equipment at June 30, 2015 follows:

Land and improvements 238,490$     
Building and improvements 6,554,179
Furniture and equipment 665,501
Automotive equipment 887,656

8,345,826
Less accumulated depreciation and amortization 2,926,801

Total property and equipment, net 5,419,025$  
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6. ACCRUED EXPENSES

Accrued expenses consist of the following:

Salaries and payroll tax payable 43,587$       
Vacation payable 27,017
401(k) payable 31,601
Shared maintenance - credit balance 19,467
Other 33,736

155,408$     

7. IN-KIND CONTRIBUTED FOOD AND SERVICES

Contributions of food donated by the general public to the Food Bank and food purchased with 
contributed funds and distributed to charitable agencies is classified in the statement of activities 
under support and revenue and a corresponding expense is recognized under program services as 
contributed food is disbursed. Feeding America valued such food at an average of $1.70 per pound 
for the period ended June 30, 2015. 

The value of the USDA commodities received and distributed is included in the statement of 
activities as USDA commodities and an offsetting expense is recognized under Food Bank 
warehouse program services as USDA commodities distributed. The value of commodities received 
but not distributed has been recorded on the statement of financial position as undistributed USDA 
commodities and as temporarily restricted net assets. 

Development and special events coordinators manage the Food Bank's fundraising activities, with 
significant participation by members of the Board of Directors. The fundraising expenses in the 
accompanying financial statements reflect the expenses of staff members, but do not reflect the 
value of the volunteer fundraising effort by the Board of Directors. 

Additionally, the Food Bank received a significant amount of contributed time from general 
volunteers and various donated supplies, which do not meet the recognition criteria. Accordingly, 
the value of this contributed time and donated supplies has not been determined and is not reflected 
in the accompanying financial statements. 
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The Food Bank recognized in-kind contributions, changes in inventory, and expenses for the year 
ended June 30, 2015 as follows:

Change in 
Contribution Inventory Expense

Contributed Food 18,229,070$         70,318$       18,158,752$
Contributed Food - USDA 1,242,109             (296,159)      1,538,268    
Goods 54,423                  -               54,423         
Services 18,931                  -               18,931         
Transportation 11,500                  -               11,500         

19,556,033$         (225,841)$    19,781,874$
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8. GRANT INCOME

Grants consist of the following for the year ended June 30, 2015:

Net Assets
Temporarily Released

Unrestricted Restricted from
Government Grants: Support Support Total Support Restrictions

Federal Emergency Management Agency -$             124,348$     124,348$       79,481$        
TN Dept of Agriculture - cash assistance -               204,656       204,656         156,352        

City of Memphis, TN:

       Perishable food program -               60,000         60,000           59,973          
       Backpack program -               25,000         25,000           25,000          

Total government grants -               414,004 414,004 320,806

Other Grants:
Feeding America:
       Unilever 10,000 -               10,000 10,000
       unite4:good -               5,000           5,000             5,000            
       Disney Worldwide -               15,000         15,000           15,000          
       ConAgra -               40,000         40,000           36,805          
       Costco -               20,000         20,000           20,000          
       Monsanto Invest an Acre -               2,500           2,500             638               
Carmax 1,000           -               1,000             1,000            
Walmart -               50,000         50,000           35,656          
Caesars -               18,271         18,271           -                
Buckman -               21,840         21,840           14,259          
SL Gimbel Foundation -               10,000         10,000           10,000          
AutoZone 35,000         15,000         50,000           12,883          
MassMutual -               5,000           5,000             5,000            
CSX Transportation 5,000           -               5,000             5,000            
Allstate Foundation 1,000           -               1,000             1,000            
Nationwide Foundation 25,000         -               25,000           25,000          
Kroger 20,000         20,000         40,000           40,000          
Exxon 1,000           -               1,000             1,000            
BlueScope Foundation -               5,000           5,000             5,000            
JUGS Int'l -               5,000           5,000             5,000            
Cargill -               15,000         15,000           5,826            
FedEx 61,711         -               61,711           61,711          
Wells Fargo 5,000           -               5,000             5,000            
Woodforest Charitable Foundation -               3,580           3,580             3,580            
International Paper -               2,500           2,500             2,500            
HW Durham Foundation -               100,000       100,000         100,000        
Cummins Foundation -               12,500         12,500           -                
MAZON 10,000         -               10,000           10,000          
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Net Assets
Temporarily Released

