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On The Cover:
In Mayor Corker’s May
2002 State of the City
Address, he promised that
Chattanooga city
government would become
more democratized, as
citizens from every walk of
life would have an equal
voice in calling one
number and getting one
answer for an inquiry,
suggestion or complaint.

Thus, the groundwork was
set for the establishment
of the 311 Call Center -
creating “One Call To City
Hall” for all non-emergency
inquiries or complaints.

On February 27, 2003, the
311 Center “went live.”

Results of 311 calls can
be clearly evidenced by
the following examples of
questions, responding
answers and ultimate City
Service departmental
actions to those calls.

Q: I would like to have some information about the free exercise program in Coolidge Park.
Have I called the right number?

A: Yes. I can give you that information. This is a 10-week program put on by the Parks,
Recreation, Arts and Culture Department. Classes are held on Sunday mornings at 8am at
Coolidge Park close to the stage area. The classes are held during the summer through
September. If you have internet access, you can find out about this and other activities
that may be of interest to you. Just go to www.chattanooga.gov and click on the City
Services link. Select the Parks link and you will see the information there.

Q: I’m in town on business and would like to visit some of Chattanooga’s downtown
attractions. I don’t want to rent a car, so can you recommend an alternate way to get
around?

A: I certainly can. We have a free electric Downtown Shuttle service which runs daily about
every 5 minutes from 6am to 9:30pm on weekdays, 9am to 9:30pm on Saturdays and 9am
to 8:30pm on Sundays. The buses cover a 14-block loop which includes all of our
convention hotels. We hope you enjoy your visit to Chattanooga and if you need anything
else, do not hesitate to call 311 anytime.

Q: The house next to mine is vacant and the property hasn’t been maintained all summer. Is
there a city service that can help me with this?

A: Absolutely. Neighborhood Services would be the department to handle this for you. If you
will give me some information, I will be glad to place a request for one of their inspectors
to come out and begin the process to have the lot cleaned by the owners.

Q: I travel the downtown area quite a bit and I would like to know how long all of this
construction at Riverfront Parkway is going to take. Do you have that information?

A: Yes we do have that information. The projected completion date for that project is May
2005. I know it is difficult to get around in the downtown area right now, but when all of
this is completed, it will allow for a better flow of traffic and the Riverfront project will
greatly improve that area for development. If you need help with travel directions in the
future you can call 311 and we will be glad to give you assistance.

Q: There is a traffic signal not working properly. It is staying on red too long. Can you report
this for me?

A: I certainly can. I am sorry you are experiencing difficulty. If you will give me the
intersection where the light is, I will place a request to have Traffic Operations go out and
check the timing of the light. They will be able to make the corrections as soon as they
determine the problem.

Q: Is this the number I call to report a tree down across the road?

A: Yes, this is the number. Is anyone hurt or do any emergency conditions exist as a result of
the tree falling? I am glad no one was hurt when the tree fell. Please give me the location
or closest address and I will send an emergency request for a crew from City Wide Services
Forestry Division to go out and remove the tree from the road.

Q: When it rains, my street gets flooded. There is a drainage ditch right in front of my house
and I think it is stopped up. Is there anyone who can come out and check on this problem
for me?

A: There certainly is. I will be glad to send a request to City Wide Services and they will send
a crew out to clean the storm drain for you. May I have your name, address and a phone
number where we can contact you in the event someone from that department needs to
ask any further questions regarding your request? Thank you. The tracking number for this
request is 111121.
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Mayor’s Letter
December 16, 2003

Mayor Corker oversees development of the 21st Century Waterfront
Plan as progress is made toward the $120 million expansion of the
Tennessee Aquarium.

To the Members of the City Council and the

Citizens of Chattanooga, Tennessee:

It is my great pleasure to present to you this

comprehensive annual financial report for the City of

Chattanooga for the fiscal year ended June 30, 2003.

This report details our continuing focus on

creating jobs and economic opportunity, maintaining the

fiscal integrity of our city and improving the

performance of City government. Working with the

Council, department administrators, City employees

and our citizens, we have been able to accomplish great

things for Chattanooga over this past year.

During this year, we put in place the funding that

is moving the Hope VI project forward and will result in

an $84 million transformation of the Alton Park

community. New single and multi family housing is

replacing old, dilapidated tenements, providing a catalyst

for tremendous investment from the private sector.

intro page one
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We are nearing completion on the infrastructure

of Enterprise South Industrial Park, a 1,200 acre site,

which, for the first time in many years, positions

Chattanooga as a significant site for recruitment. We

have also launched an aggressive marketing effort

designed to attract the largest number of high paying

jobs possible to the site.

The extraordinary $120 million 21st Century

Waterfront development is fully underway and will be

complete by May 2005. This effort, which does not

rely on one penny from the City’s general fund, was

created through the support of our community and

will dramatically transform our waterfront. The

Waterfront Plan includes the expansion of both the

Tennessee Aquarium and Hunter Art Museum,

improvements to the Creative Discovery Museum

and significant enhancements to public areas on the

north and south shores.

We created the Enterprise Center which houses

the economic development initiatives that are

strengthening the city’s economy. The Enterprise

Center provides our citizens with venture capital, is

helping local businesses take full advantage of our

Renewal Community designation and is leading our rail

initiative. We have created the Connect the Valley

initiative designed to cause our city to take better

advantage of the federal research facilities that

surround us. In doing so, opportunities can be created

to turn research developed at these institutions into

products manufactured in the Chattanooga area.

We have launched OutdoorChattanooga, an

initiative that will aid the community in taking full

advantage of the tremendous outdoor activities that

abound throughout the region. From fly fishing to

hang gliding, from rock climbing to white water

rafting, from hiking to biking, the initiative will focus

on better coordinating the area’s multiple outdoor

assets and raising awareness of them among local

citizens, visitors, and businesses and individuals being

recruited to the city.

