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Honorable Members of the County Council
Honorable Kevin Kamenetz, County Executive
Baltimore County, Maryland

In accordance with Section 10-1-108(b)(3) of the Baltimore County Code, we have
reviewed the annual financial reports submitted by organizations that received County
grant funds for arts, sciences, and cultural enrichment during the fiscal year ended
June 30, 2010. This Code section requires all organizations that receive in excess of
-$10,000 of arts and sciences grant funds per fiscal year to submit audited financial

statements or acceptable equivalents for review by the County Auditor.

The grant agreement between the County and each reéi'pient organization requires the
annual report to be submitted no later than 150 days éfter the end of the organization’s
fiscal year. For the fiscal year ended June 30, 2010, funds totaling $4,151,500 were
disbursed to 33 organizations that received arts and sciences grant funds in excess of
$10,000. Due to the grantees’ fiscal year ends, 30 of the 33 organizations were
required to submit audited financial statements or acceptable equivalents as of the end
of our review on February 18, 2011, and 3 are required'to submit reports after the
review period. Similarly, 3 organizations that received in excess of $10,000 of County
arts and sciences grant funds totaling $115,000 for the fiscal year ended June 30, 20_09
were not required to submit their annual reports as of the end of our FY 2009 review

(on March 26, 2010} and are included in this review.

Our review disclosed that 5 of the 33 organizations with reports due within the March
27, 2010 to February 18, 2011 pericd did not submit the required annual reports. In
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addition, we noted that of the 28 reports submitted, 21 were received 2 to 220 days
after the 150-day reporting deadline. We were unable to determine the timeliness of 3
reports due to a lack of documentation of the date the reports were received. We
further noted that the 28 reports received contained insufficient detail to determine

accountability of the County arts and sciences grant funds. Finally, we noted that FY
2010 grant funds were distributed to one organization that had not submitted the

required annual report.

Due to a change in administrative fespon‘sibility for the arts and sciences grant awards
process, which occurred during FY 2011, the Department of Recreation and Parks
disbursed the FY 2010 grant awards while the Department of Economic Development
received the required annual reports supporting the FY 2010 grant awards. A
'subsequent. change in administrative responsibility transferred program support staffing
to the Office of Communications. A response to our findings from the Office of

Communications is included as Appendix A to this report.

We wish to express our appreciation to the Office of Communications for the

‘cooperation and assistance extended to us during our review.

Our reports and responses thereto are available to the public and may be obtained on-
line at “www.baltimorecountymd.gov/agencies/auditor’ or by contacting the Office of
the County Auditor, 400 Washington Avenue, Towson, Maryland 21204.

Respectively submitted,

Lauren M. Smelkinson, CPA
County Auditor
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Background Information and Purpose of Review

Each year the County provides grant funds to various organizations for the purpose of
developing, coordinating, and promoting the visual arts and sciences. The
Commission on Arts and Sciences is responsible for recommending to the County
Executive the organizations to fund and the respective grant amounts. The County
Executive considers the Commission’s recommendations and determines the amount
of grant funds for each organization to be included in the proposed operating program
budget, which is submitted to the County Council for approval. In addition to this
program budget approval, individual arts and sciences grants in excess of $5,000 are
subject to Council approval when awarded.

The Baltimore County Code, Section 10-1-108(b)(3) requires recipients of County grant
funds for arts, sciences, and cultural enrichment in excess of $10,000 per fiscal year to
submit “...an annual audit by a certified public accountant or acceptabie equivalent
which will reflect the accountability of the grant or grants received....” Further, the
Code providés that the annual reports shall be submitted to the County Auditor for
review. In addition, the grant agreements between the County and the grantees
require that the annual reports be provided within 150 days of the completion of the
grantee’s fiscal year and identify the County grant funds received. '

Forthe fiscal year ended June 30, 2010, grant funds totaling $4,151,500 were awarded

to 33 organizations that received in excess of $10,000 of County arts and sciences
grants. Due to the grantees’ fiscal year ends, 30 of the 33 organizations were required
to submit audited financial statements or acceptable equivalents as of the end of our
review on February 18, 2011. Additionally, 3 organizations that received in excess of
$10,000 of County arts and science grant funds totaling $115,000 for the fiscal year
ended June 30, 2009 that were not required to submit their annual reports as of the
end of our FY 2009 review (on March 26, 2010) are included in this review.

The purpose of our review‘was to determine whether the organizations that received
County arts and sciences grants in excess of $10,000 complied with the
aforementioned reporting requirements.

The responsibility for administering the arts and sciences grant funds was transferred
from the Department of Recreation and Parks to the Department of Economic
Development effective July 1, 2010. The Depaﬁment of Recreation and Parks
disbursed the FY 2010 grant awards; the Departmént of Economic Development
received the required annual reports supporting the FY 2010 grant funds awarded.
During FY 2011, a subsequent change in administrative . responsibility transferred
program support staffing to the Office of Communications.



