
 
 
 

Nassau County 
 

Office of the Comptroller 
 
 
 

 

 

 
 
 
 

 
 

Review of SMG’s (formerly Spectacor Management Group)  
 

Nassau County Entertainment Surcharge Tax Revenue 
 
 
 

GEORGE MARAGOS 
 

Comptroller 
 
 
 

May 19, 2015 
 

 
 

 



 
 

Review of SMG’s Nassau County Entertainment Surcharge Tax Revenue 
 
 

NASSAU COUNTY 
OFFICE OF THE COMPTROLLER 

 
 

George Maragos 
Comptroller 

 
 

 
Raymond J. Averna, Esq. 

Deputy Comptroller 
 

 
Jostyn Hernandez 

Director of Communications 
 

 

 
 

Sergio Blanco 
Counsel to the Comptroller 

 
 

Michael Olney 
Counsel to the Comptroller 

 
 

 
 

Review Staff
 
 

JoAnn Greene 
Director of Field Audit 

 
Linda Leung 

Project Manager 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 

Aurora Scifo 
Deputy Director of Field Audit 

 
Joseph Giamanco 

Field Auditor 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Executive Summary 
 

Review of SMG’s Nassau County Entertainment Surcharge Tax Revenue 
1 
 

SMG is required to pay Nassau County an Entertainment Surcharge Tax of $1.50 per seat sold 
for events at the Nassau Veterans Memorial Coliseum in accordance with Chapter 179 of the 
Laws of New York 2000, Local Law No. 28-2000.   The Nassau County Administrative Code, 
Article 3a Entertainment Surcharge Regulation1 allows tax-exempt organizations to be exempt 
from the tax. 
 
Key Findings: 
 
SMG owes the County a total of $176,523 for the period January 1, 2012 to March 31, 2014. 
This amount includes surcharge taxes of $100,056 related to audit findings on 66,704 seats sold 
during the audit period, plus penalties of $50,029 and interest of $26,438.  

• The audit determined that the exemptions from tax claimed by SMG for 65,381 tickets 
sold were not valid because SMG could not provide the auditors with proof of the 
organizations’ tax exempt status and/or the payments for these tickets were not made 
directly by the claimed tax-exempt organizations.   

• The audit found that another 1,323 tickets were sold but not included on SMG’s tax 
returns.   

 

Key Recommendations: 
 
We recommend that SMG: 

• remit the amount owed of $176,523 to the County in connection with the unsupported tax 
exemptions for 65,381 seats and the unreported ticket sales for 1,323 seats;  

• obtain and retain tax-exempt certificates as proof of tax exempt ticket sales;  

• ensure tax exemptions are only given to legitimate charities by verifying the tax-exempt 
number and organization’s name to the charities websites or via telephone; and 

• require direct payments from the tax-exempt organization for all tax-exempt tickets sold.   

 

******* 
 
The matters covered in this report have been discussed with the officials of SMG.  On March 3, 
2015, we submitted a draft letter with the finding to SMG for their review.  SMG provided their 
response on April 20, 2015.  Their response and our follow up to their response are included at 
the end of this report. 
 

                                                 
1 Nassau County Administrative Code, Article 3a Entertainment Surcharge Regulations §5-93.0 Exemptions.  
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INTRODUCTION 
Background 
 
The Comptroller’s Office has completed its review of SMG’s payment of the Entertainment 
Surcharge Tax for events held at the Nassau Veterans Memorial Coliseum (“Coliseum”) 
managed by SMG, as agent for the New York Islanders Hockey Club.  
 
