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                         Introduction 
 

The primary purpose of this limited scope audit was to review and evaluate the overall adequacy 

of compliance by a sample of the City’s motels and hotel with the City’s Transient Occupancy 

Tax Ordinance Code, Article 6, Sections 7-601 through 7-619. A copy of this Ordinance Code is 

attached to this report as Exhibit A for reference purposes.  

 

The audit procedures included, but were not limited to: a) the examination of relevant TOT 

monthly tax returns and related documents filed with the City’s Business Tax Division by a 

sample of motels and hotels operating in the City of Fresno, b) “field audits” were conducted by 

the Principal Internal Auditor and an Accountant-Auditor from the Business Tax Division at the 

sampled motels and hotels, and c) additional tests of records and audit procedures were 

performed as considered necessary under the circumstances. Limited review procedures were also 

performed as related to both of the Collection Agencies who are providing contractual collection 

services for the City specific to the City’s delinquent TOT. 

      

When a new motel/hotel is constructed in the City of Fresno, the business owner is required to 

register with the City Business Tax Division and to apply for a “Certificate of Authority” in order 

to assess and collect TOT. The Business Tax Division maintains a TOT billing database and 

related listing of all motels and hotels who have “registered” with the City in order to operate 

their business and assess, collect and remit the appropriate TOT to the City.  

 

Monthly reporting and payment forms are sent to each of the motels and hotels in the Business 

Tax database, and they then have twenty (20) days to report their prior months’ activities and to 

pay the appropriate TOT. The current TOT percentage is 12% of the monthly taxable room 

receipts as per the City’s current Master Fee Schedule. A completed and signed tax return must 

also be filed even if no tax is due. 

 

Note: For the fiscal year ending June 30, 2013, the City received approximately $9,390,000 in 

TOT (room tax) revenues for the General Fund per the City’s PeopleSoft Financial System. 

 

     Conclusion 

 
Overall, the Finance Department and Business Tax Division staff should be commended for their 

efforts in the administration and recordkeeping related to the City’s TOT Program, especially 

with the limited staff they have due to budget reductions and constraints that has occurred these 

past several years. However, there are several areas noted during the course of this limited scope 

audit for improved recordkeeping and enhanced efforts to ensure compliance with the City’s TOT 

Ordinance Code by all motels and hotels operating in the City of Fresno. Hopefully, with the 

recent hiring of a new Accountant-Auditor position in the Business Tax Division, the “In-house 

Auditing” of the TOT Program by this individual will enhance and strengthen this Program and 

the related TOT being reported and remitted to the City. 

 

     Audit Scope, Findings and Recommendations 

 
The audit period and related tests of TOT records was performed for the period December 2012 

through June 2013. The Business Tax Division’s “TOT Active Accounts (Motels and Hotels) 

Listing” as of May 24, 2013, reflected a total of 94 Accounts. Internal Audit then selected a 

sample of 10 motels/hotels from this listing (approximately 10%) to perform TOT “field audits”. 
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Input of suggested motels and hotels for audit was also provided to Internal Audit by the Business 

Tax Division staff as part of this sample selection.  

 

The ten (10) sampled motels and hotels that “field audits” were conducted on during the month of 

August 2013, are as follows: 

 

Calwa Hotel – 3978 E. Calwa Avenue, Fresno, CA 93725 

Astro Motel – 3393 N. Parkway Drive, Fresno, CA 93722 

El Muir Motel – 2339 S. ‘G’ Street, Fresno, CA 93721 

River Park Inn – 6090 N. Blackstone Avenue, Fresno, CA 93710 

Red Roof Inn – 4141 N. Blackstone Avenue, Fresno, CA 93726 

Days Inn – 4061 N. Blackstone Avenue, Fresno, CA 93726 

Motel 6 #0006 – 4245 N. Blackstone Avenue, Fresno, CA 93726 

Vagabond Inn – 2570 S. East Avenue, Fresno, CA 93706 

Residence Inn – 5322 N. Diana Street, Fresno, CA 93710 

Piccadilly Inn Airport – 5115 E. McKinley Avenue, Fresno, CA 93727 

 

Following are the various audit findings noted during this limited scope audit. Audit 

recommendations are also proposed by the Principal Internal Auditor to City Management for 

improved internal controls, recordkeeping practices and compliance with the City’s TOT 

Ordinance Code by all appropriate parties. 