At the same time, our City government

continues to improve the efficiency and effectiveness

of the delivery of basic City services.  In 2002,

Chattanooga was one of the nation’s leaders in crime

reduction with the overall crime index down by nearly

20%. Implementation of the City’s 311 system has

democratized access to City services and provided an

important tool in evaluating and improving our

performance.

Chattanooga’s greatest resource remains its

citizens. Their self-esteem, pride and confidence is

unrivaled by any other community in the country. It is

an honor to be Mayor of a community with the self

esteem of Chattanooga—a city of citizenry who believe

they can accomplish anything that they set out to do

and who work hard each day to build a great city.

Sincerely,

Bob Corker

Mayor
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December 1, 2003

To the Honorable Mayor Bob Corker, Members of the City Council
and the Citizens of Chattanooga, Tennessee:

In compliance with state and local statutes, I am

submitting the Comprehensive Annual Financial Report

(CAFR) of the City of Chattanooga for the fiscal year

ended June 30, 2003. These ordinances and statutes

require that the City of Chattanooga issue annually a

report on its financial position and activities, and that

an independent firm of certified public accountants audit

this report.

Responsibility for both the accuracy of the data,

and the completeness and fairness of the presentation,

including all disclosures, rests with management. To

provide a reasonable basis for making these

representations, management of the City of Chattanooga

has established a comprehensive internal control

framework that is designed both to protect the City’s

assets from loss, theft, or misuse and to compile

sufficient reliable information for the preparation of the

City of Chattanooga’s financial statements in conformity

with generally accepted accounting principles (GAAP).

Because the cost of internal controls should not outweigh

their benefits, the City’s framework of internal controls

has been designed to provide reasonable rather than

absolute assurance that the financial statements will be

free from material misstatement.  To the best of our

knowledge and belief, this report is complete and reliable

in all material respects.

The City of Chattanooga’s financial statements

have been audited by Hazlett, Lewis & Bieter, PLLC, a

firm of licensed certified public accountants.  The goal

of the independent audit was to provide reasonable

assurance that the City’s financial statements are free of

material misstatement. The independent audit involved

examining, on a test basis, evidence supporting the

amounts and disclosures in the financial statements;

assessing the accounting principles used and significant

estimates made by management; and evaluating the

overall financial statement presentation.  The

independent auditor concluded that there was a

reasonable basis for rendering an unqualified opinion that

the City of Chattanooga’s financial statements for the

fiscal year ended June 30, 2003, are fairly presented in

conformity with GAAP.  The independent auditor’s report

is presented as the first item in the financial section of

this report.

The independent audit of the City’s financial

statements was part of a broader, federally mandated

“Single Audit” designed to meet the special needs of

federal grantor agencies. The standards governing Single

Audit engagements require the independent auditor to

report not only on the fair presentation of the financial

statements, but also on the audited government’s

internal controls and compliance with legal
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intro page five

requirements. Special emphasis is placed on internal

controls and legal requirements involving the

administration of federal awards. These reports are in a

separate Single Audit section.

 GAAP require that management provide a

narrative introduction, overview, and analysis to

accompany the basic financial statements in the form of

Management’s Discussion and Analysis (MD&A). This

letter of transmittal is designed to complement MD&A

and should be read in conjunction with it. The City of

Chattanooga’s MD&A can be found immediately

following the financial statement report of the

independent auditors.

Governmental Structure,
Economic Conditions and
Major Initiatives
Profile of the Government.

Founded as a ferry landing and warehouse site in

1815, the City of Chattanooga was incorporated under

State of Tennessee Private Acts of 1839. The City is the

county seat of Hamilton County and is located near the

southeastern corner of the state on the Tennessee-

Georgia border. It encompasses an area of 144.16 square

miles and a population of 155,582. The City is centrally

located in relation to other major population centers of

the southeast, being within a 150-mile radius of Knoxville

and Nashville, Tennessee; Birmingham, Alabama; and

Atlanta, Georgia. Over 11 million people live within a 2

to 2-1/2 hour drive of Chattanooga. The City is

empowered to levy a property tax on both real and

personal property located within its boundaries. It also

has the power to extend its corporate limits by annexation

in accordance with procedures under an “Urban Growth

Plan” agreed to between the city and the county.

The City operates under a Mayor/Council form of

government. The Mayor is elected at-large and is not a

member of the City Council. The Council is composed

of nine members, with each member being elected from

one of nine districts within the geographic boundaries of

the City. The Mayor and Council are elected for four-

year terms. The Mayor is the City’s chief executive officer

and oversees the operation of all City departments.

The City provides a full range of municipal services

including but not limited to fire and police protection;

sanitation services; construction and maintenance of

highways, streets and infrastructure; recreation and

cultural activities; public library; community

development; planning and zoning; neighborhood

services; social services; and general administrative

services. It also operates a storm water maintenance

program and a sewer and sewage facility system for its

residents and for other communities in southeast

Tennessee and northwest Georgia.

The annual budget serves as the foundation for the

City’s financial planning and control. The City Finance

Officer obtains information from all departments and

agencies of the City for which appropriations are made

and/or revenues are collected and compiles the operating

budget for submission to the Mayor. During the months

of May and June, the City Council hears budget requests

from the departments and agencies at its regularly

scheduled meetings.  In addition, advertised public

hearings are held to allow taxpayers’ comments prior to

final passage.  The budget is legally enacted through

passage of an ordinance with an operative date of July 1.

The appropriated budget is adopted on a departmental

basis; the legal level of budgetary control is the fund level.

Transfers of appropriations between funds require the

approval of the City Council.  The City Finance Officer

may make interdepartmental transfers within the General

Fund.  Budget-to-actual comparisons are provided in this

report for each individual governmental fund for which

an appropriated annual budget has been adopted. For

the General Fund, this comparison is presented as part

of the basic financial statements for the governmental



By May of 2005, the 21st Century Waterfront plan will
transform Chattanooga’s downtown riverfront into an
experience of new adventures.

