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Distinguished Budget Presentation Award

P

GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

Nashville/Davidson County Metropolitan Government

Tennessee

Forthe Fiscal Year Beginning

July 1, 2006

President

Executive Director

The Government Finance Officers Association of the United States and Canada (GFOA) pre-
sented a Distinguished Budget Presentation Award to the Metropolitan Government of
Nashville and Davidson County, Tennessee for its annual budget for the fiscal year July 1,
2006 to June 30, 2007 (FY 2006-07).

In order to receive this award, a governmental unit must publish a budget document that
meets program criteria as a policy document, as an operations guide, as a financial plan,
and as a communications device.

The award is valid for a period of one year only. We believe our current budget continues
to conform to program requirements, and we are submitting it to GFOA to determine its
eligibility for another award.

The GFOA is the leading association for government finance professionals in North America.
We first received the award for the fiscal year 1991-1992 book, and we have received it
every year since. This year’'s was given for our FY 2007 Operating Budget book. GFOA'’s
Distinguished Budget Presentation Awards Program is the only national awards program in
governmental budgeting. The government also holds GFOA's Certificate of Achievement for
Excellence in Financial Reporting for our Comprehensive Annual Financial Report.
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How to Use this Book

Format and Organization

As the previous Table of Contents demonstrates, this book
divides budget information into different sections, each
with its own series of page numbers.

Section A is this Executive Summary of the budget,
followed by supplemental information about Metro, its
organization, finances, and budget.

Sections B-H present more descriptive operational and
budget information about each agency (department,
board, commission, or elected office). These agencies are
grouped by function into each section.

Information is presented differently for the program
budgets of the Results Matter departments than it is for
other departments. The next few pages will review the
format of traditional departments and Results Matter
program-based-budget departments.

A CD affixed to the inside back cover contains various
appendices of historical, statistical, and explanatory
information that will help you understand the budget.

Traditional Agency Layout

1. The department begins with a table

Raxes as proviged Dy law.

Budget
Summary | gunenditures and Transfers:
GSD Ganeral Fund
Total Expenditures and Transfers
Revenues and Transfers:
Program Revenue
Charges, Commissians, and Fees
Other Governments and Agencies
Other Program Revenue
Total Program Revenue
Mon-Program Revenue
Transfers From Other Funds and Units
Total Revenues

Positions | Total Budgeted Positions

Contacts County Clerk: John Arriola
Financial Manager: Tami Drake

Howard Office Building 37210

Organizational Structure

18 County Clerk—-At a Glance

2005-06 2006-07 2007-08
54,452 500 $4,655 400 £5,378,500
54,452,500 $4,655,400 5,378,500
54,000,000 $4,250,000 $4,500,000
o o a
a a a
54,000,000 4,250,000 4,500,000
1,500 100 100
i a a

54,001,500

$4,250,100

email: john_arricla@nashville.gov
email: tami.drzke@nashville.gov

County Clerk

Phone: B62-6254 ext 77150

$4,500,100

| .curr..:.sn ative| | o nace Tax

it

Mator Vehide

Marriage &
Notary

Taxpayer
Services

4. The overview describes the activities
of each major agency unit listed in the

organization chart. The headings tie back

to the organization chart. Graphs and
photographs highlight certain activities.

Mission To collect certain State privilege license fees as well as other State and Local revenues, fees, commissians, an,

Budget Highlights FY 2008

= Merchant Fees
+ New Ernission Sile Positions

 Property Protec
» Rent-One Stap
» Printing & Bind
Office Supplies

ounty Clerk—At a Glance

ar;
Facilties Maintenance & Security
Charge

Shared Business Offics

Surplus Proper
Internal Audit Charge

Tatal

Overview

that summarizes the agency’s mission,
financial budget for all of its annually-
budgeted funds, and top management
contacts who can explain the budget.

/\

2. The organization chart shows major
agency units (divisions, bureaus, etc.)
and how they report to the agency’s
top-level elected official, board, or
manager.

7

3. Budget highlights
summarize changes

between the FY 2007
and FY 2008 budgets.

k licerses, collects Franchise Fees, issuas licenses
brakers and athers.

ew Emission Sites far p

Sites

MOTOR VEHICLE

The Mator Vehicle
vehicle f

(8,200 i b o ghy
{200} the Clerk’s main of d et five branch offices
(82400} MARRIAGE & NOTARY

The Marriage & Notary Division issues Notary Public
commissions, Marriage Licenses and collects related fees.

Call Cant

TAXPAYER SERVICES

The Taxpayer Services
for taxpayers and acts
Beautfication Division an

provides troubleshoating
Betwaen the Matro
olice Department

HOTEL/MOTEL TAX

The Hotel/Matel Tax Division collects Hotel/Matel
Dccupancy Taxes.

ADMINISTRATIVE STAFF

s
the various d

1 provides administrative
5.

T s - 2ol [ i0ar) i

3| s s [ @BST2s  oic053 | « 17132
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How to Use this Book

Traditional Agency Layout

Objectives

Performance Measures

18 County Clerk-Performance

FY 2006
Budget

FY 2006
Actuals

FY 2007
Budget

FY 2008
Budget

BUSINESS TAX

1. Collect business gross a.

Business licenses issued -
(=)

receipts tax and licensing 26,395
fees b. Business licanses issued -
= 20,823
<. Liquor by the drink licenses
s 425
4. Whalesale Beer & Liquar
tax paid monthly 12
&. Pawnbrokers' licenses, &
ather miscellaneous
licenses issued 175
MOTOR VEHICLE
1. Collect State and Local a. Vehicle registration 575,000 576,314
motor vehicle fees & taxes b, Metro regulatory decal
and process all related {regular and commercial) 440,000 460,946

575,000

450,000

documents €. Dealer
lieenses

MARRIAGE AND NOTARY
1. Issue marriage licenses and a. Marriag)

notary public commissions . Motary

Issued

HOTEL/MOTEL TAX
1. Callect hotel and motel 5. Hatels
teves b. Averag
{per ol

18 County Clerk-Financial

GSD General Fund

OPERATING EXPENSES:
Personal Services

OTHER SERVICES:

Utilities

Professional and Purchased Services
Travel, Tuition, &nd Dues
Communications

Repairs and Maintenance Services

FY 2006
Actuals

5. Performance information \
measures achievement of

objectives for each significant
activity or service from FY 2006

to FY 2008. The information is
organized by units on the
organization chart. The data
usually measure workloads, not

/onmplishment of results. /

6. Financial schedules describe
the department’s expenditures
and revenues. One page covers
each of three types of funds that
the agency may operate in:
*The GSD General Fund

eThe USD General Fund
eSpecial-Purpose funds, with the
combined total of annually-

time-equivalent (FTE)

class number and pay
each.

7. The end of the financial \

information presents the
budgeted headcount and full-

information by fund and
classification, along with the

Intemal Service Fees 622,600 . A
budgeted enterprise, internal
TOTAL OTHER SERVICES 864,900 ~ .
service, special revenue, and
Other Expense 83,600 . .
Pension, Annuity, Debt, & Other Costs o o similar funds.
Special Projects o o
Equipment, Bulldings & Land o o
TOTAL OPERATING EXPENSE 4,492,500 4,356,097 4,65 Money in these fund types is not
TRANSFERS TO OTHER FUNDS & UNITS o o necessarily interchangeable; you
TOTAL EXPENSE AND TRANSFERS 4,492,500 4,356,097 4,65 CannOt Spend money In One fund
T T TS for the financial activities of
Charges, Commissions, & Fees 3,485,530 4,29 anOIher fund "
Other Governments & Agencies .
Federai Direct o o Expenditures are grouped by
Fed Through State Pass-Through o o - .
o Thiough Othes - Proa Thmugh ] 2 object of expenditure. Revenues
GOther Government Agencies o 0 are grouped into program and
Subtotal Der Govermments & Agencies 0 [ non-program revenues
Gther Program Revenue 0 0 associated with the department.
These revenue and expenditure
TOTAL PROGRAM REVENUE 4,000,000 3,485,530 4,251 Object groups are defined at the
NOMN-PROGRAM REVEMUE: 5 .
Property Taxes a a end of this section.
Local Option Sales Tax o o
Other Tax, Licenses, & Permits 1,500 770
Fines, Forfeits, & Penalties o o
Compensation From Property 4] o
TOTAL NON-PROGRAM REVELL 1.500 I0 100 100
Transfers From Other Fund:
TOTAL REVENUE AND TRANS 18 County Clerk-Financial
FY 2006 FY 2007 FY 2008
Class Grade Bud. Pos, Bud. FTE Bud. Pos, Bud. FTE Bud, Pos. Bud, FTE
GSD General 10101
Admin Asst - County Clerk 07604 1 1 1.00 1 1.00
Admin Sves OMicer 2 07243 SROS00 1 1 1.00 1 1.00
Business Tax Dir-County Clerk 07216 1 1 1.00 1 100
Chief Dpty Clerk-County Clerk 07077 1 1 1.00 1 100
County Ct Clerk 01336 1 1 1.00 1 100
Deputy Clerk 1 06787 8 8 8.00 8 a.00
Deputy Clerk 2 DE7EE 11 11 11.00 11 11.00
puty Clerk 3 20 20 20.00 0 2000
Deputy Clerk 4 10 10 10.00 16 16.00
Deputy Clerk 5 1 1 1.00 1 100
Deputy Clerk 6 2 2 2.00 2 200
position Dir Of Taxpayer Svce 1 1 1.00 1 1.00
License Inspector 1 10 10 10.00 1 10.00
Moter Vehicle Dealer Dir 1 1 1.00 1 1.00
Seasonal/Part-time/Temporary 10 10 10.00 13 13.00
gl"ade Of Total Positions & FTE 79 79 79.00 88 88.00
/ Department Tolals 79 79.00 79 79.00 38 88.00
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How to Use this Book

Results Matter Agency Layout

Results Matter (RM) agencies’ budgets have been
reorganized into program budgets that directly link to the
agencies’ strategic business plans. Those agencies’
budget book pages have been formatted to emphasize
their strategic business plans, lines of business, programs,
and results for customers, and to link dollars to results at
the program level.

Accountability is demonstrated by being willing and able to
tell taxpayers what they are getting for their money in
terms of results.

Products are countable deliverables that a customer
receives from the agency. They are things customers
receive, not processes the agency does.

Programs are groups of products with a common purpose
or result.

Lines of business are groups of programs with a
common purpose that produce key results for citizens.

The agency’s mission is a clear, concise purpose for the
entire agency, focusing on the broad yet distinct results
that it will achieve for its customers.

Strategic goals describe the significant results to be
achieved by the agency over the next few years.

Results are the benefit or impact that the customer and
citizen experiences as a result of receiving the
department’s products or deliverables. Results promote
accountability.

39 Library—At a Glance

Budget 2005-06 2006-07 2007-08
Summary | pypenditures and Tramsfers:
GSD General Fund 20,440,900 421,248,400 420,577,200
Special Purpose Fund 133 1,305,100 :
Total Expenditures and Transfers §22,272,033 *f
Revenues and Transters:
Progeam Revenue
Charges, Commissions, and Fees $ 651,500 $ 647,800 5 617,00
Other Governments and Agencies 378,200 269,200 287,3
Other Frogram Revenue 210,000 1,020,100 1,183,600
Total Program Revenue 51,239,700 51,946,100 52,087,500
Non-pragram Revenue 0 o 0
Transfers From Other Funds nd Units 0 6,800 2000
Total Revenues 51239700 $1,952,000 52,089,000
Positions | Total Budgeted Positans 361 382 342
Contacts

Director of Public Library: Denna Hicely email: donna.nicety@nashvilie.gov
Administrative St Manager: Chase Adams  email e.adamsiinashvilie.gov

Phone: B52-5760  FAX: 862-5771

the upper-right corner of each page.

.l"l“““s <\|¥1 RM departments display the logo on

\/Z.fThe department begins with a table that
summarizes the agency’s financial budget for all
of its annually budgeted funds, location, and top

managers who can explain the budget.

Lines of Business and Program

Reference Information Library Customer Technical Suppor!

Library Customer Technical Support

Administrative
lacated Financial Transaction:

Library Materials
Local Histary and Special Collections
Hands-On Reference ac
Library Check-out Hu

at Mission
Engaging the Reader Financs
t
Equal Access gemen
Equal Access i ltect
Execubive Leader Goals

Education and Outreach
Publi

Computer Litsracy
Ie's Your Library

Town Square
Town Square

3. Instead of an organization
chart, the bottom of the page
presents the agency’s lines of
business (in bold) and
programs.

led Budger

7

4. The department’s
mission and goals are
articulated.

39 Library—At a Glance

The miggion of the Nashville Public Library is to provide information, programs, and referance assistance
products to individusls, families, 2nd the larger community so they can enjoy the benefits of reading and life-
leng learming,

Information Explosion

By 2008, citizens of Nashville will experience a significant improvement in the quality and relevance of the
library's collections to mest their information needs, as evidenced by:

. ase in circulabion

eas ctronic resource Uses

crease in on-site use of library materials

Digital Divide

By 2008, citizens of Nashville will have greater access to free computers 23 well as expanded cpportunities
for leaming broad-based computer applications and electronic resources, as evidenced by
3% increase @ of on-site compuler seggiang (benchmark year - D304

. 1 s # of computer-related classes
+  Pescentage increase # of remate (virtual) visits

Pre-School Literacy

By 2008, NFL will design and implement developmentally appropriate programs and training to support
individuals, families and community agencies in order to help increase the pre-scheol literacy rate and ensure
that the children of Neshville enter kindergarten ready to leam, as evidenced by

3% increase in developmentally appropriate programs

2% increase in attendance at

1% increase of lraining sessions

programs.

borhood Services & Programs

By 2008, Nashville's neighborhoads will experience Nashville Public Library as a primary rasource for
responsive services and programs targeted te meet their specfic educational and cultural needs, as
evidenced by

. B8 in neighborhood programs in Spanish

borhood programs for adults & seniors
mesting spaces are utilized

Efficiency

will experience timely acress bo free information and materials, ss evidenced by
culation

olders receiving aveilable™ meterial within 48 hours

= 100% incresse in self-check terminal activity

By 2008, more Nashv,
. 2% inc

*available-meaning on the shell 2t the time the item wes requested

NOTE: The Strategic Goals of the Library Department are pending.

worve_nashville.gav

Mebropalitzn Nashville | Davidson County FY 2006 Recommended Budget G-2
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How to Use this Book

Results Matter Agency Layout

5.. The department’s highlights are
presented on a program basis. Changes in
funding and in FTEs are noted, along with the

39 Library-At a Glance Resulis
Matter

Budget Change and Result Highlights FY 2008

e e impact of that funding change on
Surplus Property Charge $ 1,200 Handling and disposition of surplus property performance . If a department has had ItS

Internal Audit Charge 12,700 Delivery of internal audit functions including audit
aduisory, finandal control,
services

data evaluated by Performance Measure
Incraass In Spacisl Parpess Fusds T Certification, those results are listed here as

Toma s503,400 well.
(17.91) FTE

e I

... a narrative

6. Each program =i - describing the
is listed in the 39 Library-At a Glance Results change in the
budget pages. Matter program for

EVery program has Library Check-out Program Results Narrative %/k FYO08...
a statement of The purposs of the Library Check-out Frogram s
p culs! ater ©

o L. Proposed Change in Fu::]mg: $0
purpose — a “mini-

ceive materials requested in a reasonable

hders Proposed Change in FT)
mission” ....

Program Budgel & Performance Summary 2006 2008 2007

Budget Actual Budget

Program Budget: GsD Ge! $4,930,395 4,857,398 45,065,800

FTEs: Ges L 121.82 X 12282

Results ... and a table
Parcantage of cardholders wi ble materizle - . ; . )

requested in & reasonable timeafran 78} ke 3% 4% 2% “%

that presents
the budget, full-
time equivalent
(FTE) positions
by fund type
(GSD General,
USD General,
and other

This presentation is designed to consistently present budgetary and
performance information in a format that is easy for the eye to scan. For
example, the FYO7 first half column is primarily for performance
information; first half FYO7 financial information is not meaningful and
therefore not presented.

L Many departments have had strategic plans, and the accompanying 2008 Special PUrpose
measures, for several years; as a result, they have significant p pe
- . Funds), and its
performance information to present. Other departments are new and are 5,794 kev result
gathering baseline information in FYO8. For a list of when agencies began e mgasure
presenting a program-based budget, please see the “Results Matter” :5;5 .
section of the executive summary. 4,870 __ __
11,477 482,600 482,600
. . '9,865 1,635,100 1,968,200
Most agencies report some actual performance data for the first half of e v o
FYO7. Some are not reported because data was not collected, or the P
measure is an annual measure and the fiscal year is not complete, or for . g g
other reasons. 7490 0 0
a9 9,979 21,248,400 20,577,200
Farcantape of people involved with or experiencing o o o
hearing disabili ho receive sccess to Deaf and Hard . .
- agrams 1 e s 0,970 21,248,400 20,577,200
8. The end of the financial information presents hon Cosnty Y 2008 Recomimansed g =7
the budgeted headcount and full-time-equivalent G i
(FTE) position information by fund and Federal reet 0 0 0 0
classification, along with the class number and el Tareuoh b - Boon Threagh 5 & p b
pay grade of each. This is presented identically other Govamment Ageniiss a a o o
. Subtotal Other Governments & Agencies Q Q [ o
for all departments
1ue [ 755 0 0
39 LiIJrary—FinanciaI nesl]ns EVENUE 651,500 705,936 647,600 617,000
Matter venuE:
FY 2006 FY 2007 FY 2008 ax u_ u_ 9 9
Llass Grade  Bud Pos. Bud FTE Bud Pos. Bud FTF Gud Pos. Bud FTE & Permits § § a a
GSD General 10101 n:r':::rty u u E E
Admin Asst 07241 SROS00 z z.00 2 2
Admin Svecs Officer 1 02660 SROGD0 1 1.00 L) o 2AM REVENUE o o o
Agmin Sves Officer 2 07243 SROBOO 1 1.00 1 1
Admin Sves Officer 3 07244 SR1000 4 4.00 4 4 R o o o
Admin Svcs Officer 4 07245 SR1200 1 100 1 1
Archives Asst 1 07763 SRO400 4 216 4 3 i5 TRANSFE RS G 647,800 817,000
Archives Asst 2 07764 SROS00 2 2.00 2 2
Archives Asst 3 07765 SROE00 1 1.00 1 1 T i . .
Archivist ) 06802 SR1200 1w : 1 sepsiten 7. Financial pages are presented the
Bidg Maint Mechenic 02220 TGOG00 1 100 1 1
Bidg Maint Supt 00842 TS1300 1 1.00 1 1 same way for all departments_
Bidg Maint Supv 07256 TS1100 1 1.00 1 1
EBidg Maint Worker 07257 TGO400 2 2.00 2 2
Circulation Asst 1 02900 SRO400 7 2405 36 33.05 36
Circulation Asst 2 07767 SROS00 38 37.50 29 28.50 29
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How to Use this Book

How to Read Budget Book Financial Schedules
(Revenue and Expenditure Object Groups)

The Chart of Accounts

The budget is organized according to Metro's chart of
accounts — the financial accounting and coding structure
used in both the budget ordinance and this book. The
chart of accounts is composed of funds, business units
(BUs), and object accounts.

