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PROGRAM COMPLIANCE  : IN THE 
REVIEW COMMITTEE 
      : INTERNATIONAL FUEL TAX 

  
v.      : ASSOCIATION DISPUTE 
        
      : RESOLUTION COMMITTEE 
THE STATE OF MARYLAND 

     : No. DRC2024-0003 
  
: : : : : : : : : : : : 

 

THE STATE OF MARYLAND’S APPEAL TO THE INTERNATIONAL FUEL 
TAX ASSOCIATION’S BOARD OF TRUSTEES 

The State of Maryland (“Maryland”), acting through the Comptroller of Maryland 
(“Comptroller”), appeals to the International Fuel Tax Association’s (“IFTA”) Board of 
Trustees IFTA’s Dispute Resolution Committee’s (“DRC”) order that the Comptroller 
disgorge $1,269,600.00 and pay $201,000.00 in fines.  See the September 13, 2024 Final 
Order and Rationale (“Order”) attached as Exhibit 1.  The Comptroller respectfully asks 
the Board of Trustees to hear this appeal and reverse or overturn the DRC’s decision and 
September 13, 2024 Order.  The Comptroller sets forth the circumstances that permit the 
appeal and the basis for the appeal below. 

INTRODUCTION   

 The DRC abused its discretion, made a significant error interpreting IFTA’s 
Articles of Agreement (“the Articles”), and erred procedurally in ordering the 
Comptroller to disgorge $1,269,600.00 and pay $201,000.00 in fines.  The DRC abused 
its discretion by disregarding the progressive remedies set forth in the Dispute Resolution 
Process (“DRP”), disrupting member jurisdictions’ settled expectations about how they 
will be penalized.    It erroneously interpreted the Articles, the DRC Charter, and the 
DRP by disregarding the progressive remedies and because it also appeared to ignore the 
causes of the Comptroller’s non-compliance.  Finally, the DRC erred procedurally when 
it reconvened the hearing and held a discussion and a vote on its decision outside the 
presence of the Comptroller’s representatives and when it heard the dispute that was 
based on an incomplete submission by the Program Compliance Review Committee 
(“PCRC”).  The Comptroller therefore requests that the Board hear the appeal, reverse or 
overturn the DRC’s decision and Order, and in its place, impose a compliance plan 
consistent with the DRP to facilitate Maryland’s compliance with the audit requirements. 
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FACTUAL BACKGROUND 

 IFTA’s PCRC notified the Comptroller on June 11, 2024 of its final determination 
that the Comptroller was non-compliant with the audit requirements in the IFTA Audit 
Manual and that it was referring this determination to IFTA’s DRC.  See the June 11, 
2024 letter attached as Exhibit 2.  The PCRC found the Comptroller did not audit three 
percent of all licensees as required in Section A250 of the Audit Manual for two periods, 
2014 to 2018 and 2019 to 2023.  See Exhibit 2 at page 1.  For 2014 to 2018, the 
Comptroller completed 663 of 687 required audits, a 24-audit shortfall.  See Exhibit 2 at 
page 4.  The PCRC declined to take immediate action when it concluded the 2014 to 
2018 review but ordered the Comptroller to complete the incomplete 24 audits during 
2019 and 2020.  See Exhibit 2 at pages 2 & 5.  For 2019 to 2023, the Comptroller 
completed 432 of 609 required audits resulting in a shortfall of 177 audits.1  See Exhibit 2 
at page 6.  The PCRC also found that the Comptroller did not complete the required 
percentage of high distance audits for 2019 to 2023 as required in Section A260 of the 
Audit Manual.  See Exhibit 2 at page 6.  The Comptroller completed 111 of 152 high 
distance audits during the period.  The PCRC forwarded its final determination to the 
DRC pursuant to Article III, Section B.4 of the PCRC’s Program Compliance Review 
Guide.  See Exhibit 2 at page 1.  The DRC is authorized to hear the matter as a dispute, 
employing the DRP’s procedural rules.  Articles, section R1555.100.  

The DRC held a hearing on the PCRC’s final determination of non-compliance for 
Maryland, Connecticut, and Massachusetts on August 19, 2024, and released its 
preliminary order for all three states that same day.  See the Preliminary Order of the 
DRC attached as Exhibit 3.  With respect to Maryland, the DRC determined that the 
Comptroller failed to meet its audit requirements in Sections A250 and A260 of the Audit 
Manual as reported by the PCRC.  See Exhibit 3 at page 1.  Citing the Comptroller’s 
alleged unjust benefit from this non-compliance and the resulting cost to the other IFTA 
jurisdictions, the DRC ordered the Comptroller to disgorge $1,269,600.00 and pay a 
$201,000.00 fine.  See Exhibit 3 at page 1.  The DRC also required the Comptroller to 
make up the audit shortfall by the end of 2025 or pay an additional $1,000.00 per 
incomplete audit.  See Exhibit 3 at page 1.   

   Matt Bowman of the Comptroller’s Compliance Division appeared remotely 
along with others from the Comptroller’s office at the August 19, 2024 hearing and spoke 
on behalf of the Comptroller.2  Mr. Bowman acknowledged the Comptroller’s non-
compliance but explained that the Comptroller made up the 24-audit shortfall for 2014 to 

 
1 The DRC’s September 13, 2024 Order erroneously states in paragraph 7 of its Conclusions of Law that the 
Comptroller had 405 incomplete audits for the two periods.  See Exhibit 1 at page 3.  The correct amount is 201 (24 
for 2014 to 2018 and 177 for 2019 to 2023). 
2 The DRC’s chair, Scott Greenawalt, informed Mr. Bowman in a June 27, 2024 conference call that the DRC had 
no preference whether the Comptroller’s representatives appeared for the hearing remotely or in-person.   
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2018 in 2019.  See Mr. Bowman’s July 19, 2024 letter to Scott Greenawalt attached as 
Exhibit 4 at page 1.  The progress Maryland made in audit compliance in 2019 was soon 
derailed by the COVID pandemic and Maryland’s emergency executive orders issued in 
the wake of this unprecedented disease. See Exhibit 4 at pages 1-2.  Maryland’s failure to 
complete its audit requirements is principally the result of COVID, which upended not 
just IFTA audits but all audits, hearings, tax appeals, and other Comptroller work.  See 
Exhibit 4 at pages 1-2.  Mr. Bowman explained that, although IFTA did not require audit 
completion in 2020 due to the pandemic, the Comptroller did not resume all audits, 
including IFTA audits, until the Governor lifted the state of emergency on August 15, 
2021.  See Exhibit 4 at pages 1-2; see also the March 9, 2021 Executive Order attached as 
Exhibit 5 at paragraph 3; see also the June 15, 2021 Executive Order attached as Exhibit 
6 at paragraph 1; see also the Comptroller’s Memorandum regarding extension to pay 
income taxes attached as Exhibit 7 at paragraphs 4-6.3  Mr. Bowman also advised that 
even after the state of emergency was lifted, the Comptroller’s audit completion was 
initially slow because the auditors had to refamiliarize themselves with the audit 
procedures and the Comptroller’s Office had competing demands for its resources due to 
the COVID-related backlog and other state initiatives, such as the State’s 2022 motor fuel 
tax holiday that completely occupied audit staff from March to June 2022.  See Exhibit 4 
at page 2; see also the Emergency House Bill requiring the Comptroller to announce a 
motor fuel tax-free period attached as Exhibit 8; see also the Frequently Asked Questions 
on the Maryland Motor Fuel Tax Holiday attached as Exhibit 9 at pages 2-3.  Thus, the 
Comptroller only completed 24 of 143 expected audits in 2021 and 79 of 152 expected 
audits in 2022.  See Exhibit 2 at page 6.  But the Comptroller, committed to its 
membership in IFTA and the obligations incumbent on it as a member, sought to rectify 
those deficiencies after the state of emergency lifted, the aftermath of a year and a half of 
radical changes to the workplace and the work force receded, and work slowly returned 
to normal.  Specifically, the Comptroller added personnel to its audit staff and changed 
certain aspects of the Comptroller’s audit procedures to expedite audit completion.  See 
Exhibit 4 at page 2.  As a result of these actions, the Comptroller’s recent audit 
completion rate exceeds the audits necessary for IFTA compliance.  As of September 25, 
2024, with over three months left in the year, the Comptroller has already completed 212 
IFTA audits, 42 more than the 170 required audits for 2024.  It has also exceeded the 43 
high distance audit requirement by completing 70 such audits so far this year. 

 
3 Most relevant here, the Comptroller ceased all collection activities for business taxes, including all audit activity 
pursuant to the Governor’s executive order during this timeframe in part to protect its auditors and taxpayers from 
COVID infection because those audits were largely conducted in-person at the taxpayer’s location during that 
timeframe.  Despite being the fifth most densely populated stated in the U.S., Maryland’s COVID death rate in 
2020, 2021, and 2022 was lower than most states due in large part to the measures taken by the Governor and 
Comptroller to protect the health and safety of Maryland’s employees and residents.  See Center for Disease Control, 
National Center for Health Statistics, COVID-19 Mortality by State, available at 
https://www.cdc.gov/nchs/pressroom/sosmap/covid19_mortality_final/COVID19.htm.  
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After Mr. Bowman spoke on the Comptroller’s behalf at the August 19, 2024 
hearing, the DRC heard from Connecticut and Massachusetts and then adjourned the 
hearing.  After deliberating, the DRC reconvened later that same day to vote on the 
motions that the Comptroller and the other two states were non-compliant for the two 
periods under review.  The Comptroller was entitled to comment before the vote once the 
hearing was reconvened and the DRC shared its decision to be voted upon.  See Section 
III.F of the DRP.  However, the DRC reportedly could not reach anyone in the 
Comptroller’s office for them to rejoin.  Although Mr. Bowman recalls being generally 
informed that the hearing would reconvene, he does not recall being informed of a 
specific purpose or instructed to rejoin.  The DRC attempted to contact at least one of the 
Comptroller’s other representatives, and having no luck reaching him, apparently 
reconvened the hearing, shared its draft decision with those present, and opened the 
matter to discussion or debate with no Comptroller representative present.  See Exhibit 1 
at page 2.  The DRC then voted on the motion about the Comptroller’s non-compliance 
and settled on the terms of the Order.  See Exhibit 1 at pages 3-4. 

RELEVANT CIRCUMSTANCES 

I. THE DRC ABUSED ITS DISCRETION, SIGNIFICANTLY ERRED IN 
INTERPRETING THE ARTICLES, AND COMMITTED PROCEDURAL ERRORS 
WITH ITS AUGUST 19, 2024 DECISION AND SEPTEMBER 13, 2024 ORDER, 
THEREBY WARRANTING THE REVERSAL OR OVERTURNING OF ITS 
DECISION AND ORDER. 
  

The DRC ordered the Comptroller to disgorge funds and pay a significant fine for 
its audit non-compliance.  In so imposing this hefty disgorgement and fine, the DRC 
abused its discretion by disregarding the progressive remedies contained in the DRC, 
failing to consider the interests of other jurisdictions and the reasons for the 
Comptroller’s non-compliance, and failing to craft a decision that would facilitate the 
Comptroller’s return to compliance.  The DRC also either misinterpreted or disregarded 
altogether the Articles which specify methods, criteria, and considerations the DRC shall 
use to achieve the goal of bringing jurisdictions back into compliance with their audit 
obligations.  Finally, the DRC committed procedural errors during the August 19, 2024 
hearing by voting on its motion without first giving the Comptroller an opportunity to be 
heard on the underlying decision and by hearing the dispute that was based on an 
incomplete submission.  Therefore, the Board should reverse or overturn the DRC’s 
August 19, 2024 decision and September 13, 2024 Order. 
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A. The DRC Abused Its Discretion in Ordering That the Comptroller 
Disgorge $1,269,600.00 and Pay an Additional $201,000.00 in Fines 
Because the DRC Arbitrarily and Capriciously Departed from the 
DRP’s Progressive Remedies and the Other Criteria and 
Considerations It Contains. 

The DRC improperly departed from the progressive remedies in Section V of the 
DRP in its decision against the Comptroller.  The DRP empowers the DRC to ensure and 
encourage jurisdictions’ compliance with the Articles of Agreement.  Section V of the 
DRP.  While the DRC has full discretion to make decisions regarding jurisdictions’ non-
compliance, that discretion is subject to the guidance provided in the DRP.  Section IV.B 
of the DRP.  This guidance includes the following progressive remedies:  

 Rescinding the jurisdiction’s voting rights and committee seats if it is not in 
compliance by the date selected by the DRC; 

 Doubling the jurisdiction’s membership dues if it is not in compliance 
within 60 days after losing its voting power and committee seats; 

 Tripling the jurisdiction’s membership dues and the potential issuance of a 
resolution for expulsion if it is not in compliance more than one year after 
its dues were doubled; 

 Mandatory resolution for expulsion if the jurisdiction is not in compliance 
more than one year after its dues were tripled; 

 If the expulsion resolution fails, the jurisdiction’s membership dues will 
remain tripled until it reaches compliance. 
 

Section V of the DRP (incorporating R1555 of the Articles).  These remedies are 
intended to be progressive.  See slide from Webinar #7 available at 
www.iftach.org/Aboutus.php attached as Exhibit 10.  Thus, the DRC’s discretion is not 
unbridled, but must be exercised in accordance with the sequential remedies and other 
guidance contained in the DRP.   

 Past ballot measures that were adopted by IFTA’s jurisdictions demonstrate that 
the DRC’s exercise of discretion should be kept within the DRP guidance and the 
progressive remedies.  In 2012, for example, a successful ballot proposal stated that “the 
penalties in the DRP are intended to be progressive in nature.”  See IFTA Short Track 
Final Ballot Proposal #7-2012 attached as Exhibit 11 at page 1.  In Ballot Proposal #7-
2012, IFTA’s jurisdictions recognized that the loss of voting rights for non-compliance 
with a DRC order was the first penalty in the DRP and removed language from Section 
R1555 of the Articles permitting accelerated expulsion voting as inconsistent with the 
progressive nature of the remedies contained in DRP Section V.  See Exhibit 11 at page 
1.  In 2022, a ballot proposal further amended Section R1555 to remove an inconsistency 
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between it and the DRP penalties for doubling and tripling membership dues.  See IFTA 
Full Track Preliminary Ballot Proposal #3-2022 attached as Exhibit 12 at page 1.  These 
successful ballots reinforce that, once the DRC establishes in an order a date for a 
jurisdiction to return to compliance, it should follow the progressive remedies set forth in 
the DRP if the jurisdiction fails to meet the DRC’s timeline. 

 The DRC did not follow the progressive remedies in the DRP.  The DRC did not 
set a date by which the Comptroller must return to compliance until it declared in its 
September 13, 2024 order that the Comptroller “shall follow an enhanced compliance 
plan” with the goal of completing the incomplete audits by December 31, 2025.  
Therefore, the DRC never began the progressive steps that guide its discretion until that 
date.  Only after the DRC did that, and after the Comptroller remained non-compliant for 
an additional 60 days, could the DRC take its first action, doubling the Comptroller’s 
membership dues.  The DRC had to wait one year after the dues were doubled and the 
Comptroller remained non-compliant to take its next action, tripling the dues and 
initiating a potential expulsion vote.  Finally, if the Comptroller remained non-compliant 
an additional year later, an expulsion vote would be required.  Instead of following the 
DRP’s guidance and the progressive remedies within which the DRC can exercise its 
discretion, the DRC arbitrarily and capriciously ordered the Comptroller to pay 
$1,470,600.00. 