Findings and Recommendations

1. "Of the 33 organizations that received County grant funds in excess of $10,000
and were required to submit annual reports during our review period as of
February 18, 2011, 5 did not submit the required annual reports. Of the 28
reports submitted, 21 were submitted after the 150-day reporting deadline.
We were unable to determine the timeliness of 3 reports due to a lack of
documentation of the date the reports were received. '

The Baltimore County Code, Section 10-1-108(b)}(3) requires recipients of County arts
and sciences grant funds in excess of $10,000 per fiscal year to submit an annual audit
by a certified public accountant or acceptable equivalent, which reflects the
accountability of the grant funds received. The grant agreement between the County
and each recipient organiZation further requires the annual report to be provided within
150 days of the completion of the organization’s fiscal year.

Our review disclosed that of the 33 organizations that received County grant funds in
excess of $10,000 and were reduired to submit annual reports during our review period
as of February 18, 2011, 5 organizations had not submitied the annual reports as
required. Consequently, there was no accountability for the County grant funds totaling
$113,000 disbursed to these five organizations.

Our review also disclosed that 21 reports were submitted 2 to 220 days after the 150-
day deadline. We were unable to determine the timeliness of three annual reports
submitted because the dates the reports were received were not documented.

To ensure the accountability of arts and sciences grant funds disbursed, we
recommend that the Department (and subsequently the Office of
Communications) pursue the receipt of the five annual reports not submitted or
require the organizations to repay the grant funds to the County. We also
recommend that the Department document (e.g., date stamp) the date that
~annual reports are received to enable the Department to monitor compliance
with the 150-day reporting deadline.

2. The 28 annual reports that were received as of February 18, 2011 did not
provide sufficient detail to determine accountability of the County grant
funds.

As previously mentioned, the Baitimore County Code, Section 10-1-108(b)(3) requires
recipients of County arts and sciences grant funds in excess of $10,000 per fiscal year



to submit an annual audit by a certified public accountant or an acceptable equivalent,
which reflects the accountability of the grant funds received. Additionally, the grant
agreement between the County and each organization specifically requires the annual
report to identify the amount of arts and sciences grant funds received. However, we
" noted that none of the 28 reports that were received as of February 18, 2011 provided
sufficient detail to reflect the accountability of the expenditure of County grant funds in
accordance with the terms of the grant agreements. '

For example, the grant agreements expressly prohibit the use of grant funds for
lobbying activities. However, the audited financial statements submitted by an
organization that received $95,000 of arts and sciences grant funds during FY 2010
disclosed that the organization expended $15,100 during the year for lobbying services
provided by a board member. Since the audited financial statements did not provide
sufficient detail of the accountability of the County grant funds; the County lacks
adequate assurance that the grant funds were not expended for the lobbying activities,
which would violate the terms of the grant agreement.

We commented on this condition in our previous reports. In its response to our reports,
the Department of Recreation and Parks concurred with our recommendation to
require recipients to include sufficient detail in their audited financial statements to
reflect the accountability of the County grant funds. However, as of February 18, 2011,
no action had been taken to implément the recommendation.

To provide adequate assurance for the accountability of County arts and
sciences grant funds, we recommend that the Department of Economic
Development (and subsequently the Office of Communications) require grant
recipients to include sufficient detail in their annual reports to reflect the
accountability of the grant funds in accordance with the grant agreements. For
example, sufficient detail could be included in a footnote to audited financial
statements or could be the subject of an attestation report prepared by an
independent certified public accountant in conjunction with or in lieu of an audit
of the financial statements.

3. FY 2010 grant funds were distributed to one organization that had not
submitted the required annual report. ‘

in October 2008, the Department of Recreation and Parks implemented a policy
whereby it would not distribute current year grant funds to any organization until it
received the required annual report. However, our review disclosed that the
Department disbursed FY 2010 County arts and science grant funds to one
organization totaling $25,000 even though it had not received the organization’s



required annual report. Additionally, we were unable to determine whether the
Department disbursed FY 2010 grant funds to two organizations totaling $125,000
($50,000 + $75,000) prior to the receipt of the required annual reports because the
dates the annual reports were received were not documented. '

We recommend that the Department of Economic Development (and
subsequently the Office of Communications) comply with the grant distribution
policy and withhold future grant funding from all organizations until receipt of
the required annual reports. '
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KEVIN KAMENETZ ' DONALD [. MOHLER 11, Directar
Counly Executive : . . (fice af Communicaztons

