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IInnddeeppeennddeenntt  AAuuddiittoorr’’ss  RReeppoorrtt  
 
 
Members of the General Assembly 
Members of the State Funding Board 
The Honorable David H. Lillard, Jr., Treasurer 
 
 
RReeppoorrtt  oonn  tthhee  AAuuddiitt  ooff  tthhee  FFiinnaanncciiaall  SSttaatteemmeennttss  
 
OOppiinniioonn  

We have audited the accompanying statement of fiduciary net position of the State Pooled Investment 
Fund, an investment trust fund of the State of Tennessee, as of June 30, 2023, the related statement 
of changes in fiduciary net position for the year then ended, and the related notes to the financial 
statements, which collectively comprise the State Pooled Investment Fund’s basic financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
fiduciary net position of the State Pooled Investment Fund as of June 30, 2023, and the changes in 
fiduciary net position thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
BBaassiiss  ooff  OOppiinniioonn  

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report.  We are required to be independent of the State Pooled Investment 
Fund and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit.  We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion.  Tennessee statutes, in addition to audit 
responsibilities, entrust certain other responsibilities to the Comptroller of the Treasury.  Those 
responsibilities include serving as a member of the State Funding Board.  We do not believe that the 
Comptroller’s service in this capacity affected our ability to conduct an independent audit of the State 
Pooled Investment Fund.   
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RReessppoonnssiibbiilliittiieess  ooff  MMaannaaggeemmeenntt  ffoorr  tthhee  FFiinnaanncciiaall  SSttaatteemmeennttss  

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. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the State Pooled Investment 
Fund’s ability to continue as a going concern for twelve months beyond the financial statement date, 
including any currently known information that may raise substantial doubt shortly thereafter.   
 
AAuuddiittoorr’’ss  RReessppoonnssiibbiilliittyy  ffoorr  tthhee  AAuuddiitt  ooff  tthhee  FFiinnaanncciiaall  SSttaatteemmeennttss  

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

• exercise professional judgment and maintain professional skepticism throughout the audit. 

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

• obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the State Pooled Investment Fund’s internal control. 
Accordingly, no such opinion is expressed. 

• evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements. 
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• conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the State Pooled Investment Fund’s ability to 
continue as a going concern for a reasonable period of time. 

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

As discussed in Note A.1, the financial statements present only the State Pooled Investment Fund, an 
investment trust fund, and do not purport to, and do not, present fairly the financial position of the 
State of Tennessee, as of June 30, 2023, and the changes in financial position thereof for the year then 
ended in accordance with accounting principles generally accepted in the United States of America.  
Our opinion is not modified with respect to this matter. 
 
OOtthheerr  RReeppoorrttiinngg  RReeqquuiirreedd  bbyy  GGoovveerrnnmmeenntt  AAuuddiittiinngg  SSttaannddaarrddss  
 
In accordance with Government Auditing Standards, we have also issued our report dated December 
12, 2023, on our consideration of the State Pooled Investment Fund’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, and contracts 
and other matters.  The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an opinion 
on internal control over financial reporting or on compliance.  That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the State Pooled 
Investment Fund’s internal control over financial reporting and compliance.   
 
 
 
 
 Katherine J. Stickel, CPA, CGFM, Director 
 Division of State Audit 
 December 12, 2023 
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OPERATIONS
Investment Income $  1,177,435,877 
Expenses

Administrative Fee 6,663,518 
Custodian and Banking Services Fees 2,292,159 

Total Expenses 8,955,677 

NET INVESTMENT INCOME 1,168,480,200 

CAPITAL SHARE TRANSACTIONS

Shares Sold 69,302,210,040 
Less Shares Redeemed 64,080,469,447 

INCREASE FROM CAPITAL SHARE TRANSACTIONS 5,221,740,593 

TOTAL INCREASE IN NET POSITION 6,390,220,793 

NET POSITION, BEGINNING OF YEAR 28,886,399,963 
NET POSITION, END OF YEAR $  35,276,620,756 

State Pooled Investment Fund
Statement of Fiduciary Net Position

June 30, 2023

ASSETS

Cash and Cash Equivalents $ 16,254,135,650 
Short-Term Investments, at Amortized Cost 19,018,869,255 
Accrued Income Receivable 3,615,851 

