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METROPOLITAN GOVERNMENT OF NASHVILLE AND DAVIDSON COUNTY

JOHN COOPER OFFICE OF THE MAYOR
MAYOR METROPOLITAN COURTHOUSE
NASHVILLE, TENNESSEE 37201

PHONE: (615) 862-6000

EMAIL: mayor@nashville.gov

October 31, 2021

To the Citizens of Nashville and Davidson County, Tennessee:

FORMAL TRANSMITTAL OF THE ANNUAL COMPREHENSIVE FINANCIAL REPORT

We are pleased to submit the Annual Comprehensive Financial Report (ACEFR) of the Metropolitan
Government of Nashville and Davidson County, Tennessee (the Government) for the fiscal year ended June
30, 2021. Responsibility for both the accuracy of the data, completeness, and fairness of the presentation,
including all disclosures, rests with the management of the Government. To the best of our knowledge and
belief, the financial report is accurate in all material respects and fairly presents the financial position and
results of operations of the funds and component units of the Government in accordance with generally
accepted accounting principles (GAAP). All disclosures necessary to enable the reader to gain an
understanding of the Government's financial activities have been included.

The Government is required to undergo an annual single audit in conformity with the provisions of the Single
Audit Act, as amended, and Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Information
related to this single audit, including the schedules of federal and state financial assistance, findings and
recommendations, and independent auditors’ reports on the internal control structure and compliance with
applicable laws and regulations, are not included herein but are reported separately.

In conformity with generally accepted accounting principles, this report includes all funds of the primary
government and all component units. For purposes of this report, the primary government includes all
departments and agencies of the Government which are not separate legal entities, including the Department
of Water and Sewerage Services and Metropolitan Nashville Public Schools. The component units include
those separate legal entities whose relationships with the primary government meet the criteria for inclusion.

The Government is required to provide a narrative introduction, overview and analysis to accompany the basic
financial statements in the form of management's discussion and analysis (MD&A). This letter of transmittal
is intended to complement MD&A and should be read in conjunction with it. The Government's MD&A can
be found immediately following the report of the independent auditors.

METROPOLITAN GOVERNMENT AND THE REPORTING ENTITY

The Metropolitan Government is the capital and most populous city of the State of Tennessee. It is located
on the Cumberland River in northern Middle Tennessee. The Metropolitan Government sits at the center
of a 13-county metropolitan statistical area with a population of approximately 1.9 million, located at the
intersections of Interstates 24, 40, and 65.



On June 28, 1962, the voters of the City of Nashville and Davidson County approved the Charter of the
Metropolitan Government (the “Charter”). On April 1, 1963, the governments of the City of Nashville and
of Davidson County were consolidated to form “The Metropolitan Government of Nashville and Davidson
County” (the “Metropolitan Government”), under which the boundaries of Nashville and Davidson County
are co-extensive.

The executive and administrative powers are vested in the Metropolitan Mayor (the “Mayor”), who is elected
at large for a four-year term. The Mayor is authorized to administer, supervise, and control all departments
and to appoint all members of boards and commissions created by the Charter or by ordinance enacted
pursuant to the Charter unless otherwise excepted. A two-thirds vote of the Metropolitan County Council
of the Metropolitan Government (the “Metropolitan Council®) is required to override the Mayor's veto. The
Charter also provides for a Vice Mayor, who is elected at large for a four-year term and is the presiding
officer of the Metropolitan Council. The Metropolitan Council is the legislative body of the Metropolitan
Government and is composed of 40 members who are elected for four-year terms: 35 are elected from
council districts and five are elected at large.

The Charter provides a framework for the Metropolitan Government in Nashville to serve the needs of two
service districts: (i) the General Services District (“GSD”) and (ii) the Urban Services District ("USD”). The
GSD embraces the entire area of Davidson County and is taxed to support those services, functions, and
debt obligations, which are deemed properly chargeable to the whole popuiation. Such services include
general administration, police, fire protection, courts, jails, health, welfare, hospitals, streets and roads,
traffic, schools, parks and recreation, auditoriums, public housing, urban renewal, planning, and public
libraries. The original USD conformed to the corporate limits of the City of Nashville as they existed on
April 1, 1963, the date of consolidation. The residents of the USD are charged an additional tax to support
those services, functions, and debt obligations, which benefit only the USD. Such services include
additional police and fire protection, storm sewers, street lighting and refuse collection. The Charter
provides: “The area of the USD may be expanded, and its territorial limits extended by annexation whenever
particular areas of the GSD come to need urban services, and the Metropolitan Government becomes able
to provide such services within a reasonable period which shall be not greater than one year after ad
valorem taxes in the annexed area become due.” Since April 1, 1963, the area of the USD has been
expanded from 72 square miles to 184 square miles.

As a consolidated government, the Metropolitan Government is responsible for providing all the services
typically provided by cities, counties, and school districts. The Metropolitan Government's school system
is the second largest school system in Tennessee. The Metropolitan Government provides tax-supported
funding for school capital and operating expenses. School system operations are managed by the
Metropolitan Board of Education (“MBE"), consisting of nine publicly elected members.

LOCAL ECONOMY

Strategically located in the heart of the Tennessee Valley, the City of Nashville and Davidson County is where
individuals, families, communities, and businesses thrive. There is a creative spirit in Nashville that resonates
across industries and communities. The Nashville economic market encompasses a population of more than
seven hundred thousand. The local economy is a well-balanced blend of financial, wholesale, retall,
manufacturing, and service industries. Computer technology, automotive, healthcare, private prison
management, insurance, banking, publishing, telecommunications and entertainment companies, and private
educational institutions all find a home in Nashville. The local mix of these industries roughly reflects the
national economy, with no single industry being predominant in the region.

Nashville is one of the country’s most attractive growth centers. According to local non-profit business
federations and organizations, Nashville has ranked within the top ten large metros for job growth and
population growth for the past eight years. The Nashville Metropolitan Statistical Area (MSA) economy has
historically been healthier than the National and State economies, with lower unemployment than the State
as a whole. Many corporate headquarter giants call Nashville home including Nissan North America, HCA
Healthcare, Bridgestone Americas, Amazon, Asurion, Community Health Systems, Saint Thomas Health,



AllianceBernstein, ICEE, and iHeartMedia. Oracle announced in April of 2021 that Nashville be home for its
new headquarters bringing 8,500 jobs and $1.2 billion investment to Nashville. This is unrivaled in the history
of Tennessee economic development projects.

