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Comptroller’s Report on the Consolidated Statements

New York State Department of Environmental Conservation

We have audited the accompanying Consolidated Statements of Cash Receipts, Disbursements and Fund
Balances pertaining to the Title V Operating Permit Program for the Two Fiscal Years Ended March 31,
1998.  The Statements are the responsibility of New York State Department of Environmental
Conservation (Department) management.  Our responsibility is to express an opinion on the Statements
based on our audit.

We conducted our audit in accordance with generally accepted government auditing standards.  Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
Statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the Statements.  An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation
of the Statements.  We believe that our audit provides a reasonable basis for our opinion.

As described in Note 3, the accompanying Statements were prepared on the cash basis of accounting,
which is a comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion, the accompanying Statements present fairly, in all material respects, the Cash Receipts,
Disbursements and Fund Balances of the Title V Operating Permit Program for the Two Fiscal Years
Ended March 31, 1998 in conformity with the cash basis of accounting.

In accordance with Government Auditing Standards, we have also issued a report on Department
compliance with selected laws and regulations pertaining to the adequacy and calculation of Program fees
and the Program’s annual report filing deadline (page 6), and a report on the Department’s internal control
structure (page 7).

Office of the State Comptroller
March 13, 2000



  NEW YORK STATE  DEPARTMENT OF ENVIRONMENTAL CONSERVATION
TITLE V OPERATING PERMIT PROGRAM

CONSOLIDATED STATEMENTS OF CASH RECEIPTS, DISBURSEMENTS AND FUND BALANCES
FOR THE TWO FISCAL YEARS ENDED MARCH 31, 1998

1997-98 1996-97

BEGINNING FUND BALANCE $9,263,131 $10,217,567

CASH RECEIPTS  

         OPERATING PERMIT FEES (5) $10,235,270 $9,723,574

         OTHER FUNDING SOURCES (6) 2,722,572 3,738,533

TOTAL RECEIPTS $12,957,842 $13,462,107

DIRECT CASH DISBURSEMENTS (7)

PERSONAL SERVICE

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 6,920,259 6,134,854

DEPARTMENT OF HEALTH 313,192 347,044

EMPIRE STATE DEVELOPMENT 195,465 177,229

TOTAL PERSONAL SERVICE $7,428,916 $6,659,127

FRINGE BENEFITS (4)

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 2,259,465 1,990,030

DEPARTMENT OF HEALTH 102,257 117,995

EMPIRE STATE DEVELOPMENT 59,277 60,258

TOTAL FRINGE BENEFITS $2,420,999 $2,168,283

NONPERSONAL SERVICE (8)

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 974,203 944,017

DEPARTMENT OF HEALTH 6,675 40,463

EMPIRE STATE DEVELOPMENT 51,094 214,467

ENVIRONMENTAL FACILITIES CORPORATION 814,166 634,614

TOTAL NONPERSONAL SERVICE $1,846,138 $1,833,561

CAPITAL (9)

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 793,452 1,009,657

TOTAL DIRECT CASH DISBURSEMENTS $12,489,505 $11,670,628

INDIRECT CASH DISBURSEMENTS (4)

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 2,675,241 2,477,932

DEPARTMENT OF HEALTH 100,540 112,539

EMPIRE STATE DEVELOPMENT 171,495 155,444

TOTAL INDIRECT CASH DISBURSEMENTS $2,947,276 $2,745,915

TOTAL CASH DISBURSEMENTS $15,436,781 $14,416,543

ENDING FUND BALANCE $6,784,192 $9,263,131

* The accompanying notes are an integral part of the Consolidated Statements.
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Notes to the Consolidated Statements of Cash Receipts, Disbursements and Fund Balances

1.  Background         

Title V of the Federal Clean Air Act Amendments
of 1990 (Act) requires each state to adopt an
operating permit program to regulate “major” and
certain other sources of federally regulated air
pollutants.  The purpose of this legislation is to help
curtail excessive industrial pollution by requiring
states to monitor pollutant output and to take
action to remedy violators who produce pollutant
quantities in excess of established limits.  Pursuant
to New York State’s Clean Air Compliance Act
of 1993 (CACA), the NYS Department of
Environmental Conservation (Department) was
given the responsibility to establish New York’s
Title V Operating Permit Program (Program).  On
December 9, 1996, the Department received
interim approval to administer the Program from
the United States Environmental Protection
Agency (EPA). 