TOTAL ASSETS 35,276,620,756 

NET POSITION HELD IN TRUST FOR POOL PARTICIPANTS $  35,276,620,756 

See accompanying Notes to the Financial Statements

State Pooled Investment Fund
Statement of Changes in Fiduciary Net Position

For the Year Ended June 30, 2023

See accompanying Notes to the Financial Statements
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State Pooled Investment Fund
Notes to the Financial Statements 

For Fiscal Year Ended June 30, 2023

A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Reporting Entity

The State Pooled Investment Fund (SPIF) is an external investment pool sponsored by the State of Tennessee. The 
external portion of the State Pooled Investment Fund, consisting of funds belonging to entities outside of the State of 
Tennessee Financial Reporting Entity, has been included as a custodial fund in the Tennessee Annual Comprehensive 
Financial Report. The internal portion, consisting of funds belonging to the State and its component units, has been 
included in the various participating funds and component units in the Tennessee Annual Comprehensive Financial 
Report. That report is available on the state’s website at https://www.tn.gov/finance/rd-doa/fa-accfin-ar.html.

2. Measurement Focus and Basis of Accounting

The accompanying financial statements have been prepared in accordance with generally accepted accounting 
principles as prescribed by the Governmental Accounting Standards Board (GASB) using the economic resources 
measurement focus and the accrual basis of accounting. Under this basis, revenues are recorded when earned and 
expenses are recorded at the time liabilities are incurred, regardless of the timing of related cash flows.

3. Cash and Cash Equivalents

This classification includes deposits in demand accounts as well as short-term investments with a maturity date 
within three months of the date acquired by the State.

4. Method Used to Report Investments and Participant Shares

The SPIF is not registered with the Securities and Exchange Commission (SEC) as an investment company. The 
State of Tennessee has not obtained a credit quality rating for the SPIF from a nationally recognized credit ratings 
agency. SPIF funds are limited to high quality obligations with regulated maximum and average maturities, the 
effect of which is to minimize both market and credit risk. The State Funding Board has elected for the SPIF to use 
amortized cost accounting measures to report investments and to transact with participants at a stable net asset 
value. Furthermore, the State had not obtained or provided any legally binding guarantees to support the value of 
participant shares during the fiscal year.

B: DEPOSITS AND INVESTMENTS

The SPIF is authorized by statute to invest funds in accordance with policy guidelines approved by the State Funding 
Board. The current resolution of the State Funding Board adopted in April 2016 gives the Treasurer approval 
to invest in U.S. direct obligations, U.S. agency securities, U.S. instrumentality securities, repurchase or reverse 
repurchase agreements, collateralized certificates of deposits in authorized state depositories, prime commercial 
paper, prime banker’s acceptances, and securities lending agreements.

At June 30, 2023, the principal amount of certificates of deposit in state depositories was $975,400,000. Interest 
rates on certificates of deposit held at June 30, 2023, ranged from 4.84% to 5.48%, and the days to maturity ranged 
from 7 to 181 days.

https://www.tn.gov/finance/rd-doa/fa-accfin-ar.html
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As of June 30, 2023, the SPIF had the following investments:

Investment Type Carrying Amount Fair Value Par Value
Interest Rate 

Range
Days to 

Maturity*

Cash Equivalents and
Short-term Investments

U.S. Government Agencies $  9,311,593,924 $  9,315,802,890 $  9,363,427,000 4.73% - 5.24% 3-137

U.S. Government Treasuries  22,176,338,770 22,179,438,280 22,334,000,000 4.77% - 5.191% 20-118

Commercial Paper 1,501,320,118 1,501,320,118 1,510,000,000 4.99% - 5.29% 5-167

Total Cash Equivalents and
Short-term Investments $  32,989,252,812 $ 32,996,561,288 $ 33,207,427,000 

Less: Short-term investments 
classified as cash equivalents on 
Statement of Fiduciary Net Position (14,174,783,557)

Add: Certificates of deposit classified 
as short-term investments on 
Statement of Fiduciary Net Position 204,400,000 

Short-term investments as shown on 
Statement of Fiduciary Net Position $  19,018,869,255 

*Days to maturity is calculated as the maturity date of the security less the purchase date.