The Nashville region's job growth has been in the top 5% of all metro areas in the country over the last five-
year period. With a rich economic, social, and cultural environment, the city consistently scores high in
national rankings of preferred business locations, best places to live and favorable environments for the
creation and development of businesses

Like other governments, COVID-19 impacted Nashville with a decline in activity-based revenues, most notably
local option sales tax, because of reduced consumer spending and tourism. In order to continue to implement
major initiatives, a $1.066 increase in the property tax rate was enacted. There had not been an increase in
the property tax rate since 2013. Metro continues to maintain the lowest property tax rate among Tennessee’s
four largest cities.

TALENT AND WORKFORCE

Middle Tennessee is a magnet for talent, young graduates and the types of workers new and growing
industries seek. Considered a national hub for the creative class, the Nashville region’s educated workforce
provides an abundant talent pool for companies. This workforce bolsters the region's vibrancy, artistic and
musical essence, and competitive edge in technology and innovation. The Nashville region supports many
innovative and aggressive local programs to recruit workers to the region and many of Nashville’s most
valuable workers come from the area's vast educational system with its 20 accredited four-year, two-year,
tech schools and postgraduate institutions. According to local non-profit business federations and
organizations, more than 124,000 students are enrolled in higher education in the Nashville region, the largest
concentration in a four-state region. The Nashville region retains sixty percent of these graduates annually.
Thirty-three percent of residents over age twenty-five have a bachelor's degree or higher, and over one
hundred fifty thousand residents have graduate or professional degrees.

LIVABILITY AND QUALITY OF LIFE

Living and working in the Nashville area has many advantages. Nashvillians enjoy a higher standard of living
than workers in other large metros. The region has a relatively low cost of living and high per capita income,
resulting in more disposable income for its residents. Nashville routinely places at the top of national and
international livability rankings. Nashville has a vibrant culture centered on creativity, music and
entrepreneurship that complements its robust dining scene, popular entertainment venues and beautiful
outdoor spaces.

Nashville is a destination of choice for tourism, conventions and special events including:

¢ Professional sports with the Tennessee Titans (National Football League) at Nissan Stadium, the
Nashville Predators (National Hockey League) at Bridgestone Arena, the Nashville Sounds (Minor
League Baseball) at First Horizon Park, and the Nashville Soccer Club (Major League Soccer) at
the brand-new state of the art soccer stadium set for opening day on May 1, 2022.

e The music scene in Nashville is as diverse as the songwriters and musicians who make up the
community with over 120 live performance venues including the historic Ryman Auditorium and
Grand Ole Opry. Free live music can be found 365 days a year at the Honky Tonks and
Americana, rock, pop, hip hop, and just about any other genre of music at a variety of venues
around town. In addition, the National Museum of African American Music recently opened in
January of 2021.

e Nashville is defined by its neighborhoods, each with its own distinct personality and character.
There is a myriad of places to stay, eat, and shop including Downtown, 12" South, East Nashville,
Germantown, the Gulch, Mid-town, and Music Row just to name a few.

e The Nashville area has over 200 public parks, 56 golf courses, 80 miles of paved bike trails and
30,000 acres of inland lake.



Art, culture, and science abound in Nashville including the First Art Museum, Nashville Opera,
Adventure Science Center, Country Music Hall of Fame and Museum, Hatch Show Print,
Tennessee State Museum, Cheekwood Estate and Gardens, the Nashville Zoo, and over 180 arts-
related non-profits.

MAJOR INITIATIVES

The Government is committed to a more effective government for all of Nashville, creating a city that works
for everyone. After a year-plus of emergencies, disaster, and pandemic, this is an even greater imperative
for our community as we rebuild and emerge stronger. As such, the following priorities drove spending in
2021 and established the budget in 2022.

Ensure emergency response to the pandemic.

Protect the life, health, and safety of our residents and visitors, including advancing the critical and
equitable distribution of the COVID-19 vaccine and supporting public health approaches to disease
management, health equity and access, and behavioral health impacts of the pandemic.

Invest in key recovery priorities for education, public safety and justice, economic opportunity, and
fiscal sustainability.

Strengthen Nashville’s public schools by addressing needs highlighted and challenged by our
emergencies, supporting our teachers, and ensuring all students from every neighborhood have
access to quality educational experiences.

Ensure community safety by reducing crime and quickly responding to emergencies, including
enhancing violence prevention efforts, furthering community engagement capabilities, meeting the
needs of our first responders and emergency managers, and supporting an equitable and fair
criminal justice system.

Align to and affirm targeted and effective support for our youth, vulnerable citizens, essential
workers, and small businesses to ensure their participation in the recovery and future growth of
Nashville.

Continue to ensure our ability to meet fund balance policy minimums and obligations such as
increased debt service and OPEB for Metro Government and MNPS.

Sustain and further neighborhood infrastructure through transportation, sustainability, affordable
housing, and neighborhood design and development.

Establish a Metro Department of Transportation to bring greater focus and accountability to how
we connect our residents, businesses, schools, and neighborhoods, including transit, walking,
biking, and right-of-way and curbside management.

Strengthen preservation of our natural resources, particularly with waste services, stormwater, and
green energy.

Support the building, funding, and preserving of housing options via implementation of
recommendations from the Affordable Housing Task Force; and

Ensure we are getting the basics right to foster livable communities, such as greenspace,
recreation, libraries, and public health services, and the planning/zoning services that guide and
design them.



The principles of effective, well-managed government — accountability, performance management, and
efficiency — guides investment in the above priorities. It continues to be our charge to deliver a structurally
balanced budget. This includes matching recurring expenses with recurring revenues; maintaining fund
balances at least at minimum policy level; and funding our obligations as noted above.

FINANCIAL INFORMATION
CASH MANAGEMENT

Cash is primarily invested in the State of Tennessee Local Government Investment Pool, the State of
Tennessee Intermediate Term Investment Pool, and First Horizon Bank. Investments are made either directly
or through the Metro Investment Pool. Investments in the pension trust funds also include common stocks,
U.S. Treasury Obligations, corporate bonds, and other holdings.

The Government's investment policy objective is to preserve the safety of principal, maintain adequate liquidity
and maximize the rate of return on its portfolio. The investment policy aligns with the State’s conservative,
fow risk investment strategy and does not permit the use of high-risk instruments to enhance investment
returns. The majority of the cash deposits are held by financial institutions participating in the bank collateral
pool administered by the State of Tennessee - thus ensuring that they are collateralized - or custodial
accounts. The banking service agreement provides for the daily investment of demand deposit balances.

