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Responsibilities
Crosslin & Associates
Expressing opinions about whether the financial
statements prepared by management under the
oversight of the Audit Committee are fairly
presented, in all material respects in conformity
with U.S. generally accepted accounting
principles
Performing our audits in accordance with
professional standards, including Government
Auditing Standards and the provisions of OMB
Circular A-133
Maintaining independence and an attitude of
professional skepticism throughout the audits
Reporting to the Audit Committee and
management required information, including, but
not limited to, significant deficiencies in internal
control, instances of noncompliance, and fraud
noted during our audits

Management
Fairly presenting financial statements in
conformity with U.S. generally accepted
accounting principles
Adopting proper accounting policies
Establishing and maintaining effective
internal control over financial reporting and
compliance
Preventing and detecting fraud
Disclosing to the Audit Committee and
Crosslin & Associates significant
deficiencies in internal control and fraud
involving those with significant roles in
internal control
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Independence
•

The AICPA’s Code of Professional Conduct, Rule 101, sets forth guidance
for assurance services provided by accountants under U.S. generally accepted
auditing standards. Government Auditing Standards, Chapter 3, provides additional
guidance for financial audits performed under generally accepted government
auditing standards.

•

Both sources direct that independence is required both in fact and appearance.
Crosslin & Associates has established quality control policies and procedures to
ensure compliance with professional standards, including those related to
independence.

•

Crosslin & Associates is independent with respect to Metro Nashville.
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Fraud Risk
The AICPA issued SAS No. 99 to specifically address the risk of material misstatement in the financial
statements caused by fraud. We used a four-pronged strategy to address this risk.

Gather information

Respond to identified risks

•

Engagement team brainstorming

•

Designed nature, timing, extent of procedures incorporating
elements of unpredictability

•

Inquired with management, finance and accounting
personnel, and other personnel

•

Leveraged experienced personnel in areas of exposure

Investigated unusual or unexpected relationships
identified through analytical procedures

•

Tested items below established scopes

•

Test for management override

Evaluate audit evidence

•

Reviewed current and prior year significant
estimates for inappropriate bias

•

Disseminated results of audit procedures among audit team

•
•

Evaluated business rationale for significant unusual
transactions

Remained cognizant of fraud risk factors throughout the
audit

•
•

Analyzed propriety of manual adjusting journal
entries

Correlated information gathered and tested in all areas and
considered discrepancies, conflicting or unusual evidence
and responses, and problematic relationships

•

Communicated to appropriate
levels of management and
Audit Committee
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Deliverables
Audit Reports

Notes

Comprehensive Annual Financial Report

Unmodified opinion

General Hospital financial statements
and management letter

Unmodified opinion

Bordeaux Long Term Care and Knowles Home
financial statements and management letter

Unmodified opinion

MNPS Internal School Funds financial statements

Unmodified opinion (in process)

Single Audit and related reports

In process

Other Deliverables
Required communication with the Audit Committee
regarding audit results

Report issued

Management letter

In process

Data Collection Form

In process
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Audit Methodology and Approach

•

Audit Planning and Risk
Assessment

•

Control Evaluation
and Testing

•

Substantive Testing

•

Completion and Reporting
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Audit Methodology and Approach - continued
Audit Planning and Risk Assessment
Rather than following linear processes, risk assessment was performed cyclically as expectations were made and subsequently validated or refuted
by audit evidence.
Our preliminary risk assessment indicated the following primary areas in which we evaluated and performed tests of controls and substantive tests
to address risk of material misstatement and noncompliance due to error or fraud.

Controls Tests

Substantive Tests

•

Cash receipts and revenues

•

Treasury / investments

•

Property tax billings and receipts

•

Long-lived assets

•

Purchasing and disbursements

•

Long term liabilities including pension/OPEB and Swaption

•

Employee compensation

•

Self-insurance accruals

•

Bank reconciliations

•

Property and state tax and other revenues

•

Journal entries

•

Grant receipts, disbursements, and revenues

•

IT controls over significant accounting systems

•

Expenditures/expenses and budget process

•

Compliance

•

Compliance

•

Patient accounts receivable and revenues
(Hospital Authority)

•

Estimated third-party settlements
(Hospital Authority)
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Single Audit
Metro Nashville did not qualify as a low-risk auditee for fiscal 2013. As such, we tested federal major program
expenditures to achieve a minimum of 50% coverage of total federal expenditures of $189 million. The provisions of the
American Recovery and Reinvestment Act (“ARRA”) and related guidance were considered in major program selection.

