
 
 
 
 
August 27, 2004 
 
 
Mr. David Manning, Director of Finance 
Metropolitan Government of Nashville and Davidson County 
225 Polk Avenue, Suite 250 
Nashville, TN  37203 
 
 

Report of Internal Audit Section 
 
 
Dear Mr. Manning: 
 
We have completed a review of Nashville Speedway financial operations for the fiscal year 
ending June 30, 2000.  This review was conducted at your request when the Board of Fair 
Commissioners raised concerns about the steep decline in Speedway lease revenues after the 
Speedway was purchased by Dover Downs (currently Dover Motorsports, Inc.).  The Speedway 
had net income of approximately $560,000 in fiscal year 1998, net income of $482,946 in fiscal 
year 1999, and a reported net loss of $66,188 for fiscal year 2000.  Under the lease agreement, 
the Fair Board received 50% of the Speedway’s net income as compensation for use of the 
racetrack at the Fair Grounds. 
 
In completing this review we retained the services of Crosslin, Vaden & Associates (CV&A) in 
October 2001.  Working under our direction, CV&A reviewed the financial results of the 
Speedway’s fiscal year June 30, 2000 operations, and they issued a report of their findings and 
conclusions, which is included with this report. 
 
This work was started in late 2001, and most of the fieldwork was substantially completed in the 
late spring of 2002.  Additional analysis and development of the findings and conclusions 
followed fieldwork.  Because of the nature of this work and Metro’s desire to be fair to Dover, 
the issuance of this report was delayed by a series of finding reviews, issues raised by Dover, and 
additional information provided by Dover.  Dover, Metro Internal Audit and CV&A and their 
respective legal representatives participated in these reviews and dialogs.  This report and 
attachment represent the final analysis of all additional information provided by Dover after they 
completed two reviews of CV&A’s findings in early 2003, then again in late 2003.   
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Objectives, Scope and Methodology 
 
The objectives and methods for conducting this review were to determine through interviews, 
analysis, and review of Dover’s records whether expenses allocated to the Speedway by Dover 
were “ordinary and necessary business expenses for the operation” of the Speedway in 
accordance with the lease.  Another objective was to determine whether it appeared that all 
Speedway revenues were reported, based on reviewing Dover’s records of revenue collections.  
Because a high level analytical review of the Speedway’s fiscal year June 30, 1999 financial 
results under Dover was performed as part of an Internal Audit conducted in 1999, we directed 
CV&A to conduct a review of the fiscal year June 30, 2000 financial results, after which we 
planned to consider whether it would be necessary to review additional time periods. 
 

Findings and Recommendations  
 
As a result of their review, CV&A issued their findings and conclusions.  They have concluded 
that instead of a $66,188 net loss, the Speedway’s fiscal year 2000 operations should have 
resulted in net income of $360,118, after adjustments for errors, unreported revenue, and 
expenses that CV&A concluded were not necessary to operate the Speedway.  Details of the 
findings and conclusions are contained in the CV&A report. 
 
Based on CV&A’s findings and on the findings reported in the 1999 Internal Audit report, we 
recommend that you take action to recover $239,431, plus interest, from Dover as follows. 
 

1. $137,696 for fiscal year 2000 Speedway operations.  Dover had remitted $42,363 to 
the Fair Board early in fiscal year 2000, and the $137,696 represents the balance of 
the lease payment due to the Fair Board, based on 50% of the $360,118 net income as 
calculated by CV&A. 

2. $45,000 for fiscal year 1999 Speedway operations.  This represents 50% of the 
$90,000 annual salary paid to the former owner of the Speedway, which was charged 
to Speedway operations in fiscal years 1999 and 2000.  Internal Audit questioned this 
expense in the Internal Audit report issued in 1999, and CV&A concluded as a result 
of their work that the expense was not appropriate.  The related $45,000 for fiscal 
year 2000 operations is included in the $137,696 above.  No action has been taken by 
the Fair Board to collect the $45,000 related to fiscal year 1999 operations after the 
1999 Internal Audit. 

3. $56,735 for payments made to CV&A for this audit to date.  The lease requires 
the Speedway to bear the full cost of any audit conducted by Metro if the audit results 
verify that Speedway net income used to calculate the lease payment due to the Fair 
Board had been understated by 5% or more.  Metro has paid the CV&A billings to 
date, and Dover is obligated to reimburse Metro for these and any additional audit 
expenses billed. 
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4. Interest calculated from the date the additional lease payments due should have 
been remitted to the Fair Board (estimated at $20,000 through 6/30/04).  The 
lease requires interest to be paid on any amounts an audit determines were underpaid 
to the Fair Board.  As of June 30, 2004, the estimated amount of interest due is 
approximately $20,000.  The full amount of interest will depend on when Dover 
actually remits the amounts due to Metro. 

In addition, our preliminary analytical review of the Speedway’s fiscal year 2001 financial 
results of operations indicate that it is likely that Dover also underpaid Metro for use of the Fair 
Board’s racetrack during fiscal year 2001.  We are, therefore, recommending that you consider 
reviewing the financial results of the Speedway’s fiscal year June 30, 2001 operations if the 
recovery efforts related to the underpayment for the 2000 fiscal year are expected to be 
successful. 

**** 
 
We would like to express our appreciation for the assistance and support provided by the Fair 
Board staff throughout this work.  This report is intended for the information of the management 
of the Metropolitan Government of Nashville and Davidson County.  This restriction is not 
intended to limit the distribution of this report, which is a matter of public record. 
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Kim McDoniel 
Internal Audit Manager 
 
 
 
 
 
 
Copy: Mayor Bill Purcell  
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Karl F. Dean, Director of Law 
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