The Entertainment Surcharge Tax regulation imposes a surcharge tax of $1.50 per ticket for 
entertainment events held in Nassau County with a permanent seating capacity of 2,500 seats. 
The Nassau County Administrative Code, Article 3a Entertainment Surcharge Regulation2 also 
allows tax-exempt organizations to be exempt from the tax. According to New York Tax Law 
Chapter 179.2 (Section 1202(d)(iii)), “such tax may be collected and administered by the county 
treasurer or other fiscal officers of Nassau county by such means and in such manner as other 
taxes which are now collected and administered by such officers or as otherwise may be 
provided by such local law, ordinance or resolution”. Collecting this tax in the same manner as 
other taxes requires the organization to have a valid tax-exempt certificate and be the direct 
payer of record3 in order to be exempt from taxes. Any person failing to pay the $1.50 surcharge 
tax shall be subject to a penalty of fifty percent on the tax amount due plus interest of nine 
percent per annum, compounded daily on the total tax and penalty amount.4  
 
As shown in Exhibit I, SMG sold a total of 842,144 tickets and paid $1,263,574 to the County 
for events held at the Coliseum from January 1, 2012 to March 31, 2014.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
2 Nassau County Administrative Code, Article 3a Entertainment Surcharge Regulations §5-93.0 Exemptions.  
3 New York State Department of Taxation and Finance, Publication 843 (12/09), A Guide to Sales Tax in New York 
State for Exempt Organizations, page 16. 
4 Nassau County Administrative Code, Article 3a Entertainment Surcharge Regulations §5-104.0.a,b. 
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Exhibit I 

Year Tickets Sold  Taxes Paid 

2012 361,496 542,603$       1

2013 327,485 491,227$       

2014 153,163 229,744$       

Total 842,144 1,263,574$    

2012 to March 31, 2014

1 In 2012, calculation of taxes for tickets sold was 361,496 x $1.50 = $542,244
 plus the Trans Siberian 2012 tax adjustment of $358.50.

1 In 2012, calculation of taxes for tickets sold was 361,496 x $1.50 = $542,244
 plus the Trans Siberian 2012 tax adjustment of $358.50.

SMG Entertainment Surcharge Taxes Paid and Tickets Sold
Nassau Veterans Memorial Coliseum

 

Audit Scope, Objectives, and Methodology 
 

The objective of the audit was to review the entertainment tax revenues collected by the Office 
of the Nassau County Treasurer to ensure that the taxes were computed correctly, remitted in a 
timely manner, and properly recorded in the County’s accounting system, the Nassau 
Information Financial System (“NIFS”).  The review period was from January 1, 2012 to March 
31, 2014.  
 
The auditors selected tax-exempt tickets sold for 10 months during the scope period based on 
total taxes and tested for compliance with tax-exempt guidelines. In addition, all the months that 
reported taxes paid on the number of complimentary tickets issued for each event were also 
reviewed.  The tax returns submitted by SMG were compared to Ticketmaster reports5 and 
complimentary tickets were verified to contract agreements. We also traced the revenues 
received to NIFS to ensure the amounts were correctly recorded in the appropriate general ledger 
account. We tested for timeliness of submission of tax returns and for collection of interest and 
penalties if returns were not submitted promptly.   
 
We believe our review provides a reasonable basis for the findings and recommendations 
contained herein.  

                                                 
5 Ticketmaster reports are used by the event operators to record all tickets sold and complimentary tickets issued for 
all events listed on the tax returns.   
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FINDINGS AND RECOMMENDATIONS 
Audit Finding (1): 

SMG Did Not Pay Entertainment Surcharge Tax on All Tickets Sold and Improperly 
Allowed Exemptions 
 
Our review found that SMG owes the County a total of $176,523 for 65,381 tickets issued to tax-
exempt organizations that did not have proof of exemption and also for 1,323 tickets sold that 
they did not remit the tax on for the period January 1, 2012 to March 31, 2014. (Refer to Exhibit 
II). 
 