By casting aside the DRP’s progressive remedies relied upon by the Comptroller 
and the other IFTA jurisdictions, the DRC abused its discretion and violated the spirit and 
underpinnings of basic due process rights.  A party has the right to know the severity of 
the punishment it faces due to a violation.  See Karem v. Trump, 960 F.3d 656, 664 (D.C. 
Cir. 2020) (citation omitted); U.S. v. Nichols, 897 F.3d 729, 733 (6th Cir. 2018).  This 
right is rooted in fundamental fairness.  Karem, 960 F.3d at 664; Nichols, 897 F.3d at 
733.  For example, the Karem court determined the White House likely violated a 
journalist’s right to due process by suspending his press credentials for behavior in 
violation of a White House policy when the White House declined to adopt any 
punishment for the violation at the time the policy was formulated.  Karem, 960 F.3d at 
665.  Additionally, the Nichols court vacated a criminal sentencing that exceeded the 
statutory maximum penalty for the violation Nichols committed.  897 F.3d at 773.  Thus, 
due process rights and fundamental fairness require adherence to any policy adopted to 
penalize a violating party so the violating party knows in advance the sanction that may 
result from its actions.   

The DRC violated these concepts of due process and fundamental fairness with its 
arbitrary decision that disregarded the progressive remedies in Section V of the DRP and 
ordered $1,470,600.00 in disgorgement and punitive fines.  Section V of the DRP 
outlines the progressive remedies to sanction jurisdictions for non-compliance.  The DRC 
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eschewed these agreed-upon progressive remedies and instead formulated an arbitrary 
form of penalty.  While the Comptroller does not have a constitutional right to due 
process, the DRC violated the concept of fundamental fairness derived from the due 
process clause because it failed to notify the Comptroller of the penalties it applied in this 
instance before that non-compliance occurred.  Furthermore, Section R1555.100 of the 
Articles of Agreement adopts and incorporates the DRP.  Therefore, the DRC’s decision 
inherently contradicts the Articles of Agreement to which Maryland and the other IFTA 
jurisdictions agreed to be bound.4   

 These DRP guidelines form the basis of the IFTA jurisdictions’ expectations of the 
penalties they face.  They derive from the Articles and at least a decade-worth of ballots 
suggesting the DRC shall use the progressive remedies.  The DRC’s drastic departure 
from the guidelines and remedies unfairly upsets the Comptroller and other jurisdictions’ 
settled expectations.  For example, had the Comptroller understood that such draconian 
measures could be taken (the loss of nearly $1.5 million), it would have had its attorneys 
represent it at the hearing, as it would in any civil matter involving amounts much smaller 
than the penalty here.  It may have undertaken greater efforts to demonstrate the specific 
consequences of COVID and the state of emergency on its ability to conduct these audits 
and to reach these goals.  The various jurisdictions responded very differently to the 
pandemic, with some imposing little or no restrictions, to jurisdictions like Maryland, that 
reacted aggressively not just for the health and safety of its residents but also for the 
residents’ and the State’s economic health and safety.  The Comptroller also would have 
sought more information from the DRC and the Board on past penalties and 
disgorgement.  As a member with voting rights, the Comptroller may have wanted to 
propose ballot measures on the propriety of such penalties and fines and whether IFTA 
can handle or distribute these monies.  Even if it did not, it certainly would have wanted 
to determine that jurisdictions similarly situated were penalized similarly to the 
Comptroller.  If they are not, that would be further evidence of the DRC’s abuse of 
discretion.  The Comptroller may also have sought reports on the audit-compliance of 
other jurisdictions, because it would make little sense for one jurisdiction to have to 
disgorge money to another non-compliant jurisdiction.  These types of severe penalties 
will change what is fundamentally IFTA’s role in helping jurisdictions with self-
governance of their audit obligations into litigious battles that will consume not only the 
jurisdictions’ resources, but IFTA’s as well.  But most importantly, the jurisdictions 

 
4 Additionally, it is unclear that the Articles envision and enable the disgorgement and penalty in the DRC’s order.  
The Articles and Procedures Manual do not specifically state jurisdictions can collect the disgorgement and penalty 
specified in the DRC’s order.  For example, R1200 through R1240 of the Articles contain provisions regarding 
assessments, penalties, and interest, but they only relate to collection from licensees by base jurisdictions and not the 
circumstances in the DRC’s order.  Similarly, the Maryland statute relating to IFTA only allows the Comptroller to 
disburse money to other IFTA jurisdictions that is due based upon fuel usage in those jurisdictions or registration 
fees.  See Md. Code Ann., Tax-Gen. § 9-205(a)(1)(iii).  Thus, the Comptroller’s payment of the disgorgement and 
penalty may violate Maryland law.   
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should have a sense of the risks they face for non-compliance before they are subject to 
review by the DRC.  The DRP guidelines serve that purpose.  When the DRC departed 
radically from the guidelines, its actions caught the jurisdictions unfairly by surprise, a 
surprise that occurred after the hearing when it was too late to offer a more robust 
defense. 

 Apart from the departure from the guidelines, the DRC also abused its discretion 
and violated the principles of fundamental fairness and due process in other ways, 
including by failing to give a rationale for the severe sanctions it imposed and the 
disgorgement.  Despite claiming that its process is intended to be fair and open in 
Appendix C of the DRP, the DRC did not explain the rationale for the penalty nor how it 
calculated the amount.  The only discernable basis for the $201,000 penalty is a $1,000 
penalty for each of the Comptroller’s 201 incomplete audits.  But the DRC does not 
explain why $1,000 is an appropriate penalty, especially when the Comptroller must still 
complete these audits.  No penalty amounts are set forth in the Articles, the IFTA 
Bylaws, the DRC’s Charter, the DRP, the Audit Manual, or any other governing 
document.  When imposing a remedy or sanction, the DRC must “carefully consider 
punitive actions.”  See Section V of the DRP.  Plucking a number out of thin air, with no 
consideration of that number’s ability to “bring a non-compliant jurisdiction into 
compliance,” exceeds the DRC’s authority. 

Moreover, it is unclear how the DRC’s purported “disgorgement” penalty to make 
the Comptroller hand over its “profits” from its non-compliance – personnel costs 
avoided due to alleged inadequate staffing that purportedly led to the non-compliance - to 
deter other jurisdictions from similar non-compliance is justified.  See Exhibit 1 at page 
3.  This remedy fails to withstand scrutiny because the Comptroller did not “profit” from 
its non-compliance, which was largely caused by the COVID pandemic, in the manner 
the penalty suggests.  While the pandemic did eventually result in some staffing issues, 
the Comptroller’s auditors were not permitted to perform any audits, including IFTA 
audits, because of the existing state of emergency until after August 15, 2021.  Therefore, 
instead of gaining from the incomplete audits, the Comptroller actually lost “profits” 
from all types of audits, including IFTA audits, while still paying its auditors’ salaries.  
Furthermore, the disgorgement and its distribution are incongruent with the concept of 
deterrence because the disgorged monies are being distributed to other non-compliant 
jurisdictions.  For example, the DRC found Connecticut and Massachusetts also non-
compliant with the audit requirements on August 19, 2024, but still orders the 
Comptroller to distribute $37,494.02 and $21,770.35 in disgorged monies to those 
jurisdictions, respectively.  See Exhibit 1 at page 9.  Also, based upon the other 
jurisdictions’ completion percentages during 2019 through 2023, the DRC is ordering the 
Comptroller to distribute funds to other non-compliant jurisdictions.  See the 2019-2023 
completion percentages attached as Exhibit 13.  Therefore, instead of deterring non-
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compliance, the DRC is effectively compensating non-compliant jurisdictions with 
monies ordered to be disgorged from Maryland.   

Furthermore, the DRC stated it intends the disgorgement to restore the other 
jurisdictions to their original positions and compensate them for their loss due to the 
Comptroller’s “wrongful act.”  Restitution, or financially compensating the other 
jurisdictions for the Comptroller’s shortfall, is inappropriate here because the 
Comptroller must still complete the incomplete audits by year-end 2025.  The DRC is 
ordering the Comptroller to both hand over money representing the income allegedly lost 
from the incomplete audits and then complete the audits and collect the money owed.  
Thus, this will result in duplicative compensation, a windfall to the other jurisdictions.5        

The DRC abused its discretion with its decision because it cast aside the guidance 
provided in the DRP and arbitrarily ordered almost $1.5 million in disgorgement and 
punitive fines that are either unexplained or unrelated to the objective they were 
purportedly crafted to meet.  This is sufficient to warrant reversing or overturning the 
DRC’s decision, but the DRC also significantly erred in interpreting the Articles with its 
decision. 

B. The DRC Erroneously Interpreted the Articles and the DRP. 

In describing the DRC’s “role and function,” the DRP states that the DRC will do 
a better job of keeping “a high degree of uniformity, consistency, and certainty in 
Agreement administration” than the federal courts.  See Appendix C of the DRP.  The 
DRC’s August 19, 2024 decision diverges from these uniformity, consistency, and 
certainty principles and from the DRP, which is intended to guide its decisions. 

The Articles designate the DRP as the means for the DRC to resolve compliance 
issues.  See Articles of Agreement at R1555.100 and Section I of the DRP.  Thus, the 
DRC’s departure from the DRP is inconsistent with the Articles.  The progressive 
remedies are not mere suggestions that can be cast aside as an alleged act of discretion, 
but instead are envisioned in the Articles and by past ballot voting as the guideposts for 
the DRC to resolve compliance issues.  See Articles of Agreement at R1555.100, Section 
I of the DRP, and Exhibits 11 & 12.  Seeking to punish rather than encourage the 
Comptroller’s audit compliance, the DRC completely eschewed the progressive remedies 
in Section V of the DRP and instead crafted what this jurisdiction believes to be an 

 
5 Restitution is inappropriate here, but even if it was warranted, the DRC improperly tied the disgorgement amount 
to the Comptroller’s purported cost of $6,316.42 to complete each audit.  See Exhibit 1 at page 6; see also the 
Minutes of the August 19, 2023 DRC Hearing attached as Exhibit 14 at page 3.  That payment should be tied to the 
amount of money the other jurisdictions would have received as represented by the average amount obtained from 
an IFTA audit to more accurately represent any amount lost from the incomplete audits.  The DRC used such an 
approach in its 2014 decision regarding New Jersey.  See the DRC’s January 14, 2014 Amended Order regarding 
New Jersey attached as Exhibit 15 at Attachment A, paragraph 8. 
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unprecedented “disgorgement” penalty and punitive fine.  In so doing, the DRC failed to 
achieve the “high degree of uniformity, consistency and certainty in Agreement 
administration” that is its primary function.  See Appendix C of the DRP.   

Even under a liberal construction of the Articles, the DRC lacks the authority to 
impose a purported “disgorgement” penalty and punitive fine against member 
jurisdictions.  The agreement that Maryland, and all other member jurisdictions, joined is 
found in the Articles.  The Articles do not give DRC carte blanche authority to impose 
monetary penalties against member jurisdictions, except for doubling or tripling of 
membership dues as part of the progressive remedies of Section V of the DRP.  The only 
other monetary penalties contemplated in the Articles are the penalties imposed on 
licensees for failing to file a tax return, filing a late tax return, or underpaying taxes due.  
Articles at Section R1220.  These penalties against licensees are described with 
specificity (i.e., “$50 or 10 percent of delinquent taxes, whichever is greater”), whereas 
the $1,470,600 disgorgement and penalty imposed on Maryland lack any textual 
justification. 

 
Additionally, the disgorgement penalty the DRC imposed is based in part on a 

violation that was not even referred to the DRC by the PCRC—that is, Maryland’s 
alleged shortage of auditors during the periods at issue.6  Assuming arguendo that the 
DRC has the power to impose such a penalty, it should only be able to do so when it is 
called upon to resolve a dispute alleging a member jurisdiction’s non-compliance with 
Section R1510.100 (requiring member jurisdictions to employ “a sufficient number of 
auditors”).  However, the PCRC’s Final Determination Finding of Non-Compliance 
alleged violations of only Sections A250 and A260 of the Audit Manual, not R1510.100.  
See Exhibit 2 at page 1.  The DRC does not have the express authority to hear a dispute 
involving non-compliance with Section R1510.100 because that section does not appear 
on the list of sections in Section R1555.100.015, which describes and limits the types of 
disputes originating from the PCRC that may be resolved by the DRC pursuant to the 
DRP.  Thus, to the extent the penalties are based on a failure to employ sufficient 
auditors, they should be reversed.  Allowing the DRC to craft its remedies based on 
alleged violations that have not been referred to it by the PCRC would upend member 
jurisdictions’ expectations that are rooted in the plain language of the Articles. 

 
 

 
6 The Comptroller maintains that the key driver of its non-compliance was the COVID pandemic, and not a shortage 
of auditors. 
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In addition to the progressive remedies in the Section V of the DRP, the DRP also 
contains other criteria and considerations for the DRC to follow.  The DRP states that the 
DRC should consider the following criteria when deciding an issue: 

 The consistency of the proposed action with the provisions and the intent of 
the Agreement; 

 The positive and adverse effects on jurisdictions and licensees; 
 The desirability of recommending an Agreement amendment; and 
 Both public and private costs of any proposed action, including 

administrative costs. 

Section IV.A of the DRP.  Other parts of the DRP state that, when making decisions, the 
DRC should also consider:  
 

 The expectations of the parties to the matter and all IFTA stakeholders 
regarding the DRC process, DRP Section IV.B;  

 Before taking punitive action to compensate other jurisdictions and bring a 
non-compliant jurisdiction into compliance (and after careful consideration), 
the circumstances that led to the non-compliance, DRP Section V; 

 The DRC’s perceived fairness to encourage jurisdictions to resolve matters 
outside of the court system, DRP Appendix C.   

 
While diverse, these criteria and considerations focus, in relevant part, on consistency 
with the Articles, the expectations of, and the effect of an action on, IFTA jurisdictions, 
the cause of the jurisdiction’s non-compliance and efforts to restore it to compliance, and 
the desire to avoid litigation.   
 
 The DRC’s decision fails to address or satisfy these criteria and considerations.  
First, as stated above, the decision is inconsistent with the DRP’s guidance because it 
departs from the progressive remedies in Section V of the DRP, which is incorporated in 
the Articles.  Second, because the decision is inconsistent with the Articles, which 
provides the basis for the jurisdictions’ expectations, it is also inconsistent with the 
expectations of the jurisdictions who have consented to be governed by those Articles.  
Imposing penalties for non-compliance at the outset, as the DRC did here, rather than 
imposing them progressively if the jurisdiction fails to complete an ordered compliance 
plan, as the DRC did in New Jersey, increases the cost of participation for non-compliant 
jurisdictions, disregards the DRP’s guidance to the DRC, creates uncertainty about future 
penalties, and risks member jurisdictions’ dissatisfaction with IFTA.  See Exhibit 15 at 
page 2.  Thus, the DRC’s decision negatively affects other jurisdictions and increases 
their cost of participating in IFTA.  The decision also defies members’ expectations by 
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crafting a remedy based on a violation of an entirely different section of the Articles than 
the specific sections cited in the PCRC’s Final Determination Finding of Non-
Compliance.  Third, it completely ignores that the COVID pandemic contributed heavily 
to Maryland’s non-compliance and that a compliance plan like that enacted for New 
Jersey in 2014 would assure that Maryland’s current path toward compliance will 
continue.  Fourth, this decision, which arbitrarily crafted a penalty in violation of the 
Articles of Agreement to which Maryland agreed, encourages rather than discourages 
litigation in federal courts.  
  

