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December 27, 2017

To the Finance Committee and Board of Directors
  of Purpose Preparatory Academy
Nashville, Tennessee

Dear Board Members:

Thank you for the opportunity to continue as independent auditors and to provide our report 
on the results of the 2017 fi nancial statement audit of Purpose Preparatory Academy. 

A direct line of communication between our Firm and those charged with governance is 
essential to the proper exercise of our respective responsibilities.  The accompanying report is 
intended solely for the use of the Finance Committee and Board of Directors and management 
and presents information regarding the audit and certain other information which we believe 
will be of assistance to you.  We appreciate this opportunity to communicate the contents of 
this report with you.  If you have any questions, please call me at (615) 320-5500.

We would like to take this opportunity to express our appreciation for the assistance and 
courtesy extended to us by your employees.  We appreciate working with you, and we look 
forward to a continued relationship with Purpose Preparatory Academy.  

Very truly yours,

CROSSLIN, PLLC

Erica D. Saeger
Audit Director



The Astoria  •  3803 Bedford Avenue  •  Suite 103  •  Nashville, Tennessee 37215 • Phone: 615.320.5500 • Fax: 615.329.9465 • www.crosslinpc.comThe Astoria  •  3803 Bedford Avenue  •  Suite 103  •  Nashville, Tennessee 37215 • Phone: 615.320.5500 • Fax: 615.329.9465 • www.crosslinpc.com

2

Purpose Preparatory Academy

The Astoria  •  3803 Bedford Avenue  •  Suite 103  •  Nashville, Tennessee 37215 • Phone: 615.320.5500 • Fax: 615.329.9465 • www.crosslinpc.comThe Astoria  •  3803 Bedford Avenue  •  Suite 103  •  Nashville, Tennessee 37215 • Phone: 615.320.5500 • Fax: 615.329.9465 • www.crosslinpc.com

Report on Results of the June 30, 2017 Audit
Crosslin, PLLC, has completed our audit of the fi nancial statements of Purpose Preparatory 
Academy (the “Academy”) as of and for the year ended June 30, 2017 and have issued our 
unmodifi ed report thereon dated December 27, 2017.

The State of Tennessee has oversight responsibility and approved our audit engagement 
through the Comptroller of the Treasury’s standard Contract  to Audit Accounts.

We have met the auditing requirements of federal, state and local governments, and the audited 
fi nancial statements were fi led with the state in accordance with the required deadline.

The following discussion contains information related to the audit that is required by professional 
standards, and certain other information which we hope will be of assistance to you.

Independence

Our professional standards require that we communicate at least annually with you regarding all 
relationships between Crosslin, PLLC (“Crosslin”) and the Academy that, in our professional 
judgment, may reasonably be thought to bear on our independence. 

We are not aware of any relationships between Crosslin and the Academy that, in our professional 
judgment, may reasonably be thought to bear on our independence that have occurred during the 
period from July 1, 2016 through the date of this letter.

We confi rm that as of December 27, 2017, we are independent accountants with respect to the 
Academy in the performance of all of our services, within the requirements of both the American 
Institute of Certifi ed Public Accountants and Government Auditing Standards.

Engagement Personnel

The following is the service team for 2017, which remained consistent with the prior year.

Dan Miller    Concurring Reviewer 
Erica Saeger    Audit Director
Kathleen Galloway   Audit Supervisor
Katie Farris    Audit Senior
Nick Bellenfant   Audit Team Member
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Our Responsibilities Under U.S. Generally Accepted
  Auditing Standards and Government Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to 
express opinions about whether the fi nancial statements of the governmental activities, each major 
fund and the aggregate remaining fund information are fairly presented, in all material respects, 
in conformity with accounting principles generally accepted in the United States of America and 
Government Auditing Standards. Our audit of the fi nancial statements does not relieve you or 
management of your responsibilities.

In planning and performing our audit, we considered the Academy’s internal control over fi nancial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinions 
on the fi nancial statements and not to provide assurance on the internal control over fi nancial 
reporting.

As part of obtaining reasonable assurance about whether the Academy’s fi nancial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grants, noncompliance with which could have a direct and material 
effect on the determination of fi nancial statement amounts.  However, providing an opinion on 
compliance with those provisions was not an objective of our audit. 

Planned Scope and Timing of the Audits

We performed the audit according to the planned scope and timing agreed upon with management, 
designed to ensure a timely fi ling with the state.