 

Motels and Hotels – “Registration Forms” – Contact Information Out of Date 

 
The contact information for the 10 sampled motels and hotels was provided to Internal Audit by 

the Business Tax Division for purposes of scheduling the TOT “field audits”. The source of this 

contact information was from the “Transient Room Tax Registration” forms on file in the 

Business Tax Division, which included the name of the motel/hotel, the owner/manager name, 

and contact phone number. 

 

During the course of the “field audits”, it was noted that the contact name and/or phone number 

for more than half of the 10 sampled motels/hotels was out of date and not current. One motel’s 

name had been changed and did not agree to the original registration form nor the “Certificate of 

Authority” displayed at the motel’s location. 

 

Audit Recommendation 

 

1. The Business Tax Division should send out new “Transient Room Tax Registration” 

 forms to all motels and hotels operating in the City of Fresno to ensure the accuracy of  

 the current motel/hotel’s name, owner/manager’s name, and contact phone number. This 

 can be done in conjunction with the sending out of the monthly TOT tax return forms to 

 all motels and hotels in the Business Tax Division’s current database. New “Certificates 

 of Authority” should then be re-issued to all applicable motels and hotels operating in the 

 City for compliance with the TOT Ordinance Code. 

 

Management Response to Audit Recommendation 1 

Finance agrees with this recommendation. 

 

Finance was recently fortunate enough to add an Accountant-Auditor position to its team of 

Business Tax professionals and has been training this individual to take on the role of Business 

Tax and TOT auditor.  Under the gracious tutelage of Bob Koury and this limited-scope TOT 



4 
 

audit, this individual is now better prepared to take on many of the recommendations as outlined 

in this report.  Finance agrees that we should, as soon as possible, take on the task of updating our 

data base with the most current hotel/motel information available, including the hotel 

owner/manager’s name and contact information.  This can best be accomplished, as 

recommended, by sending out new “Transient Room Tax Registration” forms along with the 

monthly TOT forms.    

 

The economic crisis of the past several years has greatly impacted the hotel/motel industry and as 

a result, many have changed hands over the past several years, sometimes more than just once 

within a year.  Now that the economy appears to be stabilizing and perhaps the hotel/motel 

business as well, the present would be an excellent time to update our records.   Our new 

Accountant-Auditor will enable Finance to move forward on this recommendation.  We anticipate 

that over the course of the next three to six months we should be able to update the City’s data 

base with more timely and accurate information.   The City has also been working closely with 

the independent staff of the Convention Center Bureau in their efforts to collect TBID receipts 

and as a result a sharing of contact data has taken place whenever possible. This should also 

supplement this process.   

 

Transient Occupancy Tax Ordinance Code and City’s Tax Return Form 

 
The City’s Transient Occupancy Tax Ordinance Code, Article 6, Sections 7-601 through 7-619 

were significantly revised and approved by the City Council, effective October 5, 2012. This 

Ordinance Code specifically guides and regulates all motels and hotels operating in the City of 

Fresno as related to the City’s TOT Program and the compliance thereof by all such motels and 

hotels in our City.  

 

During the course of our TOT “field audits”, all ten sampled motels and hotels were not familiar 

with nor aware of this City Ordinance Code as a motel or hotel operator within our City. The 

most significant revisions to this Ordinance Code that became effective on October 5, 2012, that 

all motel and hotel operators should be well aware of pertained to Section 7-608 – Penalties and 

Interest related to their TOT tax returns. 