The contrast between the DRC’s decision regarding Maryland and its 2014 
decision regarding New Jersey is stark.  In the New Jersey decision, the DRC complied 
with the DRP by using the progressive remedies and other criteria and considerations 
provided by the DRP.  See Exhibit 15 at pages 2-3.  Prior to that decision, the DRC 
issued an order making New Jersey subject to a resolution for expulsion.  See Exhibit 15 
at page 1.  In its 2014 order amending that decision, the DRC stated that the penalty of a 
resolution for expulsion would “prove divisive to the IFTA membership, affect multiple 
stakeholders . . . , and run the risk of damaging the overall mission of the Agreement and 
perhaps the continued compliant administration of its articles and governing documents.”  
See Exhibit 15 at page 2.  The DRC considered that New Jersey was not compliant and 
that the non-compliance undermined the reliance of all jurisdictions.  See Exhibit 15 at 
pages 2-3.  The DRC had previously imposed on New Jersey some of the progressive 
remedies in the DRP – the loss of voting rights and committee seats, increased 
membership dues, and an eventual expulsion resolution – and moved on to consider what 
was necessary to bring New Jersey into compliance.  See Exhibit 15 at pages 2-3.  
Importantly, although New Jersey was not in compliance for the 2009 and 2013 period, it 
demonstrated an increase in annual audits so that it exceeded the amount of necessary 
audits for 2013.  See Exhibit 15 at page 2.  The DRC ordered New Jersey to be subject to 
a five-year (2014 through 2018) compliance plan.  See Exhibit 15 at Attachment A, 
paragraphs 1-7.  Although the DRC imposed a potential fine to compensate the other 
jurisdictions, it based the penalty upon the average amount for each IFTA audit and only 
imposed it if New Jersey failed to complete the incomplete audits within the applicable 
timeframe.  See Exhibit 15 at Attachment A, paragraph 8.  The DRC did not use this 
approach it took with New Jersey when penalizing the Comptroller.   

Moreover, the DRC apparently did not consider the circumstances contributing to 
the Comptroller’s non-compliance—or at the very least, its decision does not indicate that 
it did so.  Mr. Bowman explained to the DRC that when the COVID pandemic gripped 
the country starting in March 2020, the Comptroller had already made up the 24 deficit 
audits for the years 2014 through 2018 during 2019.  See Exhibit 2 at pages 5-6; see also 
Exhibit 4 at page 1; see also the June 2019 Program Compliance Review attached as 
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Exhibit 16 at page 10.  However, the pandemic reversed that progress because the 
Comptroller—in response to the Governor’s executive orders and declaration of a state of 
emergency—ceased all audit activity from March 5, 2020 through August 15, 2021.   See 
Exhibit 4 at pages 1-2, Exhibit 5 at paragraph 3, Exhibit 6 at paragraph 1, and Exhibit 7 at 
paragraphs 4-6.  Although IFTA did not require jurisdictions to complete any audits for 
2020, this reprieve did not account for COVID’s ramifications beyond 2020.  The 
Comptroller, for example, was unable to resume audit activity, including completing 
IFTA audits, until Maryland’s Governor lifted the stay of emergency on August 15, 2021.  
See Exhibit 4 at pages 1-2, Exhibit 5 at paragraph 3, Exhibit 6 at paragraph 1 and Exhibit 
7 at paragraphs 4-6.  The consequences of the pandemic had reverberations in 2022 and 
2023 because all Comptroller audits, including those for IFTA, were beginning anew 
after a nearly eighteen-month hiatus, resulting in staff needing to be reacquainted with the 
audit procedures and taught to use the technology necessary to conduct IFTA audits 
remotely.  See Exhibit 4 at pages 1-2.   Despite the nearly 18-month shutdown and the 
pressure on auditors to resume auditing for all manner of taxes and fees, the Comptroller 
managed to complete 423 of 609 expected ITFA audits for 2019-2023, representing 
2.13% of total licensees.  See Exhibit 2 at page 6.  This percentage is higher than the 
1.91% completion rate of New Jersey, which had a 532-audit deficit for the years 2005 
through 2008.7  See April 16, 2012 Final Determination Finding of Non-Compliance 
regarding New Jersey attached as Exhibit 17 at page 1; see also the DRC’s October 22, 
2012 Findings on Referral regarding New Jersey attached as Exhibit 18 at pages 1 & 4. 

The DRC decision also ignores the additional headwinds the Comptroller faced as 
activities were resumed after August 15, 2021 and the concrete steps the Comptroller 
took to further ensure compliance.  The headwinds include losing an auditor to 
implementing a new integrated tax system and the need for all IFTA auditors from March 
through June 2022 to facilitate a Maryland motor fuel tax holiday.  See Exhibit 2 at page 
2; see also Exhibits 8-9.  Among the Comptroller’s actions to ensure IFTA compliance 
going forward, the Comptroller hired additional auditors and shortened the test period 
and the audit period to expedite audit completion. 8  See Exhibit 2 at page 2.  These 
efforts appear to be working because by September 25, 2024, the Comptroller has already 
completed 42 audits beyond those expected for 2024 and has also similarly exceeded its 
high distance audit requirement.  Based on these obstacles and corrective actions, the 
DRC should have devised a plan with benchmarks to ensure that the Comptroller remains 
in compliance in 2024 and beyond and that would enable the Comptroller to also 
complete its delinquent audits from 2019 through 2023.  Instead, it unnecessarily 

 
7 The Comptroller does not have the total audit completion data for New Jersey’s second period of non-compliance, 
2009 through 2013. 
8 Prior to this change, the Comptroller was auditing eight consecutive quarters per audit, twice the four consecutive 
quarters per audit required in Section A250 of the Audit Manual. 
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punished a jurisdiction that made a concerted effort to achieve compliance before the 
COVID pandemic and then took affirmative steps to achieve it after it ended. 

 
While the circumstances of New Jersey’s audit deficiencies are not exactly like the 

Comptroller’s circumstances, they are sufficiently similar to serve as a guidepost.  New 
Jersey had a shortfall of 532 audits (completing 946 of 1478 required audits completed) 
for 2005 through 2008 representing the auditing of 1.91% of all licensees.  See Exhibit 17 
at page 1 and Exhibit 18 at pages 1 & 4.  New Jersey attributed the shortfall to 
downsizing and staffing issues.  See Exhibit 17 at page 1 and Exhibit 18 at pages 2-3.  
Moreover, New Jersey completed audits representing 1.70%, 1.27%, and .95% of all 
licensees in 2009 through 2011, respectively.  See Exhibit 17 at page 4 and Exhibit 18 at 
page 3.  Thus, its completion rate was declining, not increasing, as it entered the next 
review period for 2009 through 2013.  It ultimately was non-compliant for the second 
review period, 2009 through 2013, resulting in DRC review for this second period.  See 
Exhibit 15 at page 2.  To address New Jersey’s non-compliance for the two review 
periods, the DRC utilized the progressive remedies in Section V of the DRP and 
instituted a five-year compliance plan for New Jersey.  See Exhibit 15 at page 2 and 
Attachment A. 

 
While Maryland was also non-compliant for two periods, the Comptroller’s 

shortfall is less severe than New Jersey’s and is largely attributable to the COVID 
pandemic.  For 2014 through 2018, the Comptroller completed 663 of 687 expected 
audits that covered 2.89% of all licensees.  See Exhibit 2 at page 4.  The Comptroller 
more than made up this de minimus 24-audit shortfall in 2019 by completing an excess of 
31 IFTA audits that year.  See Exhibit 2 at page 6.   Even though IFTA did not require 
audits in 2020, the Comptroller completed 20 that year.  The Comptroller did not resume 
audit activity until August 15, 2021 when Maryland’s Governor lifted the March 5, 2020 
state of emergency due to the COVID pandemic.  As a result of the pandemic delays and 
the pressure on resources following the return to work post-pandemic, the Comptroller 
completed only 24 audits in 2021 and 79 in 2022.  See Exhibit 2 at page 6.   These 
shortfalls occurred because audit activity was slow to recover from nearly eighteen 
months of inactivity.  Once the Comptroller began digging out from the backlogs caused 
by the pandemic and as the workplace normalized, the Comptroller’s IFTA audits 
increased as well.  In 2023 it completed 156 of 172 expected audits.  See Exhibit 2 at 
page 6.   For 2019 through 2023, the Comptroller completed 432 of the 609 required 
audits, representing 2.13% of all licensees for the period.  And now, based on the 
Comptroller’s initiative, the Comptroller has completed 212 audits so far in 2024, 42 
more than is required for the year, with over three months of the year remaining.  The 
Comptroller’s response to the exigent circumstances caused by the COVID pandemic 
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warrant the response used for New Jersey, not a disgorgement and punitive fine totaling 
almost $1.5 million. 
 
 In summary, the DRC erred in its interpretation and application of the DRP.  First, 
it disregarded the progressive remedies in the DRP and incorporated into the Articles.  
See R1555.100 of the Articles.  Instead, it ordered the disgorgement of funds tied to the 
purported average cost of the incomplete audits and issued a punitive fine.  See the 
September 13, 2024 Final Order attached as Exhibit 1.  These penalties do not appear in 
the Articles or DRP, which require applying the progressive remedies.  At best, this 
disgorgement is tied to section R1510.100 of the Articles which the DRC does not have 
the authority to address.  The DRC also failed to consider the criteria and considerations 
contained elsewhere in the DRP.  Had it considered them, the DRC would have 
recognized that its decision is inconsistent with the Articles and the jurisdictions’ 
expectations, creates uncertainty about future penalties, risks jurisdictions’ 
dissatisfaction, and encourages litigation.  Additionally, had the DRC weighed the causes 
of the Comptroller’s non-compliance, it would have recognized it was primarily the result 
of the COVID pandemic exigency.  Finally, if the New Jersey decision operates as the 
DRC standard for similar non-compliance issues, it is plain that the Comptroller was 
treated far less favorably than New Jersey was, which raises concerns about the fairness 
of the decision making. 
 

C. The DRC Erred Procedurally Because It Voted on Its Order Forcing 
the Comptroller to Pay Nearly $1.5 Million Without Allowing the 
Comptroller to Comment on the Motion Prior to the DRC’s Vote and 
With an Incomplete Submission. 

The DRC did not adequately inform the Comptroller’s representatives that the 
August 19, 2024 meeting would reconvene to invite comment and vote on the relevant 
motion.  Pursuant to Section III.F of the DRP, the DRC’s members are required to vote 
on a motion as part of a public hearing for decisions such as this action taken against the 
Comptroller.  Before that vote is taken, the comments from various parties, including the 
parties to the issue subject to the motion, “are invited.”  See Section III.F of the DRP.  
The DRC recognizes these requirements, as its Order in this case states that the DRC 
deliberated after the Comptroller presented its case and, “after an opportunity to discuss 
and debate the proposal was given,” the DRC voted and agreed on the order regarding the 
Comptroller.  See Exhibit 1 at pages 2 & 13.  Absent any questions or debate, the DRC 
ordered the Comptroller to pay $1,470,600.00.  See Exhibit 1 at pages 2 & 4.   

However, the Comptroller’s representatives were not given the opportunity to 
discuss or debate the proposed decision before the DRC voted upon it.  The 
Comptroller’s representatives appeared remotely after the DRC approved their virtual 
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attendance at the hearing.  The audio feed for the hearing was poor and Mr. Greenawalt, 
who chaired the hearing, was particularly difficult to understand.  See the chat discussion 
for the Microsoft Teams call for the August 19, 2024 hearing attached as Exhibit 19.  
Individuals associated with IFTA were notified of these issues, as they were included in 
the chat discussion.  See Exhibit 19 at page 1.  The Comptroller’s representatives only 
heard that the hearing would be reconvened at 3:30 P.M. CST on August 19, 2024. They 
were not, however, informed of the purpose for reconvening and in particular that it 
would be for any discussion, debate, or a vote.   Even if the DRC stated the purpose for 
reconvening, the Comptroller’s representatives did not hear it.  See Exhibit 14 at page 2.  
Mr. Greenawalt reported that the DRC tried to contact the Comptroller’s representatives 
when the hearing reconvened.  Only Patrick Dunkes, the Comptroller’s Acting 
Commissioner, received a call at 3:45 P.M. CST from the DRC, which he missed because 
his workday concluded at 3:00 P.M. CST.  The other Comptroller representatives’ phone 
lines do not indicate they received any calls and no one from the DRC attempted to rejoin 
the Teams meeting the Comptroller set up for the hearing after the morning session 
ended.  See Exhibit 19 at page 2. 

The DRC committed a procedural error proceeding to a vote without affording the 
Comptroller an opportunity to comment, ask questions, and debate on the proposed order 
to disgorge money and punitively fine the Comptroller, a sum totaling in excess $1.4 
million.  The DRC also erred procedurally by hearing the dispute at all because the 
submission of the dispute by the PCRC was incomplete.  Under Section II.B of the DRP: 
“A complete submission of an issue to the DRC shall . . . at a minimum contain: . . . 5. A 
statement of the relief, resolution, or interpretation sought.”  However, the PCRC’s Final 
Determination Finding of Non-Compliance does not include this necessary statement of 
the relief or resolution sought, nor is the statement included elsewhere in the record.  See 
Exhibit 2 at pages 1 & 3.  Such a statement is necessary to complete a submission to the 
DRC not only because the text of the DRP requires it, but also because it serves to put a 
member jurisdiction on notice of the potential consequences it faces if the DRC finds the 
jurisdiction to be non-compliant.  See DRP, Section II.A, Commentary (“The DRC is 
guided by the general principle that parties to an issue and the public should be provided 
information to be able to participate and respond to an issue before the DRC.”)  Notice of 
these potential consequences, in turn, inform the jurisdiction’s response to the dispute.  
For example, a recommendation by the PCRC for the DRC to impose a compliance plan 
might lead a member jurisdiction to agree to PCRC’s findings in order to efficiently come 
to a resolution that is amenable to all parties; whereas a recommendation by the PCRC 
that a member jurisdiction should be subject to monetary penalties would likely lead the 
member jurisdiction to take an entirely different posture.  Maryland learned of the 
potential for a significant monetary penalty only after the DRC imposed it.  This 



17 
 

omission caused the PCRC’s submission to be incomplete, and the DRC erred in hearing 
it. 

CONCLUSION 

 The DRC abused its discretion by arbitrarily and capriciously deciding to disgorge 
money from and impose a fine on the Comptroller totaling almost 1.5 million dollars 
because it ignored the progressive remedies contained in the DRP and used its own 
methodology to craft monetary penalties that were calculated without any stated 
reasoning or methodology.   

The DRC also significantly erred in interpreting the Articles of Agreement 
because it failed to follow the procedures and weigh the criteria and considerations 
contained in the DRP and the Articles of Agreement.  The DRC committed a procedural 
error because it moved forward with the vote regarding the Comptroller without the 
Comptroller’s representatives present and for continuing the hearing after being notified 
that there were difficulties with the remote connection.  Although the Comptroller 
acknowledges that it was not compliant for the two periods in question, 2014 through 
2018 and 2019 through 2023, the Comptroller’s non-compliance is consistent with 
decisions entered in other cases in which the DRC used the progressive remedies in the 
DRP and agreed to a compliance plan with fines only owed if the non-compliant 
jurisdiction failed to adhere to that plan.  The sensibility of this approach is bolstered by 
the fact that the Comptroller’s non-compliance predominantly resulted from the COVID 
pandemic and the Comptroller’s recent progress toward returning to compliance.   