RISK MANAGEMENT

The Government continues to operate a risk management program, which was initiated in 1978. As part of
its comprehensive plan, resources are being accumulated in various internal service funds to meet potential
losses. Additionally, the Government has a property insurance policy for losses in excess of certain amounts.
Accepted risk control techniques, including employee accident prevention training, have been implemented
to minimize the risk of potential liability losses. The Government has elected to come under the Tennessee
Tort Liability laws in order to limit its potential liability.

FINANCIAL POLICIES

The Government has a history of sound fiscal policy and practices. The Government relies on key financial
policies to ensure needs are met in fiscally responsible ways. Annually the Government completes a
comprehensive review of citywide policies to establish standards for financial controls across the organization.
The Government regularly evaluates and sets fees at levels designed to support the full costs of services.

The Government adopts a comprehensive set of financial policies to ensure that financial resources are
managed in a prudent manner and to provide a foundation for financial stability. Compliance with these
policies is reviewed annually. The policies are published in the annual budget and approved by Council. The
Government maintains a structurally balanced budget to achieve long-term financial stability for the
community.

LONG-TERM FINANCIAL PLANNING

The Charter requires the Government to annually prepare a five-year capital improvements budget. The
Mayor submits to the Metropolitan Council the capital improvements budget, based on information from all
officers, departments, boards, commissions, and other agencies requesting funds from the Metropolitan
Government for capital improvements, and recommends those projects to be undertaken during the
ensuing fiscal year and the method of financing them. The Mayor's recommendation notes the impact of
proposed projects on the debt structure of the Metropolitan Government and includes in the appropriate
current operating budget any projects to be financed from current revenues for the ensuing fiscal year.



INTERNAL CONTROL STRUCTURE

Management of the Government establishes and maintains an internal control structure designed to ensure
that the assets of the Government are protected from loss, theft, or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles. The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that:
(1) the cost of a control should not exceed the benefits likely to be derived, and (2) the valuation of costs and
benefits requires estimates and judgments by management.

BUDGETARY CONTROLS

The Government maintains budgetary controls in order to ensure compliance with legal provisions embodied
in the annual appropriated budget approved by the Government's governing body, the Metropolitan Council.
Activities of the General Fund, General Purpose School Fund and the GSD General Purposes, School
Purposes and USD General Purposes Debt Service Funds are included in the annual appropriated budget.
In the General Fund, budgets are controlled at the department level, reallocation of budget between
departments requires approval of the Metropolitan Council. Budgets of the General-Purpose School Fund
and the Debt Service Funds are controlled in total at the fund level. The Government maintains an
encumbrance accounting system to provide management with information regarding obligations against
appropriations. Budgetary compliance is based on expenditures during the period (GAAP), rather than
expenditures and encumbrances (non-GAAP). Because appropriations lapse at June 30, encumbrances
outstanding at June 30, 2021 are disclosed in the notes to the financial statements. Appropriations for fiscal
year 2022 will provide authority to complete those transactions.

SINGLE AUDIT

As a recipient of federal and state financial assistance, the Government is responsible for ensuring that an
adequate internal control structure is in place to ensure compliance with applicable laws and regulations
related to those programs. As part of the Government's single audit, tests are performed to determine the
adequacy of the internal control structure, including that portion related to federal financial assistance
programs, as well as to determine that the Government has complied, in all material respects, with applicable
laws and regulations. The results of the Government's single audit for fiscal year 2021 are reported
separately.

INDEPENDENT AUDIT

Section 6.15 of the Metropolitan Charter requires an annual audit of accounts and other evidences of financial
transactions of the Government and of its departments, offices, and agencies by independent certified public
accountants. The audit is performed by a firm chosen by a three-member audit board consisting of the Vice-
Mayor, the Chair of the Budget and Finance Committee of the Metropolitan Council, and the Chair of the
Metropolitan Nashville Public School Board. The Government has complied with this requirement. The
independent auditors' report is included in the financial section of this report.

AWARDS AND ACKNOWLEDGEMENTS

For the 38" consecutive year, the Government received the Government Finance Officers Association of the
United States and Canada (GFOA) Certificate of Achievement for Excellence in Financial Reporting for the
Government's Annual Comprehensive Financial Report (ACFR) for the fiscal year ended June 30, 2020. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized ACFR. This report must satisfy both generally accepted accounting principles and
applicable legal requirements. A Certificate of Achievement is valid for a period of one year only. We believe
that our current ACFR continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

vi



For the 30" consecutive year, the GFOA presented a Distinguished Budget Presentation Award to the
Government for its annual budget for the fiscal year beginning July 1, 2020. In order to receive this award, a
governmental unit must publish a budget document that meets program criteria as a policy document, as an
operations guide, as a financial plan and as a communications device. The award is valid for a period of one
year only.

Many individuals and organizations throughout the Government assisted in preparing this ACFR. We
commend staff for their dedication and professional competency to the work of the Government throughout
the year. Their commitment is foundational to the successful preparation of the ACFR. We also credit and
express our appreciation to the Metropolitan Council for their strong leadership and support in setting sound
fiscal policy to ensure financial resources are managed prudently and provide a foundation for financial
stability. The Council's support will continue to be vital as we work together to further strengthen the financial
condition of the Metropolitan Government.

Sincerely,

g /
2 #
hn Cooper Kelly Flannery
ayor Director of Finance
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THE METROPOLITAN GOVERNMENT OF
NASHVILLE AND DAVIDSON COUNTY

FORM OF GOVERNMENT

On April 1, 1963 the governments of the City of Nashville and Davidson County were consolidated into a
single "Metropolitan Government of Nashville and Davidson County", under which the boundaries of the City
of Nashville and Davidson County are coextensive.

The executive and administrative powers are vested in the Mayor, who is elected at large for a four-year
term. The Mayor is authorized to administer, supervise and control all departments and to appoint all
members of boards and commissions subject to the approval of the Council. A two-thirds vote of the
legislative body, the Council, is required to override the Mayor's veto. The Charter also provides for a Vice-
Mayor, who is elected at large for a four-year term and is the presiding officer of the Council. The Council is
composed of 40 members who are elected for four-year terms.

The Charter provides a framework for local government in Nashville to serve the needs of two service
districts: (i) the General Services District (the GSD) and (ii) the Urban Services District (the USD). The GSD
embraces the entire area of Davidson County and its residents are taxed to support those services,
functions and debt obligations which are deemed properly chargeable to the whole population. Such
services include general administration, police, fire protection, courts, jails, health, welfare, hospitals, streets
and roads, traffic, schools, parks and recreation, airport facilities, auditoriums, public housing, urban
renewal, planning and public libraries.

