SISTER CITIES OF NASHVILLE, INC.

NASHVILLE, TENNESSEE

FINANCIAL STATEMENTS
AND
INDEPENDENT AUDITOR’S REPORT

JUNE 30, 2020




SISTER CITIES OF NASHVILLE, INC.

NASHVILLE, TENNESSEE

FINANCIAL STATEMENTS
AND
INDEPENDENT AUDITOR’S REPORT

JUNE 30, 2020

CONTENTS
PAGE
INDEPENDENT AUDITOR’S REPORT ...ttt ieeteesie sttt ee st ste e st sseeaesnesneesaesneeneenees 1-2
FINANCIAL STATEMENTS
Statement of Assets and Net ASSetS (CaSh BaSIS)......ccccivieirriiieiieisesiseses s s 3
Statement of Revenues, Expenses and Changes in Net Assets (Cash Basis)........ccccovveerrneinereeenene 4
Statement of Functional EXpenses (Cash BasSiS) ........cccouirrrirrieenininieesisise e 5

INOLES t0 FINANCIAL STALEIMENES ......veei ettt et e sttt e st e st e e ettt eseeesasaeessseesaseesassessaseseaseeesnreesanneesareesns 6-11



KraftCPAs

PLLC

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Sister Cities of Nashville, Inc.
Nashville, Tennessee

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of Sister Cities of Nashville, Inc. (the
“Organization”), which comprise the statement of assets and net assets (cash basis) as of June 30, 2020, and
the related statements of revenues, expenses and changes in net assets (cash basis) and functional expenses
(cash basis) for the year 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 the cash basis of accounting described in Note 2; this includes determining that the cash
basis of accounting is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit 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 Organization’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 Organization’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets and
net assets of Sister Cities of Nashville, Inc. as of June 30, 2020, and its revenues, expenses and changes in
net assets for the year then ended in accordance with the cash basis of accounting as described in Note 2.

BASIS OF ACCOUNTING

We draw attention to Note 2 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not modified with
respect to this matter.

Pof A PULC

Nashville, Tennessee
March 10, 2021



SISTER CITIES OF NASHVILLE, INC.

STATEMENT OF ASSETS AND NET ASSETS
(CASH BASIS)

JUNE 30, 2020

ASSETS

Cash $ 134,138

NET ASSETS

Net assets without donor restrictions $ 134,138

See accompanying notes to the financial statements.
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SISTER CITIES OF NASHVILLE, INC.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2020

(CASH BASIS)

SUPPORT AND REVENUE

Contributions

Membership revenues

Fundraising events

Government grant

Student exchange fees

Paycheck Protection Program grant

TOTAL SUPPORT AND REVENUE
FUNCTIONAL EXPENSES
Program services

Management and general
Fundraising

TOTAL FUNCTIONAL EXPENSES

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to the financial statements.

WITHOUT DONOR
RESTRICTIONS

$ 14,619
6,485

52,244

80,000

20,395

12,917

186,660

105,691
19,055
23,300

148,046

38,614

95,524

$ 134,138




SISTER CITIES OF NASHVILLE, INC.

STATEMENT OF FUNCTIONAL EXPENSES

(CASH BASIS)

FOR THE YEAR ENDED JUNE 30, 2020

Executive director labor

Executive director international program travel
Student exchange labor

Hosting of delegation visits

Student exchange scholarships and travel costs
Administration

Event expenses

Financial transaction fees

Membership meeting

Mileage

Professional fees

Publicity

International dues and conference

Totals

See accompanying notes to the financial statements.

Program Services

Supporting Services

City Partnerships,

Nashville Partnerships  Management
and and
Student Exchanges General Fundraising Total
$ 61,476 $ 7,685 $ 7,685 $ 76,846
1,718 - - 1,718
12,920 - - 12,920
5,969 - - 5,969
17,358 - - 17,358
1,850 5,179 370 7,399
- - 12,845 12,845
- - 1,210 1,210
- 1,809 - 1,809
1,632 91 91 1,814
- 3,357 373 3,730
- 242 726 968
2,768 692 - 3,460
$ 105,691 $ 19,055 $ 23,300 $ 148,046




SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - ORGANIZATION AND GENERAL
Sister Cities of Nashville, Inc. (the “Organization”) was organized as a Tennessee not-for-profit
corporation in 1990 to foster understanding among citizens of Nashville and other cultures of the

world through its exchanges, cultural programs and community partnership. The mission of the
Organization is to promote peace through mutual respect, understanding and cooperation.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements are prepared on the cash basis of accounting, which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America (“GAAP”). Revenues and support are recognized when collected rather than
when incurred. Expenses are recognized when paid rather than when incurred. Donated goods and
services that meet the GAAP recognition criteria are not recorded.

