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Why We Did This Audit

This audit was conducted at
the request of the Office of
the Treasurer to provide
management assurance that
hotel occupancy tax
collections are accurate and
complete.

What We Recommend

Hotel operator’s
documentation for room
revenue, number of rooms
rented, justification for out
of service rooms, and
exemption claims should be
retained for 36 months. Also,
they should solicit
independent
Organization Control 1
Report
lodging system service
providers. This will help
ensure the accuracy of
financial and statics reports
used to prepare hotel
occupancy tax returns.

For more information on this or any

Mark.Swann@nashville.gov
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GOVERNANCE

The Collections Office within the Office of the Treasurer is responsible for receiving hotel occupancy tax
returns. The Collections Office will review hotel occupancy tax returns for accuracy and monitor
payments. Hotel operators assert total revenue and number of rooms rented on monthly hotel
occupancy tax returns. Normally hotel operators obtain information for these hotel occupancy tax
returns from their lodging computer system and records maintained for guest exemptions.

OBJECTIVES AND CONCLUSIONS

Were hotel occupancy tax return revenue, number of rooms rented, and exemption claims accurate and
complete?

Generally yes. Hotel occupancy tax returns were materially valid for the 18 hotels reviewed. However,
ten hotels underpaid taxes by $22,242 or .41 percent of the $5.4 million in hotel occupancy tax reported
for the 18 hotels.

The hotel operators place significant reliance on their lodging computer system for compiling hotel
occupancy tax returns. Internal controls surrounding computer lodging system service providers were
not tested. A Service Organization Control 1 Report was received for the Hilton Worldwide Shared
Services Center. The Office of Internal Audit will continue to solicit independent assurance reports for
other computer lodging system service providers. Also, hotel operators need to ensure documentation
for hotel occupancy tax room revenue, number of rooms rented, justification for out of service rooms,
and exemption claims is retained for 36 months.
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GOVERNMENT AUDITING STANDARDS COMPLIANCE

We conducted this performance audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives.
We believe that the evidence obtained provides a reasonable basis for our observations and conclusions
based on our audit objectives.

METHODOLOGY

To accomplish our audit objectives, we performed the following steps:

 Interviewed key hotel operator personnel.
 Reviewed and analyzed hotel property results of operations financial and statistical reports.
 Physically observed hotel properties.
 Reviewed support for hotel occupancy tax exemptions.
 Considered risk of fraud, waste, and abuse.
 Considered information technology risks.

AUDIT TEAM

Mark Swann, CPA, CIA, CISA, Metropolitan Auditor

Qian Yuan, CISA, Auditor-in-Charge

Seth Hatfield, Auditor

Jack Henry, CPA, Auditor

Joe McGinley, CISSP, CISA, Auditor

Lauren Riley, CPA, Auditor
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