The original USD conformed to the corporate limits of the City
of Nashville as they existed on April 1, 1963, the date of
consolidation. USD residents are charged an additional tax to
support those services, functions and debt obligations which
benefit only the USD. Such services include additional police
protection, storm sewers, street lighting and refuse collection.
The Charter provides: "The area of the Urban Services District
may be expanded and its territorial limits extended by
annexation whenever particular areas of the General Services
District come to need urban services, and The Metropolitan
Government becomes able to provide such service within a
reasonable period which shall be no greater than one year
after ad valorem taxes in the annexed area become due."
Since April 1, 1963 the area of the USD has been expanded
from 72 square miles to 198 square miles.

The USD is a subset of the GSD.



THE METROPOLITAN GOVERNMENT OF
NASHVILLE AND DAVIDSON COUNTY
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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor's Report

To the Honorable Mayor and Members of Council
The Metropolitan Government of Nashville and Davidson County, Tennessee

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of The Metropolitan Government of Nashville and Davidson County,
Tennessee (the “Government”) as of and for the year ended June 30, 2021, and the related notes to the
financial statements, which collectively comprise the Government’s basic financial statements as listed in
the table of contents. We have also audited the financial statements of each of the Government’s nonmajor
governmental, nonmajor enterprise, internal service, and fiduciary funds, as well as the financial
statements of the Sports Authority Fund and the Industrial Development Board Fund, which are presented
as supplementary information in the accompanying financial statements as of and for the year ended June
30, 2021, as listed in the table of contents. We have also audited the financial statements of each of the
discretely presented component units of the Government as of and for the year ended June 30, 2021, as
presented in the Government’s basic financial statements, except as described in the first paragraph of
the Auditor’'s Responsibility section of this report.

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 following discretely presented component units: The Nashville District
Management Corporation, the Gulch Business Improvement District, Inc., the Metropolitan Development
and Housing Agency, the Electric Power Board, the Metropolitan Nashville Airport Authority, and the
Emergency Communications District, which represents 73% of the total assets, 76% of total net position
and 83% of the total revenues of the aggregate discretely presented component units of the Government.
Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion, insofar as it relates to the amounts included for those entities, is based solely on the
reports 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 from material misstatement.

The Astoria « 3803 Bedford Avenue, Suite 103 + Nashville, Tennessee 37215 « phone: 615-320-5500 ¢ fax: 615-329-9465 ¢ www.crosslinpc.com
An Independent Member of The BDO Alliance USA



To the Honorable Mayor and Members of Council
The Metropolitan Government of Nashville and Davidson County, Tennessee

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

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

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of The Metropolitan Government of Nashville and Davidson
County, Tennessee, as of June 30, 2021, and the respective changes in financial position and, where
applicable, cash flows thereof, and the respective budgetary comparisons for the General Fund and the
General Purpose School Fund for the year then ended in accordance with accounting principles generally
accepted in the United States of America. In addition, in our opinion, based on our audit and the reports
of other auditors, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each of the nonmajor governmental, nonmajor enterprise, internal service,
and fiduciary funds, the Sports Authority Fund, the Industrial Development Board Fund, and each of the
discretely presented component units as of June 30, 2021, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages A-1 through A-12, the condition rating of transportation network, the
schedule of employer contributions - pension plans, the schedule of changes in net pension liability and
related ratios - pension plans, the schedule of investment returns - pension plans, the schedule of the
Government’s contributions - teacher pension plans of the TCRS, the schedule of the Government’s
proportionate share of the net pension liability (asset) - teacher pension plans of the TCRS, and the
schedule of changes in the total OPEB liability and related ratios - OPEB plans, on pages B-118 through
B-119, B-120 through B-123, B-124 through B-135, B-136 through B-137, B-138 through B-139, B-140
through B-141, B-142 through B-143, respectively, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We and other auditors 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.



To the Honorable Mayor and Members of Council
The Metropolitan Government of Nashville and Davidson County, Tennessee

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Government’s basic financial statements, and each of the nonmajor governmental, nonmajor
enterprise, internal service, and fiduciary funds, the Sports Authority Fund, the Industrial Development
Board Fund, and the financial statements of each of the discretely presented component units. The
schedules on pages C-9, C-10 and C-11, and on pages G-2 through G-28, are presented for purposes of
additional analysis and are not a required part of the basic 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 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 by us and other auditors. In our opinion, based on our
audit, the procedures performed as described above, and the reports of the other auditors, 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 October 31,
2021, on our consideration of the Government’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 solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Government’s 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 Government’s internal control over financial reporting and compliance.

W/PLLC'

Nashville, Tennessee
October 31, 2021






MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Metropolitan Government of Nashville and Davidson County (the Government), we offer
readers of the Government's financial statements this narrative overview and analysis of the financial activities of the
Government for the fiscal year ended June 30, 2021.

FINANCIAL HIGHLIGHTS

e Atthe end of the current fiscal year, unassigned fund balance for the general fund was $265 million, or 23.5%
of total general fund expenditures and other financing uses.

e At the end of the current fiscal year, committed fund balance available for the general-purpose school fund
was $114 million, or 12.2% of total general purpose school fund expenditures and other financing uses.

e The assets and deferred outflows of resources of the Government were less than its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by $1.7 billion (net position). This amount
includes negative $4.4 billion of unrestricted net position.

e As of the close of the current fiscal year, the Government's governmental funds reported combined ending
fund balances of $549 million, an increase of $830 million in comparison with the prior year.

e The enterprise funds reported a net position at year-end of $1.5 billion, an increase of $127 million during the
year. The Department of Water and Sewerage Services implemented rate increases effective January 1,
2020 and January 1, 2021.

e The Government’s total net position increased by $616 million (an increase of $494 million from governmental
activities and an increase of $122 million from business-type activities).

e The Government's total general obligation and revenue bonds increased by $457 million (10.5%) during the
current fiscal year. New bond issues totaled $1.2 billion, which were offset by principal payments of $215
million and refundings of $571 million. Deferred amounts increased a net amount of $44 million. Other debt
decreased by $4 million due to principal payments.

e The Government borrows funds under commercial paper programs to provide interim or short-term financing
of authorized capital projects prior to the issuance of general obligation or revenue bonds. Total commercial
paper outstanding at the close of the fiscal year was $250 million.

e The budgets for the General Fund, General Purpose School Fund, and GSD General Purposes, GSD
School Purposes, and USD General Purposes Debt Service Funds for the 2021 fiscal year included an
increase in the combined GSD-USD property tax rate of approximately 34%. Additionally, the budgets for
each of these funds included amounts for planned increases to cash and fund balances. Also, the budgets
for these funds were prepared at the beginning of the COVID-19 pandemic and, accordingly, revenue and
expenditures estimates reflected the expected financial impact from the pandemic.

e With the passing of the CARES Act in March 2020, the Government received $121 million of CARES Act
funding. The Government spent $104 million of CARES Act funding during fiscal year 2021. In addition, Metro
Nashville Public Schools was awarded Elementary and Secondary School Emergency Relief (ESSER) funds
in January 2021 of which approximately $63 million was spent in fiscal year 2021. In addition, the
Government has received funding under the American Rescue Plan Act of $67 million which is expected to
be spent in future fiscal years. Finally, the Government has received $30 million to be utilized for rental
assistance.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis provided here are intended to serve as an introduction to the Government's basic
financial statements. The Government's basic financial statements consist of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also includes
supplementary information intended to furnish additional detail to support the basic financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Government's finances, in a manner like a private-sector business.