Tennessee Saltwater
Aquarium Expansion

Trail of Tears Memorial

Grassy lawns will extend to the river’s edge
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funds. The budget-to-actual comparisons for the

remaining governmental funds with appropriated annual

budgets are presented in the governmental fund

subsection of this report.

Factors Affecting Financial
Condition

The information presented in the financial

statements may be best understood when it is

considered from the broader perspective of the specific

economic environment within which the City of

Chattanooga operates.

The City’s Economic Future.

Employment in the Chattanooga area is diverse.

The services and trades sectors now make up 32.7% and

20.4% of local employment, respectively, with

manufacturing – historically, the driving engine for the

region’s economy – making up 20.4%. Employment in the

retail service sector is driven, in part, by the presence of

Hamilton Place Mall, Tennessee’s largest, and now in its

fourteenth year of operation, remains a magnet for

millions of people. The 1.4 million-square-foot mall has

brought in many tourists and locals with a mix of new

and familiar stores, theme restaurants and movie theaters.

Thanks to the mall, the area has become a retail hotbed

with more than 15 million visitors a year.

Chattanooga is particularly well positioned to take

advantage of future improvements in the national

economy. Chattanooga enjoys strategic advantages

related to its location, strong transportation system,

natural resources and competitive cost of doing business.

As of September 2003 the local unemployment rate of

3.5% remains significantly below the national average of

6.1% and the state average of 5.4%.

The City – along with its partners in the private

sector and in County, State and the Federal government

– has systematically and strategically invested in

infrastructure, recruitment and retention initiatives and

technology.  It has continued the process of reinventing

the economy of the city in a way to meet the challenges

of the 21st century. As a result, the Chamber of

Commerce projects that within the next four years,

20,000 new jobs will come to the Chattanooga region.

Under the Mayor’s leadership, implementation of

a $120 million public-private partnership to revitalize the

City’s riverfront is well underway.  The 21st Century

Waterfront Plan (www.waterfrontchattanooga.com) will

transform the City’s downtown through the creation of

new park space, housing, commercial development and

the expansion of three of the city’s cultural gems – the

Tennessee Aquarium, the Hunter Museum and the

Creative Discovery Museum.  Redirection of Riverfront

Parkway and new pedestrian connections will increase
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Expansion of the Convention and Trade Center was
completed in 2003, adding 188,000 sq. ft. of meeting
facilities.

The City’s new 1,200-acre Enterprise South will focus on
bringing high tech jobs to Chattanooga.

Renovation of the Hunter Museum will include the
addition of an outdoor sculpture garden as well as 20,000
square feet of interior expansion.

public access to all of these improvements. Work is on

schedule for completion in May 2005.

At the same time, the City and Hamilton County

proceed on schedule with the development of Enterprise

South as a world-class industrial park. Work is almost

complete on the first phase of infrastructure at the 1,200

acre former site of the Volunteer Army Ammunition

Plant. Now, City and County officials – working with the

Chamber of Commerce – are proceeding with an

aggressive marketing and recruitment plan to encourage

firms to relocate to Enterprise South.

The City’s new Enterprise Center will focus on

efforts to bring high tech jobs to Chattanooga, building

on the city’s proximity to Oak Ridge, Huntsville and

Tullahoma and the recent establishment of the SimCenter

and Graduate School of Computational Engineering at

the University of Tennessee at Chattanooga.

The federal designation of parts of Chattanooga

as a Renewal Community has allowed businesses to

begin to take advantage of significant tax benefits for

locating there. Since the designation, 11 businesses have

received $17,644,000 in tax credits leading to the

creation of 203 new jobs.

The creation of the Southside Redevelopment

District led to a $117.7 million investment in a new

conference facility – The Chattanoogan, a state of the

art “green” City/County Development Resource Center,

a new 1,029 space parking facility and an expansion of

the Convention and Trade Center. All of these projects

are now complete. A new federal court building and

headquarters for the Electric Power Board will further

bolster development on the Southside.

 

 

 

 

Neighborhoods and quality, affordable housing

continues to be a priority in the community.  The MLK

neighborhood is on the brink of substantial revitalization

as a result of infrastructure investments and programs by
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the City, the Lyndhurst Foundation and Chattanooga

Neighborhood Enterprise. And an $84 million HOPE VI

project in the City’s Alton Park neighborhood will

produce hundreds of new units of housing and spur job

creation as well.

Performance Budgeting and Enhanced

Efficiency.

Governmentally, Chattanooga is going through a

series of changes as well. There is a new focus within

City government on efforts to both enhance the

operational efficiency and effectiveness of government

departments and government funded agencies.

Departments are being asked to “do more with less” –

with a greater focus on management and innovation to

reduce costs.  At the same time, the City has launched

a process – chattanoogaRESULTS – where timely and

accurate data is being used on a regular basis to monitor

departmental performance.

Cash Management Policies and Practices.

Cash temporarily idle during the year is invested

in commercial banks and savings and loan certificates

of deposit as well as various instruments guaranteed by

the United States Government. These instruments have

terms ranging from one week to one year. Cash idle for

a longer period of time is invested in longer-term

government securities. Due to statues of the State of

Tennessee, the City is limited in the investment

methods it may utilize. Changes in fair value of

investments is included in the statement of operations

as an income/loss.

Risk Management.

The City manages exposure to risk of loss through

several methods. Such methods include contracts with

commercial carriers for property insurance, surety bond

coverage of officials and employees, and commercial

liability coverage for specified situations. The City

assumes the risk of loss for general liability not covered

by commercial carriers. To minimize its losses, the City

has implemented various risk control techniques such

as safety inspections and safety training classes. As part

of the City’s risk management program, resources are

being accumulated in an Internal Service Fund to meet

potential losses relating to general liabilities and tort

claims. Reserves are accumulated in the General Fund

to meet potential losses for all other exposures.

Additional information on the City’s risk management

activity can be found in the notes to the financial

statements.

Pension and Other Postemployment

Benefits.