Tickets issued to government agencies, corporations, associations or trusts operated exclusively 
for religious, charitable, or educational purposes are exempt from the surcharge tax. We 
examined ticket records from January 1, 2012 to March 31, 2014 and found that SMG did not 
properly follow the tax exemption guidelines. An organization requesting tax-exempt status on 
the purchase of tickets, per NYS, must “provide vendors with a properly completed ST-119.1, 
Exempt Organization Purchase Certificate and the organization must be…the direct payer of 
record.”6 
 
SMG could not provide the auditors with these certificates. Instead, SMG provided Excel 
worksheets that showed the tax-exempt organization, the amount of tickets, a tax-exempt number 
and the payer name as support for the tax-exempt tickets in our test sample.  The auditors 
compared the data on the Excel worksheets to the IRS tax-exempt database7 and to the New 
York State Charities Bureau Registry Search (“Charities Bureau”) website.8  Secondly, the 
auditors verified that NYS tax guidelines were followed, which required payments made using 
cash, a check or a debit or credit card in the name of the organization itself. “An Employee, 
officer, or agent of the organization may not use a personal check or personal debit or credit card 
to make tax-exempt purchases on behalf of the organization, even if that person will later be 
reimbursed by the organization.” 9  
 
The auditors reviewed all group ticket sales for 2012, 2013 and 2014 from the Excel worksheets 
and determined that only 827 tickets qualified for tax exemption status (based on the 
requirements that the organization is a verifiable charity, the organization’s tax-exempt 
certificate was provided, and the payer of record matched the name of the organization).  
 
 

                                                 
6 New York State Department of Taxation and Finance, Publication 843 (12/09), A Guide to Sales Tax in New York 
State for Exempt Organizations, page 16.  
7 IRS Organizations Eligible to Receive Tax-Deductible Charitable Contributions Publication 78 database. 
8 New York State Office of the Attorney General Charities Bureau Registry Search website 
http://www.charitiesnys.com/home.jsp. 
9 New York State Department of Taxation and Finance, Publication 843 (12/09), A Guide to Sales Tax in New York 
State for Exempt Organizations, page 16.  
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The auditors also found that SMG’s tickets for the Long Island Boat and the Fire (EMS) shows 
(held in the exhibition hall) were not always listed on the tax returns but were classified as tax-
exempt.  SMG did not provide valid tax-exempt certificates for the two promoters of these shows 
that contracted with SMG to hold them at the Coliseum. SMG provided a tax-exempt certificate 
from the Friends of Islip Town Firefighters, Inc. for the Fire (EMS) show that did not have a 
valid tax-exempt number although the auditors found the organization’s name on the Charities 
Bureau website. 
 
In conclusion, SMG did not verify the tax-exempt numbers on the certificates to the 
aforementioned charities’ websites to ensure the organization was properly exempt from the 
County Entertainment tax and also did not require payment for tickets to be made directly by the 
organization itself.  As a result, 65,381 tax-exempt tickets SMG claimed during the audit period 
are subject to the surcharge tax, penalty and interest totaling $173,066 owed to the County. 
 
Also, on a test sample basis, the auditors examined and compared the tickets reported to the 
County on the tax returns to both the corresponding Ticketmaster reports and to the event 
contract agreements. This examination found an additional 1,323 tickets not reported on the tax 
returns to the County for which SMG owes surcharge taxes of $3,457 to the County.   
 
Exhibit II summarizes the surcharge taxes SMG owes the County for the scope period:  
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Exhibit II 

2012 2013 2014 Total
Tickets Not Reported on 
Tax Return 1,231       39            53            1,323       

Unsupported Tax Exempt 
Tickets1, 2 23,746     23,239     18,396     65,381     

Total  Tickets 24,977     23,278     18,449     66,704     

 Entertainment Tax Due  
 ($1.50 per Tickets Sold) 37,465$   34,917$   27,674$   100,056$ 

Penalty for Non Payment 
of Taxes @ 50%3 18,733     17,459     13,837     50,029     

Interest to Date 
(9% Compounded Daily)3 14,829     8,627       2,982       26,438     

Total Amount Due                  71,027$   61,003$   44,493$   176,523$ 

3 Interest to date was calculated from tax return due date through January 2, 2015.

SMG
Taxes Owed to County

January 1, 2012 through March 31, 2014

1Tax Exempt tickets include the Long Island Boat and Fire EMS shows held in the 
exhibition arena of Nassau Coliseum. 
2 Unsupported Tax Exempt Tickets is adjusted for 827 tickets  found on the charity 
bureau website and the organization was the direct payer of record.