The Statement of Net Position presents information on all the Government's assets, deferred outflows of resources,
liabilities, and deferred inflows of resources, with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the Government is
improving or deteriorating.

A-1



The Statement of Activities presents information showing how the Government's net position changed during the
most recent fiscal year. All changes in net position are reported on an accrual basis as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes, compensated absences, etc.).

Both of the government-wide financial statements distinguish functions of the Government that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges (business-type activities).

The governmental activities of the Government include general government; fiscal administration; administration of
justice; law enforcement and care of prisoners; fire prevention and control; regulation and inspection; conservation
of natural resources; public welfare; public health and hospitals; public library system; public works, highways, and
streets; recreational and cultural; and education.

The business-type activities of the Government include the Department of Water and Sewerage Services, District
Energy System, Stormwater Operations, Board of Fair Commissioners, Farmers Market, Surplus Property Auction,
Municipal Auditorium, and Police Impound.

The government-wide financial statements include not only the Government itself (known as the primary government), but
also the Nashville District Management Corporation, Gulch Business Improvement District, Inc., Sports Authority,
Industrial Development Board, Hospital Authority, Metropolitan Development and Housing Agency, Electric Power
Board, Metropolitan Transit Authority, Metropolitan Nashville Airport Authority, Emergency Communications District,
and Convention Center Authority. These component units are legally separate organizations for which the
Government is financially accountable. Financial information for these component units is reported separately from
the financial information presented for the primary government itself.

The government-wide financial statements can be found on pages B-2 thru B-5 of this report.
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 Government, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. The funds of the Government can be
classified 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, the focus is on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources at the end of the fiscal year. Such information may be useful in evaluating the Government's
short-term financing requirements.

Because the focus of governmental funds is narrower than that of 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 Balance Sheet — Governmental Funds and the
Statement of Revenues, Expenditures and Changes in Fund Balances — Governmental Funds provide a reconciliation
to facilitate this comparison between governmental funds and governmental activities.

The Government reports 21 individual governmental funds. Information is presented separately in the Balance Sheet
— Governmental Funds and in the Statement of Revenues, Expenditures, and Changes in Fund Balances —
Governmental Funds for the General Fund, General Purpose School Fund, Education Services Fund, GSD General
Purposes Debt Service Fund, GSD School Purposes Debt Service Fund, USD General Purposes Debt Service Fund,
GSD Capital Projects Fund, Education Capital Projects Fund and USD Capital Projects Fund, all of which are
considered to be major funds. Data from the other governmental funds are combined into a single, aggregated
presentation.

The Government adopts an annual appropriated budget for each major governmental fund except the Education
Services Fund and Capital Projects Funds. Budgetary comparison statements have been provided in the Basic
Financial Statements section for the General Fund and General-Purpose School Fund and in the Nonmajor
Governmental Funds section for each of the major Debt Service Funds to demonstrate compliance with the budget.

The basic governmental fund financial statements can be found on pages B-6 to B-17 of this report.

Proprietary funds — The Government maintains two different types of proprietary funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial statements. The
Government uses enterprise funds to account for the Department of Water and Sewerage Services, District Energy
System, Stormwater Operations, Board of Fair Commissioners, Farmers Market, Surplus Property Auction, Municipal
Auditorium, and Police Impound. Internal service funds are an accounting fund type used to accumulate and
allocate costs internally among the Government's functions and are intended to be used for business type funds where
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customers are largely internal to the Government. For the fiscal year ended June 30, 2021, the Government used internal
service funds to account for its fleet, information systems, insurance, treasury management and school printing
functions. Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Department of Water
and Sewer Services, the District Energy System, and Stormwater Operations, which are major funds of the
Government. Fund detail from the other enterprise funds is combined into a single, aggregated presentation.
Additionally, the internal service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements.

The basic proprietary fund financial statements can be found on pages B-18 to B-23 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 fiduciary type funds are not available to support the Government’s own programs. The accounting used for fiduciary
funds is much like the accounting used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages B-24 to B-25 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the position of the Government
provided in the government-wide and fund financial statements. The notes to the financial statements can be found on
pages B-37 to B-116 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information surrounding infrastructure condition and maintenance data, found on pages B-118 to B-
119, the Government’s progress in funding its obligation to provide pension benefits to employees, found on pages
B-120 to B-141, and the Government’s progress in funding its obligation to provide other postemployment benefits to
employees, found on pages B-142 to B-143.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net position may serve as a useful indicator over time of a government's financial position. In the

case of the Government, assets and deferred outflows of resources were less than liabilities and deferred inflows of
resources by $1.7 billion at the close of the most recent fiscal year.