The City provides retirement benefits through

three single-employer defined benefit pension plans that

cover all employees. One plan covers general City

employees; a second plan covers employees of the

Electric Power Board; and the third covers Firemen and

Policemen. Each of these plans is maintained separately

and engages an independent actuary to calculate the

amount of annual contribution that must be made to

each plan to ensure the plans will be able to fully meet

their obligations to retired employees on a timely basis.

As a result of the City’s conservative funding policy, all

plans are fully funded.

  The City also provides post-retirement health

care benefits for certain retirees and their dependents.

As of the end of the current fiscal year, there were 787

retired employees receiving these benefits, which are

financed on a pay-as-you-go basis. Governments are not

required by GAAP to report a liability in the financial

statements in connection with an employer’s obligation

to provide these benefits. Additional information on the

City’s pension arrangements and post-retirement

benefits can be found in the notes to the financial

statements.
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F O C U S  O N

Before the 311 system, Chattanoogans had to

choose from among dozens of different phone numbers

when they were seeking City services or information.

Often times, residents would have to call four or five

different phone numbers before reaching the right one.

It was frustrating for residents, who were transferred from

number to number, and for City employees, who

frequently tried to respond to complaints or questions

without having the answers.

Since taking its first call in February 2003, 311 has

changed that.  Now, Chattanoogans have one number

to call to reach City Hall. And every week, customer

service representatives in the City’s 311 Call Center

handle approximately 3000 phone calls. There is one

number to call to report housing code violations or missed

garbage or find out the hours for recreation centers or

the landfill. The 311 Call Center can be reached 24/7 –

with City customer service representatives staffing the

center from 8 a.m. to 6 p.m. on weekdays.

311 is now the gateway for all non-emergency calls

to the City.  With a single gateway, City officials are now

– for the first time – able to track both the frequency of

complaints and the timeliness of the City’s response.

Every request for City service is now assigned a specific

number, allowing citizens to call back to 311 and find

out the status. Status can be checked on the City’s

website as well.

Chattanooga 311 has quickly become a model for

other cities. Representatives from Memphis, Nashville

and Atlanta have all traveled to Chattanooga to learn

from the City’s experience. Researchers and reporters

from other cities of a similar size – from Worcester,

Massachusetts to Evansville, Indiana – have now cited

Chattanooga as a model for increasing citizen access to

government and improving accountability.

More importantly, Chattanoogans have noticed the

change. Surveys of 311 users have found that more than

80% rated customer service as either good or excellent.

What are Chattanoogans saying?

• “It is heartening to know that there are individuals

within our local government who know what they

are doing, and more importantly, provide excellent

customer service to our citizens.”

• “I wanted to comment on what a good idea 311

is…having one number to call for everything! I am

pleased with it and 311 staff deserve a pat on the

back.”

• “I just moved here…and the 311 Center has been

most helpful to me…makes me really glad that I

moved here.”

Each year the City focuses on a department of City government describing in detail services provided.
This year’s focus is the newly implemented 311 Center, a division of the Office of Performance Review.
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The Government Finance Officers Association of

the United States and Canada (GFOA) awarded a

Certificate of Achievement for Excellence in Financial

Reporting to the City of Chattanooga, Tennessee, for its

comprehensive annual financial report for the fiscal year

ended June 30, 2002. This was the

eleventh consecutive year that the City

has received this award.  The Certificate

of Achievement is a prestigious national

award, recognizing conformance with the

highest standards for preparation of state

and local government financial reports.

In order to be awarded a

Certificate of Achievement, a govern-

ment unit must publish an easily

readable and efficiently organized

comprehensive annual financial report,

whose contents conform to program

standards. Such reports must satisfy

both Generally Accepted Accounting

Principles and applicable legal

requirements. A Certificate of

Achievement is valid for a period of one

year only.  We believe our current report

continues to conform to the Certificate of Achievement

program requirements, and we are submitting it to

GFOA to determine its eligibility for another certificate.

The City also received the GFOA Award for

Distinguished Budget Presentation for its annual

appropriated budget for each of the seven fiscal years

for which it applied. In order to qualify for the

Distinguished Budget Presentation Award, the City's

budget document was judged to be proficient in several

categories including policy documentation, financial

planning and organization.

The preparation of this report could not have been

accomplished without the professional, efficient, and

dedicated services of the entire staff of the Finance

Department and the City’s

independent public account-

ants, Hazlett, Lewis & Bieter,

PLLC. We would like to

express our appreciation to

members of various City

departments who assisted and

contributed to the preparation

of this report. Further appre-

ciation is extended to the

Mayor and the City Council

for their interest and support

in planning and conducting the

financial operations of the City

in a responsible and pro-

gressive manner.

Respectfully submitted,

David R. Eichenthal

City Finance Officer

Awards and Acknowledgements
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City Officials as of June 30, 2003

City Council:
John P. Franklin, Jr., Chairman ----------------------District 5
W. Jack Benson, Sr., Vice Chairman --------------District 4
John M. Lively --------------------------------------------District 1
Sally L. Robinson ----------------------------------------District 2
Dan B. Page ----------------------------------------------District 3
Ronald C. Littlefield -------------------------------------District 6
John R. Taylor, Sr. ---------------------------------------District 7
Leamon Pierce -------------------------------------------District 8
Yusuf A. Hakeem ----------------------------------------District 9

Courts:
John W. Millican ----------------------------------------City Court Judge
Russell J. Bean ------------------------------------------City Court Judge
Edward C. Hammonds ---------------------------------City Court Clerk

Department Administrators and Directors:
LEGAL ------------------------------------------------------Randall Nelson ----------------------- City Attorney
LEGISLATIVE ----------------------------------------------Carol O’Neal -------------------------- Clerk of the Council
PERSONNEL ----------------------------------------------Donna Kelley -------------------------- Administrator
NEIGHBORHOOD SERVICES -------------------------Kenardo K. Curry -------------------- Administrator
HUMAN SERVICES -------------------------------------Bernadine Turner -------------------- Administrator

Tommie Pruitt ------------------------ Deputy Administrator
PARKS, RECREATION, ARTS & CULTURE -------- Jerry Mitchell ------------------------ Administrator

