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January 23, 2018
Jason T Garnar, County Executive:

The Department of Audit and Control has audited the Hotel/Motel Occupancy Tax returns of five establishments for the period September 1, 2016 through November 30, 2016. The principal objective was to verify that the tax on the occupancy of hotel or motel rooms was collected, reported and remitted to the Office of Management and Budget in accordance with Article III of the Regulatory Local Laws section of the Broome County Charter and Code.

The audit was conducted in accordance with generally accepted auditing standards. Such standards require that the Department of Audit and Control plan and perform the audit to adequately assess the accuracy of the financial records and adequacy of the internal controls, and that we examine, on a test basis, sufficient, competent and relevant evidence to afford a reasonable basis for our conclusions.

Based on the results of our examination, except for the instances noted herein, it is our opinion that the Hotels, Motels and other reporting establishments (bed and breakfasts) are properly collecting, reporting and remitting occupancy tax to Broome County.

Sincerely,

Alex J. McLaughlin

Comptroller

cc: Daniel J. Reynolds, Chairman of the Legislature

     Members of the Legislature

     Aaron M. Martin, Clerk of the Legislature







     Jerome Z. Knebel, Director of OMB

     All Reporting Hotels and Motels
Background Information:
The intent of the Hotel/Motel Occupancy Tax is to provide funds for the promotion of Broome

County and its city, towns and villages in order to increase convention, trade show and tourist business in the county.

The purpose of the Hotel/Motel Occupancy Tax Compliance Audit is to obtain reasonable assurance that the tax on the occupancy of the hotel and motel rooms is being collected, reported and remitted to the Office of Management and Budget in accordance with Article III of the Regulatory Local Laws section of the Broome County Charter and Code.

The amount of Hotel/Motel Occupancy Tax budgeted for 2016 was $1,850,000.  As of December 2016 $1,768,812 had been remitted to Broome County. We reviewed the period September 1, 2016 through November 30, 2016 in detail. Receipts for the quarter were $341,180.
In preparation for our Audit, we reviewed the applicable laws governing the occupancy of hotel and motel rooms. We obtained and reviewed a listing of hotels and motels and other reporting establishments (bed and breakfast, etc…) located within Broome County. We obtained and reviewed all occupancy tax returns submitted for the quarter ending November 30, 2016. We also requested and reviewed written policies and procedures used by the Office of Management and Budget to administer and collect the tax.

From our list of hotels, motels and other reporting establishments we judgmentally selected five establishments to visit. At the selected establishments, we sampled invoices for rental charges, verified the tax exempt status of guests that were not charged the tax and reviewed applicable records (sales journals, general ledgers, etc…) used to prepare the occupancy tax returns.

We thank the Hotels, Motels, and Bed and Breakfast establishments for their cooperation.

Prior Audits:

The Department of Audit and Control has previously audited the Hotel/Motel Occupancy Tax in

1996, 1998, 2006, 2007 and 2012.
AUDIT FINDINGS, RECOMMENDATIONS AND RESPONSES
FINDING 1:  CERTIFCATE OF AUTHORITY IS NOT PROPERLY DISPLAYED
During our examination, we noted that the West Branch Angler and the Econo Lodge Inn did not 

properly display their certificate of authority to collect occupancy tax.
Article III of the Regulatory Local Laws of the Broome County Charter and Code, §185-14, 

states “The Director of Management and Budget shall, within five days after such         registration, issue without charge to each operator a certificate of authority empowering such operator to collect the tax from the occupant…” “…Such certificates of authority shall be 

prominently displayed by the operator in such manner that it may be seen and come to the notice of all occupants and persons seeking occupancy.”

Failure to display certificate of authority may cause occupants to question whether the collection of tax is authorized.

RECOMMENDATION:
We recommend that The West Branch Angler Hotel and The Econo Lodge Inn prominently 

Display their certificates of authority in accordance with Article III of the Broome County Charter.                                                   
MANAGEMENT RESPONSE:

                                                               N/A
FINDING 2:  LATE FILING OF OCCUPANCY TAX RETURNS
During our audit, we examined whether returns were filed within the established time frame.  We compared the date that the occupancy tax returns were received to the due date for the 

returns.  We noted 1 instance where the received date was 30+ days past the due date.  We also noted an additional 15 instances where the returns were not stamped with a received 

date, so we were unable to determine if they were filed within the established time frame.

