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Report of Independent Auditor 
 
 
To the Board of Directors 
Music City, Inc. 
Nashville, Tennessee 
 
 
We have audited the accompanying financial statements of Music City, Inc. (a nonprofit organization), which 
comprise the statements of financial position as of June 30, 2021 and 2020, and the related statements of 
activities, functional expenses, and cash flows for the years then ended, and the related notes to the financial 
statements. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting polices used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Music City, Inc. as of June 30, 2021 and 2020, and the changes in its net assets and its cash flows 
for the years then ended, in accordance with accounting principles generally accepted in the United States of 
America. 
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Emphasis of Matter 
As discussed in Note 9, towards the end of December 2019, an outbreak of a novel strain of coronavirus 
(COVID-19) emerged globally. As a result, there have been various mandates and/or requests from federal, 
state, and local authorities resulting in closures of non-essential businesses, which could negatively impact 
Music City, Inc.’s operations. Although it is not possible to reliably estimate the length or severity of this outbreak 
and hence its financial impact, any significant reduction of support and revenue could negatively impact Music 
City, Inc.’s operations for an indeterminable time period. Other financial impacts could occur though such 
potential impacts are unknown at this time. Our opinion is not modified with respect to this matter. 

Nashville, Tennessee 
November 21, 2021 
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2021 2020

ASSETS

Current Assets:

Cash and cash equivalents 765,006$            63,710$              

Accounts receivable 90,460                211,725              

Prepaid expenses 815,142              77,016                

Total Current Assets 1,670,608           352,451              

Property and equipment, net 35,599                62,909                

Total Assets 1,706,207$         415,360$            

LIABILITIES AND NET ASSETS

Liabilities:

Accounts payable, trade 60,774$              272,437$            

Deferred support and revenue 1,287,142           -                          

Total Liabilities 1,347,916           272,437              

Net Assets:

Without donor restrictions 358,291              142,923              

Total Liabilities and Net Assets 1,706,207$         415,360$            

	
	



MUSIC CITY, INC. 
STATEMENTS OF ACTIVITIES 
 
YEARS ENDED JUNE 30, 2021 AND 2020 
 

 

The accompanying notes to the financial statements are an integral part of these statements. 4 

2021 2020

Support and Revenue:

Program revenue - community initiatives 844,242$            9,255,006$         

Contributions and grants 65,787                88,700                

Total Support and Revenue 910,029              9,343,706           

Expenses:

Program Services: 

New Year's Eve event 140,688              4,862,511           

July 4th event 119,385              2,590,075           

Community development 357,978              1,809,153           

Other 37,121                235,594              

Walk of Fame -                          74,887                

Total Program Services 655,172              9,572,220           

Supporting Services:

Management and general 39,489                47,121                

Total Expenses 694,661              9,619,341           

Change in net assets 215,368              (275,635)             

Net assets without donor restrictions, beginning of year 142,923              418,558              

Net assets without donor restrictions, end of year 358,291$            142,923$            
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Total Management

New Year's July 4
th

Community Program and Total 

Eve Event Event Development Other Services General Expenses

Relief programs -$                    -$                    339,637$        -$                    339,637$        -$                    339,637$        

Production and maintenance 95,266            51,668            -                      -                      146,934          -                      146,934          

Labor 13,472            49,936            -                      -                      63,408            -                      63,408            

Ceremonies and events -                      -                      16,893            37,121            54,014            -                      54,014            

Talent 30,012            2,016              -                      -                      32,028            -                      32,028            

Depreciation -                      -                      -                      -                      -                      27,310            27,310            

Fireworks -                      12,475            -                      -                      12,475            -                      12,475            

Taxes and licenses -                      -                      -                      -                      -                      8,019              8,019              

Vendor expenses 1,938              3,290              -                      -                      5,228              -                      5,228              

Professional fees -                      -                      -                      -                      -                      3,100              3,100              