Funds are accounting entities with their own assets,
liabilities, equity, revenues, and expenditures, for certain
specific activities or to accomplish definite objectives.
Funds may involve many agencies. Legal requirements or
financial policies usually restrict our ability to move money
between funds, so we cannot necessarily replace or fund
operations in one fund with money from another fund.
Likewise, in special purpose funds, we often cannot move
money from one department to another.

Each fund is made up of one or more business units
(BUs). BUs are the lowest levels at which we manage
and/or report separate financial data; they represent an
organizational unit, program, or activity within an agency
and fund. A fund may have many BUs but each BU is
associated with only one fund. BUs can also be grouped
by agency. In Results Matter agencies, related BUs also
form programs and lines of business that may cross
funds.

Object accounts represent individual types and sources
of revenues or uses of expenditures.

The Finance Department maintains detailed financial
information by fund, business unit, and object account.
However, this book presents the budget at a more
understandable level by agency, fund (or groups of minor
funds), and object group.

Changes in Presentation

Changes in reporting requirements have caused many
Transfers to Component Units (certain Metro agencies) to
be now classified as Other Expenses. In FY 2005, the
Finance Department split the General Government Grants
Fund into individual departmental grants funds; these
were and are classified as special purpose (specifically,
special revenue) funds.

How to Read the Financial Pages

Each agency’s financial page presents a summary of
revenues and expenditures for the department’s
operations in one of three fund types:

e The GSD General Fund,

e The USD General Fund, and

e Special-Purpose funds (the combined total of
annually-budgeted enterprise, internal service,
special revenue, and similar funds, although that
money may not be interchangeable).

The top half of the page presents uses of money —
expenses, expenditures, and transfers to other funds and
component units of the government. The bottom half
presents sources of money — revenues and transfers from
other funds.

The difference between total expenditures and program
revenues indicates how much the agency’s programs
depend on public money.

The remainder of this page, and all of the next, describe in
order what is represented by the rows of the expenditure
and revenue financial tables.

OPERATING EXPENSE

PERSONAL SERVICES — Salaries and wages (regular,
holiday injured on duty, leave, longevity, shift differential,
and out of class pay, open range increases, overtime,
perfect attendance), fringe benefits (auto allowance,
dental, group health, group life, social security, pension,
FSA pre-tax savings), and per diem & other fees
(instructors, court reporter, game official, jury pay,
legislative delegate, other per diem fees, poll workers,
witness fees)

OTHER SERVICES:
Utilities — Electricity, gas, water, cable television

Professional and Purchased Services — Accounting,
appraisals, architectural, auditing, demolition, dialysis,
engineering, facilities management, investigators,
laboratory, landscaping, legal, management and software
consultants, project administration and management,
subcontractors, administrative services, archiving, billing,
bottled water, care of persons and animals, chipper
service, collections, disposal, recycling, flight service, food
preparation, grounds maintenance, hazardous waste
disposal, health services, internet services, interpreters,
janitorial, laundry, meter reading, other purchased
services, personal contract service, pest control, property
protection, recycling, sweeping, & towing

Travel, Tuition, and Dues — Local and out-of-town travel,
parking, memberships, registration, & tuition

Communications — Pagers, postage and delivery,
telephones, & subscriptions

Printing — Binding, printing, advertising, & promotion

Repairs & Maintenance Services — Repairs to and
maintenance of vehicles, buildings, computers, office
equipment, roads & streets, electrical, mechanical &
plumbing systems, and other items

Internal Service Fees — Payments to Metro internal service
funds for printing, facilities project management,
information systems, motor pool, postal service, radio
shop, treasury management

OTHER EXPENSE —

Supplies and materials (various parts and supplies, fuel,
books, clothing, computer hardware & software, food &
ice, furniture, paint, repair & maintenance parts &
supplies, signs, uniforms), miscellaneous other expenses &
payments (bad debt, council reimbursements, court costs,
damages & small claims, parking violation fees, refund
errors), fixed charges (bank fees, deferred compensation
payments, finance charges, fixed charges, insurance,
interest expense, investment fees, rent, surety bonds),
licenses, permits, & fees (alarm permits, auto emission
tests, beer permits, drivers license, drug tests, elevator
permits, food service permits, hazardous waste permits,
notary, pharmacy license, software licenses, state water
quality permits, underground tank fees, vehicle
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registrations, water pollution fees), taxes paid by Metro
agencies (business, demolition, nursing home, personalty,
professional privilege, & sales taxes), and grant
contributions & awards made by Metro agencies to others
(contract performance bonus, contributions and grants,
employee awards, training stipend)

PENSION, ANNUITY, DEBT, & OTHER COSTS —
Amortization expense, arbitrage rebate, bond sale
expense, compensation for damages, debt service, dental
claims, depreciation, discount on bonds, educational
programs, health claims, interest expense, pension,
principal retirement

EQUIPMENT, BUILDINGS, & LAND — Buildings, building
improvements, capital outlay, computer equipment,
furniture and fixtures, infrastructure, land, machinery,
motor vehicles

SPECIAL PROJECTS — Budget allotment offset, budget
intra-fund transfer, NCAC charges

TRANSFERS TO OTHER FUNDS & UNITS — Transfers
and subsidies to other agencies, funds, debt service,
environmental remediation, local grant match, and
operational transfers

PROGRAM REVENUE - Fees, charges, grants, and
contributions specifically generated by or for services that
the department provides. They are intended to fully or
partially fund the specific program, and so reduce the net
cost of the program to be financed from the government’s
general revenues. They may be generated either from the
program’s customers (like user fees) or from outside
parties (like grants).

Charges, Commissions, and Fees — Charges and fees to
customers made by Metro agencies for the services they
provide, including enterprise fund charges, internal service
fund charges, admissions, advertising, ambulance fees,
appeals, concessions, data processing fee, day care
service, disposal fee, drug testing, dumping, engineering
fee, entry fees, external source recovery, fire hydrant
inspection, golf cart rental, green fees, immunization fees,
legal services, lobbyist registration, maps, Medical
Examiner fees, medical services, membership fees, client
reimbursements, parking, Police secondary employment,
publications, radio repair, vehicle emission test fees,
workshop fees, and court, court clerk, and elected officials’
commissions and fees

Other Governments and Agencies — grants, donations, and
other revenues from other governments and agencies,
broken out as follows:

Federal Direct — Grants, revenues, and reimbursements
that Metro receives directly from the Federal government
such as Department of Justice revenue sharing, Medicare,
SSI reimbursements, and other federal grants

Federal Through State — Federal grants, revenues, and
reimbursements that Metro receives through the state,
such as most Medicaid/TennCare

Federal Through Other Pass-Through — Federal grants,
revenues, and reimbursements that Metro receives other
than federal direct or federal through state, including
some Medicaid/TennCare & Medicare

State Direct — Grants, revenues, reimbursements, and
state-shared revenues that Metro receives from the state,
such as alcoholic beverage tax apportionment, drug
enforcement, education appropriation, excise tax
allocation, felony forfeitures, gas & fuel tax, gas inspection
fees, post-mortem reimbursements, and Metro’s share of
the state sales tax levy

Other Government Agencies — Revenues from agencies of
other governmental units

Other Program Revenue — Cash contributions from groups
or individuals, sale of donated property, cost
reimbursement, litigation settlement, premium for
property loss, premium for self-insured liability, recycling
rebate, sales of miscellaneous items, unapplied deposit,
unclaimed property, vending revenue, bond proceeds,
contributions of capital, easement rights, finance charges,
Metro Investment Pool interest, notes proceeds, premium
on bonds

NON-PROGRAM REVENUE — Revenues that are recorded
by the Fastnet accounting system in the department’s
business units, but are not intended to support the
department’s programs. This includes:

Property Taxes — Real, personal, and public utility ad
valorem taxes and payments in lieu of them.

Local Option Sales Tax — Local option sales taxes,
Tennessee telecommunication sales tax

Other Taxes, Licenses, and Permits — Alarm permits,
alcoholic beverage tax, beer permits, building &
excavation permits, business tax, taxicab & wrecker
license, franchises, hotel occupancy tax, marriage license,
motor vehicle license, obstruction & street closure permits,
sidewalk & right-of-way permits, solicitation permits,
wholesale liquor tax

Fines, Forfeits, and Penalties — Civil fines, confiscated
cash, court-ordered restitutions, recovered judgments,
litigation tax, Metro court fines and costs, offender
program income, traffic violation & DUI fines, vehicle tow-
in fees, warrant fees

Compensation From Property — Abandoned vehicle
auction, gain (loss) on sale of property, insurance &
external source recovery, rent, subrogation recovery

TRANSFERS FROM OTHER FUNDS AND UNITS —
Capital improvement plan, Council appropriations, debt
service, environmental remediation, equity transfers
between funds, Farmers Market subsidy, hospital
subsidies, legal services, local match for grants, Police
service, school program.
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Executive Summary

"_“’-F\,/lef%o olitan

>fGovernment of

~Nashwille and

r--D""’%slsOn
County

Bill Purcell Mayor

August 1, 2007
My Fellow Citizens:

| am pleased to present a Council-approved, balanced budget of $1,565,783,100 for the Metropolitan Government for
the fiscal year 2008. In this, my last budget as your Mayor, we continue to focus our resources on Nashville’s shared
priorities.

Funding Public Education — This budget funds the Metro Nashville Public Schools at a level of $597.6
million, an increase of more than $32 million from the current year. This amount not only fully funds the
budget presented by the MNPS Board of Education for FYQ08, it also provides an additional $12.7 million in
operational funding from Metro Government for our schools.

Assuring Public Safety — In 2006 we continued our progress toward making Nashville the safest big city in
America — the overall crime rate fell to its lowest level since 1990, and the death rate from residential fires
continued at a historic low. To support continued improvements in public safety, this budget provides
additional dollars for overtime for Police and Fire, as well as increases in EMS medical supplies and the
Police Department’'s new automated records system.

Providing a Quality of Life that Enhances Our Community and Neighborhoods — The budget funds the
opening and operation of several new Parks facilities — community centers, nature centers, and a hew
interpretive center at Fort Negley. We are devoting additional funds in support of affordable housing for our
community’s homeless. We are also increasing the number of Animal Control Officers and providing more
resources for immunizations.

Providing a Fair and Sustaining Income for Our Employees — This budget funds the third year of a three-
year pay plan, including a two percent across-the-board pay increase for all Metro employees. Increases in
benefit costs, including pensions and health insurance, are also provided for.

During this year, our 200" as a city, we celebrate the things that make Nashville a great place to live, work and raise a
family. Throughout the last eight years, our careful and focused investments in education, public safety, and quality of
life have moved Nashville to the front rank of all American cities. Your understanding and support of this work
throughout my service as your mayor convinces me you share my belief that we will remain at the front in all the years
to come.

In presenting this budget, we have effectively allocated resources to meet community needs for the coming year.
Again, we present it knowing that we are making these investments to provide the best results for the citizens of
Nashville and Davidson County.

Sincerely,
Office of the Mayor
%{ 5 2 Metropolitan Courthouse
Nashville, Tennessee 37201
. Phone 615.862.6000
Bill Purcell

Mayor Fax 615.862.6040
mayor@nashville.gov
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Executive Summary

At a Glance The $1.57 billion FY 2008 budget for the Metropolitan Government’s six
budgetary (tax-supported) funds supports a wide range of public services. This
budget represents a 4.0% increase over the FYO7 budget.

Revenues
Where the Money Comes From
Total $1,565,783,100
Grants &
Local Option Contributions
Sales Tax | 17% Gikcs
1%
Fund
Balance
50%
Property Taxes
Expenditures
Where the Money Goes
Total $1,565,783,100
Public Safety ~ Trans. &
Other 25% Infrastructure
1 5%
Health & gojp 5% Rec. & Culture
Social Svc. : 0% Debt

11%
General
Government

37%

Education
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Summary of the FY 2008 Budget — Six Budgetary Funds

Estimated Revenues:

Property Taxes

Local Option Sales Tax
Grants & Contributions

All Other Revenues

Fund Balance Appropriated
Total Revenues

Appropriated Expenditures:

General Government
General Government
Fiscal Administration

Public Safety
Administration of Justice
Law Enforcement & Jails
Fire Prevention & Control

Other
Regulation & Inspection
Conservation of Resources

Health & Social Services
Social Services
Health & Hospitals

Recreation & Culture
Public Libraries
Recreational & Cultural

Infrastructure & Transportation

Education

Debt Service

Reserves
Total Expenditures

Projected Surplus (Deficit)

GSD GSD GSD GSD usD usD Duplicated
General Debt School School General Debt by Interfund
Fund Service Debt Svc Fund Fund Service Transfers Total
$350,229,500 $78,181,200 31,169,000 $217,545,200 $83,973,100 10,012,400 - 771,110,400
96,093,000 2,184,000 17,688,200 174,497,900 - - - 290,463,100
77,833,400 1,560,000 - 192,012,800 9,249,200 - - 280,655,400
176,743,700 15,488,900 3,634,300 7,490,300 13,687,000 8,039,300 (23,316,100) 201,767,400
5,395,200 372,800 8,566,400 6,054,600 218,100 1,179,700 - 21,786,800
706,294,800 97,786,900 61,057,900 597,600,800 107,127,400 19,231,400 (23,316,100) 1,565,783,100
129,418,100 - - - 23,569,000 - - 152,987,100
16,577,900 - - - - - - 16,577,900
64,778,900 - - - - - - 64,778,900
204,925,800 - - - 481,000 - (481,000) 204,925,800
48,666,400 - - - 63,298,100 - - 111,964,500
19,805,200 - - - 1,091,700 - - 20,896,900
513,100 - - - - - - 513,100
9,193,100 - - - - - - 9,193,100
87,649,700 - - - - - - 87,649,700
21,377,200 - - - - - - 21,377,200
47,675,200 - - - 135,400 - - 47,810,600
55,714,200 - - - 18,552,200 - - 74,266,400
- - - 597,600,800 - - (1,676,600) 595,924,200
97,786,900 61,057,900 - $19,231,400 (21,158,500) 156,917,700
706,294,800 97,786,900 61,057,900 597,600,800 107,127,400 19,231,400 (23,316,100) 1,565,783,100

Comparison of the FY 2007 and FY 2008 Budget Ordinances - Six Budgetary Funds

FY2007 FY2008 Change % Change

GSD General Fund $ 678,986,200 $ 706,294,800 $ 27,308,600 4.02%
GSD Debt Service Fund 95,000,700 97,786,900 2,786,200 2.93%
GSD Schools Fund 563,230,100 597,600,800 34,370,700 6.10%
GSD Schools Debt Service Fund 59,437,700 61,057,900 1,620,200 2.73%
USD General Fund 103,554,300 107,127,400 3,573,100 3.45%
USD Debt Service Fund 18,723,000 19,231,400 508,400 2.72%
Duplicated by Interfund Transfers (12,877,500) (23,316,100) (10,438,600) 81.06%
Total Budget $ 1,506,054,500 $ 1,565,783,100 $ 59,728,600 3.97%
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Executive Summary

Introduction

Budget Priorities

Public Education

School Fund Budget
FY 2007 | $563.2 million
FY 2008 597.6 million
Increase | $ 34.4 million

Public Safety

Public Safety Budget
FY 2007 | $347.6 million
FY 2008 381.7 million
Increase | $ 34.1 million

This Summary and the remainder of this book present the Metropolitan Gov-
ernment’s balanced $1.57 billion operating budget for FY 2008. All funds are
required to balance. As such, total anticipated revenues must equal the sum of
budgeted expenditures for each fund. Revenues are derived from four sources:
current revenue charges; increases in existing revenue charges; new revenue
sources; and unallocated reserves carried forward from prior years.

This budget continues our focus on developing a balanced budget that invests in
Nashville’s future and keeps taxes low. Our priorities continue to fall into four
major areas:

. To fund our schools
e To assure public safety

e To provide a quality of life that enhances our community and
neighborhoods

e To provide a fair and sustaining income for our employees

Changes from the FY 2007 budget are detailed in the “Highlights” of each
department’s narrative and in handouts made available at the Finance Director’s
March 23 budget presentation, located on the Citizens’ Guide to the Budget web
site at www.nashville.gov/citizens_budget.

The public education budget was
developed by the Metro Nashville
Public Schools’ administrative staff
and initially presented in draft format
to the Metro Nashville Public Schools
Board of Education for review. After
receiving input from community,
parents, staff and students, the
budget was reviewed, adjusted, and
approved by the MNPS Board.

The increase in the budget of $34.4 million represents a 6.1% increase in
funding of schools over the FYO7 funding level. Metro’s contribution to this
increase totals $12.7 million; the balance of the increase, $21.7 million, is a
result of additional state funding through changes to the Tennessee Basic
Education Plan (BEP).