Unrestricted Restricted from
Support Support Total Support Restrictions

Community Foundation of Greater Memphis -$             23,390$       23,390$         -$              
Plough Foundation -               11,654         11,654           9,691            
Church of the Holy Communion 5,000           -               5,000             5,000            
Bank of America 10,000         -               10,000           10,000          
MGM Mirage Foundation -               10,000         10,000           10,000          
First Tennessee 10,000         -               10,000           10,000          
John Dustin Buckman Foundation -               25,000         25,000           -                
Idlewild 3,275           13,000         16,275           16,275          
Thomas Briggs Foundation 10,000         -               10,000           10,000          

Total other grants 212,986 449,235 662,221 507,824

Total grants 212,986$     863,239$     1,076,225$    828,630$      

Release of grant revenue received in prior years 114,180        

942,810$      

9. DEFINED CONTRIBUTION RETIREMENT PLAN

The Food Bank has a 401(k) defined contribution retirement plan that covers all eligible employees.
All employees at least twenty and one-half years of age with a minimum of twelve months of 
service are eligible to participate. Participants may contribute up to the annual limit as established 
by the tax laws. For the year end 2015, the employer made a 3% Safe Harbor non-elective 
contribution and a 2% discretionary contribution. All employer contributions are allocated to the 
plan participants proportionate to their salary. Benefits vest in accordance with the terms contained 
within the plan. 

Employer contributions for the year ended June 30, 2015 totaled $71,417, which is included in taxes 
and fringe benefits. The employer's liability under the plan is limited to the amounts contributed, as 
defined in the plan documents. 

10. RELATED PARTY TRANSACTIONS

In the normal course of business, the Food Bank purchases food from local grocers who have 
representatives on the Food Bank's Board of Directors. The amount purchased from these grocers 
during the year ended June 30, 2015 totaled $2,138. The Food Bank also purchased graphic
services from a local artist, who is also the spouse of one of the Food Bank's employees, totaling 
$3,130 for the year ended June 30, 2015. 
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11. DEFERRED COMPENSATION

On December 29, 2010, the Food Bank signed an agreement in connection with the retirement of the 
former President and Chief Executive Officer of the Food Bank, in recognition of previous services 
performed. Per the agreement, an amount of $47,670 per year is to be paid in monthly installments 
of $3,973, for the five years beginning January 2011 through December 2015. The present value of 
these funds as of June 30, 2015 totaling $19,723 is recorded as a liability of the Food Bank. 

12. TEMPORARILY RESTRICTED NET ASSETS

Net assets temporarily restricted for time and purpose are detailed as follows:

Assisi Foundation Food Assurance Fund 300,000$     
Software Upgrade 58,240         
USDA Grant 48,304         
FEMA Grant 44,867         
USDA commodities to distribute 34,414         
Mobile Pantry 29,951         
Backpack 28,743         
Kids Café 27,354         

Cereal Drive 14,620         
Walmart - MS 14,344         
Other 2,887           

603,724$     

13. LONG-TERM DEBT

In November 2013, the Food Bank obtained a note payable due to bank to purchase a building to be 
used as its new facility. The note payable is due in monthly installments of $6,437 including interest 
at 2.6% with a balloon payment due at the maturity date of December 23, 2016 of approximately 
$1,500,000. The loan balance as of June 30, 2015 was $1,544,720. The aggregate amount of 
installments for each of the years following June 30, 2015 is: 2016 - $37,506; 2017 - $1,507,214. 

The amount of interest capitalized during the year ended June 30, 2015 was $41,268 as the building 
is under renovations and has not been placed in service as of June 30, 2015.



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE

Mid-South Food Bank, Inc.
Year Ended June 30, 2015

21

CFDA Contract Receivable Cash Receivable

Grantor Number Number 6/30/2014 Receipts Expenditures 6/30/2015

MAJOR FEDERAL PROGRAMS:

U.S. Department of Agriculture

TN Department of Agriculture

Emergency Food Assistance Program - cash assistance 10.568 43151 16,640$      78,493$      61,853$      -$            

Emergency Food Assistance Program - cash assistance 10.568 45868 -              94,499        142,803      48,304        

Program 10.568 Subtotal 16,640        172,992      204,656      48,304        

Emergency Food Assistant Program - commodities 10.569 N/A -              1,538,268   1,538,268   

Total Major Federal Programs 16,640        1,711,260   1,742,924   48,304

OTHER FEDERAL PROGRAMS:

U.S. Department of Housing and Urban Development/

City of Memphis, TN

Perishable Food Recovery Program 14.218 31010 7,279          7,279          -              -              

Perishable Food Recovery Program 14.218 31829 -              59,973        60,000        27               

Backpack Program 14.218 31008 -              25,000        25,000        

Federal Emergency Management Agency (FEMA)/

United Way of the Mid-South

Emergency Food and Shelter Program 97.024 778200-004 -              79,481        124,348      44,867        

