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January 13, 2023 CITY OF KNOXVILLE

INDYA KINCANNON, MAYOR

To the City Council of the City of Knoxville and the Residents of Knoxville, Tennessee

In compliance with the City of Knoxville Charter requirements, we are submitting the Annual
Comprehensive Financial Report (ACFR) for the fiscal year ended June 30, 2022. These financial
statements represent our financial report to the City’s governing body, constituents, legislative and
oversight bodies, investors, and creditors. Copies of this report will be made available to elected
officials, City management personnel, bond rating agencies, and other agencies that express an
interest in the City’s financial matters. The general public may access these at the City’s website
online or by request of the City’s Finance Department. Based on the information contained in
this report, the financial condition of the City remains strong as of June 30, 2022.

The report has been prepared in accordance with the principles and standards for financial reporting
as set forth by the Governmental Accounting Standards Board (GASB) and the requirements of the
Single Audit Act of 1984 and the related Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principals, and Audit Requirement for Federal Awards
(Uniform Guidance).

The City’s financial statements have been prepared by the Finance Department and audited by
Crosslin PLLC. The city accepts responsibility to ensure all information included in the ACFR is
complete and accurate. We believe the enclosed data completely and accurately presents the
financial condition of the City in all material respects and is presented in a manner that fairly sets
forth the financial position and results of operations of the City. All disclosures necessary to
enable the reader to gain an understanding of the City’s financial activities are included.

This report consists of four sections: Introductory, Financial, Statistical, and Compliance sections. The
Introductory Section includes the City’s Letter of Transmittal, a listing of officials, an organization
chart, and a copy of the Certificate of Achievement for Excellence in Financial Reporting, The Financial
Section is comprised of the independent auditor's opinion, Management’s Discussion and
Analysis, basic financial statements, informational notes, required supplemental information, and
various combining and individual fund statements. The Statistical Section provides selected
unaudited financial and demographic information on a multi-year basis. Finally, the
Compliance Section incorporates information associated with federal and state grants and our
compliance therewith.

Generally accepted accounting principles (GAAP) require that management provide a
narrative introduction, overview and analysis to accompany the financial statements in the
form of the Management’s Discussion and Analysis (MD&A). This letter of transmittal complements
the MD&A and should be read in conjunction with it. The City of Knoxville’s MD&A can be found
immediately following the report of the independent auditors.

This report covers all financial activities of the City of Knoxville, as well as its component units. The
city provides a full range of services, including, but not limited to, police and fire protection; solid
waste collection and disposal; construction and maintenance of highways, streets, and
infrastructure; recreational activities; and cultural events. The City also has financial
accountability over three component units consisting of the Knoxville Utilities Board (KUB), the
Metropolitan Knoxville Airport Authority (MKAA), and Knoxville Area Transit (KAT). The financial

statements of KUB, MKAA and KAT are '
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included in this report, as Component Units on the Government Wide Statements. The financial
statements of the City Employees’ Pension Trust Fund are based on a separate audit and included in
the Fiduciary funds section along with two minor health related benefit custodial funds.

Governmental Structure

The City of Knoxville operates under the mayor-Councii form of government. Policymaking and
legislative authority are vested in the nine-member City Council, six of whom represent specific districts
and three members at large. The mayor and Council are elected on a non-partisan basis for four-year
terms and can serve no more than two consecutive terms. City Council is responsible, among other
things, for passing ordinances, determining policies, and adopting the budget. The mayor is responsible
for carrying out the policies and ordinances of the City Council, overseeing the daily operations of the
City, andfor appointing the heads of the City’s departments.

Local Economic Condition

The City of Knoxville is the third largest City in the State of Tennessee, having an estimated population of
192,648 (2021 Census Bureau Estimate). Located in East Tennessee at the headwaters of the Tennessee
River, the city serves as the economic center of the East Tennessee region, including portions of
Kentucky, North Carolina and Virginia. Its trade sector is one of the strongest in the state.

Knoxville has a diversified economy, with a strong public sector led by the University of Tennessee and
the Tennessee Valley Authority, which help provide employment stability. The Brookings Institution
named Knoxville one of the first three cities in the United States to fully recover from the Recession of
2008-09. More recently, economists at the University of Tennessee have stated that Tennessee is one
of 25 states that have fully recovered from the recent pandemic and is the ninth-strongest state in terms
of job growth. In short, the City of Knoxville is somewhat insulated from the boom or bust cycles that
occur in much of the country.

The City of Knoxville is in a good position to weather a potential recession, if one were to occur, as many
economists predict. In fact, the state, as a whole, is projected to even show modest growth, according
to a new report issued recently by the Boyd Center for Business and Economic Research at the University
of Tennessee. The report projects that the nation’s inflation adjusted GDP will fall by 3% in 2023 while
the state’s GDP is expected to grow by 0.7%. One of the key reasons for thismore optimistic outlook is
that more people have moved to the state, and Knoxville, in recent years which has provided a boost to
economic growth. This is particularly seen in a strong influx of local option sales tax and state shared
sales tax. For example, the City’s local option sales tax revenue grew by 14.73% from FY 2021 to FY
2022 resulting in an additional $7 million dollars.

Tourism continues to be an economic generator for Knoxville, as we continued to see growth in
visitation and economic activity in FY21/22. From July 2021 to June of 2022, hotel occupancy increased
20% over the prior fiscal. Additionally, a total of 2,305,709 rooms were sold over that period across the
county which reflects a 24.3% increase over FY20/21. Through Visit Knoxville’s website and media ads,
43,934 bookings were made for 107,855 nights totaling more than $14.4 million in revenue. In short,
tourism in Knoxville continued to grow and thrive through FY21/22.



The city, located in Knox County, has one of the lower sales tax rates in the state. Authorized by state
law to levy up to 2.75%, the combined city/county rate is 2.25%. The following table displays the City’s
portion of local sales tax collections (in thousands) over the past ten years:

Local Option Sales Tax Revenues
For the Fiscal Years Ended June 30
{in $1,000's)

Year Collections % Change
2012 $36,379 7.47%
2013 $35,028 -3.71%
2014 $35,783 2.16%
2015 $37,187 3.92%
2016 $40,743 9.56%
2017 $40,787 0.11%
2018 $40,884 0.24%
2019 $42,596 4.19%
2020 $43,526 2.18%
2021 $48,791 12.10%
2022 $55,798 14.73%

As shown above, in FY 2022 the City experienced a 14.73% increase in local option sales tax revenue (an
additional $7 Million). The City’s local option sales tax revenue has been on the rise for many years as
depicted above and this trend continues. As Knoxville is not a boom or bust town, revenues were not
negatively affected by the pandemic, to the extent initially forecasted, and the overall financial status
remains one of “cautious optimism” despite the nationwide concern of a potential recession. This is due
to many factors such as major new developments in the city, the rebound of the tourism industry
(hotels and restaurants), the creation of more housing, improvement in entertainment venues within
the city, and {as mentioned above) a steady influx of people {primarily young adults ages 20-44) from
other states.

The presence of the University of Tennessee along with Tennessee Valley Authority, Oak Ridge Nationa!
Laboratory and other large governmental entities lend stability to the area, making the local economy
less cyclical than the national or state economy. In FY22, the Knoxville metro area’s civilian labor force
(full and part-time, non-farm, wage and salary employees and seif-employed persons) totaled 450,000
workers. Average unemployment rate in the metro area was 3.8 percent, reflecting an increase of three
tenths of a percentage point from FY21.

An extensive transportation network connects Knoxville to the U.S. marketplace. Nearly half of the
nation’s population is within an eight to ten-hour drive of Knoxville via 1-40, 1-75, and i-81, which meet in
the metro area. The city is directly linked to the Great Lakes by the Interconnected Inland Water System
and to the Gulf of Mexico by the Tennessee-Tombigbee Waterway. Barge shipping is facilitated by three
local river terminals. Also serving the area are 125 truck lines, two railroads, and five airlines.

Our component units are also rebounding from the pandemic. The Knoxville Utilities Board (KUB), which
provides electric, fiber, gas, water and wastewater to the City and outlying areas saw an increase in net
position in FY 22 of $77.8 million compared to $75.5 million in FY 21.



KUB provides utility services to more than 478,000 customers in Knoxville and parts of seven
surrounding counties. KU B’s system is comprised of 5,480 miles of electric service lines, 63 electric
substations, 2,547 miles of gas service mains, 1,415 miles of water service mains, 28 water storage
facilities, 26 water booster pump stations, one water treatment plant, 1,330 miles of wastewater service
mains, 79 wastewater pump stations and 4 wastewater treatment plants. KUB has approximately 1,100
employees. Functioning with an approved operating budget of $1.1 billion and $2.3 billion in net capital
assets, it is the fourth largest customer of the Tennessee Valley Authority.

McGhee Tyson Airport posted three record-breaking years in a row in FY2017, FY2018, and FY2019 as
airline passenger traffic soared. FY2020 was on track to become the airport’s fourth consecutive record
year until the outbreak of COVID-19 in March 2020.

According to the Federal Aviation Administration’s (FAA) Aerospace Forecast FY2022-2042, the
unpredictable demand environment carriers faced in the previous two years will improve. Driving
the predictability will be the continued lifting of COVID-19 precautions, the working off of pent-up
demand, and employees returning to offices as they become more comfortable with travelling again
and employers finding ways to satisfy duty-of-care requirements.

2

As FY2022 ended, Knoxville airline passengers continued the upward trend begun in 2021. “Bleisure
travel became the new norm in FY2022, or leisure travel attached to business, as pent-up demand
began to correct the market. The general aviation (GA) sector was less affected by the COVID-19
crisis than the airlines and full recovery to 2019 levels is expected sooner than other sectors. The
long-term outlook for general aviation remains stable. Downtown Island Airport is experiencing a
similar trend.