The recommended budget fully funds the MNPS Board’s approved request of
$571.2 million. This will permit the Board of Education to review its proposed
FY 2008 budget and make adjustments.

Highlights of new operating budget items include:

- Salary Steps for Teachers $ 4,570,000
- 2% State Teacher Raise 4,976,000
- Salary Steps for Support Staff 1,601,000
- Opening New and Expanded Schools 504,000
- Health insurance — Teachers and Support Staff 2,710,000
- Pension — Teachers and Support Staff 2,838,000

Metro continues to focus on
assuring that our citizens are safe
by providing the necessary
personnel, training, and equipment
to our Public Safety programs.
Selected new budget requirements
include:

www.nashville.gov
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Neighborhoods
And Community

Fire
. Medical Supplies $ 133,000
- Additional EMS Assistant Chief 113,900
- EMS Technology 62,900
- Overtime — Fire Suppression 396,100
- Learn Not to Burn Program 103,200
Police
- Overtime — Special Events $ 882,700
- Advanced Records Mgmt. System (ARMS) 1,590,400
Health
- Correctional Facilities Health Services $ 1,716,800

Juvenile Court

- Intake/Screening for Felony Cases $ 53,600
- Detention Center 106,600
. Juvenile Gang Probation 35,000

Juvenile Court Clerk
- Additional Clerk $ 41,300

State Trial Courts
. Juror Parking $ 100,000

This budget maintains our focus on
strengthening neighborhoods and
ensuring a high quality of life across
Nashville and Davidson County.
Selected new budget requirements

include:

Parks
- Operation of Coleman Community Ctr. $ 773,700
- Aquatics at East and Coleman Centers 473,100
- Operation of East Community Ctr. 412,600
. Expansion-related Utility Costs 238,900
- Turf Management Program 112,700
- Operation of Expanded Hartman Center 204,400

Health
- Two Additional Animal Control Officers $ 74,800
- Care Coordination — Bridges to Care 340,000
- Forensic Medical Services Contract 168,200
- Vaccines 230,000
- Medical Examiner 168,200

Social Services
- Affordable Housing for Homeless $ 150,000

(There will be an additional $450,000 included in the Capital Plan for a

total $600,000 in additional funding.)
- Indigent Funeral & Burial 65,000

Arts Commission
- Community Grants & Cultural Study $372,000
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Public Works

- Waste Collection & Disposal $1,702,900
Metro Transit Authority
- Maintain & Expand Service $1,500,000

Pay Plan/Benefit Adjustments The FY 2008 budget includes funds for the third year of a three-year pay plan.

FTE Adjustments

All employees will receive a 2% across the board salary increase. These funds
have been budgeted centrally and will be distributed to departments’ budgets
during the fiscal year.

- Pay Plan Improvements (General Fund) $16,094,800

This budget also sets aside funding for benefit adjustments in anticipation of
increased health insurance costs for employees and retirees effective in January
2008. These costs are budgeted centrally and will be distributed to
departments’ budgets during the fiscal year.

The table below illustrates changes in full-time equivalent (FTE) counts for FYO6
through the approved FY08 budget.

FTEs by Fund Group
FYO6 FYO7 FYO8 (rec)
General Services District 6,137.01 6,130.45 6,141.52
Urban Services District 785.00 784.00 778.00
Total 6,922.01 6,914.45 6,919.52

In FY 2006, the budgeted FTE total increased for the General Services District
(GSD) from the previous year. Parks saw an increase of 58 FTEs to support
renovated and expanded facilities; on the reduction side, Social Services lost
112 FTEs as it changed its service delivery model.

For FY 2007 the GSD showed a decrease in FTEs while the Urban Services
District (USD) stayed about the same. Significant changes in the GSD included
a reduction of 10 positions in Police and nine in Public Works.

For the FY2008 budget, there are relatively small changes in FTEs across both
the GSD and USD. In the GSD, recommended increases include nearly 29 FTEs
to staff new and expanded facilities in Parks and 4 FTEs for Police, primarily in

support of their new automated records system. Recommended decreases in
the GSD include nine FTEs for Public Health and approximately 10 FTEs for
Public Works. The reduction in the USD is 6 FTEs in Public Works.
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Revenues The tone of any government’s budget is always set by the availability of
resources. Revenues and available fund balances must be able to support
budgeted expenditures, and both the Metropolitan Charter and Tennessee Law
prohibit deficit financing.

Property Taxes The FY 2008 budget
anticipates continued FY 2008 Property Tax Distribution
moderate growth in (Rates per $100 of Assessed Value)
Property Tax Budget property assess-
FY 2007 | $753.6 million ments. This budget
FY 2008 771.1 million keeps the overall District Fund i(;?z izgg
Increase $ 17.5 million property tax rates GSD General $207 $206
gggl;anged from FY (General Schools General
: Services Purpose 1.33 1.33
The combined USD- District) General Debt Service 0.47 | 0.48
GSD rate is the total Schools Debt Service 0.17 0.17
paid for property in Subtotal - GSD $4.04 | $4.04
the USD; property
outside the USD is USD (Urban | General $0.56 0.56
taxed at the GSD Services | General Debt Service 0.09 0.09
rate. Residents of the District) | Subtotal - USD $0.65 | $0.65

satellite cities within
Metro pay the GSD
rate plus the rate set
by that satellite city.

Combined USD/GSD rate $4.69 | $4.69

Metro’s property tax rates are the lowest of the four major Tennessee cities and
competitive with those of surrounding communities.

Tax Rates of Adjacent Cities-Counties Major City/County Tax Rates

$4.69 $4.74 $4.52

$4.14

$7.47

e
- Q&é& & &

o

& Mashville / Chattanooga Knoxville / NMemphis /
& DAVIDSON { HAMILTON KNOX SHELBY

Source: TN Comptroller of the Treasury, Division of Property Assessments

* Includes Franklin Special School District Major City/County Tax Rate: Tax Year 2006 / Fiscal Year 2007

Local Option Sales Tax

Increasing economic growth continues to have an immediate effect on sales tax
collections and secondary effects on other revenue sources. Taxable sales are
expected to show continued growth in FY 2008.

Sales Tax Budget
FY 2007 $279.3 million
FY 2008 290.5 million
Increase $11.2 million

The budget includes no change either in the rate of the 2.25% local option sales
tax or in the current distribution of 2/3 (1.50%) to schools (including schools
debt service) and 1/3 (0.75%) to general purposes. (By

State law, at least 1/2 of the local sales tax must be allocated to schools.)
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Federal, State, and Other

Federal, State, & Other
Gov't Agencies Budget

FY 2007 $259.9 million
FY 2008 280.7 million
Increase $20.8 million

Other Local Revenues

Other Revenues Budget
FY 2007 $194.7 million
FY 2008 201.8 million
Increase $ 7.1 million

Fund Balances

Fund Balance
Appropriated

FY 2007 $18.6 million
FY 2008 15.7 million
Decrease -$2.9 million

Conclusion

Strategic Issues

Budgeted Federal, State, and Other revenues are based on our best estimates
of revenues from specific sources. This category also includes other revenues,
reimbursements, and grants from other organizations.

Other Local Revenues include items such as motor vehicle licenses, traffic
violation fines, parking fees, building and excavation permits, emergency
ambulance fees, alcoholic beverage taxes and court fees. Transfers from other
funds are also included in this category.

Fund balances occur when revenues received are greater than expenditures.
We normally see fund balances increase at the end of each year, and routinely
appropriate some of that to support the next year’s operating budget. This
administration’s practice has been to utilize excess funds for non-recurring
expenditures rather than building fund balances.

Using conservative estimates, the fund balances as a percentage of
expenditures for the General Fund should remain above the 5% minimum set
by management to handle unanticipated contingencies.

The FY 2008 budget continues to meet our objectives of investing in Nashville’s
future with a balanced budget and low taxes.

Three primary issues affect this budget: the economy, the state budget, and
institutional facility costs.

For the state of Tennessee the economic outlook through 2008 is generally
good, according to the University of Tennessee’s January 2007 Economic Report
to the Governor of the State of Tennessee. While projections show a slight
slowdown in the economy for the rest of 2007, growth is expected to pick back
up in 2008. Compared to the rest of the nation, personal income is expected to
grow more strongly in Tennessee, with a projected 5.5 percent increase in
Tennessee personal income in 2007 and a 5.7 percent increase forecast for
2008.

The state’s unemployment rate is expected to remain above the national
unemployment rate through 2008. The state’s manufacturing base continues to
erode, but gains in productivity are such that the state’s industrial output has
continued to expand.

The budget for Tennessee state government was passed after the Mayor’s
Recommended Budget for Metro was submitted, but before the final FY2008
Metro budget was approved. This budget provided significant additional funding
to the state’s Basic Education Program (BEP), the formula through which state
government provides funding to local school districts. These enhancements to
the BEP resulted in Metro Public Schools receiving approximately $13 million in
additional funds that were not included in the Mayor's Recommended Budget.

An important aspect of the budget that is continuing to be closely scrutinized
are our Institutional Facilities Costs — the per-person cost for housing
individuals in our jail and hospital facilities.

www.nashville.gov
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Institutional Costs
Sheriff's Jails Facilities & Deberry/CCA Facility
Average Daily Cost Per Inmate

Average Daily Cost FY 2005 FY 20067 FY 20077

per Facility Actual Projected Projected
Sheriff's Jails Comb. $67.15 $72.74 $74.85
[Total Costs 45,279,303 58,656,294 62,768,987
[Total Inmate Days 674,254 806,361 838,560
IDeberry/CCA $42.19 $43.70 $45.49
[Total Costs 18,203,589 15,506,438 16,484,360
[Total Inmate Days 431,421 354,799 362,335

Deberry/CCA inmate days)

Based on State of TN Final Cost Settlement Reporting Data & Projected Worksheet Computations

1. Sheriff jail cost decreased in FYO5 due to change in methodology used to determine aggregate costs. Booking
and other program costs were removed from the calculations.

2. FY 06 & 07 Sheriff jails cost projections include booking and all other programs.
3. Source of the FYO7 total inmate days projection — Criminal Justice Planning Unit

Increase in Sheriff's Jails inmate days for FYO6 reflect completed movement of inmates to new facilities (net of

Institutional Costs
Metro Nashville General Hospital, Bordeaux Long-Term Care, & Knowles Home
Average Daily Charge/Cost Per Patient

Average Daily Cost
per Facility

FY 2006
Actual

FY 2007
Projected

FY 2008
Budget

IGeneral Hospital:

Total Patient Charges

$136,900,654

$145,482,056

$172,864,535

Total Equivalent Patient Days (EPDs) 43,256 42,381 47,665
Total Charge per EPD** $3,165 $3,433 $3,627
Inpatient Cost per EPD $1,091] $1,132 $1,095
[Outpatient Cost per EPD $893 $926 $896
[Total Cost per EPD* $1,983 $2,058 $1,992
IBordeaux Long-Term Care:

Total Patient Charges $28,336,733 $28,820,106( $29,408,216
Total Inpatient Days 139,431 136,987 137,360
Total Charge per Patient Day $203 $210 $214
[Total Cost per Patient Day™ $245 $251 $269
JKnowles Home:

Total Patient Charges $2,903,332 $2,963,186 $3,043,725
Total Patient Days 47,168 48,005 48,099
Total Charge per Patient Day $62 $62 $63
[Total Cost per Patient Day™ $76 $80 $86

the calculation of the performance indicators.

*Total cost figures include depreciation and Metro Indirect Expense. Depreciation and indirect are not included in

**Revenue deductions due to uncompensated care account for the difference between the total charge per EPD
and Pt. Day and the total cost per EPD and Pt. Day. Total patient days for 2008 include leap year adjustment.
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An additional aspect of the budget that merits close examination is the share of
operating expenses paid by Metro for those functions that are essentially state
government functions. The State Trial Courts, District Attorney and Public
Defender are all state functions conducted in partnership with Metro
Government. As the chart below suggests, Metro Government funds a
significant share of the expense associated with these functions.

Total Operational Metro Contribution State Contribution
Budget $$ [ % of total $$ [ %of total
Public Defender $ 5,723,300 | $ 4,176,800 73% $ 1,546,500 27%
District Attorney $ 10,728,758 | $ 4,804,700 45% $ 5,924,058 55%
State Trial Courts $ 12,077,775 | $ 8,261,600 68% $ 3,816,175 32%

All data is FY07 budget.

Hospital Authority

Internal Service Costs

The FY2008 Budget includes a total subsidy for the Hospital Authority in the
amount of $49,797,100. This is the same amount of subsidy the Hospital
Authority received in FY2007. The majority of this subsidy continues to be
provided for the operation of General Hospital.

Increased state funding in the future will be essential if General Hospital is to
continue to provide the services expected of it. The Metro Nashville Government
is supporting local healthcare at a much higher rate than comparable urban
counties in Tennessee.

Comparison of Health Care Facility Subsidies
(in $ millions)

$49.8

$22.0
5.3
- 20—
Davidson Shelby Hamilton Knox

Metro Government retained the consulting firm Maximus, Inc., to conduct a
benchmarking study of its internal service costs — that is, what it costs Metro to
provide the central service functions carried out by the Human Resources,
Finance, General Services, and Information Technology Services departments.

Maximus compared Metro’s internal service costs with analogous costs in eight
comparable cities. The results show Metro’s costs continue to be below the
average for this group of peer cities, both as a percentage of the total general
fund budget and per FTE. Where the internal services were an average of 9.9
percent of the total budget for the comparison cities, Metro’s internal services
are 9.4 percent of the total budget.

www.nashville.gov
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Executive Summary

Metro Cost of Internal Services
Compared with 8 Other Cities

100.0%

B Nashville
W Average

9.4% 9.9%

T

Internal Service Costs As A Percent Of Total Budget

Metro Cost of Internal Services by Function

As a Percentage of Total General Fund Budget
Compared with Eight Other Cities

B Mashville
B Average
2.8% 2.8%
1.7% 1.9% 1.9%
1.3%
) I . . ﬂ
0.4%
0.2% 0.2% 0.2%
. i. I — Frem
Finance HR 1 Fleet Property General Purchasing

Services Services

To help explain how internal service charges are computed, the following five
pages provide detailed schedules showing how the costs are allocated for each
of the internal service funds. Included are the list of activities in each
department; the basis on which the costs of each particular activity are
allocated; the total number of allocation units; the total cost to departments;
the resulting cost per unit, where applicable; and a brief narrative example of
how the allocation works. All schedules are based on the Mayor’s FYO8
Recommended Budget.
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Executive Summary

General Services Department

Allocation Method by Activity (FYO8 Recommended)

Activity

Allocation Basis

Total Allocation Units

Costs Allocated to
Departments

Allocation or Cost
Per Unit

Example

Facilities Maintenance

Square Footage

2,328,402

18,614,895

Departments are
charged $7.99 per
square foot of
assigned space.

Parking Security

Square Footage of Buildings with
Access to General Service Maintained
Parking Spaces

1,675,008

284,392

Departments are
charged $.17 per
square foot of

assigned space.

Building Security

Percentage of Square Footage in
Buildings with Security Personnel

N/A

2,526,202

Allocated

Departments are
charged a
percentage of the
security amount
budgeted for their
buildings based on
square footage
occupied within
those buildings.

Fleet Services (Preventative
Maintenance/Major
Maintenance/Asset Management)

Number of Vehicles

3,540 (All vehicle types)

Detail submitted upon
request

Detail submitted
upon request|

Charges
determined by
number and type
of vehicles.

Fuel Services

Percent of Actual Usage Reported by
Fuel Master system

100%

Detail submitted upon
request|

Detail submitted
upon request

Charges
determined by
recent actual
usage statistics for
departments

Postal Services

FY'06 Allocation of Costs

N/A

965,456

Allocated

Department that
was assigned 2%
of actual postal
services costs
would be assigned
2% of budgeted
costs

Radio Shop"

Number of Radios * 12 Months

86,712.0]

3,534,181

$ 40.76

Department pays
monthly rate per
assigned radio,
plus installs,
repairs, and
related cost.

Shared Business Office (SBO) -
Financial Services

Budget for Departments Receiving
Services / No. of Deposits / No. of
Financial Reports / Processed Billings

N/A]

1,199,738

Allocated

A department with
2% of Metro's
budgeted
expenditures will
pay 2% of the
costs allocated to
departments

Shared Business Office (SBO) -
Financial Services/Cell Phone &
Pager Administration

Number of Assigned Phones &
Pagers

3,371

52,069

$ 15.45]

Department
charged $15.45
annually per
assigned cell
phone

Shared Business Office (SBO) -
Financial Services/P-card
Administration

Number of Procurement Cards by
Department

985

33,527

$ 34.04

Department
charged $34.04
annually per each
assigned
procurement card.

SBO - Human Resources/HR
Transactions

Authorized FTE Counts for
Departments Receiving Services

645]

378,833

$ 587.34]

Departments
charged $587.34
annually per FTE

SBO - Human Resources/Payroll
Check Distribution

Authorized FTE Counts for
Departments Receiving Services

686

311,032

$ 453.40

Department
charged
$453.40annually
per FTE

SBO -Business Continuity

Authorized FTE Counts for

Departments Receiving Services

8,880

159,719

$ 17.99

Departments
charged $17.99

annually per FTE
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Executive Summary

General Services Department

Allocation Method by Activity (FY08 Recommended)

Activity

Allocation Basis

Total Allocation Units

Costs Allocated to
Departments

Allocation or Cost
Per Unit

Example

SBO - Printing Services

FY 06 Actual Spending for Printing
Services

1,501,240]

96,412

Allocated|

A department with
2% of Metro's
expenditures on
printing services
will pay 2% of the
costs allocated to
the departments

SBO - Photographic Services

Photographic Actuals

75,178

64,055

Allocated

A department with
2% of Metro's
expenditures on
photographic
services will pay
2% of the costs
allocated to the
departments

SBO - Project Management

Costs Shared Between Finance and
General Services

Program costs divided evenly
between departments.

141,971

Allocated

Direct bills to
Finance and
General Services
departments

Metro Payment Services

FY 2006 Processed Invoice Counts

100,895

1,313,837

$ 13.02

Departments
charged $13.02
per processed
invoice.