Revenues and support are classified as net assets with donor restrictions and net assets without donor
restrictions, based on the existence or absence of donor-imposed restrictions, 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 and
grantors. 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. There were no net assets
with donor restrictions at June 30, 2020.

Donor restricted contributions are reported as increases in net assets with donor restrictions. When
a restriction expires, net assets are reclassified from net assets with donor restrictions to net assets
without donor restrictions in the Statements of Assets and Net Assets (cash basis). If a restriction
is fulfilled in the same time period in which the contribution is received, the support is reported as
increases in net assets without donor restrictions.



SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Support and Revenue

Contributions received are recorded as net assets without donor restrictions or net assets with donor
restrictions, depending on the existence and/or nature of any donor-imposed restrictions. Support
and revenue are recognized upon receipt under the cash basis of accounting.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements 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.

Income Taxes

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes has been made.

The Organization files U.S. Federal Form 990 for organizations exempt from income tax.

Management performs an evaluation of all income tax positions taken or expected to be taken in the
course of preparing the Organization’s income tax returns to determine whether the income tax
positions meet a “more likely than not” standard of being sustained under examination by the
applicable taxing authorities. Management has performed its evaluation of all income tax positions
taken on all open income tax returns and has determined that there were no positions taken that do
not meet the “more likely than not” standard. Accordingly, there are no provisions for income taxes,
penalties or interest receivable or payable relating to uncertain income tax positions in the
accompanying financial statements.



SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Program and Supporting Services

The following program and supporting services are included in the accompanying financial
statements:

Program Services

City Partnerships - Nashville enjoys sister city and friendship partnerships with Belfast,
Northern Ireland; Caen, France; Edmonton, Canada; Kamakura, Japan; Magdeburg, Germany;
Mendoza, Argentina; Taiyuan, China, Tamworth, Australia, and Chengdu, China. In 2020, the
Organization’s members were able to enjoy and participate in civic, professional and cultural
exchanges to and/or from Belfast, Northern Ireland; Caen, France; Edmonton, Canada;
Magdeburg, Germany; Taiyuan, China; Kamakura, Japan; Mendoza, Argentina, Tamworth,
Australia, and Chengdu, China.

Student Exchanges - The Student Ambassador program involves area public and private high
school students in hosting or traveling abroad to our sister city partners. In 2020, in-person
exchanges were cancelled due to the Covid-19 pandemic and travel restrictions. However, over
150 students in Nashville participated in virtual language exchanges with students from
Mendoza, Argentina; Chengdu, China; and Caen, France; and Sister Cities of Nashville hosted
5 classroom exchanges between classrooms in Nashville and Mendoza, Argentina; Magdeburg,
Germany; and Caen, France. Additionally, the organization has a Youth Advisory Board that
involves approximately 20 public and private high school students. These students advise the
Student Exchange committee; volunteer at Sister Cities events; and actively promote Sister
Cities programs and exchanges in their schools, and participate in programming focused on
diversity and inclusion.

Nashville Partnerships - The Organization engaged in partnerships during the 2020 fiscal year
with a variety of cultural, educational, sports and non-profit organizations and institutions in the
Nashville area, which included public and private high schools, Vanderbilt University, Belmont
University, Tennessee State University, Nashville Public Library, Women's Political
Collaborative of Tennessee, Tennessee World Affairs Council, Nashville Predators, Oasis
Center, Girl Scouts of Middle TN, Nashville Convention & Visitors Corp, Nashville Cherry
Blossom Festival, Japan American Society of TN, Nashville Bar Association, and Country
Music Hall of Fame.




SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Supporting Services

Management and General - relates to the overall direction of the Organization. Activities
include organization oversight, business management, recordkeeping, financing, and board
operations.

Fundraising- includes costs of activities directed toward appeals for financial support, including
special events. Other activities include the creation and distribution of fundraising materials.
These costs include staff time, materials and other related expenses.

During 2020, the Organization presented many opportunities and experiences for Nashvillians
that showcased their programs with various sister cities. These events included Celebrate
Nashville, Cherry Blossom Walk and Festival, World of Friendship, Edmonton-Nashville
reception, Virtual Wine and Beer Dinners with Magdeburg, Germany and Mendoza, Argentina,
and the Sister Cities annual meeting and reception.

Allocation of Functional Expenses

Costs of providing the Organization’s student exchange program, coordination with other Sister City
agencies and other activities have been summarized on a functional basis in the Statement of
Functional Expenses. Accordingly, certain costs have been allocated among the programs and
activities benefited. Costs which are not allocated to program services are classified as management
and general or fundraising expenses.

The expenses that are allocated include labor, administration, mileage, professional fees, publicity
and international dues and conference. These expenses are allocated on the basis of estimates of
time and effort.



SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Adoption of New Accounting Pronouncement

On July 1, 2019, the Organization adopted Accounting Standards Update (“ASU”) 2018-08,
Clarifying the Scope and the Accounting Guidance for Contributions Received and Contributions
Made (Topic 958), as amended, as management believes the standard improves the usefulness and
understandability of the Organization’s financial reporting. This guidance is intended to clarify
and improve the scope and the accounting guidance for contributions received and contributions
made. Key provisions in this guidance include clarification regarding the accounting for grants
and contracts as exchange transactions or contributions and improved guidance to better
distinguish between conditional and unconditional contributions. Analysis of various provisions of
this standard resulted in no significant changes in the way Organization recognizes revenue, and
therefore no changes to the previously issued audited financial statements were required on a
retrospective basis. The presentation and disclosures of revenue have been enhanced in
accordance with the standard.

Events Occurring After Reporting Date

The Organization has evaluated events and transactions that occurred between June 30, 2020 and
March 10, 2021, the date the financial statements were available to be issued, for possible
recognition or disclosure in the financial statements.

NOTE 3 - LIQUIDITY

Sister Cities of Nashville’s financial assets available to meet general expenditures in the next year
consist of a cash balance of $134,138.

NOTE 4 - CONCENTRATION OF CREDIT RISK

Support from the Metropolitan Government of Nashville and Davidson County, Tennessee
comprises 43% of the Organization’s revenue and support for the year ended June 30, 2020. A
reduction in this level of funding, if this were to occur, could have a significant impact on the
Organization’s activities.
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SISTER CITIES OF NASHVILLE, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 5 - PAYCHECK PROTECTION PROGRAM GRANT

On April 19, 2020, the Organization was the recipient of a $12,917 loan under the Paycheck
Protection Program (“PPP”). The PPP, established as a part of the Coronavirus Aid, Relief and
Economic Security (“CARES”) Act, provides for loans to small businesses to pay up to 24 weeks of
payroll costs and benefits, interest on mortgages, rent and utilities. The funds are available in the
form of a loan which is fully forgivable if at least 60% of the funds are used for payroll costs and
other conditions are met. Any unforgiven funds will convert to a note with a 1.0% interest rate and
payable over 24 months. Due to the Organization’s cash basis of accounting, the full amount of the
loan has been recognized and included as revenue as of June 30, 2020.

NOTE 6 - COVID-19

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a
“Public Health Emergency of International Concern” and on March 10, 2020, declared it to be
a pandemic. Actions taken around the world to help mitigate the spread of the coronavirus
included restrictions on travel, quarantines in certain areas and forced closures for certain
types of public places and businesses. The coronavirus and actions taken to mitigate it have
had and are expected to continue to have an adverse impact on the economies and financial
markets of many countries including the geographical area in which the Organization
operates. The Organization has experienced loss of revenues for student exchange fees,
fundraising, and membership dues. While it is unknown how long these conditions will last
and what the complete financial effect will be to the Organization, the Organization’s
leadership team continues to evaluate the evolving situation and will take appropriate
countermeasures, as needed.
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