For these reasons, the Comptroller respectfully requests that the Board hear the 
appeal, reverse or overturn the DRC’s decision and September 13, 2024 Order, and 
impose a compliance plan to facilitate Maryland’s compliance with the audit 
requirements. 

DATE: OCTOBER 3, 2024    ANTHONY G. BROWN  
Attorney General of Maryland 

 
 

______________________ 
MICHAEL FOX 
RENEE NACRELLI 
Assistant Attorneys General 
7 Saint Paul Street, Room 530 
Baltimore, MD 21202-1626 
Telephone: 410-767-1561 
Attorneys for the Comptroller  
of Maryland 
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Louis L. Goldstein Treasury Building • 80 Calvert Street • P.O. Box 466 • Annapolis, Maryland 21404-0466 • 410-260-7806  
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Peter Franchot 
Comptroller 

Sharonne R. Bonardi 
Deputy Comptroller 

                      

Memorandum: Public Notice for Extension to Pay Income Taxes 

This notice is given by Peter Franchot, Comptroller of Maryland, Office of the Comptroller of Maryland, acting 
pursuant to the Proclamation of Governor Lawrence J. Hogan, Jr. (the “Governor”) dated March 5, 2020 proclaiming a 
state of emergency and a catastrophic health emergency related to COVID-19, as it may be amended or renewed from 
time to time, and the Order of the Governor dated March 12, 2020 entitled “Extending Certain Licenses, Permits, 
Registrations, and Other Governmental Authorizations, and Authorizing Suspension of Legal Time Requirements”, as it 
may be amended from time to time, after finding that the action(s) described herein will not endanger the public health, 
welfare, or safety. 

On March 18, 2020, the Internal Revenue Service (“IRS”) issued written guidance explaining its announcement made 
on March 17, 2020 announcing that the IRS was giving income taxpayers an additional 90 days from the federal 
deadline for filing income tax returns to pay any income tax that is due without incurring interest and penalties.  The 
IRS guidance issued on March 18, 2020 further stated that the IRS was giving income taxpayers who would be required 
to make an estimated income tax payment on April 15, 2020 for 2020 income taxes an additional 90 days from April 15, 
2020 to make such payment without incurring interest and penalties. Finally, on March 20, 2020, the IRS then issued 
revised guidance stating that it was also extending the return due date for the income tax returns to mirror the July 15, 
2020 extension provided for income tax and estimated tax payments. 

Consequently, to conform to the IRS guidance, in addition to suspending the provisions of the Annotated Code of 
Maryland, Tax-General Article (“Tax General”) §10-901(a) which requires that the income tax due for the taxable year 
to be paid with the return for that taxable year and §10-901(b) which requires the income tax due for the taxable year to 
be paid no later than April 30th if the return for the year is filed electronically, the Comptroller is suspending the 
provisions of Tax General § 10-902(a)(1), to allow individuals, partnerships, or corporations required to file quarterly 
estimated income tax returns an additional 90 days to make the estimated income tax payment that would otherwise be 
due with the April 15, 2020 return.  Any effect of Tax General § 10-902(a)(1) inconsistent with the foregoing is hereby 
suspended.  

In conjunction with Comptroller Peter Franchot’s previous announcements suspending collection activities for personal 
and business taxes during the current COVID 19 crisis, the Comptroller is announcing that the deadlines set forth in 
Annotated Code of Maryland, Tax General Article (“Tax General”), Title 13, subtitle 11, shall be tolled during the 
current state of emergency. The tolling stated in this notice is effective immediately and shall continue until 30 days 
after the lifting of the state of emergency by the Governor. Finally, the Comptroller is also extending the due date for 
certain holder reports due to the Comptroller of Maryland from insurance companies pursuant to the Commercial Law 
Article § 17-310(d). The holder reports due on April 30, 2020 have been extended to July 31, 2020. The details of the 
Comptroller’s activities are outlined in the attached Tax Alert.  

This notice is given pursuant to the Proclamation of Governor Lawrence J. Hogan, Jr. (the “Governor”) dated March 5, 
2020 proclaiming a state of emergency and a catastrophic health emergency related to COVID-19, as it may be 
amended or renewed from time to time, and the Order of the Governor dated March 12, 2020 entitled “Extending 
Certain Licenses, Permits, Registrations, and Other Governmental Authorizations, and Authorizing Suspension of Legal 
Time Requirements”, as it may be amended from time to time, after finding that the action(s) described herein will not 
endanger the public health, welfare, or safety. 

This Notice is effective immediately and shall remain in effect until 30 days after the state of emergency has been 
terminated and the proclamation of the catastrophic health emergency has been rescinded. 

___________________________________ 

Sharonne R. Bonardi, 
Deputy Comptroller 
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FOR VOTE BY NOVEMBER 19, 2012 

IFTA Short Track Final Ballot Proposal 
#7-2012 

June 7, 2012 
Page 1 of 3 

IFTA SHORT TRACK FINAL BALLOT PROPOSAL 
#7-2012 

Sponsor 

Jurisdiction of Kansas 
Jurisdiction of Nevada  
Jurisdiction of Oregon 

Date Submitted 

May 31, 2012 

Proposed Effective Date 

January 1, 2013 

Manual Sections to be Amended    (Effective July 1, 1998 Last Revised September 2011) 

IFTA Articles of Agreement R1555 COMPLIANCE MATTERS 
R1555.400  Expulsion Process 

Subject 

An amendment to the expulsion provisions of the Agreement. 

History/Digest 

The IFTA Articles of Agreement provides for the IFTA, Inc. Board of Trustees to request a resolution of 
expulsion of a member for failure to bring its IFTA program into compliance with the Agreement as a result 
of an Order issued by the IFTA Dispute Resolution Committee (DRC) pursuant to the IFTA Dispute 
Resolution Process (Article R1555.400.005).  The existing language in R1555.400.005 conflicts with the 
penalty provisions of the IFTA Dispute Resolution Process (DRP) in that the penalties in the DRP are 
intended to be progressive in nature with the ultimate penalty being a resolution to expel being issued by 
the IFTA, Inc. Board of Trustees; subject to a vote of the membership in accordance with R1555.400.  The 
direct language in R1555.400.005 requires the Board of Trustees to request a resolution to expel a 
member one year after said member has lost its voting power per the DRP.  The loss of voting rights is 
among the first penalties imposed by the DRC for non-compliance with an Order of the DRC (subject to 
the exhaustion of appeals rights in accordance with IFTA Dispute Resolution Process Section IV.4).  The 
existing language in the Articles of Agreement conflicts with the language in the DRP by accelerating the 
issuance of the resolution to expel in a manner that is inconsistent with the progressive penalties currently 
prescribed by the DRP to deal with non-compliant members.          
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IFTA Short Track Final Ballot Proposal 
#7-2012 

June 7, 2012 
Page 2 of 3 

 

Intent 
 
The intent of this ballot is to amend the IFTA Articles of Agreement so that the expulsion provisions of the 
Agreement are consistent with the progressive nature of the penalties provided for in the IFTA Dispute 
Resolution Process. 
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IFTA Short Track Final Ballot Proposal 
#7-2012 

June 7, 2012 
Page 3 of 3 

 

 
 
Interlining Indicates Deletion; Underlining Indicates Addition 1 
 2 
ARTICLES OF AGREEMENT 3 
 4 
R1555 COMPLIANCE MATTERS 5 
 6 
[SECTIONS R1555.100, R1555.200, AND R1555.300 REMAIN UNCHANGED] 7 
 8 
 .400 Expulsion Process 9 
 10 

.005 The IFTA, Inc. Board of Trustees may request a resolution to expel a member 11 
jurisdiction pursuant to an Order issued by the IFTA Dispute Resolution 12 
Committee in accordance with the IFTA Dispute Resolution Process. 13 

 14 
.00510 The IFTA, Inc. Board of Trustees shall may request a resolution to expel a 15 

member jurisdiction which has failed to bring its IFTA program into compliance 16 
one year following its loss of voting power and membership dues being doubled 17 
under the penalty provisions of the IFTA Dispute Resolution Process. 18 

 19 
.015 The IFTA, Inc. Board of Trustees shall request a resolution to expel a member 20 

jurisdiction which has failed to bring its IFTA program into compliance one year 21 
following its membership dues being tripled under the penalty provisions of the 22 
IFTA Dispute Resolution Process. 23 

 24 
.0120 The Board shall issue a resolution of expulsion to the IFTA membership for 25 

approval. A ballot by which a member jurisdiction may vote on the resolution will 26 
be attached to the resolution. A copy of the resolution will be sent to the 27 
jurisdiction which is the subject of the resolution, but said jurisdiction will not be 28 
allowed to vote on the resolution. 29 

 30 
.01525  A resolution expelling a member jurisdiction from the Agreement shall require the 31 

affirmative vote in writing of three-fourths of the total member jurisdictions, 32 
excluding the jurisdiction which is the subject of the resolution. 33 

 34 
.0230  Member jurisdictions will have sixty (60) days from the date of issuance of the 35 

resolution to vote on the resolution of expulsion. Failure of a member jurisdiction 36 
to submit its vote shall be deemed a vote against the resolution of expulsion. 37 

 38 
.0235  If the member jurisdictions approve the resolution for expulsion, the Board of 39 

Trustees will notify the subject jurisdiction of its expulsion from the Agreement. A 40 
copy of the resolution will be forwarded to the Governor of the subject United 41 
States jurisdiction or the Premier of the subject Canadian Province and to the 42 
Secretary of Transportation of the United States. 43 

 44 

NO REVISIONS FOLLOWING THE SECOND COMMENT PERIOD 
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IFTA SHORT TRACK FINAL BALLOT PROPOSAL 7-2012

VOTING RESULTS

JURISDICTION

YES NO YES NO

ALABAMA 1 1
ALBERTA 1 1
ARIZONA 1 1
ARKANSAS 1 1
BRITISH COLUMBIA 1 1
CALIFORNIA 1 1
COLORADO 1 1
CONNECTICUT 1 1
DELAWARE 1 1
FLORIDA 1 1
GEORGIA 1 1
IDAHO 1 1
ILLINOIS 1 1
INDIANA 1 1
IOWA 1 1
KANSAS 1 1
KENTUCKY 1 1
LOUISIANA
MAINE 1 1
MANITOBA 1 1
MARYLAND 1 1
MASSACHUSETTS 1 1
MICHIGAN 1 1
MINNESOTA 1 1
MISSISSIPPI 1 1
MISSOURI 1 1
MONTANA 1 1
NEBRASKA 1 1
NEVADA 1 1
NEW BRUNSWICK 1 1
NEW HAMPSHIRE 1 1
NEW JERSEY 1 1
NEW MEXICO 1 1
NEW YORK 1 1
NEWFOUNDLAND 1 1
NORTH CAROLINA
NORTH DAKOTA 1 1
NOVA SCOTIA 1 1
OHIO
OKLAHOMA 1 1
ONTARIO 1 1
OREGON 1 1
PENNSYLVANIA 1 1
PRINCE EDWARD ISLAND 1 1
QUEBEC 1 1
RHODE ISLAND 1 1
SASKATCHEWAN 1 1

LANGUAGE EFFECTIVE DATE

STFBP #7-2012
Voting Results
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ORDER OF THE DISPUTE RESOLUTION COMMITTEE 

 

The Dispute Resolution Committee Finds and Concludes: 

1. Respondent failed to meet the required number of audits for the 2014-2018 and 2019-2023 audit 
cycles and finds Respondent out of compliance with Section A250 of the IFTA Audit Manual. 
2. Respondent failed to meet the high/low distance audit requirement for the 2014-2018 and 2019-
2023 audit cycles and finds the Respondent out of compliance with Section A260 of the IFTA 
Audit Manual. 
3. Respondent unjustly benefited from non-compliance and caused damages to fellow jurisdictions 
and IFTA Inc. 
4. Respondent’s repeated and prolonged non-compliance warrants punitive actions. 
 

The Dispute Resolution Committee Hereby Orders: 

1. Respondent is ordered to disgorge $1,044,031.77  in unjust benefits received by virtue of not 
conducting the required number of audits. 

2. Respondent is ordered to complete its “deficit” audits (detailed in the FDFNC) by 12/31/25 in 
addition to the 3% requirement contained in the Agreement. 
3. Respondent is ordered to pay a punitive fine in the amount of $159,000. For every audit not 
completed by the 12/31/25 deadline, the jurisdiction shall pay an additional fine of $1,000 for each 
“make-up” audit not completed. Additional sanctions, including but not limited to, those specified 
in Section V of the DRP will be considered by the DRC for continued noncompliance. 
4. Respondent is ordered to follow an enhanced compliance plan and provide quarterly audit 
production reports to the PCRC on a quarterly basis.  The respondent will, in each quarter, 
complete a proportionate share of their required audits plus ¼ of the audit deficit and report their 
production statistics to the PCRC. 
5. The PCRC is ordered to monitor Respondent’s compliance until the DRC deems the jurisdiction 
to be back in compliance with both A250 and A260 of the Audit Manual. 
6. IFTA Inc. is ordered to withhold clearinghouse payments to Respondent until the disgorgement 
and penalty amounts are collected and distributed to the jurisdictions. 
7. The Parliamentarian is directed to submit a draft an order which will include a more detailed 
findings of fact, conclusions of law, and orders of the Committee to the DRC within 15 days of 
this order passing. This order will become effective when that draft is adopted as the complete 
order of the DRC. 
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Attachment 2 

 

PROGRAM COMPLIANCE       
REVIEW COMMITTEE       DRC2024-001 
 
VS.         
 
THE STATE OF MASSACHUSETTS 
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ORDER OF THE DISPUTE RESOLUTION COMMITTEE 

 

The Dispute Resolution Committee Finds and Concludes: 

1. Respondent failed to meet the required number of audits for the 2014-2018 and 2019-2023 audit 
cycles and finds Respondent out of compliance with Section A250 of the IFTA Audit Manual. 
2. Respondent failed to meet the high/low distance audit requirement for the 2014-2018 and 2019-
2023 audit cycles and finds the Respondent out of compliance with Section A260 of the IFTA 
Audit Manual. 
3. Respondent unjustly benefited from non-compliance and caused damages to fellow jurisdictions 
and IFTA Inc. 
4. Respondent’s repeated and prolonged non-compliance warrants punitive actions. 
 

The Dispute Resolution Committee Hereby Orders: 

1. Respondent is ordered to disgorge $3,896,281.31 in unjust benefits received by virtue of not 
conducting the required number of audits. 

2. Respondent is ordered to complete its “deficit” audits (detailed in the FDFNC) by 12/31/25 in 
addition to the 3% requirement contained in the Agreement. 
3. Respondent is ordered to pay a punitive fine in the amount of $328,000. For every audit not 
completed by the 12/31/25 deadline, the jurisdiction shall pay an additional fine of $1,000 for each 
“make-up” audit not completed. Additional sanctions, including but not limited to, those specified 
in Section V of the DRP will be considered by the DRC for continued noncompliance. 
4. Respondent is ordered to follow an enhanced compliance plan and provide quarterly audit 
production reports to the PCRC on a quarterly basis.  The respondent will, in each quarter, 
complete a proportionate share of their required audits plus ¼ of the audit deficit and report their 
production statistics to the PCRC. 
5. The PCRC is ordered to monitor Respondent’s compliance until the DRC deems the jurisdiction 
to be back in compliance with both A250 and A260 of the Audit Manual. 
6. IFTA Inc. is ordered to withhold clearinghouse payments to Respondent until the disgorgement 
and penalty amounts are collected and distributed to the jurisdictions. 
7. The Parliamentarian is directed to submit a draft of an order which will include a more detailed 
findings of fact, conclusions of law, and orders of the Committee to the DRC within 15 days of 
this order passing. This order will become effective when that draft is adopted as the complete 
order of the DRC. 
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Attachment 3 
PROGRAM COMPLIANCE       
REVIEW COMMITTEE       DRC2024-003 
 
VS.         
 