Signifi cant Accounting Estimates

Accounting estimates are an integral part of the fi nancial 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 signifi cance 
to the fi nancial statements and because of the possibility that future events affecting them may differ 
signifi cantly from those expected. The most sensitive estimates affecting the fi nancial statements were:  

•  Management’s allocations of certain joint activities to each fund in the fund fi nancial statements
  and the allocation of certain joint expenses to functional categories.

          •  Estimates of the useful lives of capital assets
          •  The collection of receivables 
          •  Reasonableness of the net pension liability 

We evaluated the key factors and assumptions used to develop the estimates in determining that they 
are reasonable in relation to the fi nancial statements taken as a whole.
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Issues Discussed Prior to Retention of Independent Auditors

Alternative Accounting Treatments

We had no discussions with management regarding alternative accounting treatments within 
accounting principles generally accepted in the United States of America for policies and practices 
related to material items including recognition, measurement, and disclosure considerations 
related to the accounting for specifi c transactions as well as general accounting policies.

Management Consultations with Other Independent Accountants 
In some cases, management may consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion.”  If a consultation involves application of an 
accounting principle to the governmental unit’s fi nancial statements or a determination of the type 
of auditor’s 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.

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses 
were not a condition of our retention.

Diffi culties Encountered in Performing the Audits

We encountered no signifi cant diffi culties in performing and completing our audits.

Disagreements with Management 

For purposes of this letter, professional standards defi ne a disagreement with management as a 
fi nancial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 
could be signifi cant to the fi nancial statements or the auditor’s report.  No such disagreements arose 
during the course of our audit.
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Corrected and Uncorrected Misstatements 

For purposes of this letter, professional standards defi ne an audit adjustment as a proposed 
correction of the fi nancial statements that, in our judgment, may not have been detected except 
through our auditing procedures. An audit adjustment may or may not indicate matters that could 
have a signifi cant effect on an organization’s fi nancial reporting process (that is, cause future 
fi nancial statements to be materially misstated).  

Professional standards require us to accumulate all known and likely misstatements identifi ed 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. Management has reviewed all such proposed adjustments based on authoritative 
literature and has corrected all such misstatements.  Detail of the audit adjustments are included in 
Appendix A.

Other Material Written Communications

Included as Appendix B is the management representation letter, which we requested from 
management for fi scal year 2017.

Included as Appendix C is the management letter for fi scal year 2017.

Financial Statement Areas of Audit Emphasis

•  Cash and cash equivalents    
•  Receivables
•  Capital assets 
•  Classifi cation of net position
•  Pension liability and disclosures
•  BEP, other programs, and general revenues
•  Grants and similar programs
•  Expenses for program and supporting services, accounts payable, and other liabilities
•  Financial statement disclosures and presentation, including state compliance
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Recent Accounting Pronouncements 

The government and standard-setting bodies are issuing guidance at an unprecedented pace.  
Crosslin, PLLC is constantly receiving, reviewing, and searching for the latest authoritative 
literature, in part through its involvement with the AIPCA’s Government Audit Quality Center and 
the Government Finance Offi cers Association (“GFOA”).  We routinely interface with management 
to ensure proper understanding and application of pronouncements, standards, interpretations, 
and addenda that arise and will continue to have these discussions with management to 
implement all new standards as they arise. 

The following is a signifi cant accounting pronouncement that may apply to the Academy in the 
upcoming period:

Upcoming pronouncements: (1)

The GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefi ts Other Than Pensions, which is effective for fi scal year 2018 for the Academy’s.  The 
primary objective of this Statement is to improve accounting and fi nancial reporting by state and 
local governments for postemployment benefi ts other than pensions (other postemployment 
benefi ts or OPEB).  This Statement establishes standards for recognizing and measuring liabilities, 
deferred outfl ows of resources, deferred infl ows of resources, and expense/expenditures. For 
defi ned benefi t OPEB, this Statement identifi es the methods and assumptions that are required 
to be used to project benefi t payments, discount projected benefi t payments to their actuarial 
present value, and attribute that present value to periods of employee service. Note disclosure 
and required supplementary information requirements about defi ned benefi t OPEB also are 
addressed.