The Government's Net Position
in thousands of dollars

(as of June 30,)
Governmental Activities Business-type Activities Total Primary Government
2021 2020 2021 2020 2021 2020
Current and other assets $ 3,270,593 $ 2,280,147 $ 649,750 $ 486,118 $ 3,920,343 $ 2,766,265
Capital assets 4,241,729 4,215,575 2,281,554 2,167,822 6,523,283 6,383,397
Total assets 7,512,322 6,495,722 2,931,304 2,653,940 10,443,626 9,149,662
Deferred outflows of resources 877,673 841,076 11,084 12,993 888,757 854,069
Long-term liabilities 8,195,482 7,911,120 1,049,950 1,112,159 9,245,432 9,023,279
Other liabilities 435,216 930,263 323,263 153,223 758,479 1,083,486
Total liabilities 8,630,698 8,841,383 1,373,213 1,265,382 10,003,911 10,106,765
Deferred inflows of resources 2,931,801 2,166,957 53,484 7,718 2,985,285 2,174,675
Net position:
Net investment in capital assets 641,956 600,273 1,302,027 1,180,320 1,943,983 1,780,593
Restricted 664,140 56,239 101,092 86,502 765,232 142,741
Unrestricted (4,478,600) (4,328,054) 112,572 127,011 (4,366,028) (4,201,043
Total net position $  (3,172,504) $§ (3,671,542 $ 1,515,691 $ 1,393,833 $ (1,656,813) $ (2,277,709)
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Governmental activities — Current and other assets for governmental activities increased by 43.4% primarily due to
an increase in cash and cash equivalents resulting from a budgeted increase in cash and cash equivalents, revenue collections
that exceeded projections, and expenditures that were below projections. Also, accounts receivable increased primarily due to
the inclusion of receivables for grants related to the COVID-19 pandemic and various natural disaster grants. Finally, receivables
for property taxes increased primarily due to growth in the tax base. Capital assets in the governmental funds increased
by .6% due to the construction of new schools and other government buildings, renovations to the stormwater system
and other infrastructure, and the renovation of existing government buildings. Deferred outflows of resources
increased by 4.4% primarily due to the addition of amounts related to the current year bond refunding. Long-term
liabilities increased by 3.6% due to the inclusion of new general obligation bonds issued by the Government partially
offset by principal payments. Other liabilities decreased by 53.2% million primarily due to a decrease in the
outstanding commercial paper balance as a portion was repaid through the issuance of general obligation bonds.
Also, the net pension liability decreased due to an increase in earnings resulting in net pension asset balances for
certain pension plans. Deferred inflows of resources increased by 35.3% primarily due to an increase in unavailable
revenue from property taxes driven by f%;rowth in the tax base. Also, deferred inflows of resources related to pensions
increased due to an increase in the differences between actual and expected investment earnings.

A portion of the Government's net position for governmental activities (20.3%) reflects its investment in capital assets
(e.q., land, buildings, machinery, equipment, and infrastructure), less any related outstanding debt used to acquire
those assets. The Government uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the Government's investment in its capital assets is reported net of
related debt. It should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the Government’s net position for governmental activities (20.9%) represents resources that
are subject to external restrictions on how they may be used. The restricted net position includes pension assets of
$584 million. The remaining balance of net position for governmental activities represents unrestricted net position
of negative $4.5 billion (-141.2%). Note that the unrestricted net position includes the total OPEB liability of $4.3 billion
at June 30, 2021. In July 2021, the Metropolitan Council approved legislation to revise OPEB benefits for retirees
which will reduce the OPEB liability as the revisions go into effect.

Business-type activities — Current and other assets for business-type activities increased by 33.7% primarily due
to an increase in cash and cash equivalents and accounts receivable in the Department of Water and Sewerage
Services resulting from increases in water and sewer rates effective January 1, 2020 and January 1, 2021.
Additionally, cash and cash equivalents and account receivable increased in Stormwater Operations due to revenue
growth. apital assets increased by 5.3% due to capital asset additions primarily consisting of planned land
acquisition and utility plant construction for the Department of Water and Sewerage Services. Deferred outflows of
resources decreased by 14.7% due to changes in amounts related to pensions for changes in assumptions and
differences between expected and actual experience as well as the amortization of deferred amounts related to bond
refundings. Long-term liabilities decreased by 5.6% primarily due to principal payments and the amortization of
deferred premiums. Other liabilities increased by 111.0% primarily due to an increase in commercial paper outstanding
to fund capital spending prior to the issuance of revenue bonds. Deferred inflows of resources increased by 593.0%
due to an increase in the amounts related to pensions for differences between projected and actual earnings.
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The Government's Changes in Net Position
in thousands of dollars
(for the year ended June 30,)

Governmental Activities Business-type Activities Total Primary Government
2021 2020 2021 2020 2021 2020
Revenues:
Program revenues:
Charges for services $ 206,521 $ 180,164 $ 372,147 $ 323,625 $ 578,668 $ 503,789
Operating grants and contributions 709,989 521,031 265 - 710,254 521,031
Capital grants and contributions 51,360 53,804 46,909 26,568 98,269 80,372
General revenues:
Property taxes 1,483,733 1,084,013 - - 1,483,733 1,084,013
Local option sales taxes 481,412 443,368 - - 481,412 443,868
Hotel occupancy taxes 53,053 80,665 - - 53,053 80,665
Beverage taxes 51,026 55,274 - - 51,026 55,274
Wheel taxes 31,178 33,132 - - 31,178 33,132
Business taxes 42,474 45,691 - - 42,474 45,691
Franchise taxes 15,054 16,497 - - 15,054 16,497
Other taxes 1,139 760 - - 1,139 760
Revenues from the use of money or
Property 4,537 7,298 675 2,140 5,212 9,438
Revenues from other governmental
agencies 112,967 106,864 - - 112,967 106,864
Compensation for loss, sale or
damage to property 4,290 4,045 21 2 4,311 4,047
Total revenues 3,248,733 2,633,106 420,017 352,335 3,668,750 2,985,441
Expenses:
General government 203,513 230,356 - - 203,513 230,356
Fiscal administration 46,251 41,067 - - 46,251 41,067
Administration of justice 95,994 110,247 - - 95,994 110,247
Law enforcement and care of prisoners 403,318 457,130 - - 403,318 457,130
Fire prevention and control 176,677 182,714 - - 176,677 182,714
Regulation and inspection 13,095 14,209 - - 13,095 14,209
Conservation of natural resources 394 436 - - 394 436
Public welfare 84,584 56,783 - - 84,584 56,783
Public health and hospitals 145,079 131,945 - - 145,079 131,945
Public library system 40,577 48,057 - - 40,577 48,057
Public works, highways and streets 177,183 240,851 - - 177,183 240,851
Recreational and cultural 82,913 79,718 - - 82,913 79,718
Education 1,195,362 1,174,220 - - 1,195,362 1,174,220
Interest and other debt related costs 109,170 113,137 - - 109,170 113,137
Department of Water and Sewerage
Services - - 238,082 255,803 238,082 255,803
District Energy System - - 15,523 16,855 15,523 16,855
Stormwater Operations - - 16,949 20,189 16,949 20,189
Board of Fair Commissioners - - 3,460 3,918 3,460 3,918
Farmers Market - - 1,898 2,242 1,898 2,242
Surplus Property Auction - - 673 730 673 730
Municipal Auditorium - - 1,402 1,791 1,402 1,791
Police Impound - - 375 375 375 375
Total expenses 2,774,110 2,880,870 278,362 301,903 3,052,472 3,182,773
Change in net position before transfers 474,623 (247,764) 141,655 50,432 616,278 (197,332)
Transfers 19,797 9,400 (19,797) (9,400) - -
Change in net position 494,420 (238,364) 121,858 41,032 616,278 (197,332)
Net position, beginning of year, restated (3,666,924) (3,433,178) 1,393,833 1,352,801 (2,273,091) 2,080,377)
Net position, end of year $  (3,172,504) $ (3,671,542 $§ 1,515,691 $ 1,393,833 $  (1,656,813) $§  (2,277,709)

