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Re:  Report 2004-F-31 
 
Dear Mr. Eristoff: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution; and Article II, Section 8 of the State Finance Law, we have followed up on the actions 
taken by officials of the Department of Taxation and Finance (Department) to implement the 
recommendations contained in our audit report, Processing of Quarterly Fuel Use Tax Returns 
(Report 2002-S-22).   
 
Background, Scope and Objective 
 

The Federal Intermodal Surface Transportation Efficiency Act requires all states that set and 
collect fuel use taxes to participate in the International Fuel Tax Agreement (IFTA).  IFTA is an 
agreement among the 48 contiguous states and 10 Canadian provinces (a total of 58 jurisdictions) to 
simplify the reporting of fuel use taxes by interstate motor carriers (carriers).  Fuel use taxes are paid 
by the carrier at the pump when fuel is purchased.  Fuel use tax rates generally vary by jurisdiction.  
The carrier is required to pay the fuel use tax rate in effect in the jurisdiction where the fuel is used 
(based on miles driven).  For example, if a carrier purchases fuel in a jurisdiction that has a relatively 
low tax rate but travels most of the miles in a jurisdiction with a higher tax rate, then additional fuel 
use tax would be owed to the jurisdiction with the higher tax rate.  For the accurate distribution of 
fuel use taxes, each carrier must maintain records of fuel purchased, fuel use tax paid and miles 
traveled in each jurisdiction.  Carriers include this information on the quarterly fuel use tax return 
(return) that they are required to file with their base jurisdiction (i.e., the state or province in which a 
carrier’s motor vehicles are registered).  The base jurisdiction then collects and distributes carrier 
fuel use tax payments to other IFTA jurisdictions.   

 
Our initial audit report, which was issued on May 27, 2003, examined the Department of 

Taxation and Finance’s (Department) internal controls over the processing of quarterly fuel use tax 
returns for the period July 1, 2000 through December 15, 2002.  Our report identified two procedural 
weaknesses in the internal controls system over the processing of refunds for New York State 



- 2 - 
 

carriers.  We found the Department had neither developed formal written procedures for providing 
periodic, supervisory oversight of refund transactions nor developed a process to formally document 
the performance of periodic supervisory reviews.  
 

We concluded that, because of these weaknesses there is a risk that periodic supervisory 
reviews will not be performed in a manner consistent with Transaction and Transfer Tax Bureau 
(Bureau) expectations or will not be done at all.  The objective of our follow-up, which was 
conducted in accordance with Generally Accepted Government Auditing Standards, was to assess 
the extent of implementation as of August 25, 2004 of the two recommendations included in our 
initial report. 

 
Summary Conclusions and Status of Audit Recommendations 
 

We found that Department officials implemented both of the audit recommendations 
contained in the original audit report. 
 
Follow-up Observations 
 

Recommendation 1 
 
Develop formal written procedures for providing periodic, supervisory oversight of refund 
transactions.  Such procedures should allow for all transactions to be potentially subject to a 
random, independent review.  
 
Status - Implemented  
 
Agency Action - The Bureau developed formal written procedures that require supervisory reviews 

of refund transactions.   The procedures call for the first level supervisor to select a random 
sample of completed refund transactions and to conduct an independent review of the 
transaction.  A log is maintained showing what transactions were reviewed by the supervisor. 
In addition, the procedures call for the second level supervisor to review the completed 
refunds database and identify those refund transactions initiated by the first level supervisor. 
 These transactions are reviewed by the second level supervisor.  A log is maintained 
showing what transactions were reviewed.  

 
Recommendation 2 

 
Develop a process to formally document the performance of periodic supervisory reviews.  
 
Status - Implemented  
 
Agency Action - The Bureau has developed a database that is used to document the independent 

supervisory reviews.  We reviewed the database for the period January 1, 2003 through 
August 4, 2004 and found that independent supervisory reviews were performed. 

 
Major contributors to this report were Brian Mason, Karen Bogucki and David Pleeter. 
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We thank the management and staff of the Department for the courtesies and cooperation 
extended to our auditors during this process. 
 

Very truly yours, 
 
 

 
       Steve E. Sossei 

Audit Director 
 
 
 
cc:  Robert Barnes, DOB 
 