The new information will enhance the decision-usefulness of the fi nancial reports of those OPEB 
plans, their value for assessing accountability, and their transparency by providing information 
about measures of net OPEB liabilities and explanations of how and why those liabilities changed 
from year to year. The net OPEB liability information, including ratios, will offer an up-to-date 
indication of the extent to which the total OPEB liability is covered by the fi duciary net position of 
the OPEB plan. The comparability of the reported information for similar types of OPEB plans will 
be improved by the changes related to the attribution method used to determine the total OPEB 
liability. The contribution schedule will provide measures to evaluate decisions related to the 
assessment of contribution rates in comparison with actuarially determined rates, if such rates 
are determined. In addition, new information about rates of return on OPEB plan investments will 
inform fi nancial report users about the effects of market conditions on the OPEB plan’s assets 
over time and provide information for users to assess the relative success of the OPEB plan’s 
investment strategy and the relative contribution that investment, where applicable, earnings 
provide to the OPEB plan’s ability to pay benefi ts to plan members when they come due.

(1) Summaries provided based on GASB information.
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Appendix A

Purpose Preparatory Academy
Year End: June 30, 2017
Adjusting Journal Entries

Number Date Type Name Account No Reference Debit Credit

1 6/30/2017 N Operating Lease Payments 330 QQ-1 (25,873.00)       
1 6/30/2017 N Buildings and Improvements 13300 QQ-1 (58,214.00)       
1 6/30/2017 N Other Liabilities 22000 QQ-1 84,087.00       

2 6/30/2017 N Buildings and Improvements 13300 QQ-2 (218,923.00)
2 6/30/2017 N Deferred Rent 22200.1 QQ-2 218,923.00

3 6/30/2017 N Interest on Notes 604 M-1 38,566.00       
3 6/30/2017 N Construction in Progress 13800 M-1 (38,566.00)       

4 6/30/2017 N Depreciation 514 M-1 49,214.00       
4 6/30/2017 N Sale of Property 44540 M-1 (49,214.00)       

5 6/30/2017 R Other Contracted Services - 1 399.1 M-1 (16,880.00)       
5 6/30/2017 R Sale of Property 44540 M-1 16,880.00       

6 6/30/2017 N Other Deferred Revenue 22200 10-3 (18,000.00)       
6 6/30/2017 N Custom Fundraising - 4 44570.4 10-3 18,000.00       

7 6/30/2017 R Prior Year Expense - not accrued 384 CC-2 (10,098.00)       
7 6/30/2017 R Interest on Notes 604 CC-2 10,098.00       

8 6/30/2017 R Prepaid Items 11600 G-1 (63,995.00)       
8 6/30/2017 R Construction in Progress 13800 G-1 63,995.00       

9 6/30/2017 N Medical Insurance 207 CC-2 31,125.00       
9 6/30/2017 N Accrued Accounts Payable 21101 CC-2 (31,125.00)       

10 6/30/2017 N Due to Other Funds 21500 10-3 (3,295.00)         
10 6/30/2017 N Donations - Private 44570.2 10-3 3,295.00         

11 6/30/2017 R Cash Held for Others 11000 10-3 3,295.00         
11 6/30/2017 R Cash in Bank - Purpose Prep: Pinnacle Checkin 9121-0606 10-3 (3,295.00)         

Client entry to record Harmony Memorial donations as a liability instead of revenue.

To reclassify cash held in custody for others (Harmony funds) for reporting purposes.

To record CY amortization (8 months) of tenant improvements liability
and write-off remaining balance against the cost of the purchased leased property.

To write-off balance of deferred rent against the cost of the purchased lease property.

To expense interest that was improperly capitalized.

To record depreciation expense through disposal date for fixed asset disposals.

To reclassify disposal costs to loss on disposal.

To record grant for FY18 as deferred revenue.

To reclassify interest that was recorded to incorrect account.

To reclassify computers purchased in FY17 and placed in service in FY18 to CIP at 6/30/17.

To record May 2017 benefits billing in Accrued AP at 6/30/17.
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12 6/30/2017 N Pension expense 205 415.11 (20,316.00)       
12 6/30/2017 N Net Pension Asset 11889 415.11 13,296.00       
12 6/30/2017 N Other Current Assets 11890 415.11 7,964.00         
12 6/30/2017 N Deferred Compensation Payable 21450 415.11 46,479.00       
12 6/30/2017 N Other Deferred Revenue - 1 22221 415.11 (47,423.00)       

13 6/30/2017 N Construction in Progress 13800 CC-1 737,831.00
13 6/30/2017 N Accounts Payable 21100 CC-1 (737,831.00)

1,343,048.00  (1,343,048.00)

Net Income (Loss) 299,618.00

To record GASB 68 impact for 2017.