THE STATE OF MARYLAND 

 

ORDER OF THE DISPUTE RESOLUTION COMMITTEE 

12 Exhibit 14



 

The Dispute Resolution Committee Finds and Concludes: 

1. Respondent failed to meet the required number of audits for the 2014-2018 and 2019-2023 audit 
cycles and finds Respondent out of compliance with Section A250 of the IFTA Audit Manual. 
2. Respondent failed to meet the high/low distance audit requirement for the 2014-2018 and 2019-
2023 audit cycles and finds the Respondent out of compliance with Section A260 of the IFTA 
Audit Manual. 
3. Respondent unjustly benefited from non-compliance and caused damages to fellow jurisdictions 
and IFTA Inc. 
4. Respondent’s repeated and prolonged non-compliance warrants punitive actions. 
 

The Dispute Resolution Committee Hereby Orders: 

1. Respondent is ordered to disgorge $1,269,600 to the Jurisdictions in unjust benefits received by 
virtue of not conducting the required number of audits. 
2. Respondent is ordered to complete its “deficit” audits (detailed in the FDFNC) by 12/31/25 
based on its representations to the Committee during the hearing. 
3. Respondent is ordered to pay a punitive fine in the amount of $201,000.00. 
 
4. Respondent is ordered to follow an enhanced compliance plan and provide quarterly audit 
production reports to the PCRC on a quarterly basis.  The respondent will, in each quarter, 
complete a proportionate share of their required audits plus ¼ of the audit deficit and report their 
production statistics to the PCRC. For every audit not completed by the 12/31/25 deadline, the 
jurisdiction shall pay an additional fine of $1,000 for each “make-up” audit not completed. 
Additional sanctions, including but not limited to, those specified in Section V of the DRP will be 
considered by the DRC for continued noncompliance. 
 
5. The PCRC is ordered to monitor Respondent’s compliance until the DRC deems the jurisdiction 
to be back in compliance with both A250 and A260 of the Audit Manual. 
6. IFTA Inc. is ordered to withhold clearinghouse payments to Respondent until the disgorgement 
and penalty amounts are collected and distributed to the jurisdictions. 
7. The Parliamentarian is directed to submit a draft an order which will include a more detailed 
findings of fact, conclusions of law, and orders of the Committee to the DRC within 15 days of 
this order passing. This order will become effective when that draft is adopted as the complete 
order of the DRC. 
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IN THE MATTER OF THE IFTA PROGRAM COMPLIANCE REVIEW 
COMMITTEE AND THE JURISDICTION OF NEW JERSEY 
BEFORE THE IFTA DISPUTE RESOLUTION COMMITTEE 

AMENDED ORDER 

BY A MAJORITY OF THE DISPUTE RESOLUTION COMMITTEE: 

The IFTA Articles of Agreement provides that the IFTA Dispute Resolution Process may 
be used to resolve a compliance matter where the Program Compliance Review Process 
has been completed, and, a Final Determination Finding of Non-Compliance has been 
issued by the Program Compliance Review Committee for certain articles of the 
governing documents, and, the recommendation for an initiation of a dispute has been 
approved by the member jurisdictions (IFTA Articles of Agreement R1555.100.015).  Per 
the IFTA Dispute Resolution Process, the IFTA Dispute Resolution Committee (DRC) 
has the authority to hear and issue a Finding and Order on a Referral for Enforcement of 
a Final Determination Finding of Non-Compliance (IFTA Dispute Resolution Process 
Section III).  The Dispute Resolution Process further authorizes the DRC to amend its 
order if so warranted.  

All references to the IFTA Articles of Agreement, the IFTA Procedures Manual, and the 
IFTA Audit Manual are references to said documents in effect at the time of the subject 
Referral and of this Amended Order. 

Statement of the Case and Finding 

The Jurisdiction of New Jersey (Respondent) was the subject of a Referral for 
Enforcement pursuant to Section III of the IFTA Dispute Resolution Process (DRP).  The 
DRC issued its Findings on Referral and Order on October 22, 2012.  Among the orders 
issued by the DRC was a mandate to issue a Resolution for Expulsion for failure to be in 
compliance with Sections A310 and A320 of the IFTA Audit Manual for the program 
compliance review period of 2009-2013.  The DRP permits a jurisdiction held in 
continued non-compliance to petition the DRC for Relief from the Penalty (DRP Section 
III.B.24).  New Jersey is not in compliance with Sections A310 and A320 for the
program compliance review period of 2009-2013; therefore, the ordered penalty of the
issuance of a resolution for expulsion would be implemented on March 10, 2014.  New
Jersey issued a Request for Relief (dated December 9, 2013) from the imposition of the
issuance of an expulsion resolution.  Said Request for Relief asks the DRC to stay the
ordered penalty in favor of a defined compliance plan to bring New Jersey into
compliance with Sections A310 and A320 by December 31, 2018.  The DRC finds that
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the Request for Relief has merit and accordingly the Findings on Referral and Order 
issued on October 22, 2012 are hereby amended and superseded by the orders issued 
herein.       
 
General Comments 
 
The penalty of the issuance of an expulsion resolution would take effect on March 10, 
2014.  The issuance of this penalty, while authorized by Article R1555.400 of the 
International Fuel Tax Agreement, would no doubt prove divisive to the IFTA 
membership, affect multiple stakeholders including the motor carrier industry, and run 
the risk of damaging the overall mission of the Agreement and perhaps the continued 
compliant administration of its articles and governing documents. 
 
Examination of this case required a thorough analysis of a very complex issue.  The DRC 
views this matter as containing two separate yet undeniably linked components.  The first 
is the direct issue of non-compliance with the governing documents.  There is no question 
that New Jersey is in non-compliance with both Section A310 and Section A320 for the 
review period of 2009 through 2013.  This non-compliance bears consequences in the 
form of penalties imposed per Section IV of the Dispute Resolution Process.  For 
example, those penalties might include the loss of voting rights, committee seats, the 
doubling or tripling of membership dues, and/or the prospect of an expulsion resolution.  
The second issue requires deeper examination.  This issue, at its core, is to determine 
what New Jersey must do to become compliant with the governing documents.  Member 
jurisdictions rely on base jurisdictions to verify that the correct and timely payment of 
fuel use tax by licensees has occurred.  The provisions of Sections A310 and A320 ensure 
that taxing jurisdictions are protected from financial harm and that licensees receive fair 
treatment through audit stratification requirements.  When a base jurisdiction does not 
comply with A310 and A320 her fellow members have been aggrieved by that non-
performance and there develops a deterioration of IFTA’s overall mission to “act 
cooperatively and provide mutual assistance in the administration and collection of 
motor fuel use taxes.”  There is also a direct correlation between the conducting of audits 
and a financial result from those examinations (e.g. full compliance, additionally owed 
tax, or a discovery of the overpayment of tax).  This cannot be overlooked.  In addition to 
compliance with the governing documents there is an expectation that taxing 
jurisdictions’ revenues will be protected.  It is completely reasonable for member 
jurisdictions to expect that audits will be conducted compliantly in their behalf and that 
their revenue stream is not only correct, but remains uninterrupted by the non-compliant 
acts of a base jurisdiction.    
 
New Jersey has offered a compliance plan in its Request for Relief which would, if 
followed, bring New Jersey into full compliance by the end of calendar year 2018.  In the 
years subsequent to the DRC’s  original Order, New Jersey vastly improved its level of 
compliance; in 2012 they completed audits at a rate of 2.32% and in 2013 they exceeded 
the 3% threshold (3.71%) and stratification requirements.  Clearly, New Jersey has taken 
the steps necessary to permit future compliance with Sections A310 and A320.  What 
remains is how to address the issue of non-compliance for the review period of 2009-
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2013 and how the backlog of audits not conducted in that period should be made up to 
result in a return to full compliance by the jurisdiction. 
 
In considering the relief request and in issuing an amended order, there are three unique 
yet related questions the DRC must address.  The first is whether or not New Jersey is in 
compliance with Sections A310 and A320 for the review period of 2009-2013.  By their 
own admission, verified by the PCRC and concurred with by the DRC, New Jersey is 
non-compliant with Sections A310 and A320 of the Agreement.  The second question 
asks what consequence is borne upon New Jersey for their continued non-compliance.  
This Amended Order addresses that.  The third, and perhaps most important question is to 
address what New Jersey must do to become compliant with IFTA and return to being a 
member in good standing.  The Compliance Plan attached addresses what New Jersey 
must do to bring herself into compliance.  The DRC has already imposed penalties under 
Section IV of the DRP.  These penalties were and are imposed because New Jersey was 
and is non-compliant with Sections A310 and A320.  These penalties address the issue of 
non-compliance but do not establish what New Jersey must do to become compliant 
again.  The DRC opines that compliance by New Jersey may be reached in two separate 
yet related fashions.  First, by making up the backlog of audits and remaining currently 
compliant in accordance with the Compliance Plan attached, a return to full compliance 
will be achieved.  Second, in the event New Jersey is still out of compliance at the end of 
the Compliance Plan’s term, the payment of relief defined in section eight of the 
Compliance Plan shall constitute a return to full compliance and provide relief to the 
affected jurisdictions who have been aggrieved by the non-compliance. 
     
After careful consideration of the evidence presented by the Jurisdiction of New Jersey in 
its Request for Relief, the IFTA Dispute Resolution Committee presents its Amended 
Order as follows: 
 

1. The penalty of the issuance of a Resolution for Expulsion which would be 
imposed on March 10, 2014 pursuant to the IFTA Dispute Resolution 
Committee’s Order dated October 22, 2012 and in accordance with Article 
R1555.400 of the International Fuel Tax Agreement is hereby abated and 
removed from the Order. 

 
2. The Respondent (New Jersey) is ordered to participate in and comply with a 

defined compliance plan as enumerated in Attachment A herein.  Successful 
completion of the compliance plan shall return New Jersey to a membership status 
in good standing and will result in its membership dues being returned to the level 
assessed all member jurisdictions in good standing and shall result in the 
restoration of New Jersey’s voting power and all committee and Board seats held 
(if applicable). 

 
3. Annual membership dues assessed New Jersey shall remain at triple the amount 

assessed jurisdictions in good standing until New Jersey has successfully met the 
requirements of the compliance plan herein. 
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4. The Jurisdiction of New Jersey shall be subject to a Program Compliance Review 
for the period of January 1, 2009 through December 31, 2013 in accordance with 
Article R1510.200 and Section P1210 of the Agreement.  Said review shall take 
place on site in Trenton, New Jersey not later than February 28, 2014.  Said 
review shall include, as observers, the Chairs of the IFTA Program Compliance 
Review Committee and the IFTA Dispute Resolution Committee. 

 
5. The Findings, Order, and Compliance Plan herein may be appealed by New 

Jersey in accordance with Section V of the IFTA Dispute Resolution Process. 
 
 
 
ISSUED THIS 14th DAY OF January, 2014   
 
FOR THE MAJORITY: 
 
 
 

 
_____________________ _____________________ ____________________ 
Mark Byrne   Gary Frohlick   Rodney Richard 
Chair    Vice-Chair 
 
 
_____________________ ____________________ 
Marc Levasseur  Bernie Meagher 
 
 
 
_____________________ _____________________ ____________________ 
Gregg DalPonte  Rick Taylor   Scott Bryer 
 
 
 
_____________________ _____________________  
Doug Miller   Dawn Lietz 
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ATTACHMENT A 
DEFINED COMPLIANCE PLAN 

 
As part of the IFTA Dispute Resolution Committee’s Amended Order, the Jurisdiction of 
New Jersey shall participate in and complete the terms of the compliance plan as defined 
below. 
 

1. The compliance plan shall commence on January 1, 2014 and shall be completed 
not later than December 31, 2018. 

 
2. The terms defined in this compliance plan shall include compliance with the 

provisions of both Section A310 and Section A320 of the IFTA Audit Manual. 
 

3. For the calendar year 2014, New Jersey is ordered to complete audits at a rate of 
3% of its base accounts plus 20% of the backlog of audits (not conducted) from 
the 2009-2013 program compliance review period.  Failure to meet the stated goal 
in 2014 shall result in any shortfall of the goal being rolled over into 2015 thereby 
increasing the goal for 2015.  If New Jersey exceeds the 2014 stated goal for audit 
count, strata, or both, such excess shall be rolled over into 2015 thereby reducing 
the goal for 2015. 

 
4. For the calendar year 2015, New Jersey is ordered to complete audits at a rate of 

3% of its base accounts plus 20% of the backlog of audits (not conducted) from 
the 2009-2013 program compliance review period plus any shortfall from 2014.  
Failure to meet the stated goal in 2015 shall result in any shortfall of the goal 
being rolled over into 2016 thereby increasing the goal for 2016.  If New Jersey 
exceeds the 2015 stated goal for audit count, strata, or both, such excess shall be 
rolled over into 2016 thereby reducing the goal for 2016. 

 
5. For the calendar year 2016, New Jersey is ordered to complete audits at a rate of 

3% of its base accounts plus 20% of the backlog of audits (not conducted) from 
the 2009-2013 program compliance review period plus any shortfall from 2014 
and/or 2015.  Failure to meet the stated goal in 2016 shall result in any shortfall of 
the goal being rolled over into 2017 thereby increasing the goal for 2017.  If New 
Jersey exceeds the 2016 stated goal for audit count, strata, or both, such excess 
shall be rolled over into 2017 thereby reducing the goal for 2017. 

 
6. For the calendar year 2017, New Jersey is ordered to complete audits at a rate of 

3% of its base accounts plus 20% of the backlog of audits (not conducted) from 
the 2009-2013 program compliance review period plus any shortfall from 2014, 
2015, and/or 2016.  Failure to meet the stated goal in 2017 shall result in any 
shortfall of the goal being rolled over into 2018 thereby increasing the goal for 
2018.  If New Jersey exceeds the 2017 stated goal for audit count, strata, or both, 
such excess shall be rolled over into 2018 thereby reducing the goal for 2018. 
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7. For the calendar year 2018, New Jersey is ordered to complete audits at a rate of 
3% of its base accounts plus 20% of the backlog of audits (not conducted) from 
the 2009-2013 program compliance review period plus any shortfall from 2014, 
2015, 2016 and/or 2017. 

 
8. If the Jurisdiction of New Jersey remains in non-compliance with this plan after 

December 31, 2018, New Jersey shall pay an amount (relief) due and payable to 
IFTA, Inc. to be distributed to the member jurisdictions based on the average 
amount per audit collected by all IFTA member jurisdictions and transmitted 
through the IFTA Clearinghouse multiplied by the number of audits New Jersey is 
still in arrears for the period of 2009 through 2018.  The average amount per audit 
and the number of audits New Jersey is still in arrears shall be based on the period 
of 2009 through 2018 and shall be calculated by the Program Compliance Review 
Committee and reported to IFTA, Inc. not later than February 15, 2019.  Payment 
of this relief (per subsection thirteen below, if applicable) returns New Jersey to 
full compliance with Sections A310 and A320. 