Governmental activities — Governmental activities increased the Government’s net position by $494 million,
compared to a $238 million decrease in the prior year. Total revenue increased by $616 million. While business
closures, increased unemployment, reduced travel, and closure of Government facllities as a result of the COVID-
19 pandemic significantly reduced various activity-based revenues in the prior year, those revenues generally
recovered resulting in increases in the current year. Also, property taxes increased as a result of the 34% increase
in the tax rate as well as growth in the tax base. Finally, grant revenues increased due to the inclusion of COVID-
19 pandemic grants as well as other disaster grants. Significant variances in revenue include 1) an increase of
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$400 million in property taxes, 2) an increase of $189 million in operating grants and contributions, and 3) an
increase of $38 million in local option sales taxes. The increases were partially offset by a decrease in hotel
occupancy taxes as the impact of the COVID-19 pandemic on tourism has been slower to recover. Total
expenses decreased by $107 million. While operating expenses were generally higher due to salary increases
and spending related to the COVID-19 pandemic, expenses were lower across all departments as the expenses
related to the net pension liability and the total other postemployment benefits (OPEB) liability were significantly
less than in the prior year.

Expenses and Program Revenues - Governmental Activities — For the Year Ended June 30, 2021

Eprogram revenues

general government

fiscal administration

Eexpenses

administration of justice

law enforcement and care of prisoners
fire prevention and control

regulation and inspection
conservation of natural resources
public welfare

public health and hospitals

public library system

public works, highways and streets
recreational and cultural

education

interest and other debt related costs

$- $200,000 $400,000 $600,000 $800,000 $1,000,000 $1,200,000 $1,400,000
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Revenues by Source - Governmental Activities — For the Year Ended June 30, 2021

revenues from compensation for
other loss, sale or
governmental damage to
agencies property
revenues from 3.48% 0.13%

the use of money charges for

or property N
o services
0.14% 6.36%
operating grants
other taxes and contributions
5.97% 21.85%

local option sales
tax

14.82% pital grants and

contributions
1.58%

property taxes
45.67%

Business-type activities — Business-type activities increased the Government's net position by $122 million
compared to a $41 million increase in the prior year. The Department of Water and Sewerage Services increased net
position by $111 million primarily due to an increase in operating income driven by rate increases effective January 1,
2020 and January 1, 2021. Stormwater Operations increased net position by $15 million primarily from revenue
growth; the net position of Stormwater Operations will be used to fund future capital spending and debt service. The
impact of the COVID-19 pandemic was minimal on the larger business-type activities; however, Board of Fair
Commissioners and Municipal Auditorium experienced decreases in operating revenues due to the cancellation of
events and due to facility closures.

Revenues by Source — Business-type Activities — For the Year Ended June 30, 2021

other

Oﬂi’a%

capital grants and
contributions
11.17%

charges for
services and other
88.60%
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FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted earlier, the Government uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental funds — The focus of the Government's governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Government's
financing requirements. 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 of the end of the current fiscal year, the Government's governmental funds reported combined ending fund
balances of positive $549 million, an increase of $830 million in comparison with the prior year. Restricted fund
balance of $80 million can only be used for specific purposes pursuant to constraints imposed by external parties
such as creditors and grantors. Committed fund balance of $288 million can only be used for specific purposes
pursuant to constraints imposed by formal legislative action of the Metropolitan Council. Significant commitments
include $114 million for education, $70 million for debt service, $69 million for equipment acquisitions, and $35 million
for other purposes. Assigned fund balance of $20 million is for various projects carried forward into the subsequent
year. LtJnassigned fund balance is $156 million. The remaining fund balance of $5 million represents non-spendable
amounts.

The budgets for the General Fund, General Purpose School Fund, and GSD General Purposes, GSD School Purposes,
and USD General Purposes Debt Service Funds for the 2021 fiscal year included an increase in the combined GSD-USD
property tax rate of approximately 34%. Additionally, the budgets for each of these funds included amounts for planned
increases to cash and fund balances. Also, the budgets for these funds were prepared at the beginning of the COVID-
19 pandemic and, accordingly, revenue and expenditures estimates reflected the expected financial impact from the
pandemic. Actual revenues and expenditures for both the previous year and current year were impacted by the
COVID-19 pandemic. Whereas the impact on the previous year primarily resulted in decrease to fund balances, the
impact on the current year included some level of recovery resulting in increases to fund balances. The impacts of
these items are reflected in various variances as discussed below.

The General Fund is the chief operating fund of the Government. At the end of the current fiscal year, unassigned
fund balance of the General Fund was %265 million, while total fund balance was $285 million. As a measure of the
General Fund's liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
General Fund expenditures. Unassigned fund balance represents 23.5% of total General Fund expenditures and
?_ther financing uses, while total fund balance represents 25.3% of total General Fund expenditures and other
inancing uses.

The total fund balance of the General Fund increased by $212 million during the current fiscal year as compared to a
$18 million increase in the previous year. While business closures, increased unemployment, reduced travel, and the
closure of Government facilities because of the COVID-19 pandemic significantly impacted various activity-
based revenues in the previous year, those revenues were generally higher in the current year as recovery from the
COVID-19 pandemic has continued. Revenues increased by $250 million compared to the previous year primarily
due to increases in: 1) property taxes of $157 million due to an increase in the property tax rate as well as
construction and economic growth, 2) local option sales tax of $55 million due to the recovery from the impacts
of the COVID-19 pandemic on consumer spending in the previous year, 3) revenue from other governmental
agencies of $34 million due to an increase of $20 million in the amount transferred from Convention Center
Authority, a component unit, from an agreement to transfer a portion of certain revenues to the Government,
an increase in $7 million in the Government's allocation of State sale tax, and an increase of $6 million for
reimbursement for the cost of housing State prisoners (an activity that was reported in a special revenue fund in the
previous year), and 4) commissions and fees of $4 million due to increased collections by certain elected
officials. "Ongoing operating expenditures decreased by $32 million. While expenditures were generally higher due
to increases in salaries and fringe benefits across most functions, the General Fund incurred $38 million of
nonrecurring debt service expenditures in the previous year as part of a corrective action plan to offset budgeted
revenue that was not realized in the GSD General Purposes Debt Service Fund. Other financing sources
decreased by $6 million primarily due to lower transfers related to revenues from tourism which continued to be
impacted by the COVID-19 pandemic. Other financing uses increased by $47 million primarily due to higher
transfers to other funds that are dependent on certain revenue collections in the General Fund as well as
increased transfers to support certain internal service funds. The $212 million increase in fund balance compares to a
planned increase in fund balance of $24 million primarily due to the revenue exceeding projections as the economy has
gontinued to recover from the COVID-19 pandemic as well as expenditure savings to fiscal constraint measures across all
epartments.

