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Audit: County cuts lead to less tax scrutiny

County could miss out on money it's due
By ERIN COX, Staff Writer

Published 03/23/09

An annual financial audit has revealed that the county no longer makes sure it collects all the

sales taxes due to it.
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Lean budget times have prevented the hiring of an employee to look over county sales-tax

receipts, a job that in the past has uncovered errors as large as $40,000 in the county's favor.

To overcome a growing budget shortfall, the county has had three consecutive hiring freezes.
And in an effort to create a balanced budget for this year, county managers last May decided

to eliminate the position that completed the sales-tax audit, which was previously done on a
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three-year cycle.

The weakness was isolated by county auditors, who are required by law to preform an annual
review of the county's financial reports. This report was overseen by County Auditor Teresa
Sutherland, who this year worked with the independent Hunt Valley-based accounting firm SB

&amp; Co., and reviewed the books for fiscal 2008, which ended June 30.

The tax auditing was only one part of the eliminated job's function, and administration officials
told the County Council it would not be cost-effective to hire a contractor for the job. Instead,
the county Finance Office will monitor receipts and audit sales taxes only when something

appears abnormal, they said.

"We still have sales-tax accountants that get all the returns and go through them looking for

any unusual trends, looking for drops," said Controller Rick Drain.

Council members expressed concerns that the county could be shortchanged, and other
officials were hesitant to publicize the weakness, lest companies start skimping on money

owed to Anne Arundel County.

Others feared this example was the first hint that cost-cutting might be going too deep,

affecting what Councilman Ron Dillon called "muscle" functions of government.

"When you start cutting vacancies, you need to be aware of what happens to the internal

controls," said Dillon, R-Pasadena.

The recent audit also discovered that county employees overcharged commercial developers
and collected wrong impact fee amounts in at least five instances. The audit checked only a
sample of the impact-fee calculations, finding that no employees ever reviewed how the fee

was calculated.
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In another department, county workers failed to send more than 20 delinquent accounts to tax

sale in order to recoup $950,000 in unpaid fees related to sewer and water systems.

Other audit findings reflected less-than-ideal-bookkeeping, but only one issue rose to what's
known, in auditing parlance, as a "significant deficiency" - a bad accounting practice that

creates "more than a remote likelihood" that accounting documents will be wrong.

The auditors said the way the county prepares the list of federal grants constituted a

significant deficiency.

The auditing of county sales taxes included the fees paid by phone companies, mobile home
companies, utility companies such as Baltimore Gas and Electric Co., and all of the hotels in

the county, as well as businesses like parking garages.
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