Pursuant to Statute, the Department is required to
report annually to the Governor, the Legislature
and the Office of the State Comptroller on
Program progress, costs and revenue.  CACA
specifies the fiscal information to be included in
the annual report as follows: actual direct and
indirect Program costs and revenues as a result of
prior year operations, the estimated direct and
indirect costs and revenues for the current period
and immediately upcoming year; and the estimated
year end balance of the Program Account for the
current period.  

To satisfy its reporting responsibility, the
Department prepares an annual report in
consultation with the New York State Department
of Health (DOH), the New York State
Environmental Facilities Corporation (EFC) and
the New York State Empire State Development
Corporation (ESD).

The Act mandates that permit fee revenues shall
be sufficient to cover all reasonable direct and

indirect costs necessary for the Department to
develop, administer and enforce the Program.  In
addition,  State law mandates that the permit fee
revenues shall be sufficient to support an
appropriation approved by the legislature for the
direct and indirect costs associated with the
Program.  Prior to EPA’s approval of the State’s
plan, Title V activities could be funded from any
sources available to the State.  After EPA
approval, only Program fees shall be used to fund
Program activities.  

2.  Program Elements

According to statute, the Program includes the
following major initiatives: Implementation Plan for
Program development; hazardous air pollutant
controls; New Source and Prevention of
Significant Deterioration reviews; requirements of
the acid rain program; rule making activities;
permit fee administration; compliance and
enforcement activities; comprehensive and quality
control monitoring of ambient air, as well as
compliance assurance monitoring of air emissions
by facilities; and the Title V small business
technical assistance program.

3.  Basis of Accounting

The Department has prepared its Consolidated
Statements of Cash Receipts, Disbursements and
Fund Balances using the cash basis of accounting.
As such, receipts are recognized when received,
and disbursements are recognized when paid. 

4.  Accounting Records        
      
The direct cash disbursements and cash receipts
figures used to compile the Consolidated
Statements are based on the financial records
maintained by the Department and are in
agreement with those maintained by the State
Comptroller. Indirect cash disbursements are
based on Federal Indirect Cost Rates.  Fringe
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benefit calculations are based on rates developed mechanisms which are not subject to Department
by the New York State Division of the Budget. oversight.  However, each is required to comply

5.  Operating Permit Fees

The Department assesses an annual fee on Title
V facilities based on their self-reported emissions
from the previous calendar year.  CACA specifies
the formula to calculate the fee.  In general, the
fee is calculated by dividing the Program’s
appropriation for the current fiscal year by the
total tons of regulated air contaminants emitted
during the prior calendar year. The calculation also
considers any surplus or deficit in the Program
account and the prior year’s collection rate.
Historically, by State legislation, the fee has been
limited to a maximum of $25 per ton adjusted by
the change in the Consumer Price Index (CPI)
over the prior year. The 1997 per ton fee was
calculated at $27.19, and the 1998 per ton fee was
calculated at $ 27.94.  In August 1999, the
Legislature approved a per ton rate ceiling of
$45.00.

This Statement category also includes  the interest
credited to the Program account during the
reporting period.