The total fund balance of the General-Purpose School Fund increased by $86 million during the current fiscal year
as compared to an $11 million decrease in the previous year. Revenues increased by $99 million compared to the
previous year primarily due to increases in: 1) property taxes of $104 million due to an increase in the property tax
rate as well as construction and economic growth, and 2) local option sales tax of $1 million due to the recovery
from the impacts of the COVID-19 pandemic on consumer spending in the previous year. The increases were
partially offset by decreases in 1) other taxes, licenses and permits of $3 million primarily due to decreases in
collections for alcoholic beverage taxes, and 2) charges for current services of $2 million due to various revenues
impacted by the temporary closing of schools while students were taught virtually. Operating expenditures
increased by $9 million primarily due to increases in salaries and fringe benefits. Other financing sources
increased by $35 million due to planned transfers from the General Fund to fund mid-year salary adjustments.
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Other financing sources increased by $27 million due to increase to charter schools. The $86 million in fund balance
compares to a planned zero increase in fund balance primarily due to the exceeding projections as the economy
continues to recover from the COVID 19 pandemic.

The total fund balance of the Educational Services Fund increased by $12 million during the current fiscal year as
compared to a $9 million decrease in the previous year. The Educational Services Fund consists primarily of grant-
supported programs and the food services program. Revenues and expenditures vary as grants are approved and
the related expenditures are incurred. Revenues increased by $75 million primarily due to new grant revenues of
$73 million from Elementary and Secondary School Emergency Relief (ESSER) and other COVID-19 related grants.
Expenditures increased by $79 million due to spending on the grants noted above and increases in spending on
charter schools; the increases in expenditures were partially offset by a decrease in food services expenditures as
schools were operating virtually for much of the fiscal year. Other financing sources increased $29 million primarily
due to an increase in the transfer to charter schools to cover the increase in spending on charter schools as noted
above. Other financing uses increased $3 million due to an increase in the amount of transfer for food services to the
General-Purpose School Fund.

The fund balances of the Government's GSD General Purposes, GSD School Purposes and USD General
Purposes Debt Service Funds increased by $36 million in total during the current fiscal year as compared to a $16 million
increase in the previous year. Revenues increased by $94 million primarily due to an increase in property taxes as
explained above. Expenditures increased by $40 million. In the previous year, $38 million of debt service
expenditures were reported in the General Fund as discussed above; in the current year, all debt service
expenditures were reported in the Debt Service Funds. The increase was partially offset by decreases in certain
revenues generated from tourism and events at the Bridgestone Arena. Other financing sources and uses
decreased by $35 million primarily due to a reduction in the transfer from the General Fund. The $36 million
increase in fund balance compares to a planned increase of $11 million primarily due to property taxes and local
option sales taxes exceeding expectations as discussed previously.

The fund balances of the Government’s capital project funds increased by $473 million due to the proceeds from the
issuance of general obligation bonds in excess of capital project spending.

Proprietary funds — The Government's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net position of proprietary funds at the end of the year amounted to $268 million compared to $296
million at the end of the prior year. Factors concerning the finances of the enterprise funds have already been
addressed in the discussion of the Government's business-type activities. Proprietary funds also include internal
service funds, the operations of which are primarily included in governmental activities in the government-wide
statements. The enterprise funds decreased the unrestricted net position of proprietary funds by $9 million, and the
internal service funds decreased the net position of the proprietary funds by $20 million. The decrease in internal
service funds is primarily due to decreases in the School Professional Employee’s Insurance Fund which is used to
accumulate assets for the payment of self-insurance medical claims for teachers, the Employee Medical Benefit
Fund which is used to accumulate assets for the payment of self-insurance medical claims for general
government employees, and the Injured-on Duty Fund which is used to accumulate assets for the payment of self-
insured injured on duty claims The rates and other funding sources for the funds are adjusted as needed based on
net position and projected future revenues and expenditures.

GENERAL FUND BUDGETARY HIGHLIGHTS
Original and Final Budgeted Amounts

For the General Fund, differences in expenditures and other financing uses between the original budget and the
final amended budget were primarily due to supplemental budget appropriations for unanticipated expenditures
and unspent amounts carried forward from the prior year as authorized by the budget ordinance. Supplemental
budgetary appropriations included $12 million for the housing of State prisoners which was reported in a special
revenue fund in prior years, $8 million to increase the net position of the General Government Self Insurance
internal service fund, and $2 million for the Board of Fair Commissioners to assist with the impact of the COVID-19
pandemic on operations of the fairgrounds. Unspent amounts carried forward from the prior year totaled $12 million.
Other variances in budget line items were primarily due to fringe benefit increases which were originally
budgeted under miscellaneous expenditures then later reallocated to departmental budgets after the final budget
was approved. Differences in revenues and other financing uses between the original budget and final amended
bgdget were primarily due to increases in revenues from the State for the housing of State prisoners as discussed
above.

Final Budgeted and Actual Amounts

Actual revenues and other financing sources exceeded the final budgeted amounts by $136 million. As
discussed previously, the budget for fiscal year 2021 was prepared at the beginning of the COVID-19 pandemic and
included conservative revenue estimates. As the impact of the COVID-19 pandemic on revenues was less than
projected and revenues recovered more quickly than expected, many revenues exceeded budget. Significant
variances were noted primarily in activity-based revenues including local option sales tax, beer and alcoholic
beverage taxes, business taxes, building and related construction permits, the Tennessee sales tax levy, the
Tennessee excise tax allocation, and commissions and fees collected by certain elected officials. The variances
exceeding budget were partially offset by smaller, negative variances in motor vehicle licenses, franchise fees,
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state income tax, jail inmate reimbursement, police secondary employment revenues, and admissions at various
park and athletic facilities. Actual expe