Metro Call Center

Number of Incidents

272,280

1,525,744

Department
charged $5.60 per
call center incident

Metro Surplus Property Auction

Customer Budget Size as Percentage
of Total of Customer Department
Budgets

N/A

$

464,689

A department with
2% of Metro's
budgeted
expenditures will
pay 2% of the
costs allocated to

Allocated

departments.

1.) The cost per radio represents a blended rate including an access fee, subscriber rate, and maintenance plan. Actual charges per
unit may be higher and lower based on type of unit ( Ex. Handheld unit vs. unit installed in a vehicle) There will also be additional
charges for installations and repairs with related costs.
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Summary

Allocation Method by Activity (FY08 Recommended)

Human Resources Department

Total Allocation Costs Allocated to | Allocation or
Activity Allocation Basis Units Departments Cost Per Unit Example
Department charged
Administrative Line of $40.20 annually for each
Business Number of FTEs Metrowide 8,726| $ 350,766 $ 40.20FTE
Department charged
$24.39 annually for each
Benefit Board Administration |Number of FTES Metrowide 9,255 $ 225717 $ 24.39|FTE
Department charged
$21.25 annually for each
EEOC Number of FTEs Metrowide 8,726| $ 185,387 $ 21.25FTE
Department charged
$15.25 annually for each
HR Projects Number of FTEs Metrowide 8,726 $ 133,098 $ 15.25|FTE
Number of FTEs for Department charged
Departments Receiving This $37.37 annually for each
Civil Service Board Service 7,284 $ 272,198 $ 37.37FTE
Number of FTEs for Department charged
Departments Receiving This $143.31 annually for
Compensation Service 8,360, $ 1,198,031 $ 143.31jeach FTE
Number of FTEs for Department charged
Departments Receiving This $10.73 annually for each
Drug-Free Workplace Service 4,299 $ 46,144 $ 10.73FTE
Number of FTEs for Department charged
Departments Receiving This $46.44 annually for each
Labor Service 2,969 $ 137,861 $ 46.44FTE
Number of FTEs for Department charged
Departments Receiving This $149.24 annually for
Staffing Service 6,721 $ 1,003,053 $ 149.24jeach FTE
Number of FTEs for Department charged
Departments Receiving This $53.56 annually for each
Training Service 8,680, $ 464,894 $ 53.56|FTE

Office of Internal Audit

FY 08 Allocation Method by Activity (FYO8 Recommended)

Allocation or
Total Allocation | Costs Allocated to | Cost Per
Activity Allocation Basis Units Departments Unit Example
A department with 2% of
Metro's most recent audited
expenditures (excluding
FYO06 Audited CAFR personnel) will pay 2% of the
Internal Audit expenditures 2,731,392,260 $ 1,462,900 Allocated|costs allocated to departments
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Finance Department

FY 08 Allocation Method by Activity (FYO8 Recommended)

Costs Allocated to

Allocation or

Activity Allocation Basis Total Allocation Units Departments Cost Per Unit Example
A department with 2% of
Budget (FY07 Budget Metro's budgeted
Totals, including General expenditures will pay 2% of
and Special Purpose the costs allocated to
Budget Funds) 2,131,604,927| $ 1,887,178 Allocated|departments
A department with 2% of
Metro's most recent audited
FYO06 Audited expenditures (excluding
Expenditures - Excludes personnel) will pay 2% of
Personnel Costs and the costs allocated to
Procurement Transfers 1,709,051,466| $ 1,654,898 Allocated|departments
Accounting Transactions Each department is billed
Financial Operations (Less Accounts Payable) 261,117| $ 1,475,974 $ 5.65/$5.65 per transaction
Number of Accounts Each department is billed
Accounts Payable Payable Transactions 187,279 $ 427,831 $ 2.28/$2.28 per transaction
Each department is billed
Payroll Payroll Transactions 741,890 $ 994,879 $ 1.34/$1.34 per transaction
Each department is billed
Enterprise Business Solutions _ [Total Transactions 2,623,732 $ 800,261] $ 0.31]$0.31 cents per transaction
Each department is billed
$513.62 per approved user
Business Systems Administration|EBS Users 1,151 $ 591,173 $ 513.62|of the system per year.
Even Distribution Across Each department is billed
Cost/Benefit Analysis - GPS Departments 59 $ 18,335 $ 310.76/$310.76 per year
A department with 2% of
Metro's total budgeted
expenditures in programs
with performance measures
Performance Measure Budgets of Departments will pay 2% of the costs
Certification with Certified Measures 889,405,200] $ 140,861 Allocated|allocated to departments
A department with 2% of
Metro's most recent audited
Office of Financial expenditures (excluding
Accountability(OFA)/Procuremen personnel) will pay 2% of
t and FY06 Audited CAFR the costs allocated to
P-card Reviews Expenditures 2,731,392,260) $ 200,631 Allocated|departments
Each grant is charged
$354.33 annually for
OFA/Grants Number of Grants 310| $ 109,402 Allocated|compliance review
A department with 2% of
Metro's most recent audited
expenditures (excluding
personnel) will pay 2% of
FY06 Audited CAFR the costs allocated to
Grants Coordination Expenditures 2,731,392,260] $ 241,897 Allocated|departments
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FY 08 Allocation Method by Activity (FYO8 Recommended)

Information Technology Services Department

Total Allocation

Costs Allocated to

Allocation or

Activity Allocation Basis Units Departments Cost Per Unit Example
Department is charged
Number of Billable Support $66.64 for each hour
Application Support Labor Hours 19,570 $ 1,304,219 $ 66.64\worked.
Department is charged
Number of Billable $96.48 for each hour
Application Development Development Labor Hours 6,010 $ 579,824 $ 96.48worked.
Department is charged
Number of Database Project $84.15 for each hour
Database Projects Labor Hours 5,585 $ 469,977 $ 84.15worked
Department is charged
Electronic Mail Standard Mailbox with less than 100MB $10.89 per month for
Mailbox * Limit * 12 months 152,724 $ 1,663,770, $ 10.89each standard mailbox
Department is charged
an additional $1.35 per
Mailbox with 500 MB Limit * month for each Tier 1
Electronic Mail Tier 1 12 months 24,756 $ 33,396 $ 1.35/mailbox
Department is charged
an additional $117.59
Mailbox with 2 GB Limit * 12 per month for each Tier
Electronic Mail Tier 2 months 852 $ 100,185 $ 117.59]2 mailbox
Department is charged
$386.52 annually for
Desktop Support # of PCs Supported by ITS 77,880 $ 2,508,806 $ 32.21jeach supported PC
Department is charged a
proportionate share of
costs according to the
allocation of the AS/400
IAS/400 Server Number of CPUs 22 $ 385,662 Allocated|/CPUs
Each department with a
web presence on
Evenly Distributed Across Nashville.gov pays an
Customer Web Presences on equal share of the
Nashville.gov Nashville.gov Portal 67 $ 524,818 Allocated|websites' costs
Departments charged
$8.28 annually per
\Web Space Number of MB storage 229,174 $ 157,446 $ 0.69megabyte of storage
Departments in the Tier
A category divide the
Tier A Departments costs assigned to this
\Web Usage** Tier A (2000+MB) 30 $ 220,417 Allocated|category equally
Departments in the Tier
B category divide the
Tier B Departments (500 to costs assigned to this
\Web Usage Tier B 2000 MB) 14 $ 109,651 Allocated|category equally
Departments in the Tier
C category divide the
Tier C Departments (Up to costs assigned to this
\Web Usage Tier C 500 MB) 14 $ 37,298 Allocated|category equally
Departments are
Number of Customer Servers charged $8,217 annually
Generic Server Hosting Housed at ITS 2,873 $ 1,967,326| $ 684.73for each server hosted
Departments are
charged $16.32 annually
for each gigabyte of SAN
SAN Storage Number of GBs Stored 230,682 $ 313,158 $ 1.36|storage
Departments are
charged $29.27 each
month for every
connection to the Metro
Network Connectivity Number of Nodes *12 months 122,196| $ 3,577,066 $ 29.27|network
A department with 2% of
Number of Accounting transaction counts will
Metrowide Technology Transactions - All Department pay 2% of the costs
Program and Funds 2,432,540, $ 8,402,300 Allocated|allocated to departments

*Allocation units for mailboxes is an annualized figure. ITS supports 12,727 standard, 2,063 Tier 1, and 71 Tier 2 mailboxes
**Web usage refers to an average amount of activity for a particular website. Departments with high "web usage" statistics are websites where large

amounts of data are downloaded each month.

www.nashville.gov

Metropolitan Nashville / Davidson County FY 2008 Operating Budget




Executive Summary

Results Matter

Since 2002 Metro Government has deployed a government-wide strategic

planning and performance measurement initiative through the Office of
Management and Budget in the Department of Finance.

The “Results Matter” initiative has introduced the managing for results
methodology into the systems and culture of the Metro government. It
provides tools and data necessary to support every employee to focus on

delivering results for customers. Benefits of this initiative include:

e Performance information is made available to help managers make better

business decisions

e  The culture of the agency can be more tightly focused on producing results
for customers — and not on internal processes

e The organization becomes aligned so that employees at all levels know how
they contribute to the overall goals of the department

e The budget is organized around programs and links budgeted dollars to

results

. Better results are produced for citizens

Managing for results focuses
organizational systems and culture on
generating results for customers. As
shown in the illustration to the right, the
Results Matter cycle enables agencies
develop, implement, evaluate, and
improve their business plans.

= Planning for Results — In the
strategic business planning process,
agencies identify not only the
strategic issues they face and their
needed responses to those
challenges, but they also provide a
comprehensive analysis of the
results each department produces
for its customers.

. Budgeting for Results: The budget

Planning for
Results

Decision-

- Employee
M;l;lsl'llﬁt?f Performance
Management
Evaluating Budgeting
Results for Results
Reporting Performance
Results Data Collection

The Results Matter Cycle (© Weidner Consulting)

is organized so that resources are tied to the results they produce, rather
than around traditional accounting structures. The result is a performance-
informed, program-based budget (commonly shortened to a “performance-
based budget”) that focuses on the results or outcomes of programs as the
starting point (but not necessarily the sole criteria) for analyzing and

discussing the budget.

. Employee Performance Management: Employee work plans are developed
that directly support achieving the goals outlined in the agency’s plan.
Employees have data on the results they generate for customers, and can
be evaluated, recognized, and rewarded accordingly.

. Performance Data Collection and Reporting: Performance data is collected
and reported for each program. This data measures demand for products
and services, output of products and services, results of program activities,
and efficiency. The budget book reports the key result measure or
measures for each program. Since Results Matter redefines programs and
results, many RM agencies do not have historical performance measures for
comparison. Some, in fact, are still developing the baseline data for their
new measures, and some of those measures are either not reported or not

available.

. Evaluating Results and Decision-Making for Results — Management,
officials, and the public can use the performance data to make informed
decisions about the policy direction and operational management of each

program.
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Executive Summary

Departments Presenting
Performance-Informed Budgets,
with Fiscal Year First Presenting

Finance FY2004
Fire FY2004
General Services FY2004
Human Resources FY2004
Information Technology

Services FY2004
Library FY2004
Metro Transit Authority FY2004
Planning FY2004
Police FY2004
Public Health FY2004
Public Works FY2004
Justice Integration

Services FY2005
Nashville Career

Advancement Center FY2005
Sheriff's Office FY2005
Water Services FY2005
Codes Administration FY2006
Emergency

Communications Center FY2006
Juvenile Court FY2006
Law FY2006
Election Commission FY2007
Human Relations

Commission FY2007
Municipal Auditorium FY2007
Parks & Recreation FY2007
Transportation Licensing

Commission FY2007
Agricultural Extension

Service FY2008
Arts Commission FY2008
Beer Board FY2008
Convention Center FY2008
Criminal Justice Planning FY2008
District Energy System FY2008
Farmers Market FY2008
Historical Commission FY2008
Social Services FY2008
Soil & Water

Conservation FY2008
State Fair Board FY2008
Metro Action Commission FY2009
Metro Clerk FY2009
Sports Authority FY2009

This initiative has been implemented in 100% of the departments and agencies
of the Metro Government that are “Mayoral” entities as well as by some elected
officials. The complete list of departments with Strategic Business Plans is here,
to the left. For the FYO8 budget, 11 departments will present their budget for
the first time aligned with their Strategic Business Plans. Those departments
presenting performance-based budgets can be identified by the Results Matter
logo in the upper-right corner of each of their pages in this book.

Departmental plans and performance are reviewed, tracked, and reported to
citizens, employees, and Metro’s leadership to support more informed decisions
at all levels of the organization. In August 2007 Metro will publish its first
Metro-wide Performance Report in 30 years; it will also launch a website, the
Citizens’ Guide to Metro’s Performance, that will make the full array of
performance information generated by departments available to all.

Performance Measure Certification

Since the Results Matter program is centered on measuring performance, it is
important to make sure that the measures used by departments are
documented and reliable. To ensure their validity, every key result measure
reported by a department is tested for certification by the Performance Measure
Certification team of the Office of Financial Accountability. In March 2007, the
PMC team issued its third annual Performance Measurement Certification
Report, providing an assessment of FY0O6 performance data.

The PMC team carefully analyzed the FY 2006 key result measures reported.
Key result measures were either certified, meaning the measure was aligned,
documented, and reliable; not certified (NC), meaning the measure did not
meet the established criteria; or not reported (NR), meaning the performance
measure was nhot reported by the department. The results of certification
testing published in the Performance Measurement Certification Report will
support policymakers and departments in making better informed resource
allocation and operational decisions.

Typically, each program presents only one key result measure in the budget
book. However, due to updates to programs and measures for FY 2006-07, in a
small number of cases there were certified FY 2006 key result measures that
changed or came from programs that no longer exist. In such cases, the
certified FY 2006 measure is listed with a program that represents the best fit,
along with that program’s current key result measure. You will also notice a
“Performance Information Highlights” section included in these departments’
pages. This “Highlights” section shows what portion of the department’s FY
2006 key results were certified both by the number of programs and the
percentage of budget.

The chart on the following page lists the departments who have been part of
the Performance Measure Certification process through FY2006. If their data
was evaluated, the percentage of budget dollars with certified measures is
listed; if they were not eligible to participate in a given year’s review, that year
is marked with “NA”.

The FY2006 Performance Measure Certification Report is available at
ftp://ftp.nashville.gov/web/finance/financial-accountability/PMC-Report-FY06-

PDF.pdf
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Executive Summary

Performance Measure Certification Results by
Department and Fiscal Year
(Percentage of Budget Dollars Certified)
Department FY2004 | FY2005 | FY2006

Error Allowance + 5% + 5% + 2%
Codes NA NA 20%
ECC NA NA 92%
Finance 69% 78% 83%
Fire 50% 53% 95%
General Services 3% 40% 55%
Health 78% 100% 97%
Human Resources 65% 13% 41%
ITS 91% 57% 38%
JIS NA 59% 43%
Juvenile Court NA NA 71%
Law NA NA 0%
Library 57% 93% 93%
MTA 96% 95% 97%
NCAC NA 100% 100%
Planning 56% 82% 75%
Police 83% 87% 89%
Public Works 50% 97% 98%
Sheriff NA NA 0%
Water NA 88% 90%
All Departments 67% 79% 77%
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Metro Nashville and its Budget

Metro Government

The Metropolitan Government was formed in 1963 with
the merger of the governments of the former City of
Nashville and Davidson County. Metro Nashville is a
friendly, progressive city with a diverse economy, strong
transportation links, and many institutions of higher
education. It is the capital of Tennessee, the largest city
in the mid-state, and the hub of an area of 1.23 million
residents.

As a consolidated government, Metro provides all services
and performs all functions normally associated with
Tennessee city and county governments. This also means
that the government and its budget are more complex
than those of most other cities and counties.

Services Districts

The Charter requires that Metro’s operating budget be
divided into two districts: the General Services District
(GSD) and the Urban Services District (USD). The GSD
is synonymous with Davidson County; the USD comprises
the old City of Nashville plus certain areas added since
Metro was formed.

The geographic areas, purposes, and functions of these
two districts determine the way services are budgeted and
provided in Metro. The two districts relate services
provided to taxes paid. The GSD receives a base level of
services; its property is taxed at the GSD rate to fund
these services. The USD receives more of certain services,
which are funded by an additional USD rate to fund those
services.

The General and Urban Services Districts in a Nutshell

Uf\ District GSD USsD
Size 533 square miles 169 square miles
569,891 people 393,907 people
(2000 census) (2000 census)
Services General government, financial GSD services plus

management, schools, justice
administration, law enforcement
& incarceration, basic fire &
ambulance, regulation &

additional police
protection, additional fire
protection, and additional
public works (refuse
collection & street

—3__

inspection, social services,
health, hospitals, libraries, public
works, traffic control,
recreational & cultural.

lighting)

A variety of services are provided to Metro citizens directly
by the federal, state, and other local governments. This
book does not cover those services. However, information
on them is available from various web sites.

. For federal services, see the U.S. Government
FirstGov site at www.firstgov.gov/.

. For state services, see
http://www.tennesseeanytime.org/government/agenc
ies.html

. For any of the seven satellite cities within Davidson
County, some basic information is provided under the
listing for Satellite Cities in the Glossary (Appendix 3).
For more current and detailed information, contact

the satellite city directly.

° For additional information on the Board of Education

budget, see their web site at
http://www.mnps.org/site3.aspx
and to see the “2007-08 budget” link to

http://www.mnps.org/PageFactory.aspx?PagelD=18649

www.nashville.gov

Metropolitan Nashville / Davidson County FY 2008 Operating Budget



Metro Nashville and its Budget

Organization Structure

Both the Mayor and Council are elected on a nonpartisan

basi

The following organization chart presents a high-level view

of Metro's structure. The structure of each department is
shown in that department's budget description, later in

this book.

Metro has a "strong-mayor" form of government, in which
the popularly-elected mayor is the city's chief executive
and is independent of the Council.

S.