Major Programs
•

Department of Agriculture - Child Nutrition Cluster

•

Department of Education - School Improvement Grants

•

Department of Education - Special Education Cluster (IDEA)

•

Department of Education - SFSF Race-To-The-Top Incentive Grants (ARRA)

•

Department of Homeland Security - Port Security

•

Department of Health and Human Services - Head Start

•

Department of Health and Human Services - Low-Income Energy Assistance

•

Department of Health and Human Services - HIV - Emergency Relief Grants

•

Department of Health and Human Services - Healthy Marriage Promotion and Responsible Fatherhood Grants

•

Department of Health and Human Services - Maternal and Child Health Services
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Significant Activity and Unusual Items
Description

Impact

Grants

Testing expenditures/expenses, reimbursement and
compliance testing

New Debt

Verified propriety of sources and uses of funds

Hospital Authority

Going concern report

Capital Projects

Testing and support of capital project expenditures
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Accounting Pronouncements Adopted
Statement

Description

GASB Statement No. 60

Accounting and Financial Reporting for Service Concession Arrangements –
this Statement addresses how to account for and report service
concession arrangements. There was no impact of this pronouncement
on the financial statements.

GASB Statement No. 61

The Financial Reporting Entity: Omnibus – this Statement is designed to
improve financial reporting for governmental entities by amending the
requirements of GASB Statements No. 14 and 34, to better meet user
needs and address reporting entity issues that have come to light since
those Statements were issued. There was no impact of this
pronouncement on the financial statements.
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Accounting Pronouncements Adopted - continued
Statement

Description

GASB Statement No. 62

Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1989 FASB and AICPA Pronouncements – this
Statement is intended to enhance the usefulness of its Codification by
incorporating guidance that previously could only be found in certain
Financial Accounting Standards Board (FASB) and American Institute of
Certified Public Accountants (AICPA) pronouncements.

GASB Statement No. 63

Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position – this Statement is intended to improve
financial reporting by providing citizens and other users of state and local
government reports with information about how past transactions will
continue to impact a government’s financial statements in the future. The
impact on the financial statements was formatting and presentation only
primarily changing the caption “net assets” to “net position”.
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Accounting Pronouncements Adopted - continued
Statement

Description

GASB Statement No. 65

Items Previously Reported as Assets and Liabilities – this Statement establishes accounting
and financial reporting standards that reclassify, as deferred outflows of resources or
deferred inflows of resources, certain items that were previously reported as assets and
liabilities and recognizes, as outflows of resources or inflows of resources, certain items
that were previously reported as assets and liabilities. The statement was effective for
fiscal 2014, however the Government elected to early adopt in fiscal 2013. As a result,
costs related to issuance of debt, previously deferred, were restated as if they were
reported as an outflow of resources when incurred. The impact on the financial
statements was a decrease in beginning net position as follows:
Governmental
Activities

Business-type
Activities

Component
Units

Net position - beginning of
year, as previously reported
$ 331,048,084 $ 1,347,514,681 $ 1,743,356,532
Reclassification of deferred
charge for debt issuance costs ( 12,031,254) (
6,516,388) ( 15,739,007)
Net position - beginning of year,
as restated
$ 319,016,830 $ 1,340,998,293 $ 1,727,617,525

14

An accounting firm. And so much more.

© 2013 Crosslin & Associates, P.C.

GASB 45 OPEB Funding Status
GASB Statement No. 45 – Accounting and Financial Reporting by Employers for Postemployment Benefits other than Pensions
•

This statement was adopted by the Government in FY 2008 and requires systematic, accrual-basis measurement and
recognition of OPEB cost (expense) over a period that approximates employees’ years of service and disclosure
information about actuarial accrued liabilities associated with OPEB and whether and to what extent progress is being
made in funding the plan.

•

The unfunded actuarial accrued liability for general government employees is approximately $1.88 billion, and the
estimate of the unfunded actuarial accrued liability for teachers is approximately $428 million. The annual required
contribution for general government employees and teachers is $176 million and $36 million, respectively. These
estimates were based on a remaining amortization period of 25 years of the unfunded actuarial liability and a 4.5%
discount rate assumption.
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Additional Required Communications
Accounting Estimates
•
•

The Government’s financial statements include several estimates that are significant
We evaluated the key factors and assumptions used to develop the estimates and believe that the estimates are
reasonable in relation to the financial statements for each affected reporting unit

Unaudited Information in CAFR
•

We read all such information and noted nothing materially inconsistent with that included in the Government’s basic
financial statements

Other
•
•
•
•
•
•
•

No transactions for which there is a lack of authoritative guidance or consensus
All significant transactions have been recognized in the proper period
No alternative accounting policies and practices related to material items
No difficulties encountered in dealing with management in performing and completing our audit
No disagreements with management regarding financial accounting, reporting, or auditing
Management provided appropriate representations at the conclusion of our audit
We are not aware of any communications by management with other independent accountants
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Unrecorded Audit Differences
Governmental Activities
•

None in the current or prior year.