State Pooled Investment Fund Investments
June 30, 2023

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. Credit 
quality ratings for the SPIF’s investments in debt securities as of June 30, 2023, are included in the schedule below. 
Securities are rated using Nationally Recognized Statistical Rating Organizations (NRSROs) and are presented below 
using the Standard and Poor’s rating scale. State statutes provide a process for financial institutions desiring to act 
as state depositories to be approved by the State Treasurer. Statutes also provide for the Commissioner of Financial 
Institutions to advise, on a timely basis, the Treasurer and the Commissioner of Finance and Administration of 
the condition of each state bank and state chartered savings and loan association, including his recommendations 
regarding its condition and safety as a state depository. Similar provisions apply to federally chartered banks and 
savings and loan associations designated as state depositories. This process ensures that institutions whose financial 
status is uncertain are monitored for collateral sufficiency. All state funds are required to be deposited with a 
financial institution that has been designated as a state depository. Statutes require that state deposits be secured 
by collateral securities with a market value of 105% of the face of the deposit secured thereby after considering 
the applicable FDIC coverage, or the depository must be a member of the State Collateral Pool and the pool must 
have securities pledged which in total equal the required percentage established by the Collateral Pool Board. 
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Credit Quality Distribution for Securities with Credit Exposure
as a Percentage of Total Investments

June 30, 2023

Credit Quality Rating Carrying Value
Percentage of Total Fixed 

Income Securities
US Treasury (1) $  22,176,338,770 67.22%
AAA  5,460,345,796 16.55%
AA 0   0.00%
A1 (3)  1,501,320,118 4.55%
NR (2)  3,851,248,128 11.67%
Total Fixed Income Securities $  32,989,252,812 100.00%

Less Short Term Investments Classified as Cash  (14,174,783,557)
Add Certificates of Deposit Classified as Short Term Investments  204,400,000 

Total Short Term Investments as Shown on Net Position $  19,018,869,255 

(1) Includes obligations of the U.S. Government or obligations explicitly guaranteed by the U.S. Government.
(2) Includes securities that are implicitly guaranteed by the U.S. government but are not rated by Standard and Poor’s or Moody’s.
(3) A1 is the highest rating category for commercial paper.

All certificates of deposit are also required by policy to be placed directly with state depositories. For repurchase 
or reverse repurchase agreements, a counterparty or its parent, shall have an investment grade credit rating, be 
a primary dealer as defined by the Federal Reserve Bank of New York, or be of comparable quality. The SPIF’s 
investment policy requires a first tier quality criteria for the purchase of obligations of instrumentalities that are 
not fully guaranteed by the United States government. Prime banker’s acceptances must be of first tier quality, the 
security or issuer shall have an investment grade credit rating, and the security shall be eligible for purchase by the 
Federal Reserve system. Commercial paper should be of first tier quality, but the security shall have an investment 
grade credit rating by at least two Nationally Recognized Statistical Rating Organizations and the issuer shall be 
approved in writing by the Chief Investment Officer. For securities lending agreements, the underlying collateral 
is limited to first tier U.S. direct obligation Securities, U.S. agency securities, or U.S. instrumentality securities.

Concentration of Credit Risk

A concentration of investments in any one single issuer of debt securities presents a greater risk for loss in the event 
that the issuer fails on its obligations. The SPIF’s investment policy sets forth criteria which the board determines 
to be prudent in consideration of the purposes, terms, distribution requirements and other circumstances of the 
SPIF and in the best interest of the participants. Less than five percent (5%) of the SPIF shall be in investments 
of any one issuer of securities. In addition, less than ten percent (10%) of the SPIF shall be in investments of any 
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Issuer Organization Carrying Amount
Percentage of Total 