Within this framework, operations are conducted by
executive departments (reporting to the Mayor),

independent elected officials (including the elected Board
of Education), and appointed boards, commissions, and

government's operations.

Electorate - Citizens of Davidson County

Metropolitan Council
(Vice Mayor and 5 members elected
at-large, and 35 district members)

Metropolitan County Mayor
(elected at-large)

Council Staff Metropolitan Audit ' Semi-autonomous ' ' . '
Office Clerk Committee / | agencies, boards, - . Executive .
. e, . departments .
! and commissions ! ! !
Internal \ ] Tttt
Audit
Emergency Auditorium Agricultural Civil Service Cm L Law
Com. District * Commission Extension Bd (Human Resrcs)
District Enirgy Convention Arts Commission Planqlng L] Finance
System Center Cm Commission
Nashville Public Board of Fair Community Election | | Information
TV Council * Commissioners Education Commission Services
WPLN Educ. Farmers Market Public Health Beer Permit L {General services
Foundation * Board Board Board
Sports Hospital Historical Transportation L Police
Authority * Authority * Commission Licensing Bd
CATV Special Metro Transit Historical Zoning Zoning Appeals L] Fire
Committee * Authority * Commission Board
Ind Develop- JIS Policy Human Electrical L Codes
ment Board * Committee Relations Cm Examiners Bd Administration

Health & Ed

Facilities Board
*

Beautification
Bureau

Library
Board

Plumbing

Examiners Bd

Public Works

Metro Dev &

Housing Agncy *

Public Records
Commission

Metro Action
Commission

Fire & Building

Codes Board

Water Services

Electric Power

Charter Revision

Nashville Career

Housing Code

Soil & Water
Conservation

Bd (NES) * Commission Advancemnt Ctr Appeals Board
Metro_ Nashville Tourist Parks & Board of
Airport Commission * Recreation Bd Equalization
Authority* d

Emergency
Communications

Safety Advisory
Board *

Social Services
Commssion

Criminal Justice
Planning Unit

X Other elected officials
' (elected at-large
! except as noted below)

Board of — Sheriff

Education | |

(9 district

members) | |District Attorney
General

Assessor of

Public Defender
Property

Gen'l Sessions
Ct Judges (11)

County Clerk

Register of
Deeds Chancellors (4) |—
I
Trustee || Clerk & Master
(appointed)
Juvenile Court Juvenile Court
Clerk Judge
Circuit Court Circuit Court | |
Clerk Judges (8)
Criminal Court Criminal Court | |
Clerk Judges (6)
———
State Trial

Courts (under

Circuit, Crimi-

nal,& Chancery
judges)

Abbreviations, Key, and Notes
Bd = Board, Cm = Commission
, Dotted boxes are not departments, but !
+ describe groups of departments. .
* Denotes boards, commissions, agencies, &
component units whose agency budgets are
not included in the Metro operating budget.

‘Audit Committee role and membership are
established in the Metro Code in section

.24.300.

agencies. The variety of elected officials, boards, and
commissions facilitate citizen involvement in the
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Metro Nashville and its Budget

Financial Organization

Since the budget is a financial planning and policy
document, it is organized according to Metro's financial
accounting and coding structure. That coding structure —
the chart of accounts — corresponds roughly to the
government’s administrative organization and service
structure, while meeting the legal and accounting
requirements of the government. It forms the basis for
Metro budgeting, accounting, and financial reporting, and
is used in both the budget ordinance and this book.

The entire budget is organized by fund. Revenues of each
fund are organized by type and source. Expenditures of
each fund are organized by business units, object codes,
classifications, and positions.

The Fund Structure

A "fund" is an accounting entity with assets, liabilities,
equities, revenues, and expenditures, held separate in the
budget for certain specific activities or to accomplish
definite objectives.

Budgetary Funds

Most of Metro's tax dollars are deposited into and spent
out of six basic funds in the two districts:

GSD General Fund (fund number 10101)

GSD Debt Service Fund (20115)

Schools (MBOE) General Purpose Fund (35131)
Schools Debt Service Fund (25104)

USD General Fund (18301)

USD Debt Service Fund (28315)

These six budgetary funds provide the basic local
government services to Davidson County. They are
financed primarily through sales and property taxes, and
their expenditures are controlled based on appropriations
in the budget ordinance.

The two General Funds provide for the traditional
operating services of the government. These funds
receive property and sales taxes, charges for services,
fees, fines, penalties, and other revenues.

The three Debt Service Funds finance the payment of
interest and principal on long-term general obligation debt
of each district. By Charter, debt service budgets must be
sufficient each year to pay the principal and interest due
on outstanding bonds.

The School Fund is Metro's biggest special revenue fund
(described more generically below). It receives a
dedicated portion of the property tax and, by state law, a
portion of the local option sales tax. This fund's
expenditures are budgeted and controlled by the
Metropolitan Board of Public Education (MBOE) for the
Metropolitan Nashville Public Schools (MNPS).

The two districts and six funds make it possible to allocate
taxes and services in each district and fund. Revenue
collected for each district can be spent only for purposes
prescribed for that district. After the budget is passed,
appropriations cannot be transferred between funds
and/or districts except as specifically authorized in the
budget ordinance.

Non-budgetary Funds

Metro uses other types of funds for special purposes.
Non-budgetary fund expenditures are limited to revenues
received by and balances in each fund, rather than
appropriations. Monies in these funds generally cannot be
used to support other funds. Non-budgetary funds
include:

Internal Service Funds provide services to Metro
departments on a cost reimbursement basis.

Enterprise Funds provide services to the public on the
same basis. The primary enterprise funds are the Hospital
Authority, Farmers Market, State Fair, Municipal
Auditorium, Community Education and Water Services
funds.

Capital Projects Funds account for costs related to capital
projects. These are not generally included in the
operating budget.

Permanent Funds and Fiduciary Funds account for monies
held for others. These are not generally included in the
operating budget.

Special Revenue Funds account for the proceeds of specific
revenue sources that are legally restricted for expenditure
for specified purposes. These include the Schools Fund
(mentioned above), Waste Management, grants, and the
General Fund Reserve Fund (usually called the Four
Percent Reserve Fund).

Accounting & Budgeting

This budget conforms to guidelines of the Charter and
standard municipal budgetary practices, while the year-
end CAFR conforms to governmental Generally Accepted
Accounting Principles (GAAP), so they are not strictly
comparable to each other. Specifically:

e This budget recognizes that Metro operates in two
general funds, as required by the Charter and Tennessee
law. Governmental GAAP recognizes only one general
fund per government.

e This budget treats transfers to and from any fund as
revenues and expenditures, respectively, of that fund.
Governmental GAAP classifies them as "Other Sources &
Uses of Funds".

e  This budget does not include certain “component units”
that are required to be included in the CAFR.
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The Budget Process

The Operating Budget, Capital Improvements Budget April through June 2007 — The Council’s Budget and
(CIB), and Capital Plan are developed through a multi-step Finance Committee is scheduled to hold hearings with
information gathering and priority setting process that agency heads to review their recommended operating
establishes objectives and priorities of the city and creates budgets.

a financial plan for the operations of the government for

the fiscal year. The Charter defines much of the process. June 12 — Third and Final reading scheduled to adopt the
The Mayor’s Office, Finance Department, Office of CIB.

Management & Budget (OMB), agency officials, and the
Metropolitan Council are key participants. The FY 2008
budget calendar is, as scheduled:

June 15 — Charter deadline for the Council to pass the
CIB.

June 26 — Third and Final reading is scheduled; the
Council is scheduled to adopt a substitute Operating
Budget ordinance (with changes to the Mayor’s

Recommended Budget), the recommended tax levy

November 2006 — The OMB projected departments’
operating baseline expenditure budgets based on their FY
2007 budgets.

December 1 — The Finance Department held a budget ordinance,
kickoff meeting with agency heads and financial managers and the
to introduce the budget process. Urban
Council
December 4 — Operating resolution.
and capital budget
instructions and forms June 30 —
were released to Charter
departments on the deadline for
“Inside Metro” the Council
WEBudget intranet site. to pass
balanced
December 4, 2006 budget and
through January 5, property
2007 = Depar'_[ments tax levy
submitted their ordinances.
operating and capital
budget proposals July 1,
and revenue estimates to the OMB and the Planning 2007 — June 30, 2008 — Fiscal year 2007-08. Agencies
Commission in the WEBudget system. provide services to customers and citizens. The budget
may be amended as permitted by the Charter, the budget
January 23 through February 14 — The Finance Director ordinance, and internal controls.
met individually with agencies and OMB staff to discuss
budget issues and priorities. Late 2007 — An Independent CPA firm conducts the annual
audit for FY 2007.
March 14 & 16 — The Mayor and Finance Director held
hearings with agency heads to discuss budget priorities. Late autumn 2007 — The Division of Accounts issues the
Comprehensive Annual Financial Report (CAFR),
March 23 — The Mayor’s Office, Finance Director, and OMB summarizing the government's financial condition and
completed and filed the Mayor’'s Recommended Operating results of operations for Fiscal Year 2007.
Budget and tax levy ordinances.
This process is very public. All
March 23 — Finance Director Manning presented the budget hearings and council .
Mayor’'s Recommended Operating Budget to the Council. meetings are televised by the Metro S~ )
March 25 — Charter deadline to file the operating budget 3 Gpvernment ACC?SS C_hannel and etro -
and tax levy ordinances. by internet streaming video. Budge :
documents, the CAFR, and
April 3 — First reading of the Mayor's Recommended streaming video are available at
Operating Budget and tax levy ordinances by the Council. www.nashville.gov.

May 15 — Charter deadline to file the CIB.
May 15 — First reading of CIB by the Council.

June 5 — Second reading of the Mayor’s Recommended
Operating Budget and tax levy ordinances by the Council;
public hearing on the operating budget; public hearing and
adoption of the CIB on second reading.
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Financial Policies

The budget is governed by policies set out in the Charter
and by executive decision. These policies are enforced by
the Department of Finance through ongoing processes,
internal control systems, special analyses, and in the
annual independent audit.

The primary fiscal policies stated in the Charter are:

. Fiscal year - The fiscal year begins on July 1 and
ends on the following June 30. (Charter §6.01) By
custom, each fiscal year can be referenced in two ways:
by using both years (e.g., "2007-2008") or by the
calendar year in which the fiscal year ends (e.g., "FY
2008" for 2007-2008).

. Budget Preparation - The budget process
(described on the previous page) must begin by December
1. All officers and agencies must furnish such information
as the Finance Director requests in the format he or she
specifies. Agencies are entitled to a hearing before the
Director on any contemplated changes in their budgets
(86.02); this is assured through the Mayor's budget
hearings, in which all departments are generally asked to
present their budgets to the Mayor and the Director.
Operationally, most budget preparation is coordinated by
the Office of Management and Budget (OMB).

. Scope of the Operating Budget - The budget
ordinance is organized by district, fund, and account
number. Each fund’s budget must be balanced: estimated
revenues plus estimated fund balances must cover all
budgeted expenditures (86.03).

. Public Inspection - The Mayor's recommended
budget is submitted to the Council by March 25 as an
ordinance accompanied by a transmittal message. The
Metropolitan Clerk publishes the ordinance's revenue and
expenditure summaries in major local newspapers. The
operating budget, the capital improvements budget, the
budget message, and all supporting schedules are public
records in the Office of the Metropolitan Clerk and are
open to public inspection (§6.04). The OMB also prepares
a Recommended Budget Book, intended primarily for the
Council but also useful to the media and the public,
containing more information on the recommended budget.
Copies of the ordinance are available in the Clerk's office
and from the Finance Department; the budget is available
at www.nashville.gov/citizens_budget.

. Council Hearings - Once in the Council's hands, the
budget goes through three readings. Between first and
third readings, the Budget and Finance Committee holds a
public series of departmental hearings, and the Council
holds a Charter-mandated hearing for public comment
(86.05).

. Council Action - The Council may approve the
Mayor's budget, amend it, or create a substitute. They
cannot change revenue estimates except to correct errors.
A balanced budget must be approved by midnight June
30, or the Mayor's budget and proposed tax rate take
effect by default (86.06).

e Authorized Spending - Departments cannot
overspend their budgets. The amount set out in the
adopted operating budget for each organizational unit,
purpose, or activity constitutes the annual appropriation
for such item; no expenditure shall be made or
encumbrance created in excess of the otherwise unencum-
bered balance of the appropriation or allotment to which it
is chargeable (86.06).

. Property Tax Levies - The budget is accompanied
by a property tax levy ordinance that sets a tax rate
sufficient to fund the budget (86.07).

e Allotments - Annual appropriations are divided into
quarterly allotments based upon estimated needs (86.08).

¢ Administrative Impoundments - Unencumbered
funds in each account at the end of each quarter may be
un-allotted through "administrative impoundments".
These are merely allotment adjustments, not the "charter
impoundments” discussed immediately below in §6.09.

. Impoundment of Funds - If the Finance Director
certifies that the revenues or other resources actually
realized for any fund are less than was anticipated and are
insufficient to meet the amounts appropriated from such
fund, the Mayor is obligated to impound such appropria-
tions as may be needed to prevent deficit operation
(86.09). Such impoundments reduce appropriations and
allotments in order to keep the budget balanced.

e Additional Appropriations - The Council may make
appropriations in addition to the current operating budget,
but only from an existing unappropriated surplus in the
fund to which it applies (86.10). This is done by reso-
lution based on available fund balance or previously-
unbudgeted revenue.

. Intradepartmental Budget Transfers - Funds may
be transferred within a department’s expenditure budget
by the department head and the Mayor, and are available
for use when allotted (86.11). As an administrative
matter, the Deputy Finance Director also approves the
transfer.

. Interdepartmental Budget Transfers - At the end
of any quarter, the Council may by resolution transfer the
unencumbered balance of any appropriation (or any portion
thereof) to another appropriation within the same district
and fund (86.11).

. Lapse of Appropriations - At the end of the fiscal
year, all unencumbered balances of appropriations in the
current operating budget lapse into the unappropriated
fund balance or reserves of the fund or funds from which
such appropriations were made (86.12). Unencumbered
appropriations cannot be carried over from one fiscal year
to the next.

. Capital Improvements Budget Preparation - By
March 1, the Planning Commission shall begin to prepare a
Capital Improvements Budget (CIB). The CIB includes a
program of proposed capital expenditures for the ensuing
fiscal year and the next five fiscal years thereafter,
accompanied by the Commission’s report and

www.nashville.gov

Metropolitan Nashville / Davidson County FY 2008 Operating Budget A-24



Metro Nashville and its Budget

recommendations with respect to the program. By May
15, the Mayor shall submit the CIB to the Council and shall
recommend those projects to be undertaken during the
ensuing fiscal year and the method of financing them, and
shall include in the appropriate current operating budget
any projects to the financed from current revenues for the
ensuing fiscal year. By June 15, the Council shall accept,
with or without amendment, or reject, the proposed
program and proposed means of financing (86.13).

. Capital Improvements Budget Expenditures -
Expenditures for the construction of any building,
structure, work or improvement must be included in the
CIB, except to meet a public emergency (86.13).

. Capital Improvements Budget Amendments -
Amendments to the CIB may be made by recommendation
of the Mayor, Planning Commission, and two-thirds vote of
Council (86.13).

. GSD General Fund Reserve (Four Percent
Reserve Fund) - Four percent of original revenues are
deposited to the Four Percent Reserve Fund. The Mayor
and Council may appropriate money from this fund by
resolution for the purpose of equipment for any
department that derives its operating funds from the
general fund budget (§86.14).

e Advance Planning and Research Fund - The APR
Fund, established for the use of the planning commission
to prepare plans for capital projects and studies and
research, must be at least $50,000 at the start of each
year (86.14).

e USD General Fund Reserve - The Council has not
exercised its ability to create a contingent reserve fund not
to exceed five (5%) percent of the general fund revenue
of the USD (§6.14).

. Post Audit - The Council shall provide annually for an
independent audit of the accounts and other evidences of
financial transactions of the government and of every
department, office and agency. The audit shall be made
by a certified public accountant (CPA) or firm of CPAs
thoroughly qualified in governmental accounting to
perform the audit; the auditor shall be chosen by a three-
member audit board consisting of the presiding officer of
the Council, the chairman of the finance committee of the
Council, and the chairman of the board of education. The
audit report shall be available to the public and to the
press. In addition, the Council may at any time order an
examination or special audit of any department, office or
agency of the government (86.15).

. Mayor's veto power - The Mayor has line-item veto
power, that is, the ability to reduce or veto specific
appropriations or parts of appropriations within an
ordinance. The Council may override such a veto by the
affirmative vote of 28 members (85.04). The veto power
has been rarely used.

. Bond Issues - Bond issues and debt service shall be
prepared and administered in accordance with Article 7 of
the Charter (§87.01 et seq.).

e Transfer of School Funds Within School Budget -
Within the constraints of general law, the Metropolitan
Board of Public Education (MBOE) has authority over the
distribution of, and transfer of funds within, its budget
(89.12).

. Referendum as to School Budget — the MBOE may
initiate a referendum to levy additional property taxes for
schools (89.04(3)).

. No Diversion of School Funds - No funds that are
appropriated for the use of, or transferred to, the school
system shall be diverted from that use for any other
purpose (89.11).

e Transfers to School Fund from General Funds;
Borrowing Money - The Council and the Mayor may
advance cash or transfer monies from the general fund to
the school fund, provided the advance or transfer is
reimbursed the following year (89.13). An advance
involves a loan of cash with the establishment of an asset
(a receivable or a "due from") on the books of the loaning
fund and a liability (a debt or a "due to") on the part of
the recipient. A transfer would include appropriation of
one fund's revenues or fund balance to another, handled
through the budget as if it were an expenditure to one
fund and a revenue (or source of operating resources) to
the other.

Other important policies include:

. Funds Budgeted — The budget ordinance and book
contain annually-budgeted governmental operating funds,
debt service funds, enterprise funds, internal service
funds, and special revenue and other grant funds with
fiscal years beginning July 1. It does not include grant
funds with non-Metro fiscal years, capital projects, bond
funds, fiduciary funds, permanent funds, component unit
funds (unless the component unit receives significant
general fund money), and other funds with multi-year
budgets. The budgets of funds that are not included in
the annual operating budget are approved through other
processes as required by law.

e Basis of Budgeting and Accounting — All annually-
budgeted funds are budgeted using the current financial
resources measurement focus and the modified accrual
basis of accounting.

Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be
available when they are collectible within the fiscal year or
soon enough thereafter to pay liabilities of that year
(collected within 60 days of the end of the fiscal year).
Property taxes, franchise taxes, licenses, interest, and
certain portions of special assessments associated with the
fiscal year are accrued. All other revenue items are
considered to be measurable and available only when
Metro receives the cash.

www.nashville.gov

Metropolitan Nashville / Davidson County FY 2008 Operating Budget A-25



Metro Nashville and its Budget

Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to
non-vested sick pay, compensated absences and other
long-term commitments and contingencies are recorded
only when payment is due.

Actual revenues and expenditures of governmental funds
are presented in this book using the same modified
accrual basis. Actual revenues and expenditures of
proprietary funds are presented using the economic
resources measurement focus and the accrual basis of ac-
counting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year in which the
levy is assessed. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed
by the provider have been met.

e Accounting and financial reporting shall conform to
generally accepted accounting principles (GAAP) for
governments as promulgated by the Governmental
Accounting Standards Board (GASB), the federal Office of
Management and Budget, the federal Comptroller General,
and the State of Tennessee.

. Current operating costs will be financed by current
operating revenues. Only capital goods will be financed by
long-term debt, and then only as provided by the Charter.
The government shall refrain from using nonrecurring
revenue to fund ongoing operations of the three operating
funds. Nonrecurring revenue shall be those funds not
normally accrued to the benefit of the operating funds
each year, including transfers from special, enterprise, and
internal service funds. Any nonrecurring revenue received
shall be utilized to fund activities that do not require
ongoing funding or to build reserves. To protect the
financial position of this government in the event of
unexpected emergencies or unforeseen downturns in
revenue collection, fund balances will not be appropriated
in any budgetary fund unless the audited unreserved
undesignated fund balances of that fund are at least 5% of
the fund's budgeted expenditures. (Resolution R89-959
adopted 11/21/1991).

e  The government will strive to maximize service
efficiency and effectiveness to its citizen taxpayers in a
manner consistent with practices of sound financial
management.

. Revenue estimates will be realistic and accurate
without being optimistic. Operationally, this means that
estimates will be based on objective judgment and should
be 95% to 100% of actual collections without exceeding
those actual collections.

e  The government will not commit to programs with
significant future costs without first identifying those costs
and the sources of funds to finance those programs.

. Generally, the government will not use local funding
to make up for lost state and federal categorical grants.

¢ Adjustments and amendments to the operating
budget will be done in accordance with provisions of
Article 6 of the Charter.

. Staffing levels will be limited to final position counts
and FTEs noted in this book. Exceptions to this policy (as
for new grant-funded staff) are strictly regulated by the
Finance Department.

. USD tax-supported debt will be no more than 15% of
the total assessed valuation of USD property, per 8 7.08
of the Charter.

. Capital expenditures are authorized through an
annual Capital Plan. Major capital expenditures for
General Fund departments shall be funded through
issuance of bonds or notes. Smaller capital expenditures
for GSD General Fund departments shall be made from
the Four Percent Reserve Fund. Capital expenditures for
grants will be made through the grant’s operating budget.
Capital expenditures for enterprise and internal service
fund operations will be made from those funds.

. The Four Percent Reserve Fund will maintain a
minimum fund balance of $1,000,000: $500,000 by
Administration policy and an additional $500,000 by
Council policy.

e  The government will control costs by appropriate
competitive bidding (as specified in the purchasing
ordinance).

. Investments shall be made in conformance with the
government’s investment policy (available at
www.nashville.gov) and instructions given to the govern-
ment’s investment manager. Those documents establish a
hierarchy of objectives of (1) preserving principal, (2)
maintaining liquidity, and (3) maximizing return. They
also define allowable types of investments, required
collateralization, custody, internal controls, diversification,
and operation of the metro investment pool.

. Indirect Cost Planning and Recovery - Where
allowable under Federal, State and Local statutes and
grant regulations, Metro departments and agencies shall
develop an annual indirect cost recovery plan [which]
must include both cost identified in the Local Cost
Allocation Plan (LOCAP) and departmental indirect cost
allocations. Indirect costs must be recovered when funding
is made available through reimbursement or draw-down
processes, in accordance with the terms of each
departmental indirect cost rate proposal or cost allocation
plan and applicable Federal, State and Local grantor’s
regulations. Departments and agencies shall make
provisions for indirect costs in their grant budgets both
during the application submission and in the general
ledger. ... Funds collected from grantors for indirect cost
recovery shall be deposited into the General Fund based
on guidance provided by the Finance Director or his
designee.
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. Debt Management Policy establishes the objectives
and practices for debt management within Metro and
assists concerned parties in understanding Metro’s
approach to debt management. A more detailed overview
of the Debt Management Policy can be found with the Debt
Service Fund pages in Section H.

. Self Funding Policy establishes uniform guidelines for
use of self funding as a designated funding source for
capital assets that are determined to either provide cost
savings to Metro to cover the cost of funding assets or
provide specific benefits to one or more agencies such that
the cost for an asset should be recovered from the
operating budgets of the beneficiaries.

. Disallowed Cost Policy provides guidelines on ensuring
costs charged to grants are allowable and an appropriate
course of action in situations where costs are questioned.

. Grant Drawdown and Reimbursement Policy ensures
that Metro departments and agencies that are grant
recipients receive revenue as early and as often as is
allowable under the terms of the grant contract.

. Grants Management Policy establishes the
responsibilities of the Metro departments and agencies as
well as the Division of Grants Coordination in developing
funding opportunities that are well suited to local needs
while controlling costs associated with financial assistance.

. Unclaimed Property Policy establishes uniform
guidelines across Metro for the disposition of unclaimed
property.

Budget Overview

The following pages provide background information on
Metro’s revenues and ongoing expenditures. Revenue
projections and expenditure changes are discussed in the
Executive Summary at the beginning of this section.

Revenues

Deficit financing is prohibited by both Tennessee Law and
the Metropolitan Charter; expenditures must be matched
by equal dollars of revenue and appropriated fund
balances.

The operating budgets for the GSD and the USD are
supported by a variety of revenue sources. The primary
sources are presented in the Executive Summary pie chart
on page A-3 and table on page A-4. The primary sources
are discussed on the following pages.

Detailed revenue projections are included in the budget
ordinance, included in the Executive Summary.

Recent revenue trends can be seen in Appendix 1 in
SCHEDULE 1 - SUMMARY OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES.

Property Taxes

The largest single source of operating revenue is the
property tax. The property tax is authorized by the State
Constitution as an Ad Valorem (“according to value”) tax
based on the market value of property. This tax is levied
based on the assessed value of various types of property,
including:

. Real property (land, structures, and leasehold
improvements),

. Personal property (business equipment, excluding
inventories for resale), and

1998 Distribution of Real
Property Assessed Value
. 50.9% commercial
. 47.1% residential
. 2.0% multi-class, farm,
agriculture, & forest

. Public utility
property (real and
personal property
owned by utilities
and organizations
regulated by the
State).

Property tax law and policy are set by the State
Constitution, legislature, courts, and Board of Equalization.
The Legislature makes laws which govern the
administration of the tax. The State Board of Equalization
establishes rules and regulations to be followed by local
Assessors. And, the entire process is subject to court
interpretation.

The tax bill for a property is determined by:

e The appraised value of the property — what it would
bring if sold on the open market — and its
classification — whether it is used for residential,
utility, commercial, industrial or farm purposes, which
determines the percentage of assessment

e The assessment - applying the classification per-
centage against the appraised value to arrive at an
assessed value; and,

e The tax rate set by the local governing body which is
applied to the assessment to calculate your property
tax bill.

Certain types of property (governmental, religious,
charitable, scientific, educational, etc.) are exempt from
property taxes.
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How the Property Tax Works: The following diagram
shows the appraisal and budgetary process.

Market values — Market values of property are set in the
open market. Market value is the most probable price of a
piece of property in an arms-length transaction between a
willing and knowledgeable buyer and a willing and
knowledgeable seller.

Market forces
influence property
values

v

Assessor's Office
determines
appraised market
values

v

Assessor's Office
uses assessment
ratios to determine
assessed values

v

In budget process,
Council determines

tax rates sl

7 ——

Trustee applies tax
rates to assessed
values to generate
tax bills

Appraisal —The Assessor of Property’s role is to determine
the value of property so that the tax burden is distributed
equitably among all property owners. That office executes
tax policy to identify, classify, appraise and assess all
property. In Metro, the Assessor must:

. Produce an annual assessment roll—adding new con-
struction and removing demolished buildings.

. Perform site inspections of all properties to update
assessment records.

. Collect and verify sales prices for all real estate
transfers.

e Analyze sales data and property characteristics to
produce 100% appraisals in the fourth year of the
appraisal cycle.

Metro's Assessor of Property determines the appraised
value of all real and personal property in the county,
except public utilities (whose values are determined by the
State Comptroller’s Office). Appraised value is the esti-
mated market value of the property at a certain point in
time (currently 2005).

The appraised value of a property is an estimate of its
market value. Three appraisal methods are used to esti-
mate each property's market value:

e The estimated cost to replace a structure, referred to
as "replacement cost new,” adjusted for depreciation
based on the property's age and condition, yielding
the "depreciated replacement cost."

e The market value or sales prices of similar properties
that have recently sold.

e The present value of the future net income that can
be generated by that or similar properties, sometimes
called the “capitalization of income” method.

When used together, these three methods give the
appraiser the best indication of what a property is worth.
With the aid of modern computer systems, the Assessor
has adapted these traditional appraisal techniques to
produce large-scale reappraisal projects with accurate and
cost effective results.

In most years, appraised values on existing real property
do not change unless there are substantial taxable
additions or improvements to the property, the property is
rezoned, or the owner files and wins an appeal from the
county or state Board of Equalization. New construction
between reappraisals is valued at levels consistent with
tax roll appraisals of similar existing properties.

However, over time, the market values of properties may
change considerably, and at different rates. The resulting
inconsistency with the market causes some property
owners to pay taxes based on appraisals that exceeded
the current value of their property while others pay on
appraisals that reflected only a portion of the current
value.

So, in accordance with state law, the Assessor’s Office
conducts a county-wide reappraisal every four years to
bring appraised values up to current market values.
(Current law allows for reappraisals on a four-year or six-
year cycle; the Metro Assessor has chosen the former.
The last reappraisal was for tax year 2005 or FY 2006).
After the reappraisal, all properties should be appraised
consistently at 100% of their current market values.
Periodic reappraisals are designed to equalize the
appraised values of all property.

Tennessee's property tax laws protect taxpayers against
an automatic or arbitrary increase in their tax bills after a
reappraisal. Local governments must lower the tax rate to
a level which will produce the same amount of revenues
from the new appraisals as was generated from the old
rates and appraisals — except for new construction. This is
called the certified tax rate. So, under the state law, your
property tax bill can't be raised by reappraisal unless your
property value has grown more in value than the average
for all other property in the county.

In between reappraisals, the state performs a biennial
analysis of appraised values conducted for all counties in
the state. This analysis, known as a sales ratio study,
compares sales prices with appraised values to determine
both the level and equity of appraisals. However, this
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ratio is not used to increase residential property
appraisals.

Assessment: In Tennessee the assessed value upon which
taxes are levied is a fraction (percentage) of the appraisal.
The percentage varies depending on the classification of
the property, which is determined by its use. The assessed
value, not the appraised value, is applied to the tax rate to
produce a tax bill.

One of the reasons the Assessor inspects all property is to
verify how it is used. The state Constitution mandates
assessment percentages to be applied to the appraised
value of different classes of property. These percentages
are:

Property Class | Assessment Rate

Residential & Farm

* Real Property 25% of appraised value

* Personal Property 5% of appraised value

($7,500 exemption)

Commercial & Industrial

* Real Property 40% of appraised value

* Personal Property 30% of appraised value

Public Utility 55% of value set by the

State Comptroller

The appraised values are multiplied by percentages
defined in the state constitution to arrive at assessed
values, which are then multiplied by the tax rate to
determine the taxes owed. This is described in detail later
in the section on Property Reappraisal.

For example, the assessed value of a residential property
with an appraised value of $100,000 would be $25,000
(.25 X $100,000), while a commercial property of the
same appraised value would have an assessed value of
$40,000 (.40 X $100,000).

Assessments must be compiled annually on assessment
rolls for the GSD, USD, and each of the seven satellite
cities within the county.

If the value of a piece of property changes (usually
because of an improvement to or demolition of the
property), notices of the property's new appraised value,
the classification in which it is now placed, and the
resulting assessment are mailed by the Assessor. There is
a process established for appeals of the appraisal, but the
Assessor can only consider information about value, not
tax bills.

Tax rate set through budget process: The tax rate is set
through the budget process in the form of a tax levy
ordinance that is recommended by the Mayor and
approved by the Council. That ordinance (printed in the
Executive Summary of this book) sets the GSD and USD
rates per $100 of assessed value.

Tax bills are generated: The Trustee’s office prepares and
distributes tax bills based on the assessed value of each
property and the tax rate for its district.

To calculate your property tax bill, divide the assessed
value by $100 and then multiply that amount by the tax
rate. For example, a property classified as residential and
appraised at $100,000 would be assessed at $25,000 (the
$100,000 appraised value times the 25% residential
assessment ratio). With a tax rate set at $4.69, the
calculation would be:

tax = ($25,000/$100) x $4.69 per $100
= $250 x $4.69
= $1,172.50

Property tax bills are mailed to property owners and, if
taxes are paid through an escrow account, also to the
mortgage holder. This normally occurs in late September
or early October. Tax payments are due by the end of the
following February.

Office of
the Trustee

nashville, gov

mayar . mefro counal | eservices

* Trustes Home Pay Your Property Tax
® Beal Properly Tox P
= Parsonalty Taxes ._”—HIJMBE.R
® Pybilic Utility Tax mﬁ:{;&ﬂﬂﬂ
= Eroparty Tax Baliel
® Galtulate ToRos L]
* Bropery Maps
oW av

Scroll Down To Continue
® Enter Your Control Number Exactly As It Appears On Your
Tax Bill
= Enber Your Map/Parcel Number Exactly As It Appesars On
Your Tax Bill.

=

Property taxes can also be paid over the internet at
www.nashville.gov.

Metro and the state assist the elderly and disabled with
property taxes on the first $18,000 appraised value of
their homes through the Property Tax Relief program
administered by the Trustee. The program also assists
disabled veterans with the first $35,000 of assessed value
of their property.

Property Value Trends: Total assessed values are
increasing moderately.

Construction of taxable property is moderately strong.
Local growth, as measured by the value of permits issued,
is increasing (although many of those permits are for tax-
exempt projects). This is in line with a cycle that affects
both Nashville and the nation. Since about 25% of
construction is typically tax-exempt, only around 75%
adds to the tax base.
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Property Tax Rates: FY 2007 and FY2008 tax rates are
shown in the Executive Summary and in the tables on the
following pages. The combined rate is the total paid for
property in the USD; property outside the USD is taxed at
the GSD rate. Residents of the seven satellite cities within
Metro pay the GSD rate plus the rate set by that satellite
city.

Nashville’s property tax rates are currently the lowest of
the four major Tennessee cities, and competitive with
those of surrounding communities.

Historic property tax rates, tax rate changes, and property
values are presented in the following tables.

The History of Property Tax Rates table presents
historic nominal property tax rates along with a summary
of changes that have taken place.