To record CIP & A/P for construction work performed through 6/30/17.
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Appendix C

The Astoria  • 3803 Bedford Avenue, Suite 103 •  Nashville, Tennessee 37215 •  phone: 615-320-5500  •  fax: 615-329-9465  •  www.crosslinpc.com
An Independent Member of The BDO Alliance USA

December 27, 2017

To the Finance Committee and Board of Directors
of Purpose Preparatory Academy

Nashville, Tennessee

Ladies and Gentlemen:

In planning and performing our audit of the financial statements of Purpose Preparatory 
Academy (the “Academy”) as of and for the year ended June 30, 2017, in accordance with 
auditing standards generally accepted in the United States of America, we considered the 
Academy’s internal control over financial reporting (internal control) as a basis for designing 
our auditing procedures for the purpose of expressing our opinions on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Academy’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Academy’s 
internal control.

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and, therefore, there can be no assurance that all 
deficiencies, significant deficiencies, or material weaknesses have been identified. However, as 
discussed below, we identified certain deficiencies in internal control that we consider to be a
material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the Academy’s financial statements will not be 
prevented, or detected and corrected, on a timely basis.

We consider the following deficiencies in the Academy’s internal control to be material 
weaknesses:
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To the Finance Committee and Board of Directors
of Purpose Preparatory Academy

Page 2

Capital Assets

Observation

While the Academy has implemented certain policies and procedures over capital assets,
including establishing a capitalization threshold and determining depreciation lives, we noted
certain items in the recording, capitalizing, and depreciating of capital assets during the audit 
process. These items resulted in adjustments, which included the following:

Certain capital assets were recorded to prepaid expenses that were both paid for and 
received by year-end.

Construction in progress that was performed prior to year-end and paid for after 
year-end was not recorded as of year-end.

Certain capital assets disposed of during the year were not depreciated through the 
disposal date. 

The unamortized balances for rent and tenant leasehold improvements related to 
previously leased property that was purchased by the Academy during the year 
should have been recorded as a reduction in the capitalized cost of the property.

Recommendation

We recommend that the Academy implement a process to ensure capital assets are properly 
identified, recorded in the proper period, and depreciated in accordance with U.S. generally 
accepted accounting principles and the Academy’s capitalization policy. This process will 
ensure the financial statements properly reflect the capital assets of the Academy. Complete 
information on all capital assets provides an additional control for the safeguarding of these 
assets, and can provide a better assessment regarding the need for replacements.

Management’s Response

The School agrees with the audit firm’s recommendation, and management will review all 
construction related check requests after fiscal year end to ensure they are recorded in the 
correct fiscal year.  The fixed asset schedule will be reviewed to ensure all capital assets are 
included to properly reflect the School’s capital assets as of fiscal year end.
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To the Finance Committee and Board of Directors
of Purpose Preparatory Academy

Page 3

* *  *  *  *

In addition, during our audit, we noted certain matters involving the internal control and other 
operational matters that are presented for your consideration. This letter does not affect our 
report dated December 27, 2017, on the financial statements of the Academy. We will review 
the status of these comments during our next audit engagement. Our comments and 
recommendations, all of which have been discussed with appropriate members of management,
are intended to improve the internal control or result in other operating efficiencies. We will be 
pleased to discuss these comments in further detail at your convenience, perform any additional 
study of these matters, or assist you in implementing the recommendations. Our comments are 
summarized as follows:

Cut-off

Observation

During the search for unrecorded liabilities, we selected two employee benefit invoices received 
from Metropolitan Nashville Public Schools (“MNPS”). The Academy recorded the related 
expenses to these invoices in June and July 2017. However, upon further investigation with 
MNPS, we determined the invoices were for the months of May and June 2017, which resulted 
in an audit adjustment.

Recommendation

We recommend that the Academy establish procedures to follow up with MNPS when the 
billing period of invoices received is unclear or appears to be incorrect. This procedure will help 
ensure that expenses are being recorded in the proper period.

Management’s Response

The School agrees with the audit firm’s recommendation, and management will confirm the 
correct date ranges for all invoices with MNPS as part of our annual year end close to ensure 
these are recorded in the correct fiscal year.
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*  *  *  *  *

We believe that the implementation of these recommendations will provide the Academy with a 
stronger system of internal control while also making its operations more efficient. We will be 
happy to discuss the details of these recommendations with you and assist in any way possible 
with their implementation.

This communication is intended solely for the information and use of management, the Board, 
and others within the organization and is not intended to be and should not be used by anyone 
other than these specified parties.

Nashville, Tennessee
December 27, 2017
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