Investments

Federal Home Loan Banks $  7,762,901,979 23.53%

State Pooled Investment Fund
Portfolio by Issuer

June 30, 2023

one issuer of a demand feature or guarantee. The diversification limits, however, do not apply to or include U.S. 
government Securities. For commercial paper, the SPIF shall not be invested in more than three hundred fifty 
million dollars ($350,000,000) of any one issuer and for prime banker’s acceptances not more that twenty-five 
million dollars ($25,000,000) of any one issuer. Likewise, the total fair value of securities on loan under securities 
lending agreements shall not exceed fifty percent (50%) of the total fair value of the SPIF on any day. At June 
30, 2023, the SPIF had the following investment amounts and percentages of total investments, in organizations 
representing five percent (5%) or more of total investments, excluding those organizations whose issues are 
explicitly guaranteed by the United States government, and investments in mutual funds, external investment 
pools, and other pooled investments:

Interest Rate Risk

Interest rate risk is the risk that future changes in prevailing market rates of interest will have an adverse effect 
on the fair value of debt investments. The fair values of securities with long terms to maturity may be highly 
sensitive to interest rate changes. The SPIF’s investment policy with respect to maturity states that the weighted 
average maturity of the pool shall not exceed sixty (60) days calculated using maturity shortening features for 
securities with a variable or floating interest rate. The weighted average life of the SPIF cannot exceed one hundred 
twenty (120) days calculated using stated maturity and without using maturity shortening features. No security 
or investment may be purchased with a remaining maturity of greater than three hundred ninety seven (397) 
calendar days. At June 30, 2023, the weighted average maturity of the pool was forty-six (46) days and the weighted 
average life of the pool was forty-six (46) days. It is the intent of the State Funding Board that the fair value of the 
SPIF not deviate more than one-half percent (0.5%) from amortized cost. If it does, actions may include, but not be 
limited to, selling securities whose fair value substantially deviates from amortized cost, and investing in securities 
with ninety (90) days or less to maturity.
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State Pooled Investment Fund
Weighted Average Maturity of Debt Investments

June 30, 2023

Investment Type Carrying Amount
Weighted Average 
Maturity (Months)

U.S. Government Agencies $  9,311,593,924 1.34 
U.S. Government Treasuries  22,176,338,770 1.71 
Commercial Paper 1,501,320,118 1.38 

Total Debt Investments $  32,989,252,812 1.59 

Total SPIF Portfolio $  35,510,881,503 1.52 

B. OTHER ACCOUNTING DISCLOSURES

Description of the State Pooled Investment Fund

The SPIF is established by Tennessee Code Annotated, Section 9-4-603 “for the purpose of receiving and investing any 
money in the custody of any officer or officers of the state unless prohibited by statute to be invested.” Participants 
in the SPIF include the general fund of the state and any department or agency of the state which is required by 
court order, contract, state or federal law or federal regulation to receive interest on invested funds and which 
are authorized by the State Treasurer to participate in the SPIF. In addition, funds in the State of Tennessee Local 
Government Investment Pool (LGIP) are consolidated with the SPIF for investment purposes only. The SPIF, as 
noted in A.4 above, is not registered as an investment company with the SEC. The primary oversight responsibility 
for the investment and operations of the SPIF rests with the State Funding Board.

Investment in the SPIF by local governments and certain state agencies is optional and participants may invest 
any amount for any length of time in the SPIF. There are no limitations or restrictions on participant withdrawals 
with the exception of a 24-hour notice for withdrawals exceeding $5,000,000. However, some deposits made to 
the LGIP are contractually required and committed to the State Department of Transportation (DOT). The only 
withdrawals allowed from these accounts are to pay the DOT in accordance with progress billings for construction 
projects contracted between the entity and the DOT.

An average rate of return is calculated on the investments made each month in the SPIF and is used to credit 
earnings to LGIP participants and the state departments and agencies required to earn interest. The state’s general 
fund is credited with the residual earnings. Accordingly, participants’ shares are sold and redeemed at a value 
equal to the amount of the principal plus accrued earnings while investments are reported at amortized cost. An 
administrative fee of .03 percent was charged against each participant’s average daily balance to provide funding 
for administrative expenses to operate the SPIF.

As of June 30, 2023, the SPIF portfolio had the following weighted average maturities on debt investments:


