


    

  
 

 

      
     

            

               

         

             

                

                

           

            

             

              

  

 

          
         

   



 
Office of the County Auditor  1 
 

EXECUTIVE SUMMARY 
  
We conducted a performance audit of the room rental tax collected by the Department of Finance 
(Finance).  The objectives of our audit were to: 
 

1. Determine if adequate controls exist over the collection of room rental taxes. 
2. Ensure the completeness and accuracy of tax collections. 
3. Ensure that collections are allocated in accordance with the Howard County Code. 

 
Conclusions 
 
Regarding our first objective, we found that Finance had not taken steps to verify the propriety of 
tax payments, including amounts exempt from taxation as reported by hotels. In addition, 
Finance had no process in place to ensure that it identified all hotels subject to the tax. 
 
For our second objective, our testing disclosed that Finance received and properly deposited tax 
receipts. Finance has taken actions to identify and follow up on delinquent taxpayers. 
 
For our third objective, we found that the taxes collected were not allocated in compliance with 
the County Code. 
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Finding 2 
Finance did not have a formal process to ensure that it identified all hotels subject to the 
tax. 
 
Finance did not have a formal process to ensure that it had identified all hotels subject to the 
room rental tax. Finance advised that it uses informal processes such as searching the internet to 
identify new properties subject to the tax. We obtained a listing of all hotels, motels and bed and 
breakfast inns licensed by the Department of Inspections, Licenses and Permits (DILP) and 
compared this list to records maintained by Finance. We found one motel licensed by DILP that 
was not included in Finance’s records. This motel was not paying room rental taxes. 
 
We recommend that Finance periodically compare its records with entities licensed by DILP 
and research any differences. We recommend that Finance contact the motel which is not 
paying room rental taxes, inform it of the requirement, and collect all back taxes owed.  
 
Administration’s Response:   
 
The Administration concurs with the finding. Finance is in the process of developing an internal 
control to include a yearly comparison between their records and DILP’s records to reconcile all 
hotels and motels that are subject to the tax. Finance will perform further investigation to 
determine if there is a cost benefit to expending staff time to calculate and collect the back taxes 
owed by the motel identified in this report. 
 
 
Finding 3 
Finance did not implement procedures to ensure the accuracy and propriety of amounts 
reported by taxpayers. 
 
Finance did not ensure that amounts reported by taxpayers, including any exemptions allowed 
under the Code, were supported by records maintained by the hotels. The Code requires all 
taxpayers to keep records used to compile the monthly returns for two years. It further gives 
Finance the right to inspect those records.  
 
We recommend that the Administration periodically review the records maintained by the 
hotels to support the tax returns and related tax payments. 
 
Administration’s Response: 
 
The Administration concurs with this finding. The Administration is currently working internally 
to determine the most effective way to go about performing periodic reviews of the records 
maintained by the hotels and motels.   
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AUDIT SCOPE, OBJECTIVES AND METHODOLOGY 
 
We conducted a performance audit of the room rental tax collected by the Department of Finance 
(Finance). We included tax collections and related documentation for the period from July 1, 
2014 to January 31, 2016.   
 
We conducted our audit in accordance with generally accepted government auditing standards 
prescribed by the Comptroller General of the United States. Those standards require us to 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 we 
obtained provides a reasonable basis for our findings and conclusions based on our audit 
objectives.  
 
The objectives of our audit were to: 
 

1. Determine if adequate controls exist over the collection of room rental taxes. 
2. Ensure the completeness and accuracy of tax collections. 
3. Ensure that collections are allocated in accordance with the Howard County Code. 

 
To accomplish our objectives, we met with Finance staff to document formal procedures and the 
internal controls over the tax collection process and related recordkeeping. We tested the 
propriety and accuracy of tax collections and follow up on delinquent accounts. We compared 
Finance records to records maintained by DILP to determine the completeness of Finance 
records. We also reviewed data from SAP. We performed various tests of the relevant data and 
determined that it was sufficiently reliable for the purposes the data was used for during the 
audit.  
 
Finance management is responsible for establishing and maintaining effective internal control.  
Because of inherent limitations in internal control, errors or fraud may nevertheless occur and 
not be detected. Also, projections of any evaluation of internal control to future periods are 
subject to the risk that conditions may change or compliance with policies and procedures may 
deteriorate. 
 
We conducted our field work from February to March 2016. Finance’s responses to our findings 
and recommendations are included in this report. 
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