Business-type Activities & Department of Water and Sewerage Services
•

None in the current or prior year.

17

An accounting firm. And so much more.

© 2013 Crosslin & Associates, P.C.

Upcoming Accounting Developments
Statement

Description

GASB Statement No. 66

Technical Corrections – 2012 – an amendment of GASB Statements No. 10
and No. 62 – this Statement improves accounting and financial reporting
by resolving conflicting guidance that resulted from the issuance of
Statements No. 54 and No. 62; management is currently working to
identify the impact of this pronouncement, which is effective in fiscal 2014

GASB Statement No. 67

Financial Reporting for Pension Plans – an Amendment of GASB Statement
No. 25 – this Statement improves financial reporting by state and local
government pension plans; management is currently working to identify
the impact of this pronouncement, which is effective in fiscal 2014

GASB Statement No. 68

Accounting and Financial Reporting for Pensions – an Amendment of GASB
Statement No. 27 – this Statement improves accounting and financial
reporting by state and local governments for pensions; management is
currently working to identify the impact of this pronouncement, which is
effective in fiscal 2014
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Upcoming Accounting Developments - continued
Statement

Description

GASB Statement No. 69

Government Operations and Disposals of Government Operations - this
Statement establishes accounting and financial reporting standards
related to government combinations and disposals of government
operations; management is currently working to identify the impact of this
pronouncement, which is effective in fiscal 2015.

GASB Statement No. 70

Accounting and Financial Reporting for Nonexchange Financial Guarantees –
this Statement improves accounting and financial reporting by state and
local governments that extend and receive non exchange financial
guarantees; management is currently working to identify the impact of
this pronouncement, which is effective in fiscal 2014
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Appendix

THE METROPOLITAN GOVERNMENT
OF NASHVILLE AND
DAVIDSON COUNTY, TENNESSEE
Audit Results - Required Communications
June 30, 2013

December 10, 2013

To the Audit Committee
The Metropolitan Government of Nashville and Davidson County
Nashville, Tennessee
Ladies and Gentlemen:
We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the Metropolitan Government of Nashville and
Davidson County, Tennessee (the “Government”) as of and for the year ended June 30, 2013,
which collectively comprise the Government’s basic financial statements. We have also audited
the financial statements of the Sports Authority Fund and the Industrial Development Board
Fund, which are discretely presented component units of the Government, and the financial
statements of each of the Government’s nonmajor governmental, nonmajor enterprise, internal
service and fiduciary funds, and have issued our report thereon dated October 31, 2013. We
have also audited and reported on separately the financial statements of the following discretely
presented component units: the General Hospital and Bordeaux Long Term Care and Knowles
Home Funds of the Hospital Authority, the Metropolitan Transit Authority, and the
Metropolitan Nashville Airport Authority. We did not audit the financial statements of the
following discretely presented component units:
the Nashville District Management
Corporation, the Gulch Business Improvement District, Inc., the Metropolitan Development and
Housing Agency, the Electric Power Board, the Emergency Communications District and the
Convention Center Authority. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinion, insofar as it relates to the amounts
included for those entities, is based on the reports of the other auditors. Professional standards
require that we provide you with information about our responsibilities under generally accepted
auditing standards, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our report to you dated July 9, 2013.
Professional standards also require that we communicate to you the following information
related to our audit.
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OUR RESPONSIBILITY UNDER PROFESSIONAL STANDARDS
Our responsibility, as described by professional standards, is to plan and perform our audit to
obtain reasonable, but not absolute, assurance about whether the financial statements are free of
material misstatement and are fairly presented in accordance with U.S. generally accepted
accounting principles. Because an audit is designed to provide reasonable, but not absolute
assurance and because we did not perform a detailed examination of all transactions, there is a
risk that material misstatements may exist and not be detected by us. Our audit of the financial
statements does not relieve you or management of your responsibilities.
In planning and performing our audit of the basic financial statements, we considered internal
control over financial reporting (“internal control”) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the basic financial statements but not
for the purpose of expressing an opinion on the effectiveness of the Government’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Government’s
internal control.

CONFIRMATION OF AUDIT INDEPENDENCE
Our professional standards required that we communicate at least annually with you regarding
all relationships between Crosslin & Associates, P.C., and the Government that, in our
professional judgment may reasonably be thought to bear on our independence.
We are not aware of any relationships between our firm and the Government that in our
professional judgment may reasonably be thought to bear on our independence that have
occurred during the period from July 1, 2012 through the date of this letter.
We hereby confirm that as of December 10, 2013, we are independent accountants with respect
to the Government under all relevant professional and regulatory standards.