Janice Hester ------------------------ Deputy Administrator
PUBLIC WORKS -----------------------------------------William C. McDonald, Jr. --------- Administrator

Beverly P. Johnson ------------------ Deputy Administrator
POLICE -----------------------------------------------------Chief Jimmie L. Dotson ----------- Administrator
FIRE ---------------------------------------------------------Chief Jim M. Coppinger ----------- Administrator
FINANCE & ADMINISTRATION-----------------------David R. Eichenthal ----------------- Administrator

Daisy W. Madison ------------------ Deputy Administrator
OFFICE OF PERFORMANCE REVIEW --------------David R. Eichenthal ----------------- Director

Brian Smart ------------------------------- Manager, Financial Operations
Fredia F. Kitchen ------------------------- Budget Officer
Daisy W. Madison ----------------------- Treasurer
Mark J. Keil ------------------------------- Director, Information Services
Gene D. Settles -------------------------- Purchasing Agent
Rayburn Traughber ---------------------- Administrator of Community Services
(Vacant) ------------------------------------ Director of Asset Management
Tracy Clarke ------------------------------- Risk Manager
Henry W. Yankowski --------------------- Director, Codes and Inspection
D. Lee Norris ----------------------------- Director, City Wide Services
Jerry W. Stewart ------------------------ Director, Waste Resources
Phillip Lynn --------------------------------- City Engineer
John Van Winkle ------------------------- City Traffic Engineer
Harold E. DePriest ---------------------- President and CEO, Electric Power Board
David F. Clapp ----------------------------- Director, Chattanooga - Hamilton County Bicentennial Library
Mark VanLoh ------------------------------ President, Metropolitan Airport Authority
Barry M. Bennett ------------------------ Director, Regional Planning Agency
Robert H. Colby -------------------------- Director, Air Pollution Control
(Vacant) ------------------------------------ Director, Scenic Cities Beautiful Commission

BOB CORKER, MAYOR

Michael E. Compton, Chief of Staff



Organizational Chart

Parks, Dept. Of Human
Fire Police Recreation, Finance and Services Public Works Neighborhood Performance

Department Department Arts & Culture Administration Department Department Services Dept. Personnel Review

City-Wide Better Employee Grants
Operations Patrol Arts & Culture Finance Head Start Services Housing Benefits Administration

Waste Neighborhood Risk
Detective Recreation Treasury Social Services Resources Relations & Management Audit

Support Svcs.

Support Information Child Care Codes &
Services Parks Services Programs Inspections 311 Center

Volunteer Engineering &
Internal Golf City Court Services/ Stormwater
Affairs Courses Clerk Special Projects Management

Animal Civic Traffic
Services Facilities Purchasing Management

Asset Management

Citizens of Chattanooga 

City Council MAYOR City Court Judges

Legislative Staff

Appointed Boards

Legal

C I T Y  O F  C H A T T A N O O G A

Community Development

Human Rights
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iii

Management’s Discussion and Analysis
This section of the City of Chattanooga’s annual financial report presents a narrative overview and analysis of the
City’s financial performance for the fiscal year ended June 30, 2003.  Please read it in conjunction with the transmittal
letter found at the front of this report and the City’s financial statements, which follow this section.

Financial Highlights
• The assets of the City of Chattanooga exceeded its liabilities at the close of the fiscal year by $1.80 billion (net

assets).  Of this amount, $89.6 million may be used to meet the government’s ongoing obligations to citizens and
creditors (unrestricted net assets), an $18.4 million increase over last year.

• While the net assets of our business-type activities increased $3.4 million, the net assets of our governmental
activities decreased $4.28 million or .32 percent.  The City of Chattanooga chose to implement early reporting
of infrastructure assets and opted to use depreciation rather than the maintenance method recognizing $21.5
million in depreciation expense on infrastructure assets alone for the year.

• During the year, the City generated $200.8 million in taxes and other revenues for governmental programs.  This
compares with $201.2 million of program expenses, including $32.9 million depreciation expense.

• As of the close of the fiscal year, the City’s governmental funds reported combined ending fund balances of
$129.5 million, an increase of $49.6 million in comparison to last year.

• At the end of the current fiscal year, unreserved, undesignated fund balance for the General Fund was $30.8
million, or 18.8 percent of total General Fund expenditures and transfers out.

• The City’s primary government debt increased by $65.7 million (16.5 percent) during the current fiscal year.
$55 million of the increase is a hotel-motel tax revenue pledge bond issue to finance the development of the
riverfront. The City also issued $12 million in general obligation bonds during the year.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the City of Chattanooga’s financial
statements.  The basic financial statements consist of three parts: (1) government-wide financial statements,
(2) fund financial statements, and (3) notes to the financial statements.  This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements.  The first two statements are  government-wide financial
statements.  They are designed to provide readers with both long-term and short-term information about the City’s
overall financial status in a manner similar to a private-sector business.

The government-wide financial statements are:

• Statement of Net Assets — presents information about the City’s assets and liabilities, with the difference
between the two reported as net assets.  Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating.
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• Statement of Activities — presents information showing how the City’s net assets changed during the most
recent fiscal year.  All current year revenues and expenses are taken into account regardless of the timing of
related cash flows.  Thus revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal years (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish between functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) and  other functions that are intended to
recover all, or a significant portion, of their costs through user fees and charges (business-type activities).    The
governmental activities of the City include general government, public safety, public works, parks and recreation
and social services.  The business-type activities include the City’s electric, sewer and storm water systems, as well as
solid waste disposal and housing management operations.  The Electric Power Board (EPB), although legally separate,
functions for all practical purposes as a department of the City and therefore has been included as a business-type
activity of the primary government.