T Lauien M. Smelkinson
Kir Bager Weeks

e

FROM: Fronda Cohen, Difecw;rf—'—;;s e
- . Baltimore County Cosdimission on Arts & Sciences

SUBJECT:  Atts & Sciences Spscial Report FY 2010

DATE: - May 17,2011

Thank yow for the oppoii:umty to respond to issues identified By the Ofﬁce of thé Anditor during
the contse of performing the review of annial tepoits subniftted by recipletis ofarts and
seiences grants and endowmenss for Y 2010,

We appreciate your recommiciidations and thank your staff for their efforts and assistance during :
this review:

Enclosure
¢g; Fred Homgn

Taonna Morrison
Pon Mohler

sttonc Courthouse {400 Washington Avenue | Towson, Maryland 21204-4665 | Phone 410-887-2470] Fax 410- 337-8496
commupicationsgbaliimorecountymd.gov | wiww.baliimorscountymd.gov:
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Balfimore County Commission on Arﬁs & Sciences
-Grant Reporting  Fiscal Year 2010

Finding 1 : -

Of thie 33 organizations that received County grant funds in excess of $10,000 and were
required to submit annual reports during our review period as of February 18, 2011, 5 did not
submit the required annual reports. . OF the 28 reports submitted, 21 wers submilted after the.
150-tay reporting. deadline. We were tnable to determine the timgliness of 3 reports due to a
lack of documentation of the date the réports were received. ' '

Recemmendation 1

To enstre the accountability of arts and scierices grant funds disbursed, we recommend that
the Department pursue the receipt of the five annual reports niot subimitted or require the
organizations to repay the grant funds to the County. We also recommend that the Department
document {e.g., date stamp) the date that annual reports are received to enable the Department
to ronitor compliance with the 150-gay reporting deadline.

Department Respons \ y _
The Department has received four of the five annual reports not submifted by February 18,
2011, ' : :
The fifthy, Camp Puh'Tok for Boys and Girls, has failed o provide finat reportsad audited
financial staterents which aie required to be submitted to the County apnually pursuant to:
Sections 9 and 10 of the Endowmerit Grant Agréement. Repeated attempts by the County 1o
reach camp management have been ignorad. This faliure constitutes a default underthe
Agreement. The Gounty exercised its right fo terminate the Agreement it a loffer to the
president of Camp PuliTok dated April 25, 2011, and will not disburse any unpaid grant

- procegds. :

Pracedures have heen put in.place fo assure timely reportihg. As of December 2010, alt annual
repotts and financial statements are date stamped upon tegeipt. -

Finding 2 _ ‘
The 28 annual reports that were received as of February 18, 2011 did not provide sufficient
detail to determine accountability of the County grant funds. . .

Recommendation 2

To provide adeguate assurance for the accountability of County arts and sciences grant funds,
we recommend that the Department of Econormiic Develdpment require grant recipients to
inclde sufficient detail in their annual reports to reflect the accountability of the grant funds in
-acoordance with the grant agreements. For example, sufficient detail could be included in a
footnate to audited financial statements. of could be the subject of an attestation report prepared
by an independerit certified publicaccountant in conjunction with or in lieu of an audit of the
“financial statements.

Department Response
In light of Section 10-1-108(b)(3), Baltimere County Code, recent examples of non-compliance
with grant agreements by grantees associated with the Arts & Sciences Commission grant



Agency Response
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application process, and a recognition by the Office of Budget and Finiance that receipt of “a
annuat audit by a certified public accountant or acceptable equivalent” would be in Ba[tlmore
County's best interests, the Office of Budget and Finance commits to further examing and
implenient procedires thiat will ensure statutory compliance and to assist the Office of
Cornmunications with said implementation. We are especially aware of the need to inform and
educate grant recipients of the' County’s intent fo gnforce mandatory repeirting.

Finding 3
FY 2010 granf funds were distributed to one arganization that had not submitted the reguired

anrual report,

Recammendatfon 3
VWe recommend that the Departiment of Ecoriemic Deyeiopment comply with the grant
distribution policy and withhold future grant funding from all erganizations until receipt of the

required annual reports.

Department Response

FY10 County arts and science grant. funds wiere sent fo Camp Puh*Tok hased on repeated
assurances from the grant recipient that required decuments would be submitted ininvediately.
As noted in the response to finding #1, the County has exercised its right to terminate the Grant
Agreement in a letter to the president of Camp PulTok dated April 25, 2011, and will not

_disburse any unpaid grant proceeds.

The Depaﬁment will comply with the grart distribution policy and withitold future granf funging
from ali organizations uriti receipt of Ehe raquired annual reports.
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Kimberly A. Bauer-Weeks, CFE, CISA, CGAP, CBM
Audit Manager :

Megan R. Dovell
Staff Auditor
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