Miscellaneous -                      -                      1,448              -                      1,448              1,060              2,508              

Total Expenses 140,688$        119,385$        357,978$        37,121$          655,172$        39,489$          694,661$        

Program Services
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Total Management

New Year's July 4th Community Walk of Program and Total 

Eve Event Event Development Other Fame Services General Expenses

Production and maintenance 2,665,961$     1,342,836$     -$                    -$                    25,050$          4,033,847$     -$                    4,033,847$     

Relief programs -                      1,786,246       -                      1,786,246       -                      1,786,246       

Labor 990,556          574,798          -                      -                      -                      1,565,354       -                      1,565,354       

Talent 988,415          315,000          -                      -                      -                      1,303,415       -                      1,303,415       

Vendor expenses 195,779          118,941          -                      -                      -                      314,720          -                      314,720          

Ceremonies and events -                      -                      -                      235,594          49,837            285,431          -                      285,431          

Fireworks 21,800            238,500          -                      -                      -                      260,300          -                      260,300          

Depreciation -                      -                      -                      -                      -                      -                      27,309            27,309            

Miscellaneous -                      -                      22,907            -                      -                      22,907            4,043              26,950            

Taxes and licenses -                      -                      -                      -                      -                      -                      9,469              9,469              

Professional fees -                      -                      -                      -                      -                      -                      6,300              6,300              

Total Expenses 4,862,511$     2,590,075$     1,809,153$     235,594$        74,887$          9,572,220$     47,121$          9,619,341$     

Program Services
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2021 2020

Cash flows from operating activities:

Change in net assets 215,368$            (275,635)$           

Adjustments to reconcile change in net assets to net

cash flows from operating activities:

Depreciation 27,310                27,309                

Changes in operating assets and liabilities:

Accounts receivable 121,265              (211,725)             

Prepaid expenses (738,126)             550,675              

Accounts payable - trade (211,663)             166,784              

Deferred support and revenue 1,287,142           (590,350)             

Net cash flows from operating activities 701,296              (332,942)             

Net change in cash and cash equivalents 701,296              (332,942)             

Cash and cash equivalents, beginning of year 63,710                396,652              

Cash and cash equivalents, end of year 765,006$            63,710$              
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Note 1—Nature of operations and summary of significant accounting policies 
 
Basis of Presentation – The accompanying financial statements have been prepared in conformity with 
accounting principles generally accepted in the United States of America (“U.S. GAAP”). Music City, Inc.  
(the “Organization”) was established by the Nashville Convention & Visitors Bureau (“CVB”) in 2006 as a 
Section 501(c)(3) organization to receive grants and gifts used for tax-exempt purposes. The Organization is 
chartered as a Tennessee not-for-profit corporation. Separate consolidated financial statements of CVB, which 
include the Organization, are also available. 
 
Following Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) guidance, 
the Organization is required to report information regarding its financial position and activities according to two 
classes of net assets based on existence or absence of donor-imposed restrictions. In addition, the Organization 
is required to present a statements of cash flows. 
 
The net assets of the Organization are reported as follows: 
 

Net Assets Without Donor Restrictions – Net assets that are not subject to donor-imposed restrictions and 
may be expended for any purpose in performing the primary objectives of the Organization. These net 
assets may be used at the discretion of the Organization’s management and the Board of Directors.  
 
Net Assets With Donor Restrictions – Net assets subject to stipulations imposed by donors. Some donor 
restrictions are temporary in nature; those restrictions will be met by actions of the Organization or by the 
passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the 
funds be maintained in perpetuity. The Organization had no net assets with donor restrictions at June 30, 
2021 and 2020. 

