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Audit Sheds Light on County�s 2007 Deficit 
 
 In January we asked in a Policy Brief (vol.8, no.7): �When did the County�s 2007 deficit 
appear and why?� At that time, we had just learned of the mysterious December 31 
appearance of $22.4 million from state gaming funds. The Chief Executive stated the 
money was needed to cover a deficit in the 2007 budget, a deficit he averred was 
explained thoroughly to the County Council.  However, there is no record or mention in 
the minutes of Council meetings or Budget and Finance Committee meetings to confirm 
that Council had been briefed on an impending 2007 deficit.  
 
At the time of the January Policy Brief, the official, audited accounts of the County�s 
finances were not available making it impossible to say for sure what happened in those 
frantic final months of 2007. The audit is now in and it is quite revealing.  
 
According to the Comprehensive Annual Financial Report for 2007, there are three main 
reasons for the sudden need at year end to find extra revenue or face the prospect of 
seriously depleting an already meager $18 million General Fund balance. The first was a 
substantial shortfall in the revenue from tax lien sales compared to budgeted amounts 
including October�s upward revision of $6 million in expected sales. At the same time the 
spending for the year was amended to rise $9 million through legislation recommended 
by the Executive. The $9 million in extra spending was to be covered by the $6 million in 
higher lien sales, $0.8 million in additional sales tax revenues and $2.2 million more from 
the Federal government. 
 
However, rather than the $25.5 million in tax lien sales revenue projected when the 
amended budget was passed on November 20 (including the share allocated to the Debt 
Service Fund), lien sales actually only produced $9.3 million. The overall shortfall of 
$16.2 million resulted in a loss to General Fund revenue of $14.5 million compared to 
budget. Still, thanks to a greater than expected gain from sales of delinquent taxes along 
with better than expected collections of current taxes and interest and penalties, the net 
property tax shortfall compared to budget was held to $10.5 million.     
 
Moreover, because of nearly $5 million lower expenditures than budgeted�$4 million in 
health and welfare and $0.8 million in economic development�the total revenue to 
expenditure deficit in the General Fund budget was limited to $5.3 million.  
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Second, the County apparently needed $7 million to cover deficits in other funds, headed 
by a $6 million requirement for the deficit in the Enhanced 911 Special Revenue Fund. 
That $7 million was not transferred by year�s end, and as result the General Fund balance 
has a designated or reserved hold of $7 million going into 2008.  
 
And the third cause of the revenue shortfall:  the County needed $6.5 million to transfer 
to the County Grants Fund to cover shortfalls and matches.  
 
Combining all the deficits and needed funds transfers caused the County to be short by 
roughly $18.8 million. And wondrous to say, what should appear on December 31 but 
$19.9 million of Gaming Development and Tourism money by way of a transfer from the 
Debt Service Fund.  The Gaming funds had been credited to the Debt Service Fund 
account as state revenue.   
 
According to the Comprehensive Annual Financial Report the shift of the Gaming dollars 
represents a transfer to the General Fund of over-allocated tax revenue�whatever that 
means.  Since the money was by law intended for Airport use, it should have been listed 
as a transfer from the Airport Authority. After all, they had to agree to relinquish the 
funds for the county to spend them even though the County was entitled to intercept them 
on the strength of a last minute amendment to the state law authorizing spending of 
Gaming dollars in July of 2007.  Nonetheless, the money should have been credited to an 
Airport account and then transferred to the County�s General Fund.     
 
The net of all the shortfalls, a transfer into the General Fund of $900,000 and the 
magically arriving state dollars left the unreserved General Fund balance at $20.3 million, 
an increase of $2.1 million from the 2006 figure of $18.32 million. Not surprisingly, that 
is the difference between the $20.9 million of late arriving transfers, including the state�s 
$19.9 million bailout and the $18.8 million needed to close the budget gap and fund 
shortages. Perhaps this provides a clue as to why the Gaming funds transfer needed to be 
nearly $20 million and come in 2007, rather than the $15 million or so envisioned in the 
original Airport debt assistance plan that was expected in 2009. 
 
All this raises again the question we asked in January. Why would the Executive ask to 
amend the budget in October to spend extra anticipated revenue from tax lien proceeds 
and sales tax collections rather than set those dollars aside against the $13.5 million 
revenue shortfall they must have seen coming?   
 
And why after the November 2 cutoff for bids on the liened and delinquent portfolio 
would the bill to amend the budget not be withdrawn? That bill, 4709-07, was passed by 
the Council on November 20 without a word of dissent or question. The Chief Executive 
signed the bill on November 27, fully 25 days after the cutoff date for lien sale bids.  
Then in December, the consummated transaction brought in $14.4 million for 52,021 
receivables valued at $17,983,000, with the sale of liens generating only $9.3 million�
$16 million less than projected in the November 27 amendment to the budget. 
 



First of all, if the portfolio was known to be valued at $17.9 million, it would not have 
been reasonable to believe that sales would reach $25 million.  Second, by November 27, 
that should have been known and therefore the bill should have been vetoed and returned 
to Council with an explanation that the extra revenue would not be forthcoming.  
 
The failure of Council to ask the hard questions or the unwillingness of the Executive 
offices to provide the true facts in a timely manner created a situation that resulted in a 
$5.3 million budget deficit despite some favorable increases in current tax collections and 
about $5 million in reductions in spending relative to budgeted amounts. If the extra $6.8 
million had not been spent, the basic budget would have been in balance notwithstanding 
the large gap between expected and actual tax lien sales.   
 
What�s more, the revenue shortfall problem was solved by grabbing Gaming money 
neither the Council nor the public knew nothing about and by using a pre-arranged 
scheme as shown by the last minute (and unnoticed at the time) amendment to the bill 
authorizing expenditure of Gaming funds. 
 
This is no way to run a transparent government that needs the trust of the public and 
Council. It ought to make Council very leery of last minute changes in the budget in 
future.  County residents and taxpayers deserve no less than from their government.  

 
Jake Haulk, Ph.D.  President   
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