 
9. The IFTA Program Compliance Review Committee (PCRC) shall determine the 

compliance goals for each year of this compliance plan.  The stated goal or 
amended goal shall include statistics to result in compliance with Sections A310 
and A320 of the IFTA Audit Manual.  The goals shall be based on the information 
for the account base reported in the IFTA Annual Report which is due on March 1 
of a given year plus any shortfall resulting from non-compliance in any given 
year(s) of this plan or less any overage from exceeding compliance in any given 
year(s) of this plan.  The PCRC shall calculate the annual goals (stated or 
amended) and shall report the goal to the Jurisdiction of New Jersey, the IFTA 
Dispute Resolution Committee, and IFTA, Inc. on or before March 15 of each 
year of this compliance plan. 

 
10. The Jurisdiction of New Jersey shall submit a report of its audits completed for 

each calendar quarter of this compliance plan.  Such report shall include the 
number of audits completed and the strata classification (e.g. high distance, low 
distance) for such audits.  The report shall be submitted to the Executive Director 
of IFTA, Inc. on or before the fifteenth (15th) day of the month following the close 
of the quarter for which the report is due.  The Executive Director of IFTA, Inc. 
shall submit such report to the IFTA Program Compliance Review Committee. 

 
11. The IFTA Program Compliance Review Committee shall examine the four 

quarterly reports submitted in each year of this compliance plan to determine 
whether the terms of the plan have been met.  The PCRC shall report the results 
of their review to the Jurisdiction of New Jersey and the Executive Director of 
IFTA, Inc. not later than the 25th of January of each year of this plan (including 
2019 for the results of 2018). 

 
12. The IFTA Program Compliance Review Committee (PCRC) shall perform a 

review of the audits completed during the preceding calendar year for the purpose 
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of determining compliance with Article R209 (Definitions; Audit means).  Failure 
to meet the definition under Article R209 results in a deduction to the statistics 
presented to measure compliance with Section A310, Section A320, or both.  The 
scope of said review shall be within the purview of the PCRC and the review shall 
take place at a time and by any means convenient to the PCRC.  

 
13. In the event this compliance plan is not met resulting in relief being assessed in 

favor of the aggrieved jurisdictions per subsection eight above, IFTA, Inc. shall 
bill New Jersey for such relief on or before February 25, 2019.  New Jersey shall 
pay such relief within thirty (30) days of being billed by IFTA, Inc.  Relief 
collected by IFTA, Inc. on behalf of the aggrieved jurisdictions per subsection 
eight above.  Distribution of such relief shall be based on the proportion of taxes 
collected by New Jersey on behalf of each jurisdiction compared with all taxes 
collected by New Jersey and distributed through the Clearinghouse for the period 
of 2009 through 2018.  The determination of the apportionment due each member 
jurisdiction shall be made by the IFTA Program Compliance Review Committee 
and submitted to IFTA, Inc. not later than February 15, 2019.  The relief collected 
from New Jersey shall be distributed to the member jurisdictions by any means 
convenient to IFTA, Inc. within thirty (30) days of the receipt of such relief from 
New Jersey. 

 
14. Failure to meet the stated goal or amended goal in any year of this Compliance 

Plan may result in the issuance of a Resolution for Expulsion by the IFTA, Inc. 
Board of Trustees in accordance with Article R1555.400 of the International Fuel 
Tax Agreement. 

 
15. In the event New Jersey fails to meet the terms of this compliance plan and also 

fails to pay the relief defined in sections eight and thirteen above, the IFTA, Inc. 
Board of Trustees shall issue a resolution for expulsion in accordance with Article 
R1555.400 of the Agreement on the tenth day (10) after the due date of the 
payment required by sections eight and thirteen of this plan.  
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1. The Jurisdiction of New Jersey shall be subject to a Program Compliance Review for the 

period of January 1, 2009 through December 31, 2013 in accordance with Article 

R1510.200 and Section P1210 of the Agreement.  Said review shall take place on site in 

Trenton, New Jersey not later than February 28, 2014.  Said review shall include, as 

observers, the Chairs of the IFTA Program Compliance Review Committee and the IFTA 

Dispute Resolution Committee. 

 

2. The Findings, Order, and Compliance Plan herein may be appealed by New Jersey in 

accordance with Section V of the IFTA Dispute Resolution Process. 

 

 

 

ISSUED THIS 14th DAY OF January, 2014   
 

FOR THE MAJORITY: 
 

 

 

 
_____________________ _____________________ ____________________ 

Mark Byrne   Gary Frohlick   Rodney Richard 

Chair    Vice-Chair 

 

 

_____________________ ____________________ 

Marc Levasseur  Bernie Meagher 

 

 

 

_____________________ _____________________ ____________________ 

Gregg DalPonte  Rick Taylor   Scott Bryer 

 

 

 

_____________________ _____________________  

Doug Miller   Dawn Lietz 
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4. The Jurisdiction of New Jersey shall be subject to a Program Compliance Review 

for the period of January 1, 2009 through December 31, 2013 in accordance with 

Article R1510.200 and Section P1210 of the Agreement.  Said review shall take 

place on site in Trenton, New Jersey not later than February 28, 2014.  Said 

review shall include, as observers, the Chairs of the IFTA Program Compliance 

Review Committee and the IFTA Dispute Resolution Committee. 

 

5. The Findings, Order, and Compliance Plan herein may be appealed by New 

Jersey in accordance with Section V of the IFTA Dispute Resolution Process. 

 

 

 

ISSUED THIS 14th DAY OF January, 2014   
 

FOR THE MAJORITY: 
 

 

 

 
_____________________ _____________________ ____________________ 

Mark Byrne   Gary Frohlick   Rodney Richard 

Chair    Vice-Chair 

 

 

_____________________ ____________________ 

Marc Levasseur  Bernie Meagher 

 

 

 
_____________________ _____________________ ____________________ 

Gregg DalPonte  Rick Taylor   Scott Bryer 

 

 

 

_____________________ _____________________  

Doug Miller   Dawn Lietz 
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Maryland Five (5) Year IFTA Program Compliance Review 
June 3, 2019 – July 31, 2019 

Final Report 
Page 1 of 14 

SUMMARY 

The five year program compliance review of the jurisdiction of Maryland indicates that Maryland is in 
compliance with all matters contained in the governing documents of the International Fuel Tax 
Agreement except those areas specified on pages 8 through 14 of this final report.  

PREFACE 

This IFTA Program Compliance Review Report (Report) presents the results of the Comptroller of 
Maryland’s program compliance review (Review).  The Review covers the period January 1, 2014 through 
December 31, 2018.  The purpose of the Review was to determine Maryland’s level of compliance with 
the governing documents of the International Fuel Tax Agreement (IFTA), including the IFTA Articles of 
Agreement, the IFTA Procedures Manual, and the IFTA Audit Manual.  Maryland has participated in the 
IFTA since 1996. 

The members of the Review team were Maria Coronado, Membership Services Officer, IFTA, Inc., 
Richard Wagner, Auditor 3, Nevada Department of Motor Vehicles, John Szilagyi, Supervising 
Accountant, Connecticut Department of Revenue Services, Anthony Muller, Excise Section Manager, 
Colorado Department of Revenue, Dennis Mulholland, Fuel Tax and Registration Auditor, Wisconsin 
Department of Transportation, Diane Perea, Tax Compliance Supervisor, New Mexico Commercial 
Vehicle Bureau, Windy Anderson, Tax Auditor II, Florida Commercial Vehicle and Driver Services. 

The Review of Maryland was an Electronic Review.  All information pertaining to the Review was 
obtained from data uploaded into the IFTA, Inc. Clearinghouse.  All communication with Maryland and the 
Review team were via email and teleconference. 

In order to conduct the Review, licensee records were selected at random.  The Review team examined 
licensee files, which were deemed representative and included quarterly tax returns filed during the 
Review period.  The Review Team also selected audit files completed during the Review period and 
examined the files for compliance. 

Pre-review and Findings teleconferences with the jurisdiction representatives and PCR team were held.  
An explanation of the E-Review process was given.  An overview of the Program Compliance Review 
Program was explained.  A copy of the Program Compliance Review Activity Report and the Draft Final 
Report was provided.  An explanation of all non-compliance findings were discussed with the jurisdiction 
representatives. 

The Review team found Maryland in compliance in all areas with the exceptions presented in this Report. 

The members of the Review team wish to extend their thanks and appreciation to the Comptroller of 
Maryland’s staff for their courteous cooperation and assistance. 

MARYLAND PROGRAM COMPLIANCE REVIEW 

The Final Reports of all prior Maryland Program Compliance Reviews are incorporated herein. 

General Information 

The Revenue Administration Division of the Comptroller of Maryland administers IFTA, the Field 
Enforcement Division licenses taxpayers, and the Compliance Division performs audits.  Currently, ten 
auditors are involved at least part time in conducting IFTA audits.  Two audit supervisors and an audit 
manager oversee the IFTA audit program. 

The Maryland IFTA program administers approximately 4,495 IFTA accounts.  Maryland uses the IFTA 
Processing Consortium (IPC) for IFTA processing.  Throughout this report, this system will be referred to 
as the “IPC.”  
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Maryland Five (5) Year IFTA Program Compliance Review 
June 3, 2019 – July 31, 2019 

Final Report 
Page 2 of 14 

Maryland maintains its IFTA records for longer than the period required by the IFTA governing 
documents.  Maryland is compliant with the Procedures Manual Section P910.  Maryland maintains its 
IFTA tax returns in batches, until error resolution is completed.  The returns are then imaged and are 
retrievable by FEIN where all forms for a taxpayer are stored in chronological order.  Audit files are 
maintained separately.  Maryland uses the IPC audit module wherein all return detail is downloaded for 
use on portable PCs during the field audit.  For purposes of the Review, all licensee information, including 
the imaged IFTA tax returns, were provided in the licensee files.  Maryland instructs its IFTA licensees to 
maintain the required IFTA records for a period of four (4) years. 
 
During the review period, Maryland did not have any taxpayers on annual filing status.  Maryland has 
licensed carriers based outside of Maryland.  Maryland has responded to requests for carriers based in 
other jurisdictions concerning the consolidation of fleets elsewhere.  Maryland retains copies of these 
letters.  Maryland has bonds from IFTA licensees and may require bonds for the causes allowed by the 
IFTA governing documents. 
 
Licensing 

 
When IFTA license applications are received in the mail, the staff of the Maryland IFTA program reviews 
each application to determine whether it is complete.  The Maryland IFTA license application contains 
asterisks in the fields that Maryland considers mandatory to process the application.  Such information 
includes applicant’s name and location address, Federal Employer Identification Number (FEIN) and/or 
Social Security Number (SSN), whether all miles operated are Maryland miles, whether the applicant has 
qualified motor vehicles registered in Maryland, a contact person, type of ownership, decal quantity 
request, partners or corporate officers, location of records for audit purposes, type of carrier, lessor and 
lessee information, fuel types, whether the applicant has been licensed in another IFTA jurisdiction and 
whether that license is under revocation, and bulk fuel storage information.  All new license applications 
are checked against the IFTA Clearinghouse and Cview to see if the applicant was ever licensed in 
another jurisdiction. 
 
Maryland is a member of the IFTA Processing Consortium (IPC) which utilizes the Explore system to 
assign the licensee’s IFTA license number.  Applicants are encouraged to apply online at 
www.Marylandtaxes.gov, but they may also submit a paper application or apply at any of the twelve 
Taxpayer Service Branch Offices located through the state. 
 
If the license application is complete, the staff enters the information from the application into the 
Maryland system.  The application forms are scanned into the (Cabinet NG) imaging system. 
 
Following data entry, the license cards are printed and usually come back the next day.  The Maryland 
IFTA decals are numbered for inventory control purposes and the decals are assigned by the system to 
the licensee.  The appropriate decal numbers are printed on the license card.  The staff then pulls the 
decals and mails the decals and the license card to the licensee.  Maryland issues two decals for each 
qualified motor vehicle operated by the licensee and one license card to the licensee.  Maryland did not 
charge a fee for IFTA decals during the review period.  The content of the IFTA license card and the 
decals meet the requirements of the IFTA governing documents. 
 
Maryland does a file transfer to the Explore system on a nightly basis.  This file transfer sets up the 
Maryland licensee profiles on the IPC database. 
 
Maryland has an IFTA Compliance Manual for its licensees.  This information is updated annually or on 
an as-needed basis.  Due to budget constraints, applicants are encouraged to download the IFTA 
Compliance Manual from the Comptroller’s website. 
 
If a license application is received from a “walk-in” in any branch field office, the staff reviews the 
application for the mandatory data.  They do a limited data entry to establish the account.  They will enter 
the name, address, and FEIN, collect any assessment balances due, and manually type a license and 
issue the decals.  These applications are later reviewed in detail by licensing and registration staff for 
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completeness and data entry is performed on the remaining information on the application.  Maryland 
also has available an electronic credentialing system accessed through the Internet. 
 
Maryland automatically renews IFTA licenses for accounts in good standing.  This is defined as any 
account that had an active status, had no delinquent returns, and had no outstanding liabilities on their 
IFTA account in Maryland.  Based on information from the accounts in good standing for the current 
registration year, Maryland automatically prints a new license and issues the same number of sets of 
decals that the account had on file when the report was run in late November.  In 2003, legislation was 
passed which said that licenses in the state could not be renewed if the applicant had outstanding 
assessments with some state agencies.  This meant that even if the carrier had filed all IFTA returns and 
had no liability on their Maryland IFTA account, they would not be automatically renewed if non-IFTA 
funds were owed to the Comptroller.  Carriers are notified in early November of this process and are 
encouraged to settle all outstanding issues before the automatic renewal date. 
 
Licenses are cancelled on December 31 of each year for failure to renew.  Licensee listings of license 
status changes are distributed through the IFTA Clearinghouse. 
 
Maryland has a reinstatement procedure in place.  The licensee is informed of the need to file the IFTA 
tax returns, pay the tax, penalty and interest, and make a request for license reinstatement.  If the 
licensee files the tax returns and pays the monies due, the license can be reinstated if there are no other 
outstanding liabilities in the state system.  The staff will work with the licensee until the returns are correct 
and all taxes, penalties and interest have been paid.  Normally the license is reinstated because failure to 
file the tax return was the licensee’s only problem.  If problems are more serious, licensees are required 
to come in for a formal hearing. 
 
Maryland can revoke licenses for failing to file returns and for failing to pay the tax due. 
 
Tax Return Processing 
 
The IPC mails the blank IFTA tax returns to the Maryland licensees.  The tax returns are mailed by the 
last day of the quarter and are due as required by the IFTA governing documents.  The IPC prints the 
address of Comptroller State of Maryland; UNCOTT as the address to which the IFTA licensees should 
send the tax return and payment.   
 
Certain information is printed on the tax returns by the IPC.  Printed information includes the return 
quarter, the due date of the tax return, the IFTA license number, the licensee’s name and address, the 
jurisdictions in which the IPC taxpayer profile or the previous quarterly return indicates the licensee 
travels, the tax rate codes, the tax rates, any outstanding credit balance.   In addition, a current quarter 
tax rate table is imbedded in each paper or electronic return to allow the licensees to report accurately 
any additional jurisdictions not travelled in prior quarters.  
 
The IFTA paper tax returns are processed by Comptroller of Maryland Revenue Administration staff and 
UNCOTT.  The tax returns are sorted into groups of returns with checks and returns without checks.  The 
returns are then forwarded to the Revenue Administration Division (RAD) UNCOTT (Unconverted Tax 
Types) department for further processing. 
 