 
Contributions – In accordance with FASB ASC guidelines, contributions are considered to be available for 
unrestricted use unless specifically restricted by the donor. Amounts received that are designated for future 
periods or restricted by the donor for specific purposes are reported as increases to net assets with donor 
restrictions. When a restriction is fulfilled (that is, when a stipulated time restriction ends or purpose restriction is 
accomplished), net assets are reclassified to net assets without donor restrictions and are reported in the 
statements of activities as net assets released from restrictions. However, if a restriction is fulfilled in the same 
time period in which the contribution is received, the support is reported as increases to net assets without 
donor restrictions. 
 
Cash and Cash Equivalents – The Organization considers all highly liquid investments purchased with an 
original maturity of three months or less to be cash equivalents. 
 
Accounts Receivable – Accounts receivable at June 30, 2021 primarily consist of funds due from Nashville 
Convention and Visitors Bureau for the upcoming July 4th event and is considered fully collectible. Accounts 
receivable at June 30, 2020 consists of funds due for tornado and coronavirus (“COVID-19”) relief programs and 
is considered fully collectible. 
 
Property and Equipment – Property and equipment is reported at cost at the date of purchase, at fair market 
value at the date of gift, if the value is readily determinable, or other reasonable basis, as determined by the 
Board of Directors, if such value is unknown. Depreciation is calculated by the straight-line method to allocate 
the cost of the assets, as so determined, to operations over their estimated useful lives which is five years. 
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 
Functional Expenses – The costs of providing program and other activities have been summarized on a 
functional basis in the statements of activities. While most costs have been directly assigned to a functional 
category, certain joint costs have been allocated among program services and supporting services benefited. 
Such allocations are determined by management on an equitable basis based primarily on time and effort. 
 
The program services of the Organization are reported as follows: 
 

New Year’s Eve Event – Expenses associated with the production of a celebration and concert on New 
Year’s Eve that is free and open to the public. 
 
July 4th Event – Expenses associated with the production of a celebration and concert on behalf of the city 
of Nashville on Independence Day that is free and open to the public. 
 
Community Development – Local community relations efforts to engage with the local Nashville media and 
other hospitality organizations with shared missions. 
 
Other – Expenses associated with additional smaller events which take place in Nashville that contain a 
charitable component. 
 
Walk of Fame – Expenses associated with the creation, maintenance and celebration of the Music City Walk 
of Fame exhibit in Nashville. 

 
Taxation – The Organization is exempt from taxation under Section 501(c)(3) of the Internal Revenue Code. 
Accordingly, federal income taxes are not included in the accompanying financial statements. 
 
The Organization follows FASB ASC guidance related to unrecognized tax benefits. The guidance clarifies the 
accounting for uncertainty in income taxes recognized in an organization’s financial statements. This guidance 
prescribes a minimum probability threshold that a tax position must meet before a financial statement benefit is 
recognized. The minimum threshold is defined as a tax position that is more likely than not to be sustained upon 
examination by the applicable taxing authority, including resolution of any related appeals or litigation 
processes, based on the technical merits of the position. The tax benefit to be recognized is measured as the 
largest amount of benefit that is greater than 50% likely of being realized upon ultimate settlement. The 
Organization has no tax penalties or interest reported in the accompanying financial statements.  
 
Use of Estimates – The preparation of financial statements in conformity with U.S. GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates. 
 
Subsequent Events – The Organization evaluated subsequent events through November 21, 2021, when these 
financial statements were available to be issued. Organization management is not aware of any significant 
events that occurred subsequent to the statement of financial position date but prior to the filing of this report 
that would have a material impact on the financial statements. 
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Note 2—Revenue recognition 
 
On July 1, 2019, the Organization adopted ASC 606 using the modified retrospective approach. The 
Organization determined that there was no cumulative effect adjustment to net assets upon adoption of the new 
revenue standard as of July 1, 2019. Under ASC 606, revenue is recognized when the Organization transfers 
the promised goods or services to a customer in an amount that reflects consideration that is expected to be 
received for those goods and services. 
 
Contract Balances – Timing differences among revenue recognition may result in contract assets or liabilities.  
 