The government-wide financial statements include not only the City itself (known as the primary government) but
also three legally separate entities (known as component units).  The Chattanooga Metropolitan Airport Authority,
the Chattanooga Area Regional Transportation Authority (CARTA) and the Chattanooga Downtown Redevelopment
Corporation, although legally separate from the City, are important because the City is financially accountable for
them.  Separately issued, audited financial reports can be obtained from:

Chattanooga Metropolitan Airport Authority CARTA
P. O. Box 22444 1617 Wilcox Boulevard
Chattanooga, TN 37422 Chattanooga, TN 37406

The Chattanooga Downtown Redevelopment Corporation is audited as part of the City of Chattanooga therefore
no separately issued, audited financial report is available.  However, the audited financial statements of The
Chattanoogan, one business within the corporation, is available from the City of Chattanooga Finance Department,
100 East 11th Street, Chattanooga, Tennessee 37402.

The government-wide financial statements begin on page 1 of this report.

Fund financial statements.  The fund financial statements provide more detailed information about
the most significant funds—not the City as a whole.  Some funds are required by State or Federal law or by bond
covenants; other funds are established by the City to help it control and manage money for designated or
restricted purposes (i.e. economic development projects) or to show that it is meeting legal responsibilities for
how certain taxes, grants and other monies are used (i.e. grants received from the U. S Department of Housing
and Urban Development).

All the funds of the City can be divided into three types of funds:  (1) governmental funds, (2) proprietary funds,
and (3) fiduciary funds.

• Governmental funds — The City’s basic services are included in governmental funds.  The focus of these
funds is on (1) how cash and other financial assets that can readily be converted to cash were received and used
and (2) what remains at the end of the fiscal year for future spending.  This detailed short-term view helps in
determining whether there are more or fewer financial resources that can be spent in the near future to finance
the City’s programs.  Because this information does not include the additional long-term focus of the government-
wide statements, we provide additional information after the governmental fund statement that explains the
differences between the long-term view and the short-term view.

The City maintains a general fund, multiple special revenue funds, a debt service fund and a capital projects
fund as governmental funds.  Information is presented separately in the governmental statements for the General
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Fund and the capital projects fund since both of these are considered major funds.  Data for the other funds is
combined into a single column with individual fund data for each of these nonmajor governmental funds  provided
in the supplementary section of this report.

The City of Chattanooga adopts a budget for all governmental funds.  A budgetary comparison for the General
Fund is found in the fund statements of this report; comparisons for the other governmental funds, except the
capital projects fund, are provided in the supplementary section of this report.  Budgetary comparisons for funds
with an annual budget are provided to demonstrate compliance with the budget.  The capital projects fund is
excluded since it is budgeted on a project basis.

The governmental fund financial statements begin on page 4 of this report.

• Proprietary funds — Services for which the City charges customers a fee are generally reported
in proprietary funds.  Proprietary funds, like the government-wide statements, provide both long-
term and short-term financial information. The City of Chattanooga maintains two different types of
proprietary funds:  enterprise funds and internal service funds.

Enterprise funds are the same as business-type activities in the government-wide financial statements
but provide more detail and additional information, such as cash flows.   The Electric Power Board,
Interceptor Sewer System and Solid Waste are considered major funds.  The other funds, Storm Water
and Housing Management, are combined into a single column in the proprietary fund financial
statements with individual fund data provided in the supplementary section of this report.

Internal service funds provide services for other City activities.  The City of Chattanooga accounts
for maintenance of City vehicles and risk financing in internal service funds.  Because both of these
services benefit predominantly governmental rather than business-type functions, they have been
included in governmental activities in the government-wide financial statements.

The proprietary fund statements begin on page 9 of this report.

• Fiduciary funds — These funds provide information about the financial relationships where the
City acts solely as a trustee or fiduciary for the benefit of others to whom the resources belong.  The
City is responsible for ensuring that the assets reported in these funds are used for their intended
purposes.  We exclude these activities from the City’s government-wide financial statements because
the City cannot use these assets to finance City operations.  All of the City’s fiduciary activities are
reported in separate statements of fiduciary net assets and changes in fiduciary net assets in the fund
financial statements.

The fiduciary fund financial statements begin on page 14 of this report.

Notes to the financial statements.  The financial statements also include notes that
provide additional information.  These notes are essential to a full understanding of the information
provided in the government-wide and fund financial statements.

The notes to the financial statements begin on page 18 of this report.

Other information.  In addition to the basic financial statements discussed above, this report
also presents required supplementary information about the City’s progress in funding its obligation to
provide pension benefits to its employees.
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The combining statements referred to earlier in connection with nonmajor governmental funds and
nonmajor enterprise funds are presented as additional supplementary information.  Also included as
additional supplementary information are budget to actual comparisons for governmental funds other
than the general fund and capital projects fund.

Both the required and additional supplementary information can be found following the notes to the
financial statements.

Financial Analysis of the City as a Whole
Net Assets.  Net assets may serve over time as a useful indicator of a government’s financial position.
Assets exceeded liabilities by $1.8 billion at the close of the most recent fiscal year, virtually unchanged
from last year. By far the largest portion of the City’s net assets (92 percent) reflects its investment in
capital assets (land, buildings, equipment, infrastructure, etc), less any related debt used to acquire those
assets.  Because capital assets are used to provide services to citizens the assets are not available for
future spending.

An additional portion of the City’s net assets (3 percent) represents resources that are restricted in how
they may be used.  The remaining balance of $89.6 million may be used to meet the City’s ongoing
obligations.  At the end of the fiscal year, the City of Chattanooga is able to report a positive net asset
balance for the government as a whole, as well as for its governmental and business-type activities.

In order to provide a complete picture of the net assets of the City, information is provided separately for the net
assets of governmental and business-type activities.  See the table below.
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Changes in Net Assets.  Net assets of the City’s governmental activities decreased .32 percent to $1.34
billion.  Of that balance $1.28 billion are either restricted on how they may be used or are invested in capital assets
(buildings, roads, bridges, and so on).  Therefore $62.9 million remains to meet the City’s ongoing obligations to
citizens and creditors.