The UNCOTT department stamps each paper return with the following: 
 

 Postmark Date (from the envelope) 
 Check Amount 
 Check Number 

 
Once the returns stamped and batched the money is deposited in an account for Maryland.  An 
appropriate endorsement is stamped by machine on each of the Maryland checks.  A deposit slip is 
prepared and validated. 
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The paper tax returns data entry section of UNCOTT keys each of the returns to include the Postmark 
Date into the Explore IPC database.   Many returns will be without error and be filed upon keying.   Others 
will have errors and they will designate as “shelved” in the Explore system for further processing.   
 
The error types that warrant further processing are: 
 

1. MPG (miles per gallon) outside range. 
2. Taxable gallons equal tax paid gallons in more than one jurisdiction. 
3. State(s) outside Jurisdiction. 
4. Dollar amount reported by taxpayer differs with Explore.             
5. Taxpayer requesting refund. 
6. Fuel reported on K & D lines differs from each other. 
7. No fuel reported on return. 

 
The shelved returns will be worked by analysis and contacting of the taxpayer for resolution.  When the 
error is resolved, the return will be filed as completed in the Explore / IPC system.   
 
For determining the timeliness of tax returns and whether penalty and interest should be assessed, 
Maryland uses the postmark date. 
 
Transmittals  
 
Maryland participates in the IFTA Clearinghouse. Transmittals for non-Clearinghouse member 
jurisdictions (two) are distributed by Maryland.  Maryland also makes payments to these non-member 
jurisdictions.  
 
Non-Clearinghouse member jurisdictions forward their transmittals to Maryland and payment data is 
entered into the IPC database.  
 
The transmittals are consecutively numbered as required by the IFTA governing documents. Maryland 
notifies non-clearinghouse member jurisdictions of the number of transmittals sent to each jurisdiction.  
The notification is included on the last page of the December transmittal sent to each jurisdiction. 
 
Maryland uses Option 2 to transmit all funds including billings and audits. 
 
Monthly Statements 
 
The Maryland IPC does not send Invoices.  Instead, the IPC sends a monthly Statement to all Carriers 
with a balance due of $5.00 or more.  It lists total Tax, Interest, Penalty and Credits to reflect total due at 
that point in time.  The statement reflects information for each quarterly tax return where monies are still 
due.     It also depicts payment instructions and options for the convenience of the taxpayer. 
 
Penalty and Interest 
 
Interest will be assessed for the following circumstances: 
 

1. For Late Quarterly Payments at the Maryland Statutory Rate  
2. For Late Payments on Finance Payment Plans at the Maryland Statutory Rate 
3. For Late Quarterly Filings at the IFTA Rate 

 
The Maryland Statutory Rate is a function of legislation that changes from time to time.   The IFTA Late 
Filing Rate is the IFTA published IRS Underpayment Rate plus 2%.    
 
A penalty of $50 or 10% of delinquent taxes, whichever is greater, is imposed for the failure to file a 
return, for filing a late return and for underpayment of taxes due.  
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Refunds and Credits 
 
IFTA licensees request refunds via the IFTA tax return.  If no refund is requested on the tax return, 
Maryland will carry forward the credit for a period of eight (8) quarters.  A licensee’s credit balance is 
printed on the tax return each quarter. 
 
No refunds are processed by Maryland until all tax return exceptions are cleared.  The refunds will initially 
be listed with an exception flag.  The exception flag ensures that all refunds are reviewed before payment 
and the flag has to be cleared to pay the refunds. 
 
Similar to billings, the IPC sends to Maryland a weekly refund extract of refund records approved for 
payment on the IPC database during the previous week.  This refund file is edited against Maryland’s 
legacy assessment systems and the net refund amount(s) are incorporated into the legacy refund 
processing. 
 
Two functions are performed in the Revenue Administration Division (RAD).  An account is created in the 
Legacy refund system.  This is a file maintenance system.  The RAD staff data enters the refund 
information into the Legacy system to generate the approval for that account.  The legacy system creates 
a proof listing on a daily basis.  The Accounting Manager approves this listing.  A check request is then 
made.  A listing of the checks is approved by the Accounting Manager, the Assistant Administrator, or the 
Administrator. The approval is returned to the RAD.  Approved refund requests are keyed into the IFTA 
system by Taxpayer Accounting Unit.  The legacy system transfers data to the general accounting system 
for check issuance by Maryland’s General Accounting Division.  
 
Approximately every two (2) weeks the refund checks are generated and released.  Maryland’s policy 
dictates that the checks are issued within five (5) working days of receipt of the data transfer in the 
General Accounting Division. 
 
Billings 
 
The IPC does not send billing invoices to Carriers.  Instead, the IPC generates a Monthly Statement of 
Account for each Carrier that has a balance due of $5.00 or more.  The statements include detail of Tax, 
Penalty and Interest due.   The Statements also include this information at the Return level summing to 
the total amount due for the Statement.    
 
If a licensee does not file a tax return, Maryland has the capability of issuing a “best information available” 
assessment but does not routinely do so.   
 
Field audits fall under the supervision of the Compliance Division.  The results are uploaded through the 
IPC for posting on that system.  Audit Invoices are then mailed to the licensees and payment and 
collection issues are identical to the return processing process. 
 
Appeals 
 
If a licensee appeals an assessment issued by Maryland, he or she will be entitled to an informal hearing 
with a tax hearing officer in the Compliance Division of the Comptroller of Maryland.  When an 
assessment is first issued, an error resolution telephone number will be on the billing.  The error 
resolution staff may cancel a billing if the licensee can show the billing should not have been issued. 
 
A licensee must appeal in writing within thirty (30) days of receiving the notice of assessment.  The staff 
acknowledges receipt of the appeal to the licensee, and the written appeal is forwarded to the hearing 
officer.  The hearing officer will inform the licensee of the time and date of the hearing.  The hearings are 
held pursuant to the administrative procedures, but the hearing procedures may be informal in nature.  
The licensee may represent themselves and/or be represented by counsel.  The hearing officer will make 
a decision and issue such decision in writing.  The hearing officer’s decision is deemed a final 
determination.  The licensee has thirty (30) days to appeal to the Maryland Tax Court.  For tax purposes, 
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this court sits as a court of appeals.  A decision of the Maryland Tax Court may be appealed to the Circuit 
Court of Maryland. 
 
Responsibilities on Bankruptcy Proceedings 
 
The Comptroller’s legal staff ascertains the status of the account and if any monies are owed.  If no 
monies are owed, the bankruptcy date is placed into the taxpayer’s record on Maryland’s mainframe file.  
When there are monies owed, the legal staff files a proof of claim.  If Maryland is notified that a Maryland-
based IFTA carrier has filed for bankruptcy, research is performed by Maryland to determine the amount. 
 
The mainframe system is updated with details of the proof of claim.  Maryland uses Option 2 to transmit 
funds and transmittal records of bankrupt motor carriers are reversed when appropriate.  If a transmittal is 
reversed because Maryland is not going to pursue the claim, affected jurisdictions will be notified on the 
next transmittal sent. 
 

Upon request from a member jurisdiction, Maryland will promptly provide such information and 
documentation in its possession as is necessary for the member jurisdiction to defend any contested 
matters or adversary proceedings involving fuel use taxes administered under IFTA. 
 
Law Enforcement 
 

The Field Enforcement Division (FED) of the Comptroller of Maryland is the division that is responsible for 
the regulation and enforcement of motor carrier tax (IFTA) laws and regulations.  The division consists of 
both civilian inspection personnel with limited enforcement powers and sworn police officers with full 
police powers. 
 
Roadside efforts by FED include statewide participation in the annual March and May (M&M Blitz) 
enforcement initiatives as well as other joint activities with allied agencies, including Operation Road-
Check and Port of Baltimore Operations.  In addition, FED has on staff an active member of the Law 
Enforcement Committee (LEC) within IFTA Inc. 
 
Administrative actions are also a function of FED.  Administrative hearings may be held for delinquent 
IFTA filers and can also be held for non-payment or other actions, such as a fraudulent application or 
return.  The intended action of a hearing is to bring an account into compliance, but if that is unattainable, 
the account is recommended for revocation.  Account information may also be forwarded to the 
Compliance Division (COM) for possible audit.  In extreme cases, FED personnel may be directed to 
remove decals from qualified motor vehicles that display current year decals on a revoked account. 
 
New applications, renewals, and requests for reinstatement are administered by FED.  Prior to the 
issuance of a license or decals, the Clearinghouse is checked to verify that the applicant has not been 
previously revoked, or, that there is not another active account in another jurisdiction.  Maryland's 
application requires both a DOT number and an IRP account.  SAFER is reviewed for account status and 
record information.  An internal check of the Comptroller's database including tax liabilities and filing 
status is conducted and must be clear prior to licensing. 
 
The IFTA Commissioner in FED also maintains an information sharing association with the IRP 
Administrator of the Motor Vehicle Administration (MVA) and occasional contact is made to verify suspect 
information when appropriate. 
 
Audits 
 
The Compliance Division of the Comptroller of Maryland performs all business-type audits, including the 
Maryland IFTA audits.  Currently, the audit manager is a member of the IFTA Audit Committee.  Maryland 
has dedicated ten auditors to perform IFTA audits and they also perform motor fuel tax audits.  The 
number of auditors fluctuates between 8-10 in a given year.  Two field audit supervisors and an audit 
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manager oversee the IFTA audit process.  The Field Audit Section of the Compliance Division conducts 
all motor fuel section audits, including bulk fuel audits and IFTA audits. 
 
The Maryland auditors are based regionally in Baltimore, Cumberland, Hagerstown, Upper Marlboro, and 
Salisbury.  The Maryland auditors start at the Revenue Field Auditor Trainee level and can progress three 
additional levels.  The Maryland auditor qualifications include a college degree with a minimum of six (6) 
credit hours in accounting.  Of the ten IFTA auditors: two are trainees (with less than 1 year experience) 
and the other eight auditors have at least two years of experience. 
 
There is a 4-6 month training program for IFTA audits.    An experienced auditor reviews the work of a 
trainee before the audits are reviewed by the audit supervisor.  The trainers utilize an evaluation form to 
evaluate the auditors’ progress.  An evaluation form is completed approximately every three (3) months or 
so during the first two-year period. 
 
The auditors will move into a Revenue Auditor I position after the one-year training period.  Further audit 
experience would allow the field auditor to qualify as a Revenue Auditor II.  Generally after 4-5 years, an 
auditor would qualify as a Lead/Advanced Auditor.  The Revenue Field Auditor II and Revenue Field 
Auditor Lead/Advanced then become the trainers of new auditors. 
 
The Comptroller’s Office has a Code of Ethics.  Each employee has to sign a copy of the Code of Ethics.  
Anyone found in violation is taken before the Maryland Ethics Committee with the possible result of 
termination of employment. 
 
Audits are selected from the IPC stratification report based on various red flags.  Some red flags can 
include: excessively high MPG’s or taxable miles not matching IFTA miles.  “No Activity” and “MD Only” 
activity audits are also conducted to determine if extra-jurisdictional activity should have been reported.  
Audits are also referred by Revenue Admin Division.   
 
Once the IFTA licensees have been selected for audit, the licensee is notified by US Mail that he or she is 
a potential audit candidate.  This letter is sent at least one month in advance of the audit.  The audit 
supervisor assigns the IFTA audits to the auditors based on geographic regions.  The auditors contact the 
licensee and schedule the audit.   
 
Maryland uses the Pro-Miles audit package in conjunction with the IPC.  Auditors use the DOT Safer 
System to help determine if the taxpayer missed non-reported jurisdictional activity.  The auditor also 
reviews other items before arriving on-site for an audit.  An opening conference is conducted with the 
licensee.  Maryland uses a pre-audit questionnaire.  During the initial interview with the licensee, the 
auditors do an internal control review with the licensee.   
 
Maryland conducts its IFTA audits by sampling unless the specific situation dictates otherwise.  The IFTA 
auditors select at least two (2) quarters for sampling.  The auditors discuss with the licensee the sample 
selected to be sure that it is representative of the operations of the licensee.  The auditors, in selecting 
the sample quarters, look for travel in several jurisdictions, consistently reported mpg, and other factors. 
 
Printouts of both the original and audited figures are contained in the audit files.  The audit spreadsheets 
are given to the licensee during the closing conference.  The licensee is also given comment sheets from 
the audit that is signed by the licensee and an instruction sheet that contains recommendations for the 
licensee regarding future operations.  The licensee signs the audit report.  The auditors cannot collect 
payment of an assessment from a licensee.  The licensee is told during the closing conference that an 
official result will be sent once the audit has been reviewed by a supervisor.  The taxpayer is provided 
with an audit report and an instruction sheet with recommendations.  Work papers are provided upon 
request.  The audit supervisor reviews each audit file for content and accuracy and places the audit status 
in “In Appeal” period.  This finalizes the audit assessment.  The audit manager uploads the required 
documentation to the IFTA Clearinghouse.  Maryland considers an audit complete when the audit is 
uploaded to the IFTA Clearinghouse.  The file is maintained for the five year Program Compliance Review 
period.  A billing assessment is generated daily and mailed by RAD. 
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NON-COMPLIANCE ISSUES 
 
The response to the non-compliance issues was submitted by Chuck Ulm Assistant Director, Field 
Enforcement Division, Comptroller of Maryland via email on November 6, 2019. 
 
ADMINISTRATIVE 

 
Base Jurisdiction Accounting - Transmittals P1040  
 
Outgoing Transmittals 
 

Each member jurisdiction shall forward transmittal data listings related to tax returns received during 
each month. Transmittal data listings and related funds must be forwarded monthly in accordance 
with the transmittal and funding calendar prepared by the Clearinghouse Advisory Committee and 
approved by the IFTA, Inc. Board of Trustees. The funds and the supporting transmittal data listings 
may be sent separately. A report of no activity is required for each member jurisdiction if no revenue 
was collected on its behalf.  Effective January 1, 2010. 

 
Payments of billing transmittals received from other jurisdictions are made by the last day of the month 
following the month in which the billing transmittal was received. 
 
Non-Participating Jurisdictions 
 
Discussion:  Maryland failed to transmit funds for Outgoing transmittals timely for the following periods: 
 

CHTP 01-2014 CHTP 08-2017 CHTP 03-2018 
CHTP 02-2014 CHTP 11-2017  
CHTP 03-2014   
CHTP 04-2014   
CHTP 05-2014   
CHTP 06-2014   
CHTP 07-2014   
CHTP 08-2014   
CHTP 09-2014   
CHTP 10-2014   
CHTP 11-2014   

 
Maryland Response: 
 

Maryland agrees with each of the Findings from the Review. 
 
Base Jurisdiction Paper Transmittals P1040 
Maryland exchanges paper with Non -Participating Jurisdictions.   Currently, the non- participating 
Jurisdictions are Quebec and Newfoundland. 
 
Discussion: 
Incoming Transmittals 

During the Review period Maryland paid 60 transmittals and 100% were completed on time such that no 
findings were identified. 
 
Outgoing Transmittals 

During the Review Period Maryland paid 60 transmittals and 77% were completed on time.   Twenty three 
percent (23%) or 14 transmittals were late findings.    
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Maryland Response: 

Maryland agrees with each of the Findings from the Review 
Eleven (11) of the fourteen (14) late transmittals were in 2014 when we were processing through the 
RPC.    The issue around the RPC transmittal process is well documented and goes back to the 2001 
Review.     The remedy to the RPC issue is to migrate to the IPC / Explore system in January of 2015.  
Going forward transmittal findings should be minimized.   

In spite of this we still have three (3) findings, post migration, as follows: 

CHTP 08-2017    $1,142.50 
CHTP 11-2017   $   671.88 
CHTP 03-2018    $    10.00   (six days late) 

Our action plan, to assure 100% transmittal timeliness, is to cross train staff in Revenue Accounting to 
provide coverage in the event of staff leave or sick days.   This will decrease the chance of a repeat 
finding going forward. 