 
Audit Recommendations: 
 
We recommend that SMG: 

a) remit the surcharge tax of $176,523 to the County for the unremitted tickets sold and the 
tax-exempt tickets missing the required support documents; 

b) ensure tax exemptions are only given to legitimate charities by verifying the tax-exempt 
number and organization’s name to the charities websites or via telephone;  

c) require direct payments from the tax-exempt organization for all tax-exempt tickets 
issued; and 

d) obtain and retain tax-exempt certificates as proof for tax exemption of tickets. 
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Appendix B - Auditor’s Follow Up to SMG’s Response to the Review of the Nassau County’s Entertainment Surcharge Tax Revenue  

Auditor’s Follow Up:  

We reiterate that SMG should remit the surcharge taxes of $176,523 to the County for the 66,704 
tickets not reported on the tax return. 

SMG should issue tax-exempt tickets only to legitimate charity organizations that have valid tax-
exempt certificates and are paid directly by the organization itself.   

New York Tax Law Chapter 179.210 states taxes may be collected in such means or manner as 
other taxes now collected and administered, or as provided by such local law, ordinance or 
resolution. Therefore tickets sold to tax-exempt organizations are required to comply with the 
New York State tax-exempt guidelines11.  SMG did not require valid documentation before 
exempting ticket purchasers from the County Entertainment Tax. Its practice of allowing tickets 
to be tax-exempt based on an organization’s “assumed” tax-exempt status without proper 
documentation (current Tax Exempt Certificate) and without the corresponding payment being 
made in the name of the organization is not acceptable.  
 
The group sales records kept by SMG (tax-exempt Excel files) were sent to the auditors. The 
auditors’ review of these records found that the payer of record did not match the group name (a 
requirement for sales tax exemption) for 83% of the group sales. In most cases, the payer of 
record was an individual, and there was no indication that this individual had any affiliation 
with the charitable organization.  This discrepancy accounted for the largest number of 
disallowances. The tax-exempt guidelines require payments be made directly by the organization 
itself in order to be tax exempt.  
 
SMG’s record keeping and verification procedures for tax-exempt tickets lacked detail and 
consistency. We noted the tax-exempt Excel files provided by SMG were poorly maintained and 
found SMG did not verify the validity of their tax-exempt sales.  For example, the Excel files 
listed group names with no description (i.e. “2680959”, “None”), tax ID numbers that could not 
be verified, and in some instances the tax ID numbers were missing entirely. The auditors found 
that SMG did not have controls in place to monitor the validity of tax-exempt certificates and 
ensure that payments were made directly by the organization itself to support the tax exemptions. 

With respect to the two promoters of the Long Island Boat and the Fire (EMS) shows that held 
events at the Exhibition Hall, the auditors found that events at the Exhibition Hall were subject 
to the surcharge tax, and neither promoter was a tax-exempt organization. Again, the past 
practice of allowing tax exemptions on tickets sold to certain organizations and events does not 

                                                 
10 New York Tax Law Chapter 179.2 (Section 1202(d)(iii)). 
11 New York State Department of Taxation and Finance, Publication 843 (12/09), A Guide to Sales Tax in New 
York State for Exempt Organization, page 16. 



Appendix B - Auditor’s Follow Up to SMG’s Response to the Review of the Nassau 
County’s Entertainment Surcharge Tax Revenue Letter 

 

Review of SMG’s Nassau County Entertainment Surcharge Tax Revenue 
 

10 

preclude SMG from compliance with the Nassau County Administrative Code and the New York 
State tax law and guidelines.  