During the same period the net assets of the business-type activities increased .74 percent to $463.2 million.  However
the City can only use these net assets to finance the continuing operations of the electric system, sewer system,
storm water system, solid waste disposal and housing management.

The graphs below summarize the sources of the City’s total revenues of $608.8 million and total program expenses
of $609.7 million.  These graphs include combined governmental and business-type information.
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In order to provide a complete picture of the changes in net assets of the City, information is provided separately for
the net assets of governmental and business-type activities.  See the table below.

The following will consider the operations of governmental and business-type activities separately and in greater
detail.

Governmental Activities.  Current fiscal year revenues for the City’s governmental activities were $200.8
million compared to $192.4 million last year, up 4.38 percent.  However the increase in revenues did not keep pace
with the increase in expenses.  Current year expenses were $201.2 million compared with $189.4 last year, an increase
of 6.25 percent.
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• The single largest source of governmental activity revenue, property taxes and in-lieu of tax receipts, accounted
for almost all of the revenue increase.  This was primarily due to increased property assessments and a 50 percent
increase in delinquent tax collections.

• While personnel costs rose approximately 6 percent, a hiring freeze has been in place to keep these costs under
control. The increased personnel costs were comprised of a step increase, higher health insurance premiums
and an increase in employer pension contributions.

The graphs below show the revenue generated by the programs of the City as compared with the expenses associated
with providing each service.  This will show the net cost, or the financial burden placed on City taxpayers for each
program.  Also presented are the major sources of revenue for governmental activities.

      

Revenues by Source - Governmental Activities 
(In thousands)

43%

13%

34%

9%1%

Property Tax $87,063

Other Tax $26,520

Grants $68,050

Charges $17,910

Interest $1,274
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Business-type Activities.  Revenues for the City’s business-type activities were $408.0 million for the
year just completed, an increase of  $12.2 million or 3.1 percent.  However, the same period saw a $14.2 million or
3.6 percent increase in expenses and special items to $408.4 million.

• The largest source of business-type activity revenue is generated from the Electric Power Board.  Revenue from
electric customers rose $14.0 million, 4.2 percent, while the telecommunications segment rose $2.8 million,
45.7 percent.   However total operating expenses increased $18.7 million, 5.4 percent, more than offsetting the
increase.  $11.7 million of the operating cost increase was additional power purchased as a result of the return
to more normal weather as compared to last year’s milder weather. Net assets increased by $937,000.

• Operating revenues for the Interceptor Sewer System were up $681,500 or 2.1 percent in fiscal year 2003.
However operating expenses increased $2.1 million or 8.3 percent during the same period.  Depreciation expense
was the major factor in the increase of operating costs, reflecting the recent capital expansion program. In spite
of the increase in expenses, net assets increased $1.6 million.

• As a result of an aggressive program to meet State and Federal landfill requirements, the Solid Waste Fund
remains in a negative net asset position.  The major customer of the landfill is the City itself.  Once the revenue
from the City is included (accounted for as a transfer from General Fund) operating income is $1.59 million.
However $1.61 million was transferred out to cover waste collection equipment purchases no longer accounted
for in the fund, causing a decrease in net assets for the year.

• Expenses in the Storm Water Fund were down $251,000 or 5.3 percent this year as a result of restructuring debt.
However operating revenue was down 8.2 percent or $449,000. Current year revenue exceeded expenses resulting
in a $1.2 million increase in net assets.

• The Housing Management Fund reported $1.19 million in rental income, an increase of 19.4 percent from last
year.  During the same period operating expenses increased 52.0 percent to $1.33 million with approximately
40 percent of that increase attributable to depreciation on the recently completed renovation of an elderly, low-
income apartment building.  The fund ended the year with increased net assets of $963,500 with the help of
grant revenue for renovations.

The graph below presents the major sources of revenue for business-type activities.  Also presented is a chart showing
the operating revenue generated by each business-type activity as compared with the operating expenses associated
with providing each service.

Revenue by Source 
Business-Type Activities 

(In thousands)

1%1%1%0%

Customers $403,230
Investments $2,251
Grants $2,366
General Fund $3,856
Miscellaneous $138

97%
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Financial Analysis of the City’s Funds

The City of Chattanooga uses fund accounting to help it control and manage money for particular purposes or to
demonstrate compliance with legal requirements.  The following provides a more detailed analysis of the City’s funds.

Governmental Funds.  Governmental funds focus on providing information on the near-term flow of
resources.  As the City completed the year, its governmental funds reported a combined fund balance of $129.5
million.  89.1 percent of this amount ($115.4 million) is available for day-to-day operations (unreserved fund balance).
All of the governmental funds reported a positive ending fund balance.  Information about the major governmental
funds is presented below.

General Fund.  This is the chief operating fund of the City of Chattanooga.  At the end of the current fiscal year,
unreserved fund balance was $37.2 million, of which $6.4 million is designated for future spending.  Total fund
balance of the City’s General Fund increased by 13.1 percent or $4.7 million to $40.7 million during the fiscal year.
Key factors in this growth are as follows:

• Total revenues increased by $4.1 million over the prior year. Most of this increase was due to a $3.8 million
increase in current and delinquent property tax collections. There was no increase in property tax rates.

• Expenditures and transfers to other funds, when combined, increased from $163.0 million to $164.0 million,
well below anticipated budget.

Capital Projects Fund.  This fund focuses on project-to-date costs for many projects within the City.  At the end of
the year, the fund reported $69 million in fund balance of which $10.1 million was reserved for completion of projects
already begun.  This is a $44.1 million increase from last year’s fund balance due to new debt issued during the year.

• Cash inflows for the year inclde the issuance of $68 million in bonds and $4 million received from federal, state
and county governments for projects.

• Current year expenditures of $37.8 million include $2.6 million for police technology, $3.6 million for industrial
development at Enterprise South,  $9.7 million for street and streetscape projects, and $9.2 million for the
beginning of the waterfront development.