Total Other Federal Programs 7,279          171,733      209,348      44,894        

TOTAL FEDERAL AWARDS 23,919$      1,882,993$ 1,952,272$ 93,198$      
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NOTE 1 - BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the grant activity 
of the Food Bank, for the year ended June 30, 2015. The information in this schedule is presented in 
accordance with the requirements of the Office of Management and Budget (OMB) Circular A-133, 
Audits of States, Local Governments and Non-Profit Corporations and the State of TN, Audit Manual. 
Because the schedule presents only a selected portion of the operations of the Food Bank, it is not 
intended to and does not present the financial position, changes in net assets or cash flows of the Food 
Bank. 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 
are recognized following cost principles contained in OMB Circular A-122, Cost Principles for Non-
profit Organizations, wherein certain types of expenditures are not allowable or are limited as to 
reimbursement. Negative amounts, if shown on the Schedule, represent adjustments or credits made in the 
normal course of business to amounts reported as expenditures in prior years. 

NOTE 3 - FOOD DISTRIBUTION 

Non-monetary assistance is reported in the schedule of expenditures of government awards as determined 
by the Tennessee Department of Agriculture, During the year ended June 30, 2015, the Food Bank 
received USDA commodities totaling $1,242,109 and disbursed USDA commodities totaling $1,538,268.
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Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance With 

Government Auditing Standards

Board of Directors
Mid-South Food Bank, Inc.
Memphis, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Mid-South Food Bank, 
Inc. (a nonprofit organization), which comprise the statement of financial position as of June 30, 2015, 
and the related statements of activities, and cash flows for the period then ended, and the related notes to 
the financial statements, and have issued our report thereon dated November 5, 2015 . 

Internal Control over Financial Reporting 

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 



REYNOLDS
BONE &
GRIESBECK PLC
CERTIFIED PUBLIC ACCOUNTANTS & ADVISORS

24

Compliance and Other Matters 

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

Purpose of this Report 

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

November 5, 2015
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Independent Auditor’s Report on Compliance for Each Major Program and on Internal Control 
over Compliance Required by OMB Circular A-133

Board of Directors
Mid-South Food Bank, Inc.
Memphis, Tennessee

Report on Compliance for Each Major Federal Program 

We have audited Mid-South Food Bank, Inc.'s compliance with the types of compliance requirements 
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect 
on each of Mid-South Food Bank, Inc.'s major federal programs for the year ended June 30, 2015. Mid-
South Food Bank, Inc.'s major federal programs are identified in the summary of auditor's results section 
of the accompanying schedule of findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and 
grants applicable to its federal programs. 

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Mid-South Food Bank, Inc.'s major 
federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about Mid-
South Food Bank, Inc.'s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Mid-South Food Bank, 
Inc.'s compliance. 



REYNOLDS
BONE &
GRIESBECK PLC
CERTIFIED PUBLIC ACCOUNTANTS & ADVISORS

26

Opinion on Each Major Federal Program 

In our opinion, Mid-South Food Bank, Inc. complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its 
major federal programs for the year ended June 30, 2015. 

Report on Internal Control Over Compliance 

Management of Mid-South Food Bank, Inc. is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In planning 
and performing our audit of compliance, we considered Mid-South Food Bank, Inc.'s internal control over 
compliance with the types of requirements that could have a direct and material effect on each major 
federal program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of Mid-South Food Bank, Inc.'s internal control over compliance. 

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

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of 
OMB Circular A-133. Accordingly, this repot is not suitable for any other purpose. 

November 5, 2015
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SECTION I – SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

- Material weakness(es) identified? yes X no

- Noncompliance material to financial statements
noted? yes X no

Federal Awards:

Internal control over major programs:

- Material weakness(es) identified? yes X no

Type of auditor’s report issued on compliance for
major program: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of 
OMB Circular A-133? yes X no

Identification of major programs:

CFDA No. 10.569 Emergency Food Assistance Program – Commodities
CFDA No. 10.568 Emergency Food Assistance Program – Cash Assistance

Threshold for distinguishing type A and B programs: $300,000

Auditee qualified as low risk auditee as defined in

OMB A-133: X yes no
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SECTION II – FINANCIAL STATEMENT FINDINGS

There are no financial statement findings for the year ended June 30, 2015.

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no federal award findings or questioned costs for the year ended June 30, 2015.
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The prior year financial statements were audited by predecessor auditors, whose report, dated November 
19, 2014, indicated the following results:

Financial Statement Findings

None noted. 

Federal Award Findings and Questioned Costs 

None noted. 