SIGNIFICANT AUDIT ITEMS
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Government are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies
was not changed during 2013, except as follows:
•

GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements – this Statement addresses how to account for and report service concession
arrangements. There was no impact of this pronouncement on the financial statements.
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•

GASB Statement No. 61, The Financial Reporting Entity: Omnibus – this Statement is
designed to improve financial reporting for governmental entities by amending the
requirements of GASB Statements No. 14 and 34, to better meet user needs and address
reporting entity issues that have come to light since those Statements were issued. There
was no impact of this pronouncement on the financial statements.

•

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements – this Statement is
intended to enhance the usefulness of its Codification by incorporating guidance that
previously could only be found in certain Financial Accounting Standards Board (FASB)
and American Institute of Certified Public Accountants (AICPA) pronouncements.

•

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position – this Statement is intended to improve financial
reporting by providing citizens and other users of state and local government reports with
information about how past transactions will continue to impact a government’s financial
statements in the future. The impact on the financial statements was formatting and
presentation only, primarily changing the caption “net assets” to “net position”.

•

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities – this
Statement establishes accounting and financial reporting standards that reclassify, as
deferred outflows of resources or deferred inflows of resources, certain items that were
previously reported as assets and liabilities and recognizes, as outflows of resources or
inflows of resources, certain items that were previously reported as assets and liabilities.
The statement was effective for fiscal 2014, however the Government elected to early adopt
in fiscal 2013. As a result, costs related to issuance of debt, previously deferred, were
restated as if they were reported as an outflow of resources when incurred. The impact on
the financial statements was a decrease in beginning net position.

We noted no transactions entered into by the Government during the year for which there is a
lack of authoritative guidance or consensus. All significant transactions have been recognized
in the financial statements in the proper period.
There were no alternative accounting policies and practices related to material items discussed
with management during fiscal year 2013 and through the date of our report.
Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the Government’s financial statements were:
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•
•

Management’s estimates of the allowance for uncollectible taxes and other receivables
which are based on an analysis of historical trends.
Management’s valuation of self-insurance liabilities such as self-insurance claims
payable and reserves which is based on an analysis of historical trends and the results of
actuarial calculations.

•

Management’s estimate of the pension and post-employment benefits other than
pensions (“OPEB”) liability which is based on assumptions as to the occurrence of
future events affecting costs such as: mortality, withdrawal, disablement and retirement;
changes in compensation and government-provided benefits; risk of healthcare costs;
rates of investment earnings and asset appreciation.

•

Management’s estimate of the valuation of non-readily marketable investments held
which is based on an analysis of the fair market valuations and other information
provided by investment managers.

•

Management’s estimate of flood-related disaster assistance grant recoveries, which is
based on analysis and assessment of Project Worksheets.

•

Management’s estimates of the interest rate swap liability and related deferred outflows
which are based on information provided by the counterparty using valuation models
and assumptions and available market data.

•

Management’s estimates of the estimated useful lives of capital assets.

•

Management’s estimates of the allowances for contractual adjustments and bad debts on
patients’ accounts receivable which are based upon existing payment rates, historical
results and analysis of the effect of changes in contracts, pricing and regulations.

•

Management’s estimate of the pollution remediation liability which is based upon
discussions held with the appropriate representatives of the departments of the
Government that have oversight responsibility for the majority of the Government’s land
and buildings and have the most risk of pollution issues. Additionally, discussions were
held with other departments that would likely have knowledge regarding any significant
events of pollution.

We evaluated the key factors and assumptions used to develop these estimates in determining
that the estimates are reasonable in relation to the financial statements.
Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.
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Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. There were no uncorrected misstatements of the financial statements.
Disagreements with Management
For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditors’ report. We are pleased to
report that no such disagreements arose during the course of our audit.
Management Representations
We have requested certain representations from management that are included in the
management representation letter dated October 31, 2013 (Attached).
Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Government’s financial
statements or a determination of the type of auditors’ opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.
Fraud and Illegal Acts
We did not identify any fraudulent or illegal acts during the course of our audit.

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL
STATEMENTS
Our responsibility for other information in documents containing the Government’s basic
financial statements and our auditors’ report thereon does not extend beyond the financial
information identified in our auditors’ report, and we have no obligation to perform any
procedures to corroborate other information contained in these documents. We have, however,
read the other information included with the Government’s basic financial statements in the
2013 Comprehensive Annual Financial Report and no matters came to our attention that cause
us to believe that such information, or its manner of presentation, is materially inconsistent with
the information, or manner of presentation, appearing in the basic financial statements.
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* * * * *
This report is intended solely for the information and use of the Audit Committee, management,
and others within the Government and is not intended to be and should not be used by anyone
other than these specified parties.
Very truly yours,

Crosslin & Associates, P.C.