Proprietary Funds.  As the City completed the fiscal year its proprietary funds, which include both enterprise
funds and internal service funds, had a combined fund balance of  $464.1 million.  Of this amount, $57.5 million
was available to meet on-going obligations with the majority, $406.7 million, invested in capital assets.  Information
about the major enterprise funds is presented below.
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• Net assets of the Electric Power Board increased $937,000 to $230.2 million for fiscal year 2003.  The increase
is primarily due to capital contributions of $1 million. EPB has $28.8 million available to finance day-to-day
operations (unrestricted net assets).

• The Interceptor Sewer System reported an increase of $1.6 million in net assets to $224.7 million.  $19.8 million
is unrestricted net assets, those that can be used to finance on-going operations with an additional $21.3 million
set aside for capital improvements.  Sewer service charges, the largest component of revenue, increased by
$615,000 or 2.4 percent.

• The City of Chattanooga operates a municipal solid waste landfill.  In 1991 the Environmental Protection Agency
issued an unfunded Federal mandate establishing closure and postclosure care requirements for such landfills.
To date the City has accrued liabilities of $5.4 million for a closed landfill and $3.7 million for a landfill currently
in operation; a $398,000 or 4.6 percent increase over last year.  Much of the burden of these costs is being
financed through general obligation bonds.

General Fund Budgetary Highlights.  The City’s budget ordinance provides for the basic functions
of City government, encompassing all major departments and agencies of the City.  The only differences between
original and final budgets were due to reallocations within the General Fund for these functions as authorized in the
budget ordinance.

When comparing the final budgeted revenues to actual, there was a $154,000 shortfall for the year primarily due to
reduced revenue from the State and declines in investment income.  These reduced revenues were largely offset by
the $1.1 million increase in taxes.  Expenditures were less than budgetary estimates in all departments by a combined
$4.9 million resulting in excess revenues over expenditures of $4.8 million on a budgetary basis in General Fund.
The reduction in expenditures is largely due to vacancies not filled.

Capital Asset and Debt Administration
Capital Assets.  At the end of this year, the City had $1.9 billion (net of accumulated depreciation) invested
in capital assets, an increase of 6 percent.  This investment includes land, buildings, utility system improvements,
machinery and equipment, park facilities and infrastructure.  The table below shows the investment in capital assets
by both governmental activities and business-type activities.
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This year’s major capital asset additions include:

• General infrastructure assets of $16.5 million.

• Land and work-in-progress includes $6.6 million on the 21st Century Waterfront development and $3.6 million
for development of the Enterprise South industrial park.

• Electric Power Board investment of $21.8 million in plant assets for the year.  This includes $20.4 million in
power distribution systems and $1.4 million for telecommunications.

• $16.3 million was capitalized as new infrastructure for the Interceptor Sewer System.

The City’s capital improvement program anticipates spending another $153.7 million for capital projects over the
next five years for various projects.  There are plans to issue an additional $11 million in general obligation bonds
during fiscal year 2004 to help finance these projects.

More detailed information about the City’s capital assets is presented in the notes to the financial statements.

Debt.  At year-end the City had $464.7 million in long-term debt outstanding.  This is a $65.7 million increase
(16.5 percent) increase over last year.  Detail is shown in the table and narrative that follow.

      

                                                         
                                           
                                                         

      

• The City of Chattanooga maintains a “AA” rating from both Standard & Poor’s and Fitch Investor’s Service for
general obligation debt.

• State statues limit the amount of general obligation debt a City can issue to 10 percent of the assessed value of
all taxable property within the City’s corporate limits.  For the current fiscal year that limit is $326.0 million.
The City’s tax-supported debt of $254.3 million is well within that limit.

During the year the City issued into the following new debt:

• General obligation refunding bonds were issued for $38.3 million in July 2002.  This was to refund $5.9 million
in governmental and $31.6 million in business-type (Interceptor Sewer System) debt.  It is expected to yield
$3.3 million in savings.
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• Hotel-motel tax revenue pledge bonds were issued in October 2002 for $55 million to fund the 21st Century
Waterfront development, a governmental activity.

• General obligation bonds of $12.2 million were issued in April 2003 for general capital improvements.  The
issue was combined with a business-type (Inerceptor Sewer System) refunding issue of $13.2 million to refund
$12.7 million with an expected savings of $652,000.

• A $37.3 million state revolving loan was approved for the Interceptor Sewer System in April 2003.  At year-end
$15.0 million had been drawn down on the project.  This was to finance sewer system projects already in progress.

More detailed information about the City’s long-term liabilities is presented in the notes to the financial statements.

Economic Factors and Next Year’s Budgets and Rates
The following factors were taken into account when adopting the General Fund budget for 2004:

• The local unemployment rate remains below the national and state rates. As of September 2003 the local
unemployment rate of 3.5 percent remains significantly below the national average of 6.1 percent and the state
average of 5.4 percent.

• A steady increase in our economic base as indicated by rising assessed valuations of $58.3 million, or 1.8 percent
over 2002.

• Interest rates on investments are expected to remain at an historical low.

• Anticipated nine percent reduction in state-shared revenues.

Anticipated revenues in the General Fund budget are $167.2 million, down 1.6 percent from the 2003 budget.
Property tax collections are expected to increase 2.7 percent in the coming year.  This growth is expected to be
offset by an anticipated intergovernmental revenue decrease of 9.3 percent.  Budgeted expenditures are expected to
decrease 2 percent to $167 million from $170 million.  With the exception of salaries and medical costs, departmental
operations are budgeted at less than the prior year.  No decrease in fund balance of the General Fund is expected
for fiscal year 2004.

As for the City’s business-type activities, we expect that the 2004 results should see a modest increase to net assets.

Contacting the City’s Financial Management
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives.  If you have questions
about this report or need additional financial information, contact:

City of Chattanooga Finance Department
100 East 11th Street
Chattanooga, Tennessee 37402
(423) 757-5232
www.chattanooga.gov
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City of Chattanooga

Department of
Finance & Administration

400 City Hall Annex

Chattanooga, TN 37402

423-757-5232

www.chattanooga.gov
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