6.  Other Funding Sources

As explained in Note 1, according to statute,
Program fees should be sufficient to cover all
reasonable direct and indirect Program operating
costs.  However, to date, based on reported
Program costs, fees have been insufficient to do
so.  Thus, excess Program costs are defrayed by
other Department, DOH and ESD revenue
sources (e.g., the Department’s general fund). Reported nonpersonal service disbursements are
 comprised of computer and computer-related
7.  Affiliated Agencies

The Department’s Consolidated Statements
include the Program-related costs of DOH, ESD,
and EFC.  These agencies, which account for
approximately 12 percent of the total Program
reported disbursements, maintain their own
accounting systems and financial reporting

with established accounting and control
procedures as promulgated by New York State.

DOH

DOH’s Program responsibilities include assessing
exposure levels of air contaminants and the
associated potential health risks.  In addition, DOH
assists the Department in developing air
concentration guidelines for toxic air contaminants
for use in regulating emissions of toxic chemicals.
The Department uses these assessments in their
permit reviews.  

ESD

The ESD Small Business Environmental
Ombudsman Program was established in February
1992 to provide an advocate for small businesses
operating within the State and to assist the small-
business community in navigating the complexities
of local, state and federal air quality requirements.

EFC

Pursuant to a contract with the Department, EFC
administers the Small Business Assistance
Program (SBAP) which is mandated under
Section 507 of the Act.  As a component of the
Program, the SBAP provides free and confidential
technical assistance to help businesses voluntarily
achieve compliance with requirements of the Act.

8.  Non Personal Service 

equipment purchases, non computer-related
equipment purchases (e.g., automobiles), travel
expenses, training, postage and other sundry items.
 
9.  Capital 

Capital disbursements consist of infrastructure
costs, and payments to consultants who were
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responsible for developing and maintaining the disputes between the Department and Title V
Program’s Air Facility System (AFS), a multi- facilities being settled in fiscal 97-98.
module computerized system used to assist in the
evaluation of permit applications and monitoring of Other Funding Sources (-27%) - This reporting
facility compliance. category was reduced as a direct result of

10.  Y2K Issues

Major Program operations, including financial
reporting, are computerized.  The main systems
utilized during the audit period were the
Department’s Time and Activity System, which is
designed to capture staff effort; the Air Facility
System, explained in Note 9 above; and the
Program’s Billing and Receipt System
(TIMformation), which is administered by an
independent contractor. 

Department officials assert that each of these
systems is Y2K compliant and have shown us
documentation to support their assertion for
TIMformation.  However, no documentation of
Y2K compliance has been submitted for the other
noted systems.

We note that the potential failure of these systems
would not upset the Program’s ability to operate
as a going concern.  However, the failure to
accurately and efficiently capture Program cash
disbursements, as well as permit and facility-
related data, will impede the Program’s mandate
to operate in a self-sustaining manner, should its
billing cycle be interrupted, and its ability to
produce its annual report within the required time
frame.

11. Explanation of significant variances
between 1996-97 and 1997-98 

As illustrated in Supporting Schedule 1 on page 10,
several Program reporting categories have either
increased or decreased significantly between
fiscal years 96-97 and 97-98.  The reasons for
these variances are as follows:

Operating Permit Fees (+5%) - Fees increased
slightly as a result of several prior year billing

increased permit fees and a Program account
surplus fund balance.

Personal Service (+12%) - The major reason for
this increase is greater Department staff effort
devoted to Title V operations during fiscal 97-98.

Fringe Benefits and Indirect Costs (+12% & +7
%) - The increases in these reporting categories
are a direct result of the increased personal
service costs noted above. 

Capital ( - 21%) - Fiscal 96-97 data reflects the
start-up costs and initial consultant effort to
develop and implement the Program’s enhanced
computer systems.
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Comptroller’s Report on Department Compliance with  Selected Statutory Requirements
Applicable to the Title V Operating Permit Program

New York State Department of Environmental Conservation

We have audited the accompanying Consolidated Statements of Cash Receipts, Disbursements and Fund
Balances for the two fiscal years ended March 31, 1998.  