 

It was also noted that the current “Transient Occupancy Tax Return” form (copy attached as 

Exhibit B to this report) being used by the City’s Business Tax Division has not been updated in 

accordance with the Ordinance Code revisions effective October 5, 2013. Section 7-608 was 

expanded with additional collection mechanisms and processes related to unpaid and delinquent 

TOT taxes owed the City, i.e. subsections (f) – (i) of this Ordinance Code Section were added 

effective October 5, 2013. However, the second page of the current TOT Tax Return Form does 

not include these revised Ordinance Code Sections. 

 

Audit Recommendations 

 

2. The City’s Business Tax Division should, in the most cost effective manner, provide a 

 copy (electronic copy preferred) of the City’s updated TOT Ordinance Code to all active 

 motels and hotels operating in the City of Fresno for enhanced compliance with this Code 

 and possibly increased tax revenues. This can be done in conjunction with the  sending 

 out of the monthly TOT tax return forms to all motels and hotels in the Business  Tax 

 Division’s current database.  
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3. The current “Transient Occupancy Tax Return” form (second page) should be updated as 

 soon as possible to include all appropriate revised Sections of the Ordinance Code that 

 became effective October 5, 2013, specific to Penalties and Interest. The City Attorney’s 

 Office may need to be consulted with by the Finance Department in the implementation 

 of this recommendation. 

 

Management Response to Audit Recommendations 2 & 3 

Finance agrees with this recommendation - with clarification. 

 

The Municipal Code was fairly recently updated and revised as a result of limitations it created 

for the Convention Center Bureau in its efforts to collect delinquent TBID amounts owed.  The 

Municipal Code was written exclusively for TOT long before TBID was even thought of and as a 

result it restricted the City from sharing relevant information with the CVB which would enable 

their collection efforts.  At the same time the Municipal Code was being revised for this purpose, 

other provisions were added that would facilitate the City in its collection effort for TOT.  

  

Upon the adoption of the new Municipal Code language, several inconsistencies were noted that 

required consultation with the City Attorney’s Office in order to ascertain if the corrections were 

more clerical in nature or if they would require a return to Council.  For years the Municipal Code 

has allowed for Penalties and Interest assessments related to TOT delinquencies.  During the 

course of revising the Municipal Code this rate was changed from one-half of a percent to “one 

percent per month on the amount of the tax, exclusive of penalties, from the date upon which the 

remittance first became delinquent until paid”.  (Section 7-608 (d).  In Section 7-609 (e), the 

intent had been to revise that rate from one-half of a percent to one percent.  As a result of a 

typing error, instead the rate is reflected as one-half of one percent per month.  In speaking with 

the City Attorney, he advised that this section covers when the Tax Administrator allows for a 

one month extension for the filing of TOT returns for good cause and that the rate kicks in only 

when the extension period lapses and the filing then becomes delinquent.  These two rates are not 

inconsistent, and may be left as is until the next revision to the code. 

 

The last issue that needs to be resolved is whether or not the penalties and interest aspects of this 

code section need to be presented in the Master Fee Schedule.  They do not appear to have ever 

been included in the Master Fee Schedule. The question is whether the penalty and interest fees 

should be added to the Master Fee Schedule before the Municipal Code is sent out electronically 

or otherwise.  These issues have also held up the revision to the TOT Return itself. 

 

After the Municipal Code TOT sections have been finalized, Business Tax will offer options to 

obtain the code electronically and by referral to the City Clerk’s office if a hard copy version is 

desired.   

 

Non-Filing of TOT Tax Returns 

 
Only one motel out of the ten sampled motels was noted as having not filed any TOT tax returns 

– this was the Calwa Hotel at 3978 E. Calwa Avenue. The Hotel manager simply stated that he 

had no “taxable receipts” for purposes of completing and filing a TOT tax return with the 

Business Tax Division. However, a completed and signed monthly return must still be filed even 

if no tax is determined to be due by the motel or hotel manager. 
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Audit Recommendation 

 

4. The City’s Business Tax Division should formally communicate with the Calwa Hotel 

 and direct them to commence the immediate filing of their monthly TOT tax returns, 

 even if they report no “taxable receipts”. These type TOT returns can then be 

 subsequently audited via a more thorough “field audit” to verify the accuracy of the 

 amounts reported on their monthly returns. 

 

Management Response to Audit Recommendation 4 

Finance agrees with this recommendation. 

 

Since the draft TOT audit report was prepared on September 3, 2013, the Calwa Hotel has filed 

all missing monthly TOT tax returns for 2013 and is current through July with their reporting.   

 

 

Non-Existent and/or Non-Displayed “Certificate of Authority” or Current Business 

License 

 
Section 7-607 of the City’s TOT Ordinance Code specifically states that the “Certificate of 

Authority” issued to all motels and hotels “shall be prominently displayed therein so as to be seen 

and come to the notice readily of all occupants and persons seeking occupancy.” In addition, this 

Section states that “no person or entity shall operate a motel or hotel in this City without a 

current and valid Certificate of Authority”. 

 

In conjunction with verifying compliance with this Section of the City’s TOT Ordinance Code, 

we also verified the existence and proper display of the most current City’s Business License in 

each of the motel or hotel lobbies. 

 

As a result of this audit procedure/observation during our “field audits”, seven of the ten sampled 

motels/hotels either did not have or was properly displayed either their “Certificate of Authority” 

or their most current Business License, i.e. “9/30/13”, as follows: 

 

Calwa Hotel – 3978 E. Calwa Avenue, Fresno, CA 93725 

Astro Motel – 3393 N. Parkway Drive, Fresno, CA 93722 

Red Roof Inn – 4141 N. Blackstone Avenue, Fresno, CA 93726 

Motel 6 #0006 – 4245 N. Blackstone Avenue, Fresno, CA 93726 

Vagabond Inn – 2570 S. East Avenue, Fresno, CA 93706 

Residence Inn – 5322 N. Diana Street, Fresno, CA 93710 

Piccadilly Inn Airport – 5115 E. McKinley Avenue, Fresno, CA 93727 

 

Audit Recommendation 

 

5. The City’s Business Tax Division should formally follow-up with the above motels and 

 hotels to ensure they obtain and properly display their most current “Certificate of 

 Authority” and Business License so as to be seen and come to the notice readily of all 

 occupants and persons seeking occupancy at their respective motel or hotel.  
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Management Response to Audit Recommendation 5 

Finance agrees with this recommendation. 

 

It is the City’s intent to begin the process of conducting onsite TOT audits in Fiscal Year 2014.  

The first priority in advance of on-site inspections for the specific purpose of verifying the proper 

display of the “Certificate of Authority” and Business License is to ensure that the City has 

proper and accurate hotel/motel names and addresses, as well as the most current owner/manager 

name and phone number.  There may be instances where upon the receipt of the updated contact 

information, it may be determined that the Certificate of Authority and/or Business License is not 

correct and needs to be updated prior to it being displayed.  The City would like to update this 

information first and process new documents as necessary before they are displayed.  

 

In addition, should the City not receive a response to its mailing out of new “Transient Room Tax 

Registration” forms, an onsite visit may enable the City to obtain this information directly.  There 

may however still be instances when the City may need to research independently the ownership 

and contact information should a hotel/motel operator not be cooperative or not be available.   In 

conjunction with these onsite visits to obtain updated information, a plan of action can be 

developed that may include procedures to gather current information as well as to conduct a TOT 

audit simultaneously.   

 

 

Review of Outside Collection Agency Contracts and Delinquent TOT Accounts 

 
The City of Fresno, via the Finance Department, currently contracts with two separate outside 

Collection Agencies – RSI Enterprises, Inc. and Data-Central Collection Bureau, LLC. Several 

different types of City-wide delinquent accounts receivable are assigned to either of the two 

Collection Agencies by appropriate City Departments. However, only delinquent TOT accounts 

assigned to these outside agencies by the Business Tax Division and the related account activities 

and balances are being addressed in conjunction with this limited scope audit. Both Collection 

Agency Contracts have been formally extended by the City through May 5, 2014. 

 

Basically, if any motel or hotel operating in the City fails to comply with any TOT tax deficiency 

determination notice from the Business Tax Division, the delinquent account and amount is sent 

to one of the two approved collection agencies for collection purposes. 

 

Data-Central Collection Bureau – Non-Compliance With Insurance Requirements 

 

The “Certificates of Insurance” provided to Internal Audit by this collection agency only 

addresses the “Errors and Omissions” and “General Liability” insurance requirements as 

stipulated in Section 8.(a) and Exhibit B of the City/Data-Central Collection Bureau Contract, i.e. 

no coverage is reflected for Automobile and Worker’s Compensation Insurance. The “Other 

Insurance Provisions” section of Exhibit B to this contract must also be complied with by this 

contractor, unless there is something in writing from the City Finance Department or Risk 

Management Division that “waives or releases” this contractor from the other contractual 

insurance requirements.  

 

Audit Recommendation 

 

6. The Finance Department should immediately request the Data-Central Collection Bureau 

 to obtain and maintain all required insurance coverage and limits as stipulated in the 

 collection agency contract for contract compliance purposes. The City’s Risk 
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 Management Division should be consulted by the Finance Department regarding this 

 item if considered appropriate. 

 

Management Response to Audit Recommendation 6 

Finance agrees with this recommendation with a caveat. 

 

Finance has attempted to obtain the required insurance coverage and limit information but has 

been experiencing more and more difficulty in obtaining information from Data-Central 

Collection Bureau, not only related to the insurance coverage and limit information, but in 

communications with them as it relates to their collection efforts on behalf of the City.  It is the 

understanding of Finance that Bob Koury, Principal Internal Auditor, also experienced difficulties 

with Data-Central in their lack of responsiveness to his questions and requests for information 

during the course of his audit.  Although Data-Central was willing and did sign the contract 

extension, it is the decision of Finance to discontinue the services of Data-Central and to begin 

the work on going through an RFP process to find and hire at least two responsive vendors for 

collection efforts on behalf of the City.  Until such time as the RFP process is completed, Finance 

will be utilizing the services of RSI exclusively and will no longer do business with Data-Central 

nor pursue insurance certificates from them. 

 

 

Delinquent Accounts and Collection Agency Activities/Balances 

 

As of August 1, 2013, RSI Enterprises, Inc. was still pursuing collections of various delinquent 

TOT accounts that had been assigned to them by the Business Tax Division. The total outstanding 

balance of these delinquent TOT accounts as of August 1, 2013, was $19,778, and represented 

three separate motels. This collection agency receives a 20% collection fee for all delinquent 

TOT account monies they collect on behalf of the City. 

 

When the Data-Central Collection Bureau was requested to provide data related to the delinquent 

TOT accounts assigned to them by the Business Tax Division and the current ending balances as 

of the audit date, they simply indicated that “no accounts had been assigned to them since 2011 

by the Business Tax Division”. Therefore, there is no delinquent account data for purposes of this 

TOT audit to report on accordingly for this collection agency. Note: This collection agency 

receives a 14% collection fee for all delinquent TOT account monies they collect on behalf of the 

City, when applicable. 

 

TOT Ordinance Code Revisions Related to Unpaid and Delinquent Accounts 

 

Effective October 5, 2012, the City’s TOT Ordinance Code was significantly revised. Among 

other revisions, it specifically enhanced the collection “tools” and processes related to delinquent 

TOT taxes owed by the motels or hotels operating in the City of Fresno, i.e. sub-sections (f) – (i) 

were added to Section 7-608 – Penalties and Interest, of the Ordinance Code (see Exhibit A of 

this report). 

 

It is understood that this Ordinance Code revision was effective only ten months ago and that the 

Finance Department has been under-staffed for a long time now. However, any additional or 

enhanced collection “tools” and processes that can be implemented by the Business Tax Division 

to generate additional tax revenue to the City is considered appropriate to pursue. 
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Audit Recommendation 

 

7. The Finance Department – Business Tax Division should consider implementing the 

 enhanced collection “tools” as provided by the revised TOT Ordinance  Code Section 7-

 608 for all delinquent tax accounts and for increased revenues for the City’s General 

 Fund. The City Attorney’s Office should be consulted with by the Finance 

 Department in the implementation of this recommendation. 

 

Management Response to Audit Recommendation 7 

Finance partially agrees with this recommendation. 

 

While Finance has every intention of beginning the process of implementing enhanced collections 

efforts, it is cautious with respect to initiating the “collection tools” recently added to the updated 

Municipal Code particularly in the area of property liens, warrants or sale and seizure of real 

property.  The City must take extra care and caution and not rambunctiously begin filing liens and 

warrants without first engaging in in-depth due diligence  to ensure that the actual property owner 

is aware of the delinquent account situation.  Many of the hotels/motels in Fresno are not owned 

by those individuals managing the property.  The actual property owners may very well be 

absentee owners and may also be completely unaware of the delinquent accounts.  The new and 

enhanced collection tools are “last resort” type of measures that should only be exercised after all 

other efforts have been exhausted.   

 

Until recently, the City had limited staffing to conduct field audits and to perform consistent and 

repeated collection efforts.  Although collection agencies were engaged to assist the City, they too 

cannot and do not focus solely on the City’s accounts.  As the new Accountant-Auditor becomes 

more familiar with collection law and the efforts that the City can engage in, earnest collection 

efforts by the City will ensue.  Only after all of these efforts are exhausted will the City 

contemplate the use of liens, warrants or sale and seizure of real property but not before 

identifying legal ownership.   

 

The Convention Center Bureau is currently in the process of pursing one hotel/motel for 

delinquent TBID payments through the lien process.  This will be observed by the City and used 

as a test of how the process should be handled and what pitfalls to avoid.   

 

 

Future TOT “Audits” 

 
As stated previously in this audit report, the primary purpose of this limited scope audit was to 

review and evaluate the overall adequacy of compliance by a sample of the City’s motels and 

hotels with the City’s Transient Room Tax Ordinance Code, Article 6, Sections 7-601 through 7-

619. Of 94 total motels and hotels operating in the City of Fresno, only 10 were actually visited 

during the course of this audit. Tests for compliance with the Ordinance Code by this small 

sample of motels and hotels was performed, and related TOT records were examined as 

considered necessary under the circumstances.  

 

Based on the audit findings noted throughout this TOT audit report for only 10 of 94 motels and 

hotels operating in our City, the following audit recommendation is being proposed related to the 

City’s TOT Program and future TOT “In-House Audits” going forward. 
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Audit Recommendation 

 

8. The recently hired Accountant-Auditor I in the Business Tax Division should perform 

 more in-depth TOT “audits” of several more of the motels and hotels operating in our 

 City. The “Audit Program” developed by the Principal Internal Auditor can be used as an 

 initial guide for these audits. Compliance testing of the City’s revised TOT Ordinance 

 Code should be covered in conjunction with these audits. However, specific focus and 

 emphasis should be on the verification that all “Gross Rents” collected by the motels and 

 hotels are being reported monthly on their TOT tax returns and that all “Exemptions” 

 reported are adequately documented for TOT calculations and payments to the City. 

 

Management Response to Audit Recommendation 8 

Finance agrees with this recommendation. 

 

The City has every intention of having the newly hired Accountant-Auditor engage in more in-

depth TOT as well as Business License audits in the near future.  Prior to commencing these 

audits, the individual is becoming familiar with the City’s Municipal Code associated with these 

areas as well as becoming knowledgeable of the City’s processes and collection law.  Collection 

law is a very complex and high risk area and caution must be taken so as to not violate consumer 

rights.  Prior to engaging in any measures that would deprive an owner of unencumbered use of 

their property; the City must take every precaution to ensure that it has a legal right to do so.   
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