MKAA was able to weather the COVID-19 pandemic and return to “normal” market conditions fairly
quickly in large part due to available federal stimulus funding. McGhee Tyson Airport received
$25.8M in CARES ACT funding followed by $5M in funding from an Airport Coronavirus Response
Grant and $10.7M funding from the Airport Rescue Grant.

Knoxville Area Transit (KAT) is the City of Knoxville's transit system, operating buses, trolleys and
paratransit service across the city. KAT's funding comes from the City of Knoxville, state and federal
governments and fare revenues. KAT carried over 2 million passenger trips during fiscal year 21/22, and
in 2017 was named the Outstanding Public Transportation System in North America by the American
Public Transportation Association, in the category of small transit systems.” The American Public
Transportation Association also awarded KAT the “Gold Safety Award” in 2018 and presented the
Distinguished Local Service Award to the Mayor in 2019. KAT's 24-route bus system and 3-route trolley
system is based at the Knoxville Station Transit Center, which serves as the major public transportation
hub for metropolitan Knoxvilte. The facility, which opened in 2010, is the city’s first Silver LEED certified
government building.

During the course of this fiscal year, KAT launched a new real-time bus app and improved over thirty
bus stops by adding benches, shelters, and leaning rails. Another major accomplishment was completing
the Federal Transit Administration Triennial Review with zero findings.

There are some exciting projects on the horizon for KAT. These projects that are being undertaken to
increase customer focus and ridership such as bus stop improvements, adding more electric buses, new
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fare payment options, and completing “KAT Reimagined” that is examining the current bus network and
service.

City of Knoxville’s Public Assembly Facilities - Knoxville boasts an active tourism market with
conventions, sporting events, public and consumer shows, and a prospering concert and live-
entertainment scene.

The Knoxville Convention Center celebrated its 20™ anniversary this year, and features a 120,000
square foot ex-hall, a 30,000 square foot Baliroom and 15 meeting rooms. The center received the
Prime Site Award from Facilities and Destination’s Magazine and has an excellent international
reputation hosting attendees from 82 countries. The center welcomed over 300,000 attendees in FY
2021/2022. Additionally, the World’s Fair Exhibition Hall is located across the street from the
convention center and offers another 70,000 square-feet of ex-hall space and has become home to
multiple volleyball and basketball tournaments and other conferences and public shows.

The Knoxville Civic Auditorium and Coliseum celebrated its 60" anniversary last year, seating 5,000 for
hockey games and 6,000 for an arena show, with a 2,500-seat auditorium. This past year the facility
achieved the second highest ticket sales in the state of Tennessee for FY 2021/2022 and was awarded
the 2022 “Venue of the Year” by the Greater Knoxville Hospitality Association.

Chilhowee Park and Exposition Center is an 81-acre multi-use facility with 60,000 square feet of
exhibition hall space and a 5,000 seat amphitheater. This facility increased its community usage during
FY 2021/2022 by 78% and is also home to the Tennessee Valley Fair.

Among Knoxville’s many annual events are the Dogwood Arts Festival, Big Ears Festival, the Tennessee
Valley Fair, Christmas at Chilhowee, and the Fantasy of Trees. The city is increasingly becoming an
outdoor destination for many conventions and convention goers with the development of an urban
wilderness area in south Knoxville and the enhancement of its parks and greenways.

The Big Ears musical festival had a particularly positive impact on the local economy this past spring.
This festival occurs annually in late March and generated $36.1M for the local economy and more than
$2.6M in state and local tax revenue. Specifically, AngelouEconomics estimates the festival generated
$20.24M in direct spending, $8.64M in indirect spending and $7.2M in induced spending. It also
provided nearly $12.9M in labor income. The event has grown somewhere between 15% - 25% annually
since 2014 and after a two year hiatus, imposed by the pandemic, festival goers and performers filled
hotels and short term rentals, and visited local restaurants.

The Knoxville Symphony Orchestra and the Knoxville Opera are among the many exceptional arts
organizations in the city. Choral groups, dance companies, and over a dozen performance venues,
including the Historic Tennessee and Bijou theaters, also promote the arts with performances nearly
every day of the year. Live entertainment includes touring Broadway productions, annual festivals
including the Hola Hora, Dogwood Arts, and Asian Festivals, and live music concerts daily at the WDVX
broadcasting studio downtown. The Knoxville Museum of Art and the Emporium Center for Arts and
Culture feature changing exhibits throughout the year, while the area’s libraries, historic sites, and
museums, such as the East Tennessee History Center, The McClung Museum of Natural History and
Cutlture, and the Beck Cultural Exchange Center, celebrate Knoxville’s rich heritage.
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Knox County is the principal gateway to the Great Smoky Mountains National Park, located 40 miles to
the southeast. The nation’s most-visited National Park extends over parts of the States of Tennessee and
North Carolina and remains the most visited park in the country. The park provides an economic hub
generating a cumulative benefit to the local economy of $1.38 billion in 2020 and supports over 14,000
jobs in the local and surrounding area. Two tourist towns are located at the foothills of the Smoky
Mountains: Gatlinburg and Pigeon Forge. Gatlinburg features numerous restaurants, craft shops, and
gift stores, along with a ski lodge, ski-lifts, convention center and tramway, making it a year-round resort
town. Pigeon Forge is a regionally well-known place to shop. Its attractions include Dollywood - a
country-style theme park, a waterslide park, dinner theaters, numerous miniature golf courses, bumper
boat rides, and theme museums. Knoxville seeks to capitalize from its location through the Women’s
Basketball Hall of Fame, the Knoxville Visitors Center, Outdoor Knoxville, Volunteer Landing, Neyland
Stadium which is home of the University of Tennessee Volunteer football team, the Knoxville Botanical
Gardens, and the Knoxville Zoo.

Knoxville consistently receives high honors for quality of life. In 2020 Livability.com ranked Knoxville
among the 100 best places to live and WalletHub.com named Knoxville as one of the nations “Best
College Towns and cities in America. Not only does Knoxville offer a high quality of life, but it has been
recognized as a great place to work. In 2021 WalletHub.com cited Knoxville as one of 2021’s Best Cities
for Jobs. Knoxville is a thriving modern city with small town charm, known for its access to outdoor
adventure and a downtown with a diverse music scene and numerous restaurants within one square
mile. it’s no wonder U.S. News and World Report lists Knoxville among the top 100 places to live.

The quality of life, one of the nations’ lowest cost of living areas - at 14.6% below the national average,
convenient interstate access and other factors make the area an attractive location for many types of
business/industry operations. Knoxville serves as home to some national and global industry leaders in
the area such as Dollywood, Clayton Homes, Inc., Scripps Networks Interactive, Covenant Health, Pilot
Flying J, and Regal. Additionally, Sysco Corporation, one of the largest food service marketers and
distributors in North America, also calls Knoxville home.

Knoxville serves as the health, educational, and governmental center of East Tennessee. Knoxville is
home to the University of Tennessee’s (UTK} main campus which consists of 910 acres, 294 buildings and
over $1 billion in projects that are under design and construction. UTK experienced an enrollment
increase during FY 22 of approximately 14% over the FY 21 figure of 26,254 students, including its
teaching hospital and veterinary school. U.S. News and World Report ranks UTK in the top 100 best value
colleges in the United States. Six other colleges operate in Knoxville, with 30 trade/vocational schools
completing Knoxville’s higher education system. Also operating in the area are eight hospitals. The
presence of the Tennessee Valley Authority, Oak Ridge National Laboratory, and The Y-12 National
Security Complex serve as a magnet for technology-based corporations in East Tennessee. Access to
world-class research facilities, federally-owned utility services and graduates from highly-ranked post-
secondary institutions gives Knoxville-based businesses a distinct advantage.

Relevant Financial Policies/Controls

Management of the City of Knoxville is responsible for establishing and maintaining an internal control
structure. This structure protects the assets of the government from loss, theft or misuse. The system
also ensures adequate accounting data are compiled to prepare financial statements in conformity with
GAAP. The internal control structure provides reasonable, but not absolute, assurance that these
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objectives are met. The concept of reasonable assurance recognizes that the cost of a control should
not exceed the benefits likely to be derived, and the valuation of costs and benefits requires estimates
and judgments by management.

Budgetary Controis

The objective of the City of Knoxville’s budgetary controls is to ensure compliance with the City Code
and Charter, as well as state and federal guidelines regarding the use of funds. Departments may not
exceed their annual appropriation without council approval. Appropriations for all funds, excluding
grants and capital projects, lapse at fiscal year-end and must be re-appropriated annually. Additional
budgetary controls include the City’s encumbrance accounting system, which ensures departments do
not exceed appropriations. Furthermore, the Mayor and the Finance Director can reserve or impound
appropriations if there are insufficient revenues to cover expenditures, or for any other valid reason.

Other information
Independent Audit

The State of Tennessee requires an independent audit be performed by independent certified
public accountants. The City’s audit committee selected Crosslin, PLLC to perform the audit.

MAJOR INITIATIVES
I. Redevelopment

A forward-thinking, friendly, and rapidly growing city, Knoxville is the largest city in East
Tennessee. Knoxville prides itself on being a great place to live, raise a family, start a business, or invest.
Steeped in innovation, connected with nature, and brimming with charm, the City offers amenities that
appeal to every lifestyle. Knoxville offers one of the nation’s lowest costs of living, coming in 14.6%
below the national average. Access to world-class research facilities, federally-owned utility services
and graduates from highly-ranked post-secondary institutions gives Knoxville-based businesses a distinct
advantage. The City of Knoxville is committed to our community’s continued growth and ability to thrive
economically and socially.

Downtown Knoxville continues to enjoy a sustained resurgence since the start of this century, with a
vibrant arts scene and cultural attractions, along with robust entertainment, shopping and dining
opportunities.