In connection with our audit of the Statements, we selected certain transactions applicable to compliance with
Program requirements as set forth in Section 502 of the Federal Clean Air Act Amendment, and Chapter 608
of New York State’s Clean Air Compliance Act.  These sections address the adequacy of, and calculation
methodology for, permit fees, as well as the due date for the Program’s annual report.

As a result of our audit of the Consolidated Statements, we determined that the Program fees in effect for
fiscal 1997-98 were not sufficient to cover all reasonable direct and indirect Program-related costs.  As a
result, Program officials charged the excess costs to other funding sources (e.g., the Department’s general
fund, etc.).  Since Program officials were not limited to Program fees as their sole revenue source for fiscal
1996-97, we did not assess the adequacy of permit fees for this period.  In addition, Program officials have
not met their respective annual report filing deadlines for either fiscal year in our audit scope.  As a result,
the Governor, Legislature and State Comptroller were not informed of the results of Program operations and
financial activities in a timely manner.

Except as noted in the previous paragraph, nothing came to our attention that caused us to believe that the
Department has not complied, in all material respects, with any other Program requirements included in our
audit scope, or will not be in compliance with the law if they continue to apply the same methodology(s).

The procedures we followed to assess compliance were substantially less than an audit, the objective of which
is to express an opinion on Department compliance with these requirements.  Accordingly, we do not express
such an opinion.  

This report is intended for the information of Department management, regulated companies and the State
of New York.  However, this report is a matter of public record and its distribution is not limited.

Office of the State Comptroller
March 13, 2000
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Comptroller’s Report on Internal Controls Applicable to the Title V Operating Permit Program

New York State Department of Environmental Conservation 

In planning and performing our audit of the Consolidated Statements of Cash Receipts, Disbursements and
Fund Balances, for the two fiscal years ended March 31, 1998, we considered the Department’s internal
control structure in order to determine our auditing procedures for the purpose of expressing an opinion
on the Statements and not to provide assurance on the internal control structure.  

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants.  A material weakness is a condition in which the design or operation of
the specific internal control structure elements does not reduce, to a relatively low level, the risk that errors
or irregularities in amounts that would be material in relation to the Statement being audited may occur and
not be detected within a timely period by employees in the normal course of performing their assigned
functions.

We conveyed the results of our review of the Department’s internal control structure in a separate letter
to Department management, which includes a description of the responsibility of management for
establishing and maintaining the internal control structure, and the objectives of, and inherent limitations in,
such a structure.

The letter noted above is intended solely for the information and use of Department management and others
within the organization.
   

Office of the State Comptroller
March 13, 2000
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Comptroller’s Report of Title V Operating Permit Program Forecasted Cash Receipts,
Disbursements and Fund Balances

New York State Department of Environmental Conservation

We have examined the accompanying Consolidated Schedules of Forecasted Cash Receipts,
Disbursements and Fund Balances for the two fiscal years ending March 31, 2000.  Our examination was
made in accordance with standards for an examination of a forecast established by the American Institute
of Certified Public Accountants (AICPA) and, accordingly, included such procedures as we considered
necessary to evaluate both the assumptions used by management and the preparation and presentation of
the forecast.

According to AICPA standards, an examination of forecasted financial data should not be performed
where the period in question is already ended.  Therefore, for fiscal 98-99, an audit or review of historical
data should be performed.  However, during our field work, Program officials were still in the process of
compiling and finalizing their cash receipt and disbursement activity for this period.  Therefore, we are
precluded from performing either of these functions for this period and are limited to rendering an
examination opinion of the previously forecasted data.

In our opinion, the accompanying Forecast is presented in conformity with guidelines for presentation of
a forecast established by the AICPA, and the underlying assumptions provide a reasonable basis for
management’s forecast.  However, there will usually be differences between the forecasted and actual
results, because events and circumstances frequently do not occur as expected, and those differences may
be material.  We have no responsibility to update this report for events and circumstances occurring after
the date of this report.