Interest - R1230 

The base jurisdiction, for itself and on behalf of other jurisdictions, shall assess interest on all 
delinquent taxes due each jurisdiction except taxes collected directly by other jurisdictions in 
accordance with IFTA Procedures Manual Sections P1000 and P1120.300. 

Discussion:   

The team reviewed 432 returns and 4,504 lines of data.  During the review, the team found 2 returns that 
were posted to the transmittals 2 months late; 1 return posted 3 months late and 1 return posted 5 
months late where no interest was charged. 

Maryland Response: 

Interest - R1230 
In the 4th quarter of 2014 Maryland migrated to the IPC / Explore environment.    Due to this, the newness
of staff and the fact that paper volumes were 4 times higher than currently, some delays in processing 
were experienced during this time frame. 

Three (3) of the four (4) findings were for the 4th Quarter of 2014.  Each of the four (4) returns referenced
as late did not have a taxpayer impact as our system uses Postmark Date to define lateness.  Late fees 
and interest were not assessed for the four (4) returns.    

As a result of staff efforts to convert Carriers to efilers we now enjoy 70% efile penetration.  
Consequently, paper volumes are significantly less than in 2014 and more manageable thus minimizing 
the probability of late filings going forward.   Sufficient cross training in return keying and exception 
processing is currently in place to provide reasonable assurance that late returns will be minimized.   Staff 
will be reminded of the importance of timely filing. 
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AUDIT 

*A250 NUMBER OF AUDITS

Base jurisdictions will be held accountable for audits and will be required to complete audits of an 
average of 3 percent per year of the number of IFTA accounts required to be reported by that jurisdiction 
on the annual reports filed pursuant to the IFTA Procedures Manual, Section P1110.300.005 excluding 
new licensees, for each year of the program compliance review period, other than the jurisdiction’s IFTA 
implementation year. Such audits shall cover all of the returns that were filed or required to be filed during 
a license year or shall cover at least four (4) consecutive quarters. This does not preclude audits of 
individual licensees several times during the program compliance review period. However, audits of a 
Audit Manual Audit Program Standards Page 5 of 11 single licensee that cover multiple license years, 
fuel types, or both shall be counted as one audit for program compliance review purposes. 

Discussion: 
Maryland did not meet the 3% annual audit requirement. 

Maryland was required to complete 687 audits during the review period and completed 663 for an 
average of 2.89%, a shortage of 24 audits. 

Maryland Response: 

Maryland agrees with the finding that we did not meet the 3% annual audit requirement over the review 
period. In response to this finding it is noted; 

1. In anticipation of this finding Maryland has programmed 162 IFTA audits for fiscal year 2020.
{July 1, 2019 thru June 30, 2020} This goal includes an additional 24 audits to satisfy the required
completions for the review period 2014 through 2018.

2. As of October 25, 2019, the MFT/IFTA audit team has completed 130 IFTA audits.  Maryland is
on target to meet the IFTA required goals for fiscal year 2020 and calendar year 2019. This
includes getting up to date on the required completions for the period 2014 through 2018. It is
expected that 50% of the shortage (12 audits) will be completed by December 31, 2019. The
remaining 50% (12 audits) will be completed by June 30, 2020. The required completions for the
period 2014 through 2018 will be fully satisfied by June 30, 2020.

3. Going forward, IFTA audit requirements will be addressed each year as part of the annual audit
program. The approved fiscal year audit program will be adjusted accordingly to consider that
IFTA audit requirements are based on calendar year.

Thirty (30) audits were selected for review.  Below is a compilation of the non-compliance issues. 

A310 Preliminary Audit Procedures 
.300 The auditor must analyze the licensee’s tax returns subject to audit, note trends or variances, 

and document findings in the audit file. 

Discussion: 
In 19 of the audits reviewed, trends or variances were not noted. 

Maryland Response: 

Maryland agrees with the finding that trends or variances were not noted in the audit report. A review of 
the sampled cases indicates that the subject of this finding was not noted in the “Audit Process Section”. 
Maryland will follow up with the audit staff to ensure that they fully document trends or variances as a part 
of the preliminary audit review, as required by IFTA audit procedures.    
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A320 Evaluation of Internal Controls 

.300 Document the existence of any internal controls 

.400 Review and test the reliability of the licensee’s internal controls 

.600 When sampling, the reliability of the license’s internal controls should determine the degree to 
which the records are tested. 

.700 The above items, and the strengths and weaknesses identified in the licensee’s distance and 
fuel accounting systems, must be documented in the audit report. 

 
Discussion: 

In three of the audits reviewed, there was no summary of the evaluation of internal controls. 
In 14 of the audits reviewed, there was no notation of the reliability of the internal controls. 
In 27 of the audits reviewed, strengths and/or weaknesses of the internal controls were not noted. 
 
Maryland Response: 
 
Maryland agrees with this finding and will review this process with the audit staff to ensure that an initial 
review of the licensee’s internal control process is documented in the appropriate section of the audit 
report. Emphasis will be placed on the strengths and weaknesses as required by IFTA audit procedures.  
 
A440 Opening Conference 
 

A documented opening conference should be held with the licensee to discuss the licensee’s 
operations, distance and fuel accounting system, audit procedures, records to be examined, sample 
period, sampling procedures, etc. 

 
Discussion: 
In four of the audits reviewed, an opening conference was not fully documented. 
 
Maryland Response: 

 
Maryland agrees with this finding and will follow up with the audit staff to ensure that opening conferences 
are fully documented in the appropriate section of the audit report, as required by IFTA audit procedures.  
 
A450 Closing Conference 
 

A documented closing conference should be held with the licensee during which any areas on non-
compliance, and any requirements and recommendations for improvement to the distance and fuel 
accounting system are discussed. 
 

Discussion: 
In 16 of the audits reviewed, a closing conference was not fully documented. 
 
Maryland Response: 

 
Maryland agrees with this finding and will follow up with the audit staff to ensure that closing conferences 
are fully documented in the appropriate section of the audit report, as required by IFTA audit procedures.  
 
A460 Audit Report 
 

a) A460.100 – General Information 
.060 The audit report must note trends or variances. 
 

Discussion: 
In 19 of the audits reviewed, trends or variances were not noted. 
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Maryland Response: 
 
Maryland agrees with this finding in that trends or variances were not consistently noted in the audit 
report. Per IFTA audit procedures, Maryland will instruct the audit staff to fully document trends or 
variances in every audit report.  
 

b) A460.200 – Summary of the Evaluation of Internal Controls 

.005 The audit report identifies the reliability of internal controls. 

.010 The audit report identifies the strengths and weaknesses in internal controls. 

.015 The audit report identifies any changes in the licensee’s accounting procedures during the 
audit period. 

 
Discussion: 
In three of the audits reviewed, there was no summary of the evaluation of internal controls. 
In 14 of the audits reviewed, there was no notation of the reliability of the internal controls. 
In 27 of the audits reviewed, strengths and/or weaknesses of the internal controls were not noted. 
In 22 of the audits reviewed, there was no discussion of any changes to the licensee’s accounting 
procedures nor indications to any changes. 
 
Maryland Response: 
 
Maryland agrees with this finding and will review this process with the audit staff to ensure that internal 
controls are identified, reviewed and evaluated during the audit process and documented in the 
appropriate section of the audit report.  
 

c) A460.300 – the opening and closing conference dates and attendees or reason why, if not 
held. 

 
Discussion: 
In 16 of the audits reviewed, documentation of the opening and/or closing conferences, dates, and 
attendees was not included. 
 
Maryland Response: 
 
Maryland agrees with this finding and will follow up with the audit staff to ensure that opening and closing 
conferences are fully documented in the appropriate section of the audit report.  
 

d) A460.400 – Sampling Methodology Information 
.010 The audit report must contain the periods and vehicles sampled 
 

Discussion: 

In one of the audits reviewed, the vehicles sampled were not identified. 
 
Maryland Response: 
 
Maryland agrees with this finding and will follow up with the audit staff to ensure that the periods and 
number of vehicles samples as well as the type and gross weight of the vehicle are consistently 
documented in the audit report as required by the IFTA procedures.  
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e) A460.500 – Distance and Fuel Examination 
.005 The audit report must identify the source documents used by the licensee to determine 

distance and fuel. 
.010 The audit report must identify the information in the source documents. 
.025 The audit report must note any discrepancies between summaries and the licensee’s tax 

returns 
.030 The audit report must include the auditor’s evaluation of the adequacy of records. 

 
Discussion: 
In one of the audits reviewed, the audit report did not identify the source documents. 
In one of the audits reviewed, the audit report did not identify the information in the source documents. 
In two of the audits reviewed, the audit report did not note any discrepancies between the summaries and 
tax returns. 
In two of the audits reviewed, the audit report did not include the auditor’s evaluation of the adequacy of 
the records. 
 
Maryland Response: 

 
Maryland agrees with this finding and will follow up with the audit staff to ensure that they identify and 
evaluate source documents used in preparing the return. Any discrepancies between source documents 
and the returns will be noted in the appropriate section of the audit report per IFTA audit procedures.   
 
R1230 INTEREST 
 
 The base jurisdiction, for itself and on behalf of the other jurisdictions, shall assess interest on all 

delinquent taxes due each jurisdiction except taxes collected directly by other jurisdictions in 
accordance with IFTA Procedures Manual Sections P1000 and P1120.300. 

 
  .300 Computation of Interest 
 

 .010 Audits 
 

Audit interest shall be calculated separately for each jurisdiction.  Audit interest 
shall accrue monthly on the cumulative net tax balance owed to a jurisdiction 
until paid.  A cumulative net tax balance is the amount of additional tax owed or 
tax overpayment made to a jurisdiction immediately following the due date of any 
tax reporting period taking into account all prior additional tax owed or 
overpayments made to a jurisdiction during the audit period.  The cumulative net 
tax balance shall be adjusted immediately following the due date of any 
subsequent tax reporting period to reflect tax owed or overpayment made for that 
tax reporting period.  A full month’s interest shall accrue for any portion of a 
month on which tax owed remains unpaid.  An overpayment for one jurisdiction 
shall have no effect on the interest calculation for any other jurisdiction. 

 
Discussion:  

In one instance the interest as shown on the audit report was through February 2017 while the audit was 
paid through the IFTA Clearinghouse in March 2018.  Interest calculation was 13 months short.   
 
In one instance the interest as shown on the audit report was through January, 2018 while the audit was 
paid through the IFTA Clearinghouse in May 2018.  Interest calculation was four months short. 
 
In one instance interest calculation was three months short. 
 
In one instance interest calculation was two months short. 
 
In two instances interest calculations were one month short. 
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Maryland Response: 
 
Maryland agrees with this finding and will institute procedures to assure that all audits are processed in a 
manner that ensures the proper and adequate interest calculation on the audit, taking into consideration 
the date that the audit is processed through the IFTA clearing house.   
 
Audit Findings Conclusion 
 
As a final note relative to each of the audit findings, Maryland will be meeting with the audit staff to 
implement and instruct the audit staff on the procedural changes necessary to meet the specific 
requirements of the IFTA Audit Procedures as reflected on the website.   

14  
Exhibit 16



Final Determination Finding of Non-compliance 
Jurisdiction of New Jersey 

April 16, 2012 
Page 1 of 5 

JURISDICTION OF NEW JERSEY 
FINAL DETERMINATION FINDING OF NON-COMPLIANCE 

This Final Determination Finding of Non-Compliance (“Finding”) is issued to the jurisdiction of 
New Jersey by the Program Compliance Review Committee (“PCRC”).  The PCRC is a standing 
committee of the International Fuel Tax Agreement (“Agreement”).  New Jersey has failed to 
comply with the provisions of the Agreement cited herein.    

Non-Compliance History:  

4. AUDIT ACCOUNTABILITY

a) Three Percent Audit Requirement

The IFTA Audit Manual, Section A310, states “Base jurisdictions will be held accountable for 
audits and will be required to complete audits of an average of 3 percent per year of the number 
of IFTA accounts required to be reported by that jurisdiction on the annual reports filed pursuant 
to the IFTA Procedures Manual, Section P1110.300.005 excluding new licensees, for each year 
of the program compliance review period, other than the jurisdiction’s IFTA implementation year.  
Such audits shall cover at least one registration year.  This does not preclude audits of individual 
licensees several times during the program compliance review period.  However, audits for a 
licensee selected that cover multiple registration years, fuel types, or both shall be counted as 
one audit for program compliance review purposes.” 

Three Percent Audit Requirement Discussion 

A review of the audit accountability indicates that New Jersey was required to complete 1478 
audits during the review period but only completed 946 audits (1.91%). 

Jurisdiction’s Response to Three Percent Audit Requirement Discussion 

New Jersey’s Audit Unit has experienced severe downsizing during the years 2006 through 2009.  
Positions vacated by retirements, promotions and re-alignments are left vacant by attrition.  
Budget reductions and hiring freezes, due to the ongoing economic downturn add to the 
challenge of accomplishing the 3% average.  New Jersey is facing this challenge by researching 
the feasibility of programs that may boost quantity.  Some examples are the establishment of 
satellite work stations to reduce travel time, mail audits rather than site visits and audits 
performed by for-hire CPA firms.  Once conditions improve and hiring restrictions are lifted, New 
Jersey will pursue filling the vacated positions with vigor. 

b) High Distance Audit Requirement

The IFTA Audit Manual, Section A320.100 provides, in part: “…At least 25 percent of each 
member jurisdiction's audit requirement shall involve high-distance accounts.  High-distance 
accounts are considered to be the 25 percent of the previous year's licensees who had the 
highest number of miles/kilometers reported in all member jurisdictions.” 

High-Distance Audit Requirement Discussion 

New Jersey was required to complete 370 high distance audits but only completed 262. 
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Jurisdiction’s Response to High-Distance Audit Requirement Discussion 

In an effort to fully comply with Section A320.100, addressing the high-distance ratio of accounts, 
New Jersey has assigned personnel to target high distance audits to achieve the 25 percent 
requirement. 

c) Low Distance Audit Requirement

The IFTA Audit Manual, Section A320.100 provides, in part: “At least 15 percent of each member 
jurisdiction's audit requirement shall involve low-distance accounts.  (Low-distance accounts are 
considered to be the 25 percent of the previous year's licensees who had the lowest number of 
miles/kilometers reported in all member jurisdictions).…” 

Low Distance Audit Requirement Discussion 

New Jersey was required to complete 222 low distance audits but only completed 189. 

(Lead Reviewer’s Note: Jurisdiction was previously cited in 2001 and 2005.) 

Jurisdiction’s Response to Low Distance Audit Requirement Discussion 

In an effort to fully comply with Section A320.100, addressing the low-distance ratio of accounts, 
New Jersey has assigned personnel to target low distance audits to achieve the 25 percent 
requirement. 

Follow-up issued following New Jersey’s 2009 Program Compliance Review: 

AUDIT ACCOUNTABILITY 

ACTION DUE DATE 

New Jersey to submit to IFTA, Inc. a listing of audits completed from January 1 
through June 30, 2010.  The listing will include: 

 Licensee Name and FEI
 Date of completion
 Resulting amount of assessment or refund or indication of no change
 Designation of high, medium, or low distance
 Date results were transmitted

September 30, 2010 

IFTA, Inc. and the Committee will review the response received from New 
Jersey and determine next steps.   

October 15, 2010 

IFTA, Inc. will advise New Jersey of the