Performance Obligations – A performance obligation is a promise in a contract to transfer a distinct good or 
service to the customer and is the unit of account under ASC 606. The transaction price is allocated to each 
distinct performance obligation and recognized as revenue when, or as, the performance obligation is satisfied. 
The contract performance obligation for these revenue streams are generally satisfied at the time these services 
are provided. 
 
Revenue Recognition – Revenue (program revenue – community initiatives) is recognized as services are 
performed. 
 
Practical Expedients and Exemptions – There are several practical expedients and exemptions allowed under 
ASC 606 that impact timing and revenue recognition and disclosures. The one practical expedient the 
Organization applied in the adoption and application of ASC 606 allows the Organization to elect to treat similar 
contracts as part of a portfolio of contracts. The contracts have the same provision terms and management has 
the expectation that the result will not be materially different from the consideration of each individual contract. 
 

Note 3—Concentrations 
 
At various times during the fiscal years, the Organization’s cash and cash equivalent balances may exceed the 
federally insured limits. The cash and cash equivalents are deposited with one financial institution. Cash and 
cash equivalents exceeded federally insured limits by approximately $744,000 at June 30, 2021. 
 
The Organization received approximately 22% and 69% of total support and revenue from CVB for the years 
ended June 30, 2021 and 2020, respectively.  
 
Note 4—Prepaid expenses 
 
Prepaid expenses relate primarily to activities surrounding the July 4th event. 
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Note 5—Property and equipment 
 
Property and equipment consists of the following as of June 30: 
 

2021 2020

Vehicles 59,947$      59,947$      

Furniture and fixtures 76,600        76,600        

136,547      136,547      

Less accumulated depreciation (100,948)     (73,638)       

35,599$      62,909$      

Note 6—Deferred support and revenue 
 
Prior to June 30, 2021, the Organization received cash payments for sponsorships and other support totaling 
$1,287,142 ($808,692 from CVB), to be used for expenses surrounding the upcoming July 4th event. These 
receipts have been included in deferred support and revenue in the accompanying statements of financial 
position. 
 
Note 7—Ceremonies and events 
 
During fiscal 2021, the Organization hosted outdoor watch parties for the public to support the Nashville 
Predators, the city’s professional hockey club, during the Stanley Cup Playoffs. During fiscal 2020, the 
Organization hosted outdoor watch parties for the public to support the Tennessee Titans, the city’s professional 
football team, during the NFL Playoffs.  
 
For the years ended June 30, 2021 and 2020, the Organization incurred total expenses of $34,424 and 
$188,833, respectively, to host these events. The expenses for these events have been included in ceremonies 
and events in the accompanying statements of functional expenses for the years ended June 30, 2021 and 
2020.  
 
Note 8—Liquidity and availability of resources 
 
The Organization regularly monitors liquidity required to meet its operating needs and other contractual 
commitments. For purposes of analyzing resources available to meet general expenditures over a 12-month 
period, the Organization considers all expenditures related to its ongoing program service activities as well as 
the conduct of services undertaken to support those activities to be general expenditures.  
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Note 8—Liquidity and availability of resources (continued) 
 
Financial assets available for general expenditure, that is, without donor restrictions or other restrictions limiting 
their use within one year of the statement of financial position comprise the following at June 30: 
 

2021 2020

Financial assets at year-end:
Cash and cash equivalents 765,006$            63,710$              
Accounts receivable 90,460                211,725              
Financial assets available to meet general 

expenditures within one year 855,466$            275,435$            

 
Note 9—Uncertainty 

 
Late in December 2019, an outbreak of a novel strain of the coronavirus COVID-19 emerged globally. As a 
result of the spread of COVID-19, economic uncertainties have arisen which could potentially impact revenue 
and operations for an indeterminable period of time. Other financial impacts could occur though such potential 
impacts are unknown at this time. It is not possible to reliably estimate the length or severity of this outbreak and 
hence its financial impact. 
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