Office of the State Comptroller
March 13, 2000
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  NEW YORK STATE  DEPARTMENT OF ENVIRONMENTAL CONSERVATION
TITLE V OPERATING PERMIT PROGRAM

CONSOLIDATED SCHEDULES OF FORECASTED CASH RECEIPTS,
 DISBURSEMENTS AND FUND BALANCES

FOR THE TWO FISCAL YEARS ENDING MARCH 31, 2000

1998-99 1999-00

BEGINNING FUND BALANCE $6,784,192 $1,720,200

CASH RECEIPTS

       OPERATING PERMIT FEES $10,870,008 $16,063,000

DIRECT CASH DISBURSEMENTS

PERSONAL SERVICE

DEPARTMENT OF ENVIRONMENTAL CONSERVATION $7,200,000 $7,470,000

DEPARTMENT OF HEALTH 471,900 488,400

EMPIRE STATE DEVELOPMENT 441,700 441,700

TOTAL PERSONAL SERVICE 8,113,600 8,400,100

FRINGE BENEFITS

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 2,131,000 2,211,000

DEPARTMENT OF HEALTH 139,700 145,600

EMPIRE STATE DEVELOPMENT 151,300 164,700

TOTAL FRINGE BENEFITS 2,422,000 2,521,300

NONPERSONAL SERVICE

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 1,362,000 1,925,000

DEPARTMENT OF HEALTH 127,200 127,200

EMPIRE STATE DEVELOPMENT 500,800 499,300

ENVIRONMENTAL FACILITIES CORPORATION 830,000 830,000

TOTAL NONPERSONAL SERVICE 2,820,000 3,381,500

CAPITAL

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 1,360,000 0

TOTAL DIRECT CASH DISBURSEMENTS 14,715,600 14,302,900

 INDIRECT CASH DISBURSEMENTS

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 2,716,000 2,818,000

DEPARTMENT OF HEALTH 156,600 162,000

EMPIRE STATE DEVELOPMENT 74,000 62,100

TOTAL INDIRECT CASH DISBURSEMENTS 2,946,600 3,042,100

TOTAL CASH DISBURSEMENTS $17,662,200 $17,345,000

DISBURSEMENT ADJUSTMENTS * ($1,728,200) ($1,121,000)

ADJUSTED TOTAL CASH DISBURSEMENTS $15,934,000 $16,224,000

ENDING FUND BALANCE $1,720,200 $1,559,200

*  The NYS Division of the Budget recommended these overall disbursement reductions which will eventually be
allocated to the individual disbursement categories.   The recommended adjustments serve to limit the per ton operating
permit fees and need for alternate funding sources.
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NEW YORK STATE DEPARTMENT OF ENVIRONMENTAL CONSERVATION
   TITLE V OPERATING PERMIT PROGRAM

SUPPORTING SCHEDULE 1 - SUPPLEMENTARY INFORMATION
COMPARATIVE ANALYSIS OF CASH RECEIPTS AND CASH DISBURSEMENTS

FOR THE TWO FISCAL YEARS ENDED MARCH 31, 1998

1997-98 1996-97 Change

CASH RECEIPTS

           Operating Permit Fees $10,235,270 $9,723,574 5%

           Other Funding Sources $2,722,572 $3,738,533 -27%

TOTAL CASH RECEIPTS $12,957,842 $13,462,107 -4%

DIRECT CASH DISBURSEMENTS

             Personal Service $7,428,916 $6,659,127 12%

             Fringe Benefits $2,420,999 $2,168,283 12%

             Non Personal Service $1,846,138 $1,833,561 1%

             Capital $793,452 $1,009,657 -21%

TOTAL DIRECT CASH DISBURSEMENTS $12,489,505 $11,670,628 7%

TOTAL INDIRECT CASH DISBURSEMENTS $2,947,276 $2,745,915 7%

TOTAL CASH DISBURSEMENTS $15,436,781 $14,416,543 7%

* See Note 11 to the Consolidated Statements for Descriptive Analyzes of Significant Variances.