{l. Investing in Core Services

The work of the City to provide services that protect public health and safety is a primary and core
function of City government. People deserve to be and feel safe in Knoxville, and our community cannot
thrive unless residents are safe and secure. As such, the City budgets approximately $163.5 million
directly supporting the pay and benefits for the men and women in uniform who work daily to keep our
community safe.

Recognizing that lagging employee retention and recruitment (due to the nationwide job market) was a
concern, the City performed a comprehensive, third-party analysis of employee compensation across all
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departments. The study identified precise strategies to make employee salaries more competitive and
ensure the City can recruit and retain a talented workforce to meet the needs of the City. The budget for
FY23 which was passed toward the end of FY 22 included a property tax increase sufficient to implement
the long-term compensation strategy, including adjustments to city employee salaries where needed, as
well as a 6% across-the-board increase for all employees to boost recruitment and retention, and ensure
the City of Knoxville remains an attractive employerin a competitive market.

lll. Investing in Critical Infrastructure

The City of Knoxville takes seriously its responsibility to meet the critical infrastructure needs that
Knoxville’s economy and neighborhoods rely on. Capital spending has increased approximately 70% as
of late, due to the investment of one-time funding made possible by the Federal American Rescue Plan
Act (ARPA). The Capital Project Budget reflects increased project costs as a resutlt of inflation, as well as
intentional decisions to invest in the upkeep of critical infrastructure, such as roadways, storm sewers,
and other public assets. The City’s capital budget also reflects core administrative goals to promote
public safety, healthy neighborhoods, sustainability, and good jobs.

Providing safe and reliable infrastructure to support the mobility of all users of Knoxville’s transportation
systems, including bicyclists and pedestrians, is another focus of the most recent capital budget. The City
supports community-wide pedestrian infrastructure and improvements, including funds for new
sidewalks, curb cuts and sidewalk repairs across City neighborhoods. The recent budget invested $8.6
million in highway infrastructure which also supports bicyclists and pedestrians at specific high-priority
locations. A total of just over $10.8 million was also provided for critical roadway safety investments
such as repairs to roads, bridges, guardrails, signage, signals and other basic safety assets across the City.

Additionally, the most recent budget invested in making Knoxville a sustainable/resilient community
with a high quality of life for residents. The budget inciudes $10.2 million for park improvements
throughout the City, including upgrades not only to local neighborhood parks, but also regional park
attractions such as the Urban Wilderness and Lakeshore Park. The budget leverages Federal and State
funding associated with the American Rescue Plan Act (ARPA) to provide a total of over $20 million for
critical support for our City’s stormwater infrastructure. Investments in the efficiency of municipal
facilities through equipment and operational improvements reduce utility bills and create a return on
investment for taxpayers while also reducing environmental impacts.

IV. Investing in Partnerships

in addition to providing basic services and infrastructure, the City also advances its mission and
administrative priorities through partnerships that leverage both public and private resources to solve
tough challenges that face the Knoxville community.

Partnerships to preserve and increase the supply of affordable housing are some of the most important
strategies that the City invests in to support a growing and thriving community: a healthy economy and
healthy housing market go hand in hand. The City uses Federal and local dollars to leverage support
toward as many housing opportunities for people and families as possible, and roughly 1,500 new,
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affordable units have opened in the last 3 years or are under construction thanks to the City’s support.
Established by ordinance in May 2021, the Knoxville Affordable Housing Fund is a 10-year, $50 million
commitment by the City of Knoxville to support the creation and preservation of safe, high-quality, and
affordable housing to support the Knoxville community. Since creating the fund in 2021, the City has
committed more than $19.5 Million toward housing initiatives, including $8.5 million of local funds in
FY23.

As the Knoxville economy continues to grow, the City and our partners work to ensure that growth
reflects the needs of the 21st century economy and workforce and creates opportunities for all
community members. The recent budget included $1,181,000 to support Knoxville economic
development partners. This includes funding to support traditional business development opportunities
through the Knoxville Chamber, as well as efforts specifically focused on supporting Knoxville’s Latino
community, smalt businesses and entrepreneurs, asnd Black-owned businesses. It also supports the
Spark Cleantech Accelerator that aids early-stage, high-growth companies focused on solutions
targeting the climate crisis while simultaneously supporting Knoxville’s regional advanced energy
economy,

In today’s world, access to high-speed, high quality broadband internet opens the door to educational
and economic opportunities. With the support of the Knoxville City Council, Knoxville Utilities Board
(KUB) is moving forward to provide municipal broadband services to every electric customer, with the
first homes having come online in the fall of 2022. To ensure that this investment achieves its goal of
increasing digital access and equity, this budget includes funding support from the City for KUB's
Student Internet Access Program that will provide free internet access to qualifying low-income student
households.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Knoxville for its Annual
Comprehensive Financial Report for the fiscal year ended June 30, 2021. This was the 36" year the City
achieved this prestigious award. In order to be awarded a Certificate of Achievement, a government
must publish an easily readable and efficiently organized comprehensive annual financial report. 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 annual
comprehensive financial report 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.

The City of Knoxville received GFOA’s Distinguished Budget Presentation Award for the annual operating
budget for 2022. This marks the 35" year that the City has won this Award. The Distinguished Budget
Presentation Award recognizes that the City’s budget document is a proficient policy document,
financial plan, operation guide and communications medium.
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(CROSSLIN

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor's Report

City Mayor and City Council Members of the
City of Knoxville, Tennessee

Opinions

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 City of Knoxville, Tennessee (the “City”) as of and for the year ended
June 30, 2022, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

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 City of Knoxville, Tennessee, as of June 30, 2022, and
the respective changes in financial position and, where applicable, cash flows thereof, and the respective
budgetary comparisons for the general fund and miscellaneous community development funds for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

We did not audit the financial statements of the following discretely presented component units: the
Knoxville Utilities Board and the Metropolitan Knoxville Airport Authority, which represent 98 percent, 97
percent, and 93 percent, respectively, of the assets, net position, and revenues of the aggregate discretely
presented component units of the City as of June 30, 2022, and the respective changes in financial
position, and where applicable, cash flows thereof for the year then ended. Those statements were audited
by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the
amounts included for those entities, is based solely on the reports of the other auditors.

Basis for Opinions

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. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of the City and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter
As described in Note A to the financial statements, the City adopted new accounting guidance,

Governmental Accounting Standards Board Statement No. 87, Leases. Our opinion is not modified with
respect to this matter.

The Astoria « 3803 Bedford Avenue, Suite 201 + Nashville, Tennessee 37215 « phone: 615-320-5500 ¢ fax: 615-329-9465 ¢ www.crosslinpc.com
An Independent Member of The BDO Alliance USA



City Mayor and City Council Members of the
City of Knoxville, Tennessee

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards Government Auditing
Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.



City Mayor and City Council Members of the
City of Knoxville, Tennessee

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 5 through 22, the schedule of changes in net pension liability and related
ratios and schedule of employer contributions of the pension plan on pages 100 and 101, and the schedule
of changes in total OPEB liability and related ratios on page 102, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The accompanying combining and individual nonmajor fund
financial statements, schedule of changes in long-term debt by individual issue, schedule of changes in
lease obligations, schedule of lease requirements by year, and the schedule of expenditures of federal
and state awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards and the State of Tennessee
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. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the combining and individual
nonmaijor fund financial statements, schedule of expenditures of federal awards, schedule of changes in
long-term debt by individual issue, schedule of changes in lease obligations, and schedule of lease
requirements by year are fairly stated, in all material respects, in relation to the basic financial statements
as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory and statistical sections but does not include the basic financial statements and
our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.



City Mayor and City Council Members of the
City of Knoxville, Tennessee

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 13,
2023, on our consideration of the City’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 City’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
City’s internal control over financial reporting and compliance.

Croratine, PLLC

Nashville, Tennessee
January 13, 2023



Management’s Discussion and Analysis

This Management Discussion and Analysis (MD&A) aids the reader in understanding the City of Knoxville's
basic financial statements and financial position. It is intended to be an easily readable analysis of the
City’s financial activities based on currently known facts, decisions or conditions. This analysis focuses on
current year activities and should be read in conjunction with the Transmittal Letter that begins on page “i"
and with the financial statements that follow. All amounts are expressed in dollars, unless otherwise spec-

ified, for the results of operations for the Fiscal Year ending June 30, 2022.

Financial Highlights

o The assets and deferred outflows of resources of the City of Knoxville primary government ex-
ceeded its liabilities and deferred inflows of resources at the close of the most recent fiscal year by
$805,639,935 (net position). Of this amount, $353,965,081 (unrestricted net position) may be used
to meet the government’s ongoing obligations to citizens and creditors.

e Net position increased by $73,834,237, a change of 10.09%, when compared to FY2021. This gain
stems from a relatively quick recovery from the pandemic, effective budgetary controls, an increase
in both local and state shared revenues, an increase in net investment in capital assets, and a
substantial reduction in our net pension liability.

o As of the close of the fiscal year, the City’s governmental funds reported combined ending fund
balances of $337,752,128 an increase of $10,835,636 over the prior year. Of this total,
$311,012,209 or 92.08% is either non-spendable, restricted, committed, or assigned. The remain-
ing balance of $26,739,919 is available for other uses.

e The ending fund balance in the City’s General Fund increased by $5,716,462 or 5% over the prior
year. For FY2022, $14,354,220 was appropriated from unassigned fund balance to augment Gen-
eral Fund revenues to balance the planned budget expenditures. Overall tax collections came in
higher than anticipated by $10,445,688 and contributed significantly to reducing the amount of un-
assigned fund balance needed to support expenditures. Consistent with Governmental Accounting
Standards Board (GASB) standards for fund balances, a total of $535,631 is considered non-
spendable and $87,342,936 is restricted, assigned or committed. The remaining balance of
$26,739,919 is available for spending at the City’s discretion.

e The City's total debt for the primary government increased by $5,025,000 from $175,660,000 to
$180,685,000 during the fiscal year. The net increase is the result of a new debt issuance of
approximately $18 million and our annual debt service payments.

Overview of the Financial Statements

There are four sections to the City’s financial report — Introductory, Financial, Statistical and the Compliance
sections. The Introductory Section contains the City’s Letter of Transmittal, a facsimile of the Certificate of
Achievement for Excellence in Financial Reporting, an organization chart, and a list of officials. The Finan-
cial Section is comprised of the independent auditor's opinion, Management’s Discussion and Analysis,
basic financial statements, informational notes, required supplemental information, and various combining
and individual fund statements. The Statistical Section discloses data designed to further enhance the
readers’ understanding of the City’s financial health. The Compliance Section contains the Single Audit
Report and any findings and recommendations.

The heart of this financial document lies within The Financial Section. Here the City presents government-
wide statements, funds statements, notes of explanation, required supplementary information, combining
statements, information regarding capital assets used in the operation of governmental funds and other
schedules. The government-wide statements provide a thumbnail sketch of the City’s entire operations,
and the funds statements provide relevant information on the various funds. Further detail and explanation
of pertinent information and operations is provided in the financial statements and in the notes that follow.
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Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City of Knoxville’s finances, in a manner similar to private-sector business. Government-wide statements
are provided on a full accrual basis. Activities are considered either as those of Primary Government (the
government as legally defined) or those of Component Units (legally separate entities for which the primary
government is financially accountable). Public utility and transportation services are performed by the
Component Units. Activities are delineated as noted:

Primary Government Component Units
Gowvernmental Activities Knoxuille Utilities Board
Business-Type Activities Metropolitan Knoxuville Airport Authority

Knoxyille Area Transit

STATEMENT OF NET POSITION

The statement of net position presents information on all the City’s assets and liabilities, with the difference
between the two 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 City is improving or deteriorating.

The statement of net position presents the consolidated financial condition of the City at a moment in time.
This statement presents assets, liabilities and total net position categorized as either primary government
or component units. Primary government activities are further delineated as either governmental or busi-
ness-type. Component units are organizations for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity's financial statements
to be misleading or incomplete.

STATEMENT OF ACTIVITIES

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 as soon as the underlying events giving
rise to the change occur, 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 and earned but unused vacation leave).

The focus of the statement of activities is to present the City’s combined operational activities over the past
fiscal year. Governmental and business-type items are shown using all revenues and expenses. Govern-
mental activities are financed primarily by local taxes, user fees, charges for services, or subsidized by
direct appropriations from the City’s General Fund. Business-type operations, by nature, recover costs
through user fees and/or operational transfers.

Fund Financial Statements

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

Governmental Funds

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

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

Governmental funds statements are provided on a modified accrual basis. The City’s major funds are
presented in their own columns and the remaining funds are combined with a column titled “Other Govern-
mental Funds.” Other Governmental Funds are also noted as Non-major Governmental Funds, Special
Revenue Funds and Permanent Funds. Governmental funds are as follows:

Major Governmental Funds Non-Major Governmental Funds/Special Revenue Funds
General State Street Aid
Debt Service Community Development Block Grants
Capital Projects Abandoned Vehicles
Miscellaneous Community City Inspections
Development Funds City Court

Miscellaneous Grants

Animal Control

Miscellaneous Special Revenue Funds
Storm Water

Solid Waste

Permanent Fund
Krutch Park Trust

A budgetary comparison statement for the General Fund (Statement of Revenues, Expenditures, and
Changes in Fund Balances) is presented in the Fund Financial Statements section of the Basic Financial
Statements.

Budgetary comparison schedules for the debt service and capital projects funds (Schedule of Revenues,
Expenditures, and Changes in Fund Balances) are found in the Combining and Individual Fund Statements
and Schedules section. Readers who wish to obtain information on non-major funds may do so in the
Combining Statements section of this report.

The Governmental Funds Balance Sheet provides a snapshot of the financial (but not capital) assets asso-
ciated with governmental activities, liabilities payable from current financial resources and the net fund
balance.

The Statement of Revenues, Expenditures and Changes in Fund Balances reports all transactions, events
and inter-fund activity that increase or decrease fund balances.

Because Government-Wide Statements are provided on a full accrual basis and governmental funds state-
ments are provided on a modified accrual basis, reconciliation is necessary. Reconciliation statements are
provided following the Balance Sheet and the Statement of Revenues, Expenditures and Changes in Fund
Balances.

Proprietary Funds

The City of Knoxville maintains two different types of proprietary funds: enterprise funds and internal service
funds. Enterprise funds are used to report the functions presented as business-type activities in the gov-
ernment-wide financial statements. The City of Knoxville uses enterprise funds to account for its Conven-
tion Center and Public Assembly Facilities consisting of the Civic Auditorium/Coliseum and Chilhowee Park,
public parking garages operating under the Metro Parking Fund and the Municipal Golf Courses. Internal
service funds are an accounting device used to accumulate and allocate costs internally among the City’s
various functions. The City uses internal service funds to account for fleet operations, insurance functions,
both risk and employee health care, replacement of non-rolling stock equipment, and maintenance opera-
tions relating to various city buildings. Because these services predominantly benefit governmental rather
than business-type functions, they have been included within governmental activities in the government-
wide financial statements.
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Proprietary funds statements are presented on a full accrual basis. Proprietary funds are noted as follows:

Business-Type Activities Governmental Activities/Internal Service Funds
Knoxville Convention Center Fleet Maintenance
Other Business-Type Activities - Risk Management
Metro Parking Health Insurance
Public Assembly Facilities Equipment Replacement
Municipal Golf Courses City Buildings

Like the government-wide statement, the Proprietary Fund Statement of Net Position reports all assets and
liabilities, including capital assets and long-term liabilities. Proprietary funds reflect their net assets accord-
ing to their availability for use in operations.

The Statement of Revenues, Expenditures, and Changes in Fund Net Position isolate operating revenues
and expenses from other changes in net assets to allow for the measurement of how sufficiently a given
activity is self-supporting. Non-operating items are also included immediately following operating in-
come/loss.

The Statement of Cash Flows is provided to allow for the assessment of the adequacy of a proprietary
fund’s cash flows.

Fiduciary and Component Unit Statements

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of
those funds are not available to support City programs. The accounting used for fiduciary funds is much
like that used for proprietary funds. The Combined Custodial Funds account for monies designated by
employees to offset the cost of their personal health care. The City Employees’ Pension Trust Fund ac-
counts for assets set aside for employee retirements.

Unlike proprietary funds, fiduciary funds do not list their net assets based on availability for use in opera-
tions.

The Statement of Changes in Fiduciary Net Position notes all changes in net assets without distinguishing
earnings changes from other types of changes. These changes to net assets are simply noted as additions
and deletions.

Notes to the Financial Statements

Completing the document are notes to the financial statements. The notes disclose additional information
in order to provide a more informed understanding of the government-wide and fund financial statements.

Other Information

Following the notes, this document provides required supplementary information regarding Knoxville’s pro-
gress in funding its obligation to provide pension benefits to its employees. The combining statements for
non-major governmental funds, non-major enterprise funds and internal service funds, schedules for the
Debt Service and Capital Projects Funds, and other supplementary information are also provided for further
clarification.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
The following analysis focuses on the total primary government, which includes both governmental and
business-type activities.



Statement of Net Position at June 30, 2022
A condensed version of the Statement of Net Position follows:

Condensed Financial Information
Statement of Net Position
Primary Government
For Fiscal Years Ending June 30

(In $1,000's)
Governmental Business-Type Total Primary
Activities Activities Government
2022 2021 2022 2021 2022 2021
Assets
Cash and investments $ 467,279 $443,398 $ 89,029 $ 77,419 $ 556,308 $ 520,817
Other assets 241,299 209,247 (5,705) (1,732) 235,594 207,515
Capital assets 492,399 441,434 139,526 146,297 631,925 587,731
Total assets 1,200,977 1,094,079 222,850 221,984 1,423,827 1,316,063
Deferred Outflows 42,086 77,634 - - 42,086 77,634
Liabilities
Other liabilities 26,887 20,911 3,892 3,228 30,779 24,139
Noncurrent liabilities 314,718 394,061 77,842 83,337 392,560 477,398
Total liabilities 341,605 414,973 81,734 86,565 423,338 501,538
Deferred Inflows 236,738 159,828 196 526 236,934 160,354
Net position
Net investment in
capital assets 371,712 331,898 61,691 62,967 433,403 394,865
Restricted 18,272 14,465 - - 18,272 14,465
Unrestricted 274,736 250,550 79,229 71,926 353,965 322,476

Total net position ~ $ 664,720 $596,913 $ 140,920 $ 134,893 § 805,640 $ 731,806

Note: Fiscal year 2021 has been restated as discussed in Note 23 to the financial statements.
Governmental Activities

Assets have increased by 9.77% and liabilities have decreased by 17.68% when compared to FY2021
levels. The increase in assets is due primarily to an increase in capital assets that have recently come to
fruition. Noncurrent liabilities decreased by $79.3 million primarily due to a decrease in the City’s net pen-
sion liability. The net pension liability decreased by $93.7 million in accordance with actuarial requirements
of the various pension plans. The net result of these changes is an increase in total net position of 11.4%.

Business-Type Activities

Assets and liabilities changed by 0.4% and (5.6%) respectively from FY2021 levels. The overall result of
all these changes is a 4.5% increase in net position.



Total Primary Government

The City’s capital assets, including land and buildings, equipment, furniture and fixtures, infrastructure, and
construction in progress account for 43.0% of $1,465.9 million in total assets and deferred outflows. Taxes
and governmental receivables and other assets constitute 16.1%. Current liquidity comprised of cash and
investments represents 38.0% and deferred outflows representing pension and other post-employment
benefits account for 2.9%.

Primary Government Primary Government Liabilities &
Assets & Deferred Outfows Deferred Inflows
Cash and - s o,
; Capital assets Other liabilities
mvgs;g‘n%nts 43.0% 7%
@ Deferred Noncurrent
inflows liabilities
Deferred 35.9% 59.4%
Other assets 0;1';%}213

16.1%

Of the total government liabilities and deferred inflows, 59.5% are in long-term debt. Of the total long-
term debt, approximately $75.6 million is related to debt issued to finance the convention center
and approximately $67.7 million pertains to the new Safety Complex under construction.

A portion of the City’s total net position is restricted for specific purposes. These restrictions represent legal
or contractual limitations on how the assets may be expended. Within the governmental activities category
are system development charges, bond proceeds, taxes and other collections limited to repayment of debt.
The unrestricted net position of the City’s primary governmental activities represent 41.33% of total primary
government net position.

Primary Government Total Net Position

Restricted
2.3%
Net investment
Unrestricted in capital assets
43.9% 53.8%
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STATEMENT OF ACTIVITIES FOR THE YEAR ENDED JUNE 30, 2022

A summary version of the Statement of Activities follows:

Revenues:
Program revenues:
Charges for services
Operating grants & contributions
Capital grants & contributions
General revenues:
Taxes
Interest
Other

Total revenues

Expenses:
General government
Public safety
Physical Environment
Transportation
Economic development
Parks and recreation
Health & Sanitation
Interest on long-term debt
Other

Total expenses

Increase (decrease) in net
position before transfers
Transfers

Changes in net position
Beginning net position

Ending net position

Condensed Financial Information
Primary Government
Statement of Activities
For Fiscal Years Ending June 30

(In $1,000's)
Governmental Business-Type Total

Activities Activities Primary Government

2022 2021 2022 2021 2022 2021
11,285 $ 11,201 $ 14833 $ 7,450 $ 26,118 $ 18,651
8,653 8,332 1,500 1,500 10,153 9,832
7,037 14,262 - - 7,037 14,262
299,563 265,908 9,515 12,195 309,078 278,103
(378) 944 157 113 (221) 1,057
4,975 2,964 866 400 5,841 3,364
331,134 303,611 26,871 21,658 358,005 325,269
47,472 50,633 - - 47,472 50,633
99,880 112,691 - - 99,880 112,691
56,689 56,076 - - 56,689 56,076
3,373 5,947 - - 3,373 5,947
16,886 16,534 - - 16,886 16,534
13,285 12,490 - - 13,285 12,490
10,571 10,087 - - 10,571 10,087
4,317 1,785 - - 4,317 1,785
- - 31,698 26,167 31,698 26,167
252,473 266,243 31,698 26,167 284,171 292,410
78,661 37,368 (4,827) (4,509) 73,834 32,859

(10,854) (6,861) 10,854 6,861 - -
67,807 30,507 6,027 2,352 73,834 32,859
596,913 566,406 134,893 132,541 731,806 698,947
$ 664,720 $ 596,913 $ 140,920 $ 134,893 $ 805,640 $ 731,806

Note: Fiscal year 2021 has been restated as discussed in Note 23 to the financial statements.

Reflected in the Government-Wide Statement of Activities for the fiscal year ending June 30, 2022, only the
General and State Street Aid Funds (not including miscellaneous grant funds) generated material revenues
in excess of current operating expenditures. Excess revenue generated by the General Fund is used to
support funds that are not self-sufficient and to maintain reserves necessary for proper operation of the city.
Property tax collections for the General Fund increased by $9,436,866 because the City adjusted the ratio
between debt service and Operational revenue such that we only carried enough in Debt Service to make
the debt service payments in FY 22. Additionally, local option sales tax collections increased by 14% from
FY 2021 to FY 2022. The state income tax on investments was eliminated in FY2022.
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Surplus Debt Service fund revenues are generally used for one-time expenditures, capital projects or to
retire debt. Excess City Court revenues, if any, are transferred to the General Fund to finance general
operations. Public safety operations (police, fire, emergency management and codes enforcement) ac-
counted for 35.1% of the City’s total governmental operations of $284.1 million. All other City operations
are financed by either local or state taxes, grants, or various shared revenues.

Business-type Activities

The City’s business-type activities include metro parking, public assembly facilities and the municipal golf
courses. Note that “public assembly facilities” consist of the Convention Center, Civic Coliseum/ Audito-
rium, the World’s Fair Exhibition Center and Chilhowee Park. Home of the University of Tennessee’s main
campus, Knoxville attracts thousands of visitors yearly for various sporting events. Neyland Stadium, the
nation’s sixth largest college football stadium, attracts over one hundred thousand loyal fans per home
game. Proximity to outdoor recreational facilities such as the lake region and The Great Smoky Mountains
National Park make the Knoxville area an ideal tourist destination. With this in mind, it is no surprise that
many organizations choose to hold events at the Knoxville Convention Center to take advantage of Knox-
ville’s unique geographic location. Current expenses exceed revenues for these business type activities
which is generally “the norm” for cities that own entertainment/recreational type facilities. However, the local
economy benefits greatly from the impact of lodging, restaurant, and various recreational consumer spend-
ing. To assist with repayment of the debt associated with the Convention Center, a dedicated Hotel/Motel
tax is pledged and used. Additionally, redevelopment efforts in areas surrounding the City’s downtown and
the South Waterfront are expected to increase the cost effectiveness of the city’s infrastructure investments.

Total Government

Primary Government Revenues were $358 million. The largest portion of these revenues ($309.1 million —
81.7%) was from taxes.

Primary Government DTaxes 86.3%
Total Revenues

mCharges for services 7.3%

OOperating grants &
contributions 2.8%

OOther 1.6%

B Capital grants and
contributions 2.0%

OlInterest 0.4%
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Total primary government expenses totaled $284.2 million, 35.1% of which was directed toward public
safety.

aGeneral government 16.7%

Primary Government
Total Expe nses @Public safety 35.1%

aPhysical Environment 18.9%
OTransportation 1.2%

mParks and recreation 4.7%
BEconomic development 5.9%

mHealth & Sanitation 3.7%

0 19.1%
0 1.2% Olinterest on long-term debt 1.5%

B 4.8%
MOther 11.2%

Component Units

Certain organizations affiliated with the City are reported as component units. Component units are legally
separate organizations for which the elected officials of the primary government are financially accountable.
The nature and significance of component units are such that exclusion would cause the City’s financial
statements to be misleading or incomplete. The component units for the City of Knoxville include the Knox-
ville Utilities Board, the Metropolitan Knoxville Airport Authority, and Knoxville Area Transit. A summary of
the City’s component unit operations follows:

Condensed Financial Information
Component Units
For Fiscal Year Ending June 30,
(In $1,000's)

Metropolitan Knoxuville Airport

Knoxville Utilities Board Authority Knoxville Area Transit Totals
2022 2021 2022 2021 2022 2021 2022 2021
Program Revenues $ 907,407 $ 823281 $ 48982 § 51,860 $ 73385 § 29,360 $ 1,029,774 $ 904,501
Program Expenses (822,371) (742,320) (39,289) (32,890) (52,615) (38,544) (914,275) (813,754)
Total General Revenues (7,217) (5,435) 6,676 14,499 (1,041) 3,038 (1,582) 12,102
Change in Net Assets 77,819 75,526 16,369 33,469 19,729 (6,146) 113,917 102,849
Net Assets at Year End $ 1363464 $ 1285645 §$ 331848 §$ 315479 $ 60,587 § 40,858 $ 1,755,899 $ 1,641,982

Financial Analysis of the Governmental Funds
Balance Sheet at June 30, 2022

The total Governmental Funds balance as of June 30, 2022 was $337.8 million of which the general fund’s
balance is approximately $114.6 million, the debt service fund is $64.0 million, capital projects funds com-
prise $117.9 million, miscellaneous community development funds total $1.4 million and the remaining
$39.9 million is distributed among the various special revenue and permanent funds. In aggregate, the
governmental funds’ fund balances increased by $10.9 million (+3.3%) when compared to the prior year.
The change was predominantly in Other Funds (increasing 86.0%) reflecting the use of funds for approved

-13 -



capital projects, most notably the new Public Safety Complex. This increase is also attributed to the rela-
tively large increase in grant funding the City received from both the State and Federal governments. Sig-
nificant causes of the various increases are explained further in the following section.

Statement of Revenues, Expenditures & Changes in Fund Balances for the Year Ended June 30,
2022

The following schedule presents a summary of total governmental funds, which includes general fund, debt
service fund, capital projects fund and other governmental funds for the fiscal year ended June 30, 2022,
and the amount and percentage of increases and decreases in relation to prior year revenues.

Condensed Financial Information
Total Governmental Funds - Revenues
For Fiscal Years Ending June 30

(In $1,000's)
Percent Change from Prior Year
of Total Increase Percent
Revenues 2022 2021 2022 (Decrease) Change
Taxes, assessments, interest &
penalties $ 247,503 $ 234,359 75.06% $ 13,144 5.61%
Licenses, permits and inspection
charges 3,642 3,300 1.10% 342 10.37%
Intergovernmental revenue 64,455 49,044 19.55% 15,411 31.42%
Charges for services 5,191 5,918 1.57% (727) (12.29%)
Fines and forfeitures 2,794 2,738 0.85% 56 2.04%
Other 6,144 8,090 1.86% (1,946) (24.06%)
Totals $ 329,729 $ 303,449 100.00% $ 26,280 8.66%

A comparison of revenues between FY2022 and FY2021 shows total general government revenues were
up by approximately $26.3 million or 8.66%. Local option sales tax showed the largest real growth, increas-
ing 14.73% in FY2022 compared to FY2021. Intergovernmental revenue, which reflects increased grant
funding being earned and awarded, increased by 31.4% ($15.4 million). Charges for Services are down
approximately 12.3% ($727,000). Property Tax revenue had modest growth during FY2022 at 0.94%.

The following schedule presents a more detailed summary of the general fund, special revenue fund, capital
projects fund and debt service fund expenditures for the fiscal year ended June 30, 2022, and the percent-
age of increases and decreases in relation to prior year amounts.
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Condensed Financial Information

Total Governmental Funds - Expenditures

For Fiscal Years Ending June 30

(In $1,000's)
Percent Change from Prior Year
of Total Increase Percent
Expenditures 2022 2021 2022 (Decrease) Change

Administration $ 9788 $§ 4,959 298% $ 4,829 97.38%
Finance 7,016 4,180 2.14% 2,836 67.85%
Information Systems 4,591 4,409 1.40% 182 4.13%
Community Development 14,427 11,883 4.40% 2,544 21.41%
South Knoxville Waterfront 356 330 0.11% 26 7.76%
Parks & Recreation 8,387 7,726 2.56% 661 8.56%
Mass Transit 2,351 4,979 0.72% (2,628) (52.79%)
Engineering 15,121 13,734 4.61% 1,387 10.10%
Public Senices 39,514 36,694 12.05% 2,820 7.69%
Law 3,323 3,167 1.01% 156 4.93%
Police 64,063 60,425 19.53% 3,638 6.02%
Emergency Management 617 501 0.19% 116 23.09%
Fire 45,624 43,585 13.91% 2,039 4.68%
Codes Enforcement 811 683 0.25% 128 18.71%
Legislative 904 1,021 0.28% (117) (11.49%)
Civil Senice 1,656 1,125 0.50% 531 47.22%
City Elections 416 - 0.13% 416 N/A
Knoxville Partnership 709 641 0.22% 68 10.58%
Metropolitan Planning Commission 1,305 1,267 0.40% 38 2.99%
Knoxville Zoological Park 1,527 1,463 0.47% 64 4.39%
Community Agency Grants 2,143 1,868 0.65% 275 14.74%
Community Action Committee 1,023 969 0.31% 54 5.54%
Tax Increment Payments 2,881 3,004 0.88% (123) (4.08%)
Other General Government 19,071 20,031 5.81% (960) (4.79%)
Capital and Grant Projects 69,377 44,296 21.15% 25,081 56.62%
Debt senvice:

Issuance Costs 135 80 0.04% 55 N/A

Principal retirement 6,404 40,811 1.95% (34,407) (84.31%)

Interest on bonds and notes 4,445 1,629 1.36% 2,816 172.84%
Total Expenditures $327,984 $ 315,460 100.00% $ 12,524 3.97%

Overall, general government expenditures in FY2022 increased by approximately $12.5 million. The re-
duction of $2.6 million in Mass Transit is due to a reduction in services related to a temporary labor shortage
which has, in large measure, now been corrected. Community Development expenditures increased by
approximately $2.5 million due to increased grant funding and the corresponding expenditures. Public
Safety (Police, Fire, Emergency Management and Codes Enforcement) increased by $5.9 million due pri-
marily to increased personnel costs. Capital Project expenditures increased by $25.1 million as a result of
receiving the first tranche of American Rescue Plan Act dollars and the corresponding expenditures for

various associated projects
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Proprietary Funds Statements
Statement of Net Position at June 30, 2022

The Knoxville Convention Center, shown below and noted under Business-type Activities, and equipment
replacement and fleet maintenance, noted under governmental activities, represents the largest portion of
the assets associated with Proprietary Funds.

Statement of Revenues, Expenditures and Changes in Fund Net Position for the Year Ended June
30, 2022

A summary of the revenues, expenses, and transfers indicates that there is an increase in total proprietary
fund net position, including internal service funds, of $6.027 million after transfers.

Statement of Cash Flows for the Year Ended June 30, 2022

The four main business type activities of the City are the Convention Center, Metro Parking, Public Assem-
bly Facilities and the Municipal Golf Courses. The net position of the City’s proprietary funds increased by
$6.0 million from FY 2021 to FY 2022. This is primarily attributed to improved economic conditions as the
pandemic’s effects, in both the state and Knoxville, markedly decreased and citizens began returning to
normal activities. The Metro Parking Fund (parking garages) finished the fiscal year with a positive cash
flow of $392,121. Public Assembly Facilities had a $5,311,271 positive cash flow as the public returned to
normal activities and due to transfers. The City’s two golf courses continued to have a small operating loss
which was partially covered with subsidies from the General Fund. The following table shows revenues,
expenses, net interfund transfers, net income and net position at fiscal year-end for the proprietary funds.
Condensed Financial Information

Proprietary Funds
For Fiscal Years Ending June 30

(In $1,000's)
Net Interfund
Proprietary Funds Revenues Expenses Transfers
2022 2021 2022 2021 2022 2021
|. Business-type Activities

A. Knoxville Convention Center $ 15249 $§ 14,742 $ 16,862 $ 14,968 $ 4198 $ 3,729

B. Other (Non-major enterprise funds)
1. Metro Parking 3,725 3,348 4,220 4,788 130 2
2. Public Assembly Facilities 5,726 1,397 8,789 4,837 6,214 2,738
3. Municipal Golf Courses 1,618 1,511 1,676 1,573 312 392
Total Business-type Activities 26,318 20,999 31,548 26,166 10,854 6,861

Il. Government-Wide Activities
A. Internal Service Funds

1. Fleet Maintenance 19,987 16,933 16,217 14,316 (133) 813
2. Risk Management 7,698 6,938 8,444 5,566 3 4
3. Health Insurance 21,029 20,328 20,784 20,558 366 631
4. Equipment Replacement 3,462 3,170 3,468 3,650 856 93
5. City Buildings 2,387 2,267 2,130 2,140 287 300
Total Government-Wide Activities 54,564 49,636 51,043 46,229 1,379 1,842
Totals $ 80,882 $ 70,635 $ 82591 § 72,395 $ 12,233 § 8,703
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Condensed Financial Information
Proprietary Funds
For Fiscal Years Ending June 30

(In $1,000's)
Capital Change in Net Position at
Proprietary Funds Contributions Net Position Year End
2022 2021 2022 2021 2022 2021
|. Business-type Activities

A. Knoxville Convention Center $ - $ - $ 258 $ 3504 $ 84,199 $ 81,614

B. Other (Non-major enterprise funds)
1. Metro Parking 309 400 (56) (1,038) 29,153 29,209
2. Public Assembly Facilities 92 259 3,243 (444) 25,283 22,040
3. Municipal Golf Courses - - 254 330 2,284 2,030
Total Business-type Activities 401 658 6,026 2,352 140,919 134,893

1. Government-Wide Activities
A. Internal Service Funds

1. Fleet Maintenance 25 135 3,662 3,566 91,033 87,371
2. Risk Management - - (743) 1,375 19,122 19,865
3. Health Insurance - - 611 402 22,588 21,977
4. Equipment Replacement 1,010 407 1,860 20 35,996 34,136
5. City Buildings - - 544 428 3,643 3,099
Total Government-Wide Activities 1,035 542 5,934 5,790 172,382 166,447
Totals $ 1,436 § 1,200 $ 11,960 $ 8,143 § 313,301 $ 301,341

Fiduciary Funds Statements

Fiduciary Funds Statements. The City Employees’ Pension Trust Fund is reported with the Combined
Agency Funds (City Choice Plus and the Employee Health Savings Fund) in the fiduciary funds statements.
The City’s defined benefit plan consists of contributions for general government, uniformed, and former
school employees that had vested rights in the City’s pension plan at the time the school system was
consolidated with the Knox County school system. The following table notes the contribution rates:

Condensed Financial Information
Pension Trust Fund Contribution Rates

Estimated
FY2022 FY2021 FY2023

Contribution Contribution Contribution
Rates Rates Rates
General Government Employees (Closed) 7.35% 7.27% 7.27%
General Government Employees (Open) 8.83% 8.85% 9.05%
Uniformed Employees (Closed) 17.65% 17.52% 17.56%
Uniformed Employees (Open) 12.96% 12.86% 12.96%

The City’s Pension Fund is being funded, as required by the actuary, at 68.86%. The city is currently amor-
tizing the unfunded portion according to an actuarial determined schedule. Beginning in FY18, the unamor-
tized portion of the closed plans began being paid as a direct cost rather than as a percentage of payroll.
For FY22 this amount was $19,411,485 and is estimated at $19,416,754 in FY23. The actuary performed
an experience study for the five years ended July 1, 2021, the results of the study went into effect for July
1, 2022. At the recommendation of this study the amortization of the unfunded liability was reset so that the
plan is to be fully funded in 20 years. For comparison purposes, if everything were expressed as a percent-
age of payroll for the closed plans, it would be 28.88% in FY21 and 29.80% in FY22 for General Government
employees, and 55.74% and 57.94% respectively for Police and Fire employees. In FY2012, the City
shifted all newly hired employees to a hybrid-based pension plan. Lower employer contribution rates for
these individuals offsets a portion of the increased costs in funding the older plans. This has resulted in
fairly level nominal contributions in future years as the contributions listed above for the open plans are
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based on the percentage of payroll and average approximately 8.7% for general government and 12.6%
for uniformed employees.

The largest expected increase in costs is associated with pension expenditures. The City has a defined
benefit system for all employees under varying plans since 1929. In 2012, the Citizens approved the latest
tier for employees hired after January 1, 2013. The new plan (Plan H) is a hybrid plan and is expected to
reduce future costs while still providing a lifetime monthly benefit to the employees. However, the legacy
plans in place are currently underfunded. The Actuarially Determined Contributions (ADC) includes an
amortization of the unfunded liability which is being amortized over a closed 20 year period and currently
has 20 years remaining as of July 1, 2022. As mentioned previously, the actuarial experience study resulted
in some recommended changes in the Plan’s assumptions and the amortization period. Longer life expec-
tancies and investment the lowering of return on investment assumptions contributed to the increase in the
overall pension liability. The investment return assumption for FY22 is 7.25%, but will decrease by.05% for
the next five years until reaching 7.0% in FY28. For the next several years, the amortization of the unfunded
liability will cause the contributions to increase before leveling off.

General Fund Budgetary Highlights

During the year there was $9,195,251 in appropriation changes between the original and final General
Fund’s budget. The following chart provides a snapshot of the changes.

General Fund
Budget Appropriation Changes
For Fiscal Year Ending June 30, 2022

Carry Forward of

Prior Year
Department Encumbrances Other Total Changes
Administration $ 339,741 $ 3,890,520 $ 4,230,261
Finance 32,354 87,344 119,698
Information Systems 22,785 15,000 37,785
Community Development 763,073 7,145 770,218
Public Senice 85,723 233,658 319,381
Engineering 88,971 120,098 209,069
Inspections 74 - 74
Parks and Recreation 45,765 23,732 69,497
Mass Transit - 300,000 300,000
Law 34,198 232,000 266,198
Police 194,526 255,873 450,399
Fire 30,664 - 30,664
Legislative 14,958 0) 14,958
Civil Seniice 12,516 (11,720) 796
Human Resources (169) 1,669 1,500
City Elections - 20,000 20,000
Knoxville Zoo - 13,000 13,000
Agency Grants - 100,000 100,000
Other Non-Departmental - (324,840) (324,840)
Community Action Committee (CAC) - - -
Transfers - 2,566,594 2,566,594
Total General Fund $ 1,665,178 $ 7,530,073 $ 9,195,251
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Approximately 18% of the change in budget amendments are due to the reappropriation of prior year en-
cumbrances ($1,665,178) and are reflected in multiple city departments. The Administration budget in-
crease of ($4,230,261) is to comply with new lease reporting requirements related to GASB 87. The Police
budget increase ($255,873) is primarily related to $150,000 appropriated to support the design of a Real
Time Crime Center to respond to rising gun violence related to the pandemic and $105,00 to fund 12 new
cadet positions in the Knoxville Police Department. The increase in Transfers ($2,566,594) was driven by
a $2,500,000 transfer to offset the initial estimate and final contract price of the Public Safety Complex
capital project.

Capital Asset and Debt Administration

As of June 30, 2022, the primary government had net investment of $631.9 million in capital assets. Build-
ings and Improvements increased by $1.93 million. This increase is due primarily to the completion of roof
repairs at Fire Station #21 and other City-owned facilities ($204K), improvements at the Public Works Com-
plex ($141K) and maintenance at various Fire Stations ($155K). Equipment, furniture, and fixtures in-
creased by $5.58 million. This increase is due primarily to the purchase of hybrid or fully electric buses for
KAT's fleet. Infrastructure increased by $24.57 million resulting from infrastructure projects completed in
FY22 primarily, the Coker Ave Sidewalk Project ($800K), the Jackson Avenue Ramps project ($8.21 mil-
lion), Amherst Road Slope Stabilization Project ($1.01 million), Northwest Greenway Connector Project
($1.13 million), the City’s ongoing Paving Program ($6.53 million), and the City South Improvements Project
($1.86 million). The City has many other ongoing maintenance programs, such as bridge maintenance and
drainage improvements to help preserve the City’s infrastructure. Construction in progress increased by
$55.6 million. The majority of this increase is due to infrastructure improvements as part of the Austin
Homes Redevelopment ($3.44M), work on the new Public Safety Complex ($38.25M), and the Waterfront
Drive redevelopment ($1.21M). For additional information on the capital assets of the City, please refer to
Note 8 of the Notes to Financial Statements.

Capital Assets at Year-End
(Net of Depreciation)

(In $1,000's)
Gowvernmental Business-Type Total Primary
Activities Activities Government
2022 2021 2022 2021 2022 2021

Land and site improvements $ 85150 $ 85,030 $ 768 $ 7,686 $ 92836 $ 92,716
Buildings and improvements 83,161 81,585 233,998 233,647 317,158 315,232
Equipment, furniture & fixtures 138,384 133,003 11,685 11,486 150,069 144,489
Infrastructure 518,903 494,381 31,809 31,762 550,712 526,143
Construction in progress 83,892 38,800 - 6 83,892 38,806
Less accumulated depreciation (417,091) (391,365) (145,652) (138,290) (562,743) (529,655)
Totals $ 492,399 $ 441,434 $ 139,525 $ 146,297 $ 631,925 $ 587,731

The following table reconciles the change in capital assets. Included in this table are the total activities for
both the government and business-type activities of the total primary government.
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Change in Capital Assets

(In $1,000's)
Governmental Business-Type Total Primary
Activities Activities Government
2022 2021 2022 2021 2022 2021

Beginning balance $ 827,285 $ 791,070 $ 284,587 $ 282,244 $ 1,111,872 $ 1,073,314
Additions 120,136 49,101 597 3,187 120,733 52,288
Deletions (37,931) (7,372) (6) (845) (37,937) (8,217)
Balance before depreciation 909,490 832,799 285,177 284,586 T 1,194,668 T 1,117,385
Accumulated depreciation (417,091) (391,365) (145,652) (138,290) (562,743) (529,655)
Balance after depreciation $ 492,399 $ 441,434 $ 139,525 $ 146,296 $ 631,924 §$ 587,730

As of the year-end, the City’s Total Primary Government had $180.7 million in general obligation and note
debt outstanding.

Outstanding Debt at Year - End

(In $1,000's)
Governmental Business-Type Total
Activities Activities Primary Government
2022 2021 2022 2021 2022 2021
Current - Due in 1 year:
General Obligation Bonds 7,575 $ 6,130 5900 $ 5375 § 13,475 $ 11,505
Non Current - Due in more than 1 year:
General Obligation Bonds 95,120 85,995 69,700 75,600 164,820 161,595
Section 108 Loan 2,390 2,560 - 2,390 2,560
Total Non Current 97,510 88,555 69,700 75,600 167,210 164,155
Subtotal 105,085 94,685 75,600 80,975 180,685 175,660
Unamortized Premiums, Discounts
and Gain on Refunding 17,931 17,411 2,235 2,354 20,166 19,765
Total Long Term Debt $ 123,016 $ 112,096 $ 77,835 § 83,329 $ 200,851 $ 195,425

Ratings on the City’s General Obligation Bonded debt are depicted below and it is noteworthy that Stand-
ard & Poor’s upgraded the City’s rating from AA+ in FY 21 to AAA in FY 22

For additional information on the long-term debt of the City, please refer to Note 10 of the Notes to Financial
Statements.

2022 2021
Moody's Investors Senice Aa1 Aa1l
Standard & Poor's AAA AA+
Fitch Ratings AAA AAA

Economic Factors

In FY 2022, the City was well on its way to fully recovering from the effects of the pandemic and this rebound
continues Federal and State virus relief efforts assisted in this effort and the continued growth of sales taxes
were important as well. While some economists predict a post pandemic recession across much of the
nation, the City of Knoxville is somewhat insulated from such effects as Knoxville is not a boom or bust City.
Specifically, revenues only marginally affected by the pandemic and the overall financial status remains
optimistic. This is due to many factors such as major new developments in the city, the rebound of the tour-
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ism industry (hotels and restaurants), the creation of more housing, improvement in entertainment venues
within the city, and a steady influx of people (primarily young adults ages 20-44) from other states.

As with most local governments, the largest source of revenue for the City is taxes. This category repre-
sents $225 million or 87.49% of the total operating revenue to the General Fund. The largest amount comes
from property taxes. Property taxes are divided among real property, personal property, and public utilities.
The growth rate for assessed value on real estate has generally been relatively moderate, a trend that is
expected to continue. In FY2022 the taxable value of real property increased by 0.40% and the overall tax
roll increased by 0.32%. Under Tennessee law, cities are not able to benefit from reappraisals and must
adopt a “certified tax rate” which eliminates this impact. Going forward we forecast slight growth in this
source as persons continue to move to the greater Knoxville area from other states. We expect limited to
no growth in the valuation of Public Utility property. Historically, the city has collected an average of 95.68%
of property taxes. The trend has, in recent years, been upward due to better economic conditions and
enhanced collection efforts. The trend in personal property has been more volatile but has trended upward
in the recent past.

Local option sales tax revenues represent approximately $56.94 million or 22.13% of total General Fund
revenues. This source, in both Tennessee and the greater Knoxville area, came in much higher than antic-
ipated for FY2022. Growth in local option sales tax revenue in FY2022 increased by 14.73%, or approxi-
mately $7 million when compared to FY2021. Going forward we forecast that the growth will slow a bit to
approximately 5%.

The third largest revenue category of the General Fund is intergovernmental revenue, and accounts for
$28.6 million or 11.10% of total revenue. When compared to FY2021 this represents a decrease of ap-
proximately $5.27 million or 15.58%. Part of this decrease resulted because the Hall income tax for the
State of Tennessee (a tax on investments) was phased out at the end of FY 2021 and thus the City re-
ceived no revenue from this source in FY 2022. Specifically, the elimination of the Hall Income Tax caused
a decrease in revenue of $2.167 million.

Other revenue sources include fines and forfeitures and miscellaneous revenue items remain constant.
Charges for Services was flat to FY2021.

In summary, the revenue picture is relatively good in most areas. Revenues are expected to maintain mod-
est growth levels. The largest concerns on the expenditure side of the ledger remain salary, benefit, and
pension costs.

Fund balance grew due to the federal and state Covid-19 support, effective management of expenditures
and conservative forecasting of revenues.

An expected increase in costs is associated with pension expenditures. The City has a defined benefit
system for all employees under varying plans since 1929. In 2012, the Citizens approved the latest tier for
employees hired after January 1, 2013. The new plan (Plan H) is a hybrid plan and is expected to reduce
future costs while still providing a lifetime monthly benefit to the employees. However, the legacy plans in
place are currently underfunded. The Actuarially Determined Contributions (ADC) includes an amortization
of the unfunded liability which is being amortized over a closed 20 year period and currently has 20 years
remaining as of July 1, 2022. The remaining years of the amortization period increased by 3 years because,
following the example of the State of Tennessee, the City decided to lower the Pension “discount rate or
return on investment forecast” by 50 basis points over the next five years which will, of course, increase the
amount of unfunded pension liability payments before these contributions level off.

Salaries and related costs are expected to continue to rise. The City has a longstanding ordinance which
mandates a two and one half percent (2 1/2%) annual increase in salaries. This requirement typically results
in increased costs. The City has maintained staffing levels at a fairly consistent level over the past years
and recently increased the property sales tax amount to fully fund the results of a compensation plan to in-
crease pay for employees in order to attract and retain top quality employees. The primary benefit costs
are pension and health care. The City has experienced premium increases in recent years, but has man-
aged to absorb these increases with no changes in rates. There is no expectation that this can continue
into the future. The City makes a concerted effort, through plan design changes and a focus on wellness,
to contain health care costs. This focus has enabled the City to hold increases below national averages.
The City operates a self-insurance plan and believes that it has adequate reserves to deal with any extraor-
dinary costs.

-21 -



Furthermore, the performance of the Convention Center has improved over the past several years, lowering
the expected operating loss on the facility. The downtown area also continues to thrive and should continue
to grow in the future. Many family oriented programs are offered in the area known as Market Square and
its adjoining Gay Street which bring visitors into the downtown area from the surrounding counties. The
area normally bustles with many entertainment offerings and numerous restaurants.

FINANCIAL CONTACT

The City’s financial statements are designed to present users (citizens, taxpayers, customers, investors,
and creditors) with a general overview of the City’s finances and to demonstrate the City’s accountability.
If you have questions about the report or need additional financial information, please contact the City’s
Chief Financial Officer at 400 Main Avenue, Knoxville, Tennessee 37901.
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CITY OF KNOXVILLE, TENNESSEE

STATEMENT OF NET POSITION
JUNE 30, 2022

Combined
Primary Government Discretely
Total Presented Total
Governmental Business-type Primary Component Reporting
Activities Activities Government Units Unit
Assets
Cash and cash equivalents $ 32,271,172 $ 13,239,039 $ 45510211 § 193,186,961 $ 238,697,172
Investments 435,008,064 75,790,221 510,798,285 136,743,160 647,541,445
Receivables (net of allowance for uncollectibles):
Accounts 8,398,579 3,292,307 11,690,886 113,051,611 124,742,497
Taxes 182,520,299 - 182,520,299 - 182,520,299
Notes and leases 21,873,164 - 21,873,164 - 21,873,164
TVA conservation program - - - 575,535 575,535
Other - - - 1,250,187 1,250,187
Internal balances 9,536,772 (9,536,772) - - -
Due from component units 11,948,352 - 11,948,352 - 11,948,352
Current portion of lease receivable - - - 723,323 723,323
Inventories 2,820,232 133,640 2,953,872 20,648,678 23,602,550
Prepaid items - 140,991 140,991 11,625,280 11,766,271
Equity interest in joint venture 1,517,007 264,335 1,781,342 - 1,781,342
Deferred charges - - - 861,716 861,716
Restricted assets:
Temporarily restricted:
Bond funds - - - 50,897,783 50,897,783
Receivables - - - 696,732 696,732
Other - - - 1,515 1,515
Net pension asset - - - 64,137,714 64,137,714
Long-term lease receivable - - - 12,594,569 12,594,569
Other assets - - - 14,601,022 14,601,022
Intagible assets:
Intangible right of use lease asset 3,020,698 - 3,020,698 4,587,687 7,608,385
Less accumulated amortization (335,633) - (335,633) (689,074) (1,024,707)
Capital assets:
Land and site improvements 85,150,233 7,686,303 92,836,536 289,128,473 381,965,009
Buildings and improvements 83,160,633 233,997,612 317,158,245 216,416,821 533,575,066
Utility plant in service - - - 3,149,275,765 3,149,275,765
Equipment, furniture and fixtures 138,384,173 11,684,959 150,069,132 94,351,958 244,421,090
Infrastructure and site improvements 518,902,856 31,809,032 550,711,888 557,914 551,269,802
Construction in progress 83,892,247 - 83,892,247 184,497,784 268,390,031
Less accumulated depreciation (417,090,959) (145,652,114) (562,743,073) (1,356,850,256) (1,919,593,329)
Total assets 1,200,977,889 222,849,553 1,423,827,442 3,204,171,001 4,627,998,443
Deferred outflows of resources
Pensions 37,668,769 - 37,668,769 7,842,910 45,511,679
Other postemployment benefits 4,417,714 - 4,417,714 5,209,694 9,627,408
Unamortized bond refunding - - - 14,687,019 14,687,019
Total deferred outflows of resources 42,086,483 - 42,086,483 27,739,623 69,826,106
Liabilities
Accounts payable 18,480,590 2,402,290 20,882,880 101,887,657 122,770,537
Matured principal and interest on bonds - - - 12,731,785 12,731,785
Accrued liabilities 5,717,328 676,256 6,393,584 33,070,640 39,464,224
Due to primary government - - - 11,948,352 11,948,352
Due to other governmental agencies 526,371 - 526,371 - 526,371
Customer deposits, plus accrued interest 829,898 252,047 1,081,945 23,259,401 24,341,346
Accrued interest 1,333,903 370,265 1,704,168 58,720 1,762,888
Unearned revenue - 190,651 190,651 - 190,651
Noncurrent liabilities due within one year:
Lease liability 269,919 - 269,919 844,904 1,114,823
Long-term debt due within one year 8,724,669 6,127,731 14,852,400 42,765,000 57,617,400
Other noncurrent liabilities due within one year 12,040,971 6,981 12,047,952 114,402,894 126,450,846
Noncurrent liabilities due in more than one year:
Lease liability 2,476,285 - 2,476,285 3,215,556 5,691,841
Long-term debt due in more than one year 114,291,106 71,707,538 185,998,644 1,039,400,000 1,225,398,644
Other noncurrent liabilities due in more than one year 19,149,307 - 19,149,307 26,487,668 45,636,975
Net pension liability 139,255,037 - 139,255,037 - 139,255,037
Other postemployment benefits liability 18,510,370 - 18,510,370 11,202,507 29,712,877
Total liabilities 341,605,754 81,733,759 423,339,513 1,421,275,084 1,844,614,597
Deferred inflows of resources
Pensions 47,919,041 - 47,919,041 39,528,961 87,448,002
Lease inflow - - - 13,125,299 13,125,299
Other postemployment benefits 130,353 - 130,353 - 130,353
Deferred revenue 15,706,561 - 15,706,561 - 15,706,561
Bond refunding gain 1,316,703 196,270 1,512,973 - 1,512,973
Unamortized bond refunding costs - - - 1,531,357 1,531,357
Assessed and unlevied property taxes 171,665,549 - 171,665,549 550,592 172,216,141
Total deferred inflows of resources 236,738,207 196,270 236,934,477 54,736,209 291,670,686
Net position
Net investment in capital assets 371,712,269 61,690,523 433,402,792 1,393,425,469 1,826,828,261
Restricted for:
Debt service - - - 22,341,750 22,341,750
Park maintenance:
Nonexpendable 624,063 - 624,063 - 624,063
Expendable 383,125 - 383,125 - 383,125
Community development 2,929,811 - 2,929,811 - 2,929,811
Streets 4,314,836 - 4,314,836 - 4,314,836
Solid waste 4,486,126 - 4,486,126 - 4,486,126
Miscellaneous special revenue 5,534,101 - 5,534,101 - 5,534,101
Other - - - 16,522,496 16,522,496
Unrestricted 274,736,080 79,229,001 353,965,081 323,609,616 677,574,697
Total net position $ 664,720,411 $ 140,919,524 § 805,639,935 $ 1,755,899,331 $  2,561,539,266

The accompanying notes are an integral part of the financial statements.
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CITY OF KNOXVILLE, TENNESSEE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2022

Program Revenues

Charges for

Operating Grants

Capital Grants

Functions/Programs Expenses Services and Contributions and Contributions
Primary government

Governmental activities:
General Government $ 47,471,319 $ 1,245515 $ 943,355 $ -
Public Safety 99,879,895 6,235,434 236,896 491,338
Physical Environment 56,688,968 2,748,199 - 3,474,796
Transportation 3,373,400 406,394 - -
Economic Development 16,885,584 4,969 7,472,535 2,989,108
Parks & Recreation 13,285,219 583,151 - -
Health & Sanitation 10,571,264 60,846 - 81,713
Interest on long-term debt 4,316,928 - - -
Total governmental activities 252,472,577 11,284,508 8,652,786 7,036,955

Business-type activities:
Metro Parking 4,220,022 3,709,009 - -
Public Assembly Facilities 8,788,830 4,850,085 - -
Knoxville Convention Center 17,012,360 4,703,685 1,500,000 -
Municipal Golf Courses 1,676,331 1,569,171 - -
Total business-type activities 31,697,543 14,831,950 1,500,000 -
Total primary government $ 284,170,120 $ 26,116,458 $ 10,152,786 $ 7,036,955
Combined discretely presented component units $ 914,275,726 $ 953,683,392 $ 6,245,374 $ 69,846,028

General revenues:

Property taxes

Intergovernmental revenue, unrestricted

Admissions tax

Hotel/motel tax

Excise tax

Alcoholic beverage tax

Business tax

Cable television franchise tax

Other unrestricted revenue

Unrestricted investment earnings

Gain on disposal of capital assets
Transfers

Total general revenues and transfers

Change in net position

Net position - beginning of year, as restated
Net position - end of year

The accompanying notes are an integral part of the financial statements.
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Net (Expense) Revenue and Changes in Net Position

Combined
Primary Government Discretely Total
Governmental Busine