The Property Tax Rate Changes table shows the history
and type of tax rate changes, whether from budget-
related tax increase, redistribution of the rate between
funds, changes in the fire tax or county-wide property
reappraisals.
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History of Property Tax Rates

GSD USD Totals
Debt School Debt Combined Fire
Tax Fiscal General School Service Debt GSD General Service usD Total District
Year Year Fund Fund Fund Service Total Fund Fund Total GSD+USD Transfer
1962 1963 1.36 1.78 0.56 - 3.70 1.55 0.45 2.00 5.70 -
1963 1964 1.36 1.78 0.56 - 3.70 1.55 0.45 2.00 5.70 -
1964 1965 1.36 1.78 0.56 - 3.70 1.60 0.40 2.00 5.70 -
1965 1966 1.36 1.78 0.36 - 3.50 1.66 0.14 1.80 5.30 -
1966 1967 1.40 1.78 0.32 - 3.50 1.68 0.12 1.80 5.30 -
1967 1968 1.40 1.78 0.32 - 3.50 1.60 0.20 1.80 5.30 -
1968 1969 1.40 1.78 0.32 - 3.50 1.60 0.20 1.80 5.30 -
1969 1970 1.40 1.78 0.32 - 3.50 1.60 0.20 1.80 5.30 -
1970 1971 1.40 1.78 0.32 - 3.50 1.60 0.20 1.80 5.30 -
1971 1972 1.71 2.08 0.32 - 4.11 1.60 0.29 1.89 6.00 -
1972 1973 1.63 2.08 0.40 - 4.11 1.57 0.32 1.89 6.00 -
1973 1974  ** 1.63 2.02 0.46 - 4.11 1.55 0.34 1.89 6.00 -
1974 1975 1.63 2.02 0.46 - 4.11 1.55 0.34 1.89 6.00 -
1975 1976 1.63 2.02 0.46 - 4.11 1.59 0.30 1.89 6.00 -
1976 1977 1.63 2.02 0.46 - 4.11 1.55 0.34 1.89 6.00 -
1977 1978 1.96 2.02 0.46 - 4.44 1.22 0.34 1.56 6.00 0.33
1978 1979 1.99 2.02 0.43 - 4.44 1.29 0.27 1.56 6.00 0.33
1979 1980 1.99 2.02 0.43 - 4.44 1.29 0.27 1.56 6.00 0.33
1980 1981 2.39 2.08 0.45 - 4.92 1.64 0.27 1.91 6.83 0.33
1981 1982 2.39 2.08 0.45 - 4.92 1.64 0.27 1.91 6.83 0.33
1982 1983 2.39 2.08 0.45 - 4.92 1.64 0.27 1.91 6.83 0.33
1983 1984 2.39 2.08 0.45 - 4.92 1.64 0.27 1.91 6.83 0.33
1984 1985  ** 1.11 0.96 0.21 - 2.28 0.76 0.13 0.89 3.17 0.16
1985 1986 1.45 1.09 0.35 - 2.89 0.90 0.13 1.03 3.92 0.16
1986 1987 1.45 1.09 0.35 - 2.89 0.90 0.13 1.03 3.92 0.16
1987 1988 1.47 1.07 0.35 - 2.89 0.90 0.13 1.03 3.92 0.16
1988 1989 1.97 1.24 0.43 - 3.64 1.02 0.15 1.17 4.81 0.16
1989 1990 1.97 1.24 0.43 - 3.64 1.02 0.15 1.17 4.81 0.16
1990 1991 1.97 1.24 0.43 - 3.64 1.02 0.15 1.17 4.81 0.16
1991 1992 1.92 1.29 0.43 - 3.64 1.02 0.15 1.17 4.81 0.16
1992 1993 1.92 1.29 0.43 - 3.64 1.02 0.15 1.17 4.81 0.16
1993 1994  ** 1.95 1.01 0.43 0.11 3.50 0.88 0.12 1.00 4.50 0.12
1994 1995 1.95 1.01 0.43 0.11 3.50 0.88 0.12 1.00 4.50 0.12
1995 1996 1.91 1.01 0.47 0.11 3.50 0.88 0.12 1.00 4.50 0.12
1996 1997 1.91 1.01 0.47 0.11 3.50 0.88 0.12 1.00 4.50 0.12
1997 1998 Hx 1.69 0.96 0.49 0.13 3.27 0.74 0.11 0.85 4.12 0.10
1998 1999 1.68 0.96 0.50 0.25 3.39 0.74 0.11 0.85 4.24 0.10
1999 2000 1.68 0.96 0.50 0.25 3.39 0.74 0.11 0.85 4.24 0.10
2000 2001 1.68 0.96 0.50 0.25 3.39 0.74 0.11 0.85 4.24 0.10
2001 2002 Hx 1.97 1.24 0.43 0.20 3.84 0.64 0.10 0.74 4.58 0.09
2002 2003 1.94 1.27 0.43 0.20 3.84 0.64 0.10 0.74 4.58 0.09
2003 2004 1.94 1.27 0.43 0.20 3.84 0.64 0.10 0.74 4.58 0.09
2004 2005 1.94 1.27 0.43 0.20 3.84 0.64 0.10 0.74 4.58 0.09
2005 2006 Hx 2.00 1.33 0.54 0.17 4.04 0.56 0.09 0.65 4.69 0.08
2006 2007 2.07 1.33 0.47 0.17 4.04 0.56 0.09 0.65 4.69 0.08
2007 2008 2.06 1.33 0.48 0.17 4.04 0.56 0.09 0.65 4.69 0.08

* The Fire District transfer of the GSD General Fund to the USD General Fund for fire protection.

** Reappraisals took place in tax years 1973, 1984, 1993, 1997, 2001, and 2005 (fiscal years 1973-74, 1984-85, 1993-94, 1997-98, 2001-2002, and 2005-
2006).
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Property Tax Rate Changes
GSD USD Totals
Debt School Debt Combined Fire
Tax Fiscal Type General School Service Debt GSD General Service uUsbD Total District*
Year Year Chng Fund Fund Fund Service Total Fund Fund Total GSD+USD Transfer
1971 1972 T 0.31 0.30 - - 0.61 - 0.09 0.09 0.70 -
1972 1973 D (0.08) - 0.08 - - (0.03) 0.03 - - -
1973 1974 D - (0.06) 0.06 - - (0.02) 0.02 - - -
1977 1978 F 0.33 - - - 0.33 (0.33) - (0.33) - 0.33
1978 1979 D 0.03 - (0.03) - - 0.07 (0.07) - - -
1980 1981 T 0.40 0.06 0.02 - 0.48 0.35 - 0.35 0.83 -
1984 1985 R (1.28) (1.12) (0.24) - (2.64) (0.88) (0.14) (1.02) (3.66) -
1.11 0.96 0.21 - 2.28 0.76 0.13 0.89 3.17 0.16
1985 1986 T 0.34 0.13 0.14 - 0.61 0.14 - 0.14 0.75 -
1987 1988 D 0.02 (0.02) - - - - - - - -
1988 1989 T 0.52 0.15 0.08 - 0.75 0.12 0.02 0.14 0.89 -
1988 1989 D (0.02) 0.02 - - - - - - - -
1991 1992 D (0.05) 0.05 - - - - - - - -
1993 1994 R (0.43) (0.28) (0.09) - (0.80) (0.22) (0.03) (0.25) (1.05) -
1.49 1.01 0.34 - 2.84 0.80 0.12 0.92 3.76 0.12
1993 1994 T 0.46 - 0.09 0.11 0.66 0.08 - 0.08 0.74 -
1995 1996 D (0.04) - 0.04 - - - - - - -
1997 1998 R (0.39) (0.21) (0.10) (0.02) (0.72) (0.18) (0.02) (0.20) (0.92) -
1.52 0.80 0.37 0.09 2.78 0.70 0.10 0.80 3.58 0.10
1997 1998 T 0.17 0.16 0.12 0.04 0.49 0.04 0.01 0.05 0.54 -
1998 1999 T (0.01) - 0.01 0.12 0.12 - - - 0.12 -
2000 2001 R (0.21) (0.12) (0.07) (0.03) (0.43) (0.10) (0.01) (0.11) (0.54) -
1.47 0.84 0.43 0.22 2.96 0.64 0.10 0.74 3.70 0.09
2001 2002 T 0.50 0.40 - (0.02) 0.88 - - - 0.88 -
2002 2003 D (0.03) 0.03 - - - - - - - -
2005 2006 R (0.24) (0.16) (0.04) (0.03) (0.47) (0.08) (0.01) (0.09) (0.56) -
1.70 1.11 0.39 0.17 3.37 0.56 0.09 0.65 4.02 0.08
2005 2006 T 0.30 0.22 0.15 - 0.67 - - - 0.67 -
2006 2007 D 0.07 - (0.07) - - - - - - -
2007 2008 D (0.01) - 0.01 - - - - - - -
Notes:
Nominal rates per $100 of assessed value from tax levy ordinances, not adjusted for appraisal (sales) or assessment ratios.
* - The Fire District transfer of the GSD General Fund to the USD General Fund for fire protection .
** - Reappraisals took place in tax years 1973, 1984, 1993, 1997 and 2001 (fiscal years 1973-74, 1984-85, 1993-94, 1997-98 and
2001-2002).
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Property Tax Base, Assessment, Levy, and Appraisal Ratios
Property Taxes
Tax Fiscal Tax Base Assessment (billions) Tax Levy (in millions) % Uncol- Appraisal

Year Year (billions) GSD USD GSD UsD Total lected Ratio
1962 1963
1963 1964 nfa $ 0.771 $ 0.471 285 $ 9.3 37.8 2.79%
1964 1965 n/a 0.804 0.486 29.7 9.7 39.5 2.42%
1965 1966 n/a 0.845 0.505 29.5 9.1 38.6 2.79%
1966 1967 n/a 0.898 0.529 31.3 9.5 40.8 2.46%
1967 1968 n/a 0.951 0.556 33.3 10.0 43.3 2.14%
1968 1969 n/a 1.004 0.581 35.1 10.4 45.5 2.01%
1969 1970 n/a 1.135 0.655 39.6 11.7 51.3 4.04%
1970 1971 n/a 1.242 0.712 43.5 12.8 56.3 5.95%
1971 1972 n/a 1.298 0.728 53.6 13.9 67.5 3.79%
1972 1973 n/a 1.365 0.736 56.3 14.0 70.3 4.08%
1973 1974  ** n/a 1.449 0.765 58.7 15.3 74.0 5.33%
1974 1975 n/a 1.590 1.009 64.3 18.7 83.0 4.63%
1975 1976 n/a 1.670 1.056 68.1 19.8 87.9 4.70%
1976 1977 n/a 1.726 1.087 70.5 20.4 90.9 4.99% 0.6500
1977 1978 n/a 1.742 1.266 72.9 23.7 96.6 4.48% 0.6500
1978 1979 n/a 1.794 1.328 74.9 25.0 99.9 3.13% 0.6660
1979 1980 n/a 1.868 1.376 78.0 25.9 103.9 4.03% 0.6100
1980 1981 n/a 1.940 1.428 90.3 32.0 122.4 3.06% 0.6100
1981 1982 n/a 1.955 1.435 91.0 32.2 123.2 3.19% 0.4480
1982 1983 n/a 2.020 1.487 94.0 33.4 127.4 3.07% 0.4480
1983 1984 n/a 2.060 1.521 96.2 34.3 130.4 2.54% 0.4305
1984 1985  ** n/a 4.497 3.298 96.8 34.5 131.3 3.68% 1.0000
1985 1986 n/a 4.944 3.606 132.2 41.4 173.5 2.65% 0.9476
1986 1987 n/a 5.159 3.749 143.1 44.6 187.7 3.18% 0.9476
1987 1988 n/a 5.644 4.089 156.6 48.7 205.2 6.26% 0.8138
1988 1989 $ 21.405 5.920 4.271 208.7 56.8 265.5 5.02% 0.8138
1989 1990 23.350 5.985 4.259 211.1 56.6 267.7 5.70% 0.7766
1990 1991 23.979 6.132 4.561 215.9 60.7 276.6 5.83% 0.7766
1991 1992 23.986 5.975 4.408 210.4 58.6 269.1 6.35% 0.7767
1992 1993 23.711 6.032 4.438 212.5 59.0 271.5 4.92% 0.7767
1993 1994  ** 24.155 7.646 5.536 261.7 62.0 323.7 4.67% 1.0000
1994 1995 24.555 7.809 5.543 266.7 62.1 328.8 3.04% 1.0000
1995 1996 26.686 7.949 5.567 271.5 62.4 333.9 2.87% 0.9054
1996 1997 27.908 8.193 5.692 279.9 63.7 343.7 2.97% 0.9054
1997 1998 ** 33.706 10.648 7.303 340.9 69.4 410.3 3.46% 1.0000
1998 1999 34.408 10.896 7.491 361.8 71.1 433.0 3.65% 1.0000
1999 2000 38.576 11.087 7.579 368.2 72.0 440.2 3.61% 0.9098
2000 2001 39.576 11.390 7.752 378.4 73.6 452.0 3.50% 0.9098
2001 2002  ** 42.634 13.373 9.029 504.5 75.8 580.4 3.85% 1.0000
2002 2003 42.989 13.463 9.022 508.9 74.9 583.8 3.90% 1.0000
2003 2004 45.151 13.280 8.792 502.1 73.0 575.0 3.27% 0.9455
2004 2005 45.746 13.432 9.168 507.5 76.1 583.6 3.08% 0.9455
2005 2006 50.477 15.534 10.514 619.2 76.7 695.5 3.28% 1.0000

* Assessment - 2003 assessment estimate from budget assed value and Tax Levy.

** Tax Levy - Assessment per $100 x Tax Rate

*** Appraisal Ratio - Assessed value and market value.

Source:

Comprehensive Annual Financial Report
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Local Option Sales Tax

Local option sales tax collections provide the second
largest source of revenue to the operating budget.
Nashville's 9.25% sales tax rate consists of a 2.25% local
option tax and a 7.00% state tax (the total rate is 8.25%
on unprepared food, because the state rate for such food
is 6.00%). The tax is levied on all retail sales in Davidson
County, although the local portion is limited to the first
$1,600 of the cost of each item.

By state law, at least 1/2 of the local sales tax must be
allocated to schools. Metro allocates 2/3 to schools
(including schools debt service) and 1/3 to the general
funds - most to the GSD, and a small amount to the USD.

The local option rate can be raised by referendum. The
last two increases were implemented in lieu of property
tax increases.

Local Option Sales Tax Function Total
Rate History Schools General Rate
to June 1965 -0- -0- -0-
July 1965 — Sept. 1968 1.00% -0- | 1.00%
Oct. 1968 — Sept. 1980 1.50% -0- | 1.50%
Oct. 1980 — present 1.50% 0.75% 2.25%

Sales and sales taxes should reflect economic activity at
the national and local levels, although some activities are
not subject to the tax. Each 1% of growth generates
$1.5 million government-wide and about $460,000 in the
GSD General Fund.

State & Federal Revenues

Major sources of revenue from the State of Tennessee are
equalizing funds for education (based on average daily
school attendance), healthcare-related revenues, and
Metro's share of the gasoline tax. Most of these funds are
categorical, being tied to specific functions and services.

The primary sources of federal funds received by Metro
are categorical grants such as education funding, Title XX,
Title 111, and USDA nutrition funds; and reimbursements
for services provided by Metro agencies such as the Health
Department and Social Services. Most federal funds
(including the entire Schools Special Grants Fund) are
nondiscretionary, in that their receipt requires Metro to
carry out certain specified programs. Unrestricted grants
such as revenue sharing are now rare.

Federal funds received by the government are subject to
federal government single audit provisions. These
provisions provide that grants are audited as part of the
city's annual independent audit. In an effort to properly
reflect federal and state revenues that may be subject to
such audit, the Finance Department has reclassified many
revenues from other categories to this "State and Federal”
category.

The Finance Department has moved most grant revenues
and expenditures from the general funds to various grant
special revenue funds since FY 2000.

Distribution of Local Option Sales Tax Collections

300,000,000

B Debt Service - GSD
250,000,000 DO General Fund - USD
OGeneral Fund - GSD
B Schools Debt Service
@ Schools

200,000,000

150,000,000

Sales Tax Dollars Collected

84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07
Fiscal Year

Sources: FY '84-'05 Comprehensive Annual Financial Reports;
FY06 and FY-07 final budget ordinances
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Other Local Revenues

The Metropolitan Government generates various revenues
locally.

Licenses and Permits include the Business Tax, Wholesale
Beer Tax, Motor Vehicle Regulatory License, Hotel
Occupancy Privilege Tax, and building permit and
franchise fees.

Charges for Current Services are derived from user fees
and charges levied in return for specific services provided
by Metro. Among the many fees and charges collected are
revenues generated for health services, parking fees,
ambulance fees, dog registration charges, vehicle emission
test charges, fees for the use of parks facilities, and waste
disposal fees. Most of these fees are set by Metro, by the
Council or by action of oversight boards and commissions.

Fines, Forfeitures, and Penalties are collected by the
various court clerks, the Sheriff, and the Police
Department for fines, court costs, Sheriff's fees, DUI
safety education, litigation taxes, and proceeds from
confiscated property.

Revenue from the Use of Money or Property includes
interest on investments and the rental of Metro-owned
land and buildings. Metro investment practices emphasize
safety, prudence, and liquidity; the government does not
engage in speculative high-risk investments such as
derivatives.

Commissions and Fees from Certain Officials consist of
processing charges for services provided by the clerks of
the courts and by the County Register. These fees are
generally set by Metro or the state.

Transfers from Other Funds

Transfers may be made into the general funds of the GSD
or USD from time to time from surpluses that have
accumulated in certain special and working capital funds.
Transfers are also made to reimburse various funds for
services that are provided by those funds but are rightfully
chargeable to another fund.

The FY 2008 recommended budget continues to include
the transfer of $3.2 million from the GSD General Fund to
the GSD Debt Service Fund to help fund the stadium
financing package; this amount is approximately
equivalent to the former GSD General Fund’s 1¢ share of
the Hotel Occupancy Tax (see the description of that fund
in Section H).*

1 The $4 million Water Services in-lieu-of-taxes component of the stadium
package does not affect the six budgetary funds. In that component, Water
Services will make monthly payments into the stadium indenture revenue
fund. From that fund, Metro will make monthly debt service payments to the
bond trustee, who makes semiannual interest payments and annual principal
payments to the bondholders.

Fund Balances

Fund balances are the difference between the
government's assets and liabilities. They result from
receiving more revenue than estimated and/or expending
less than budgeted in prior years. They provide some
protection against unexpected expenditures or revenue
losses, and help to stabilize the government's finances.

Fund balances frequently increase by the end of the year
due to actual revenues being higher than actual
expenditures, often because of unspent appropriations
and/or higher-than-estimated revenue collections. Metro's
budget does not propose formally saving any money to
increase unrestricted fund balances. However, for the first
time, the budget does anticipate expenditure savings
during the fiscal year, and uses a portion of that to
support the overall budget instead of further building up
fund balances.

Management policy is that fund balances should remain at
least 5% of expenditures for the general and schools
funds, and that they should not be used to support
recurring expenditures. The budget typically appropriates
a portion of fund balances from prior fiscal years to fund
operations of the budgeted fiscal year, and holds
remaining balances in reserve for contingencies or future
appropriation.

Conclusion

We anticipate revenues sufficient to fund budgeted
expenditure appropriations in FY 2008, and revenue
estimates to be within the 5% range (95% accuracy)
considered normal in municipal finance.
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Expenditures

The budget ordinance defines the operating budgets of the
two general funds by department. It defines the operating

budgets of the other budgetary and non-budgetary funds
at the fund level, with a few funds (such as debt service
and the Waste Management Fund) defined at more
detailed levels.

Normal Cost Increases

The budget began with FY 2008 projections equal to
departments’ FY 2007 budgets. The budget was initially
projected with no inflation or other increases. During the
process, adjustments were made as follows:

¢ Adjustments for grant funding changes in FY 2007.

. Elimination of FY 2007 nonrecurring budgeted
expenditures from the 2008 projections.

. Pay Plan/Benefit Increase — $16,094,800

. Fringe benefits — Costs for active employees in the
open benefit plans (FICA, medical, dental, life, and
Metro pension) are carried in departmental budgets.
Departmental fringe benefits will change during the
year due to increased pension costs effective in July,
and likely medical plan increases in January (with
increased expenditures beginning in December). The
budget to cover these increases are included in the
central Administrative accounts of the two general
funds at the beginning of the fiscal year, but funds
will not be distributed to departments’ budgets until
the actual increases are known this winter.

. Elected Officials Salary adjustment - Where
applicable, elected officials’ salaries were adjusted to
reflect the amounts estimated to be recommended for
FY 2008 by the University of Tennessee County
Technical Assistance Service (CTAS). This
recommendation is in accordance with Tennessee
Code Annotated § 8-24-102. Actual
recommendations from CTAS were not available at
the time the FY08 budget ordinance was filed.

Discretionary Service Enhancements

Expenditure numbers are presented in the budget
ordinance, which is included at the end of this executive
summary, and in the three schedules of Appendix 1; more
detail is presented in each department’s “Financial” pages.

Conclusion: Within its budget, each department must
cover all of its operating costs, including increments and
any other cost changes. The overall operating budget
maintains and improves services, and meets certain new
obligations.
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The Capital Improvements Budget and Capital Plan
Process

Capital improvements (capital expenditures) are any
expenditures requiring Council authorization regarding

the acquisition, replacement construction, renovation or
modification to any land, building, public utility,
equipment, public thoroughfare, or place of public activity;
and, which has a useful life expectancy of ten years or
greater.

Capital improvements are planned and authorized in a
process that is related to, but independent of, the
operating budget process.

The Capital Improvements Budget

As specified in 8 6.13 of the Charter, the capital
improvements budget (CIB) must be prepared annually to
“include a program of proposed capital expenditures for
the ensuing fiscal year and the next five fiscal years there-
after....” The capital improvements program is a tool for
implementing long-range policies of the General Plan
through timely scheduling of infrastructure and facilities in
coordination with general development needs.

The CIB is prepared annually by the Planning and Finance
Departments. Departments submit project requests
through the internet based WEBudget to the Planning
staff. The Finance Director and staff along with the Mayor
review the requests, edit as needed and then submit a
Recommended CIB to Council by May 15%. The Council

has 30 days to review, amend and approve by June 15™.

Areas of Emphasis
This year’s CIB has six areas of particular emphasis:

(1) Schools - continue building a strong foundation for
education through the expansion and improvement of
Nashville’s school facilities;

&)

Neighborhoods — maintain or create parks, green
spaces, gateways, and buffer zones;

(3) Public Safety — identify and support activities that
have proven effective in reducing crime and

promoting safety;

(4) Life / Safety — ADA - continue efforts to make all
Metro structures safe and in compliance with ADA

Guidelines;

(5) Restoration and Maintenance — identify and correct
the deferred maintenance and general appearance of

Metro buildings and properties; and,

(6)

Effective Government — technology, infrastructure,
and management system improvements.

The CIB is available separately from the Planning
Commission or at the Nashville.gov web site. This table
presents a summary of the CIB by department and fiscal
year.

Capital Improvement Budget by Department

% of '07-'08 % of '08-'13
Departments 2007-08 Total 2008-09 2009-10 2010-11 2011-12 2012-13 Total Total
Bordeaux Long Term Care $323,000 0.017%) $1,552,000 $433,000 2,308,000 0.055%
Convention Center 455,188,000 23.884% 471,900 1,180,000 640,000 570,000 350,000 458,399,900 10.897%
County Clerk 200,000 0.010%) 200,000 0.005%
District Energy System 8,548,500 0.449%) 3,301,000 2,000,000 2,000,000 2,000,000 17,849,500 0.424%
Emergency Communication Ctr 3,500,000 0.184% 3,500,000 0.083%
Farmer's Market 500,000 0.026% 232,000 732,000 0.017%
Finance 125,196,500 6.569% 64,957,750 58,366,250 7,695,350 500,000 256,715,850 6.103%
Fire Department 923,000 0.048% 923,000 0.022%
General Hospital 4,492,400 0.236%) 4,533,000 9,025,400 0.215%
General Services 26,529,800 1.392% 100,000 100,000 100,000 100,000 26,929,800 0.640%
General Sessions Court 200,000 0.010% 200,000 0.005%
Gulch - Cntrl Bus Improvmt Dist 5,500 0.000% 5,500 0.000%
Health 12,561,000 0.659%) 12,561,000 0.299%
Historical Commission 175,000 0.009% 175,000 0.004%
Information Technology Srvcs 13,660,800 0.717% 7,939,730 848,686 312,954 22,762,170 0.541%
Justice Integration Services 1,200,000 0.063% 1,200,000 1,200,000 3,600,000 0.086%
Juvenile Court 369,000 0.019%) 369,000 0.009%
Juvenile Court Clerk 200,000 0.010%) 200,000 0.005%
MDHA 122,950,000 6.451%| 113,400,000 101,000,000 65,000,000 402,350,000 9.565%
Metro Action Commission 953,000 0.050%) 100,000 600,000 100,000 100,000 1,853,000 0.044%
Metro Clerk 50,000 0.003%) 50,000 0.001%
Schools (MNPS) 134,513,000 7.058%) 85,483,000 69,780,000 70,601,000 60,572,000 60,965,000 481,914,000 11.456%
MTA 12,500,000 0.656% 12,500,000 0.297%
Municipal Auditorium 1,518,000 0.080%) 550,000 460,000 284,000 500,000 3,312,000 0.079%
Nashville Electric Service 70,012,000 3.674%) 71,000,000 70,000,000 211,012,000 5.016%
Parks & Rec Dept 62,073,649 3.257%) 37,229,549 26,126,303 26,436,303 25,826,303 177,692,107 4.224%
Planning 2,000,000 0.105% 2,000,000 0.048%
Police 16,831,075 0.883%) 7,796,000 24,627,075 0.585%
Public Library 24,646,400 1.293% 1,340,800 3,022,400 800,000 4,318,000 800,000 34,927,600 0.830%
Public Works 701,942,485 36.831%| 229,716,250 217,201,500 173,695,000 181,737,000 182,500,000  1,686,792,235 40.098%
Sheriff 3,410,000 0.179% 3,410,000 0.081%
Social Services 2,100,000 0.110%) 2,100,000 0.050%
Sports Authority 1,450,000 0.076% 1,450,000 0.034%
State Fair Board 923,000 0.048%) 923,000 0.022%
Water & Sewer 94,190,657 4.942% 89,948,100 77,862,000 75,673,000 5,610,000 343,283,757 8.160%
Totals $1,905,835,766 $720,851,019 _ $630,180,130 _ $423,337,607 _ $281,833,303 _ $244,615,000 _ $4,206,652,804
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Metro Nashville and its Budget

Capital Funding Sources

Metro has fourteen different types of funding for capital
projects. The “Capital Improvement Budget Funding
Sources” table and “Funding Type Distribution” graph on
this page show the amounts recommended by type and
year in the 2006-2007 to 2011-2012 CIB.

Possible funding sources for specific projects include:

. Bond and note authorizations (described in section H
of this book) for the Debt Service funds, approved by
the Council, including approved general obligation (B)
and proposed general obligation (C) notes and bonds.

. Four Percent Reserve Fund (Fund 30003 in section H
of this book) appropriations by the Council quarterly
throughout the year, including approved 4% (L) and
proposed 4% (M) funding.

. Grant operating budgets included in the operating
budget, added grant contingency transfers, or Council
resolutions denote funds as Federal (F), and State
(G). Approved community development (1) and
proposed community development (K).

. Revenue bond authorizations or operations for
enterprise-type activities, approved in the budget or
by Council resolution; including approved revenue
(D), proposed revenue (E) and enterprise (H).

. Other sources, including miscellaneous funds (A), and
approved miscellaneous funds (O), which,
individually, do not comprise major funding
categories, and from operating budget funds (P).

The proposed funding for these requests is summarized on
the following table and pie chart.

Financial Considerations

Metro’s short and medium term capital requests, as
identified by the individual departments, far exceed its
capacity to raise funds to pay for those needs.

Financial projections determine the constraints for
programming the projects according to a schedule that is
fiscally and administratively practical. The Division of
Accounts annually develops two programs based on
financial considerations:

(1) The current debt level program assumes no change in
the amount or distribution of tax rates. Projects
scheduled in this program are either committed or are
considered to have the highest priority in meeting
community needs.

(2) The essential needs program assumes additional
revenues would be available to retire general
obligation bonds, but total outstanding indebtedness
would remain below limits set by Metro.

The scale of general obligation (GO) bond funding in the
recommended program depends upon resources available
under present tax levels, but may reflect additional
funding requirements to meet priority needs. In recom-
mending a program whose funding would exceed present
tax level resources, the Commission may advise the Mayor
of estimated additional tax levy needed for debt service.
Funding Type Distribution

K L
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Capital Improvement Budget Funding Sources 2007-08 through 2012-13

FUND DESCRIPTION TYPE 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 TOTAL
Miscellaneous A $186,625,475 $135,528,730 $109,781,686 $70,762,954 $2,200,000 $60,000 $504,958,845
Approved General Obligation Bonds B 2,463,468 269,832 2,733,300
Proposed General Obligation Bonds C 1,491,439,850 399,404,189 369,566,453 274,677,653 272,153,303 181,405,000 2,988,646,448
Approved Revenue D 35,000,000 35,500,000 35,000,000 105,500,000
Federal Funds F 37,600,673 30,678,328 8,230,000 6,900,000 44,000,000 127,409,001
State Funds G 2,702,000 500,000 18,000,000 21,202,000
Enterprise H 3,170,000 471,900 1,180,000 640,000 570,000 350,000 6,381,900
Approved Community Development | 5,200,000 5,200,000
Proposed Community Development K 200,000 400,000 600,000
Approved 4% L 0
Proposed 4% M 23,424,300 1,350,000 1,760,000 1,084,000 1,300,000 800,000 29,718,300
Approved Miscellaneous o 0
Operating P 118,010,000 117,248,100 104,662,000 68,773,000 5,610,000 414,303,100
Totals by Year $1,905,835,766 $720,851,079 $630,180,139 $423,337,607 $281,833,303 $244,615,000 $4,206,652,894
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Metro Nashville and its Budget

The Capital Plan: Approval and Appropriation
The CIB is strictly a planning document; it does not appro-
priate funds, or authorize or fund any projects.

The Capital Plan is a compilation of projects from the CIB
that have been selected by the Mayor, Finance Director and
staff for recommendation to the Council for approval and
funding. The capital plan typically recommends $200 to
$300 million worth of projects that align with the Mayor’s
and Metro’s areas of emphasis described on previous pages.
The Capital Plan selects, specifies, and recommends for
funding the CIB projects to be developed.

Highlights of the Approved FY2008 Capital Plan

In June 2007, the FY 2008 proposed capital plan was pre-
sented to Council. This is the first time in four years that
the capital and operating budget were not filed together due
to the passage of a referendum requiring the operating
budget to now be filed in March each year.

The FY 2008 approved capital plan was a $240.6 million
package. The Council approved the FY 2008 capital plan
on July 17, 2007. The list of approved projects includes,
but is not limited to, the following:

. Renovations to elementary, middle and high schools.
School expansions, deferred maintenance and
technology upgrades.

e ADA Compliance and Renovations for various Metro
office buildings, including the Howard School at the
Fulton Complex.

e Renovation of the criminal justice complex, including
night court and non-secure Sheriff’s facilities.

. Upgrades in technology for the Hospital Authority and
Information Technology Services.

. Bridge, sidewalk, paving and roadway improvements
for Public Works.

. Continuation of the multi-year master plan study and
various facility improvements for the Parks and
Recreation Department; as well as year one of the
riverfront redevelopment plan.

. Continuation of the multi-year master plan study for
the Fire Department.

The remaining pages in this section list the following:

. Highlights of the major departments’ 2007-08
approved capital projects that were selected for the
Mayor’s recommended capital plan. The totals for all
the projects submitted by the listed departments are
included as well as any operating budget impact
created from the approved projects.

e A summary listing of all the departments and projects
in the 2007-2008 approved capital plan.

Operating Budget Effects
Approved capital expenditures affect the budget in three
ways.

. First, Four Percent Reserve Fund expenditures are
drawn from a reserve pool representing 4% of the
locally generated revenues to the GSD General Fund.

. Second, debt service — the repayment of principal and
interest owed on general obligation debt from the
debt service fund — is an operating budget
expenditure. The debt service budget is discussed in
section H of this book.

e  Third, potential improvements may commit Metro to
operating costs that will be reflected in future years'
departmental operating budgets. These costs are
considered in the process of considering and
approving prospective capital improvements. Costs
for completed or soon-to-be-completed capital plan
projects are identified in the department’s operating
budget. Costs for proposed or under-construction
projects are included in the Capital Improvements
Budget book. Most projects replace existing facilities
and do not create additional operating costs.

Details, program descriptions, and estimated operating
budget impacts of each prospective capital improvement
project on the operating budget are noted in the CIB.
Furthermore, if projects now underway or recently
approved will have an operating budget impact, that
impact is discussed in more detail here as well.

Summary

Capital projects are budgeted in a multi-step process. The
CIB, approved in June, before the operating budget,
proposes more capital projects than the government can
afford from all funding sources. It is from this CIB that
the individual projects will be selected, approved, and
funded in a capital plan. When complete, their operation
may or may not affect future operating budgets.

www.nashville.gov
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Metro Nashville and its Budget

Metro Nashville Public Schools (MNPS) Metro-Wide Projects
4

Capital Projects _ Capital Projects
In FY2007, the MNPS has submitted 90 capital project In FY2007, the Finance Department has submitted 44
requests totaling $363,476,000. For FY2008, MNPS capital project requests totaling $340,703,338. For
submitted 99 capital project requests totaling FY2008, Finance submitted 37 capital project requests
$481,914,000. totaling $256,715,850.
Projects approved in the FY08 Capital Plan Projects approved in the FY2008 Capital Plan
ADA Compliance $4,451,000 Fulton Complex Infrastructure $1,573,000
Middle School Athletic Fields $300,000 Roof Projects / Major Maintenance $2,675,250
Pre-K Playgrounds /Elementary Gyms $2,675,000 222 Building — Full Planning $1,800,000
A/C Middle Schools / High School Gyms $3,285,000 HeadStart Center — North Replacement  $5,096,000
New Schools and Expansions $31,192,000 EBS Accounting System Upgrades $5,000,000
Bus / Vehicle Replacements $2,860,000 ADA Compliance Project $1,500,000
Energy Savings Retrofits / Technology $32,500,000 Nashville Children’s Theatre Renovations  $482,400
Miscellaneous / Maintenance $4,500,000 West Precinct — Year 2 Design/Constrctn $669,800
Roofing $3.000,000 Demolition Projects $633,750
Total Approved Funding $84,763,000 Total Approved Funding $21,430,200
Impact to Operating Budget $438.000 Impact to Operating Budget $0

Metropolitan Transit Authority

Capital Projects

In FY2007, the Metro Transit Authority submitted 7 capital
project requests totaling $57,800,700. For FY2008, Metro
Transit Authority submitted 1 capital project request
totaling $12,500,000.

Projects approved in the FY2008 Capital Plan

Capital Items—Security/Communications $3,943,650

Music City Central $1,000,650
Access Ride Vehicles $1,000,000
Section 5307 / 5309 Funding $1.055,700
Total Approved Funding $7,000,000 Music City Central Terminal Design (MTA)
Impact to operating Budget $0
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Metro Nashville and its Budget

Fire Department

Capital Projects

In FY2007, the Fire Department submitted 7 capital
project requests totaling $32,497,000. For FY2008, the
Fire Department has submitted 5 capital project requests
totaling $923,000.

Projects approved in the FY2008 Capital Plan (Submitted
under Finance Department)

Fire Dept Master Plan Implementation Y5 $6,825,500
$6,825,500

Total Approved Funding

Police Department

Capital Projects

In FY2007, the Police Department submitted 13 capital
project requests totaling $42,882,175. For FY2008, the
Police Department has submitted 10 capital project
requests totaling $24,627,015.

Projects approved in the FY2008 Capital Plan

Police Crime Lab — Year 1 Planning $512,300
New SWAT / Bomb Squad Space $343,800
Criminal Justice Complex Renovation $2,000,000
Total Approved Funding $2,856,100

Prk and Recreation

Capital Projects

In FY2007, the Parks Department submitted 16 capital
project requests totaling $177,782,889. For FY2008, the
Parks Department has submitted 23 capital project
requests totaling $177,692,107.

Projects approved in the FY2008 Capital Plan

Master Plan-Metro Parks/Greenways $14,464,800
Riverfront Redevelopment Plan $8,000,000
Deferred Maintenance $2.,776,000
Total Approved Funding $25,240,800
Impact to operating Budget $3.315,000

Capital Projects

In FY2007, the Public Library submitted 13 capital project
requests totaling $48,455,566. For FY2008, the Library
submitted 14 capital requests totaling $34,927,600.

Projects approved in the FY2008 Capital Plan

Goodlettsville Library — Design/Construct $4,875,000

Bellevue Library — Land / Design $500,000
Total Approved Funding $5,375,000
Impact to operating Budget $577.200
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General Services

Capital Projects

In FY2007, General Services submitted 23 capital project
requests totaling $37,921,260. For FY2008, General
Services has submitted 18 capital project requests totaling
$26,929,800.

Projects approved in the FY2008 Capital Plan

Radio Upgrade System for Fire (AVL) $1,159,200
Radio Data System Upgrade $1,000,000
Equipment — Radios $762,600

Total Approved Funding $2,921,800

Public Works
Capital Projects

In FY2007, Public Works submitted 175 capital project
requests totaling $1,421,106,281. For FY2008, Public
Works has submitted 222 capital project requests totaling
$1,686,792,235.

Projects approved in the FY2008 Capital Plan

Sidewalks — Construct / Improve $5,000,000

Bridge Program — Maintenance / Repair $1,675,000

Bridge Replacements $865,000
Roadway Improvements / Paving $18,350,000
Annexation / Refinancing NES Debt $12,500,000
State Route Paving Program $1,500,000

Information Technology Services

Traffic Signal Modificat