Article III of the Regulatory Local Laws of the Broome County Charter and Code, §185-17, 

states “Every operator…shall file with the Director of Management and Budget a return of occupancy and of rents and of the taxes payable thereon for the periods ending on the last day of February, May, August and November each year…Such returns shall be filed within 20 days from the expiration of the period covered thereby.”
The Office of Management and Budget policies and procedures state that “If not received before the due date interest will begin to accumulate after the passing of the next month…Late remittances are subject to a penalty of 5% of the tax due plus interest at the rate of 1% of the tax for each month late.”
Not measuring and enforcing timely filing of returns could lead to reduced overall compliance and missed penalty revenue.                    
RECOMMENDATION:
We recommended that the Office of Management and Budget stamp in every return with a received by date and compare it to the quarterly filing due date. We further recommend that late filers be assed applicable penalties.
MANAGEMENT RESPONSE:

The Office of Management and Budget maintains a spreadsheet which lists all the establishments which it is authorized to collect occupancy taxes from, the date that the cash receipt is processed as well as the dollar amount collected.  After reviewing the spreadsheet and the cash receipts, OMB is confident that there was no loss in revenue for any of the above instances.  

OMB’s current policy is to require all incoming mail to be date stamped prior to distribution within the department.  All OMB staff will be reminded of this policy and that it will be strictly enforced.   
FINDING 3:  MICROTEL BY WYNDHAM  DID NOT SIGN RETURN
During our audit, we verified that the returns filed are signed by the operators.  We came across one instance in which Microtel by Wyndham did not sign their return.

Article III of the Regulatory Local Laws of the Broome County Charter and Code, §185-18, states “If a return required by this article is not filed, or a return when filed is incorrect or 

insufficient on its face, the Director of Management and Budget shall take the necessary steps to 

such a return or of a corrected return.”

The Office of Management and Budget’s policies and procedures state that “Returns must be complete and signed or they are returned.  If not received before the due date interest 

will begin to accumulate after the passing of the next month.”
Requiring the operator to sign the Occupancy Tax Return highlights responsibility for the information provided.   
RECOMMENDATION:

We recommend that the Office of Management and Budget ensures that every return is complete 

upon arrival and follows through on their procedures if information is lacking.

MANAGEMENT RESPONSE:

The Office of Management and Budget’s occupancy tax process requires that the quarterly returns be reviewed for accuracy and signature prior to accepting the funds for payment.  Each employee that completes departmental cash receipts will be reminded to review the forms for accuracy prior to cash receipting the funds.  Incomplete, inaccurate or unsigned forms will be returned to the operators to be corrected and returned.  


FINDING 4:  GRAND ROYALE DID NOT PROPERLY CALCULATE OCCUPANCY TAX DUE

During our audit, we traced the information provided on the operator’s Hotel/Motel Occupancy Tax Return to their records of occupancy, gross rental income, rental income exempt from occupancy tax and occupancy tax collected.  Additionally, we compare the occupancy tax due to sales tax reports filed by the establishment for the same period.  We noted that the Grand Royale made an error in the reported tax due to Broome County.  The Grand Royale reported $3,181 in error, the amount reported should have been $3,300 a difference of $119.

Article III of the Regulatory Local Laws of the Broome County Charter and Code, §185-19,

states “If a return required by this article is not filed, or a return when filed is incorrect or 

insufficient, the amount of tax due shall be determined by the Director of Management and Budget…Notice of such determination shall be given to the person liable for the collection and/or payment of the tax.

Failure to properly calculate amounts due results in a loss of revenue to Broome County.   

RECOMMENDATION:

We recommend that the Office of Management and Budget work with the Grand Royale to 

collect the remaining occupancy tax due.

MANAGEMENT RESPONSE:

The Office of Management & Budget will notify the Grand Royale of the error discovered by Audit & Control when the hotel was audited and invoice the hotel for the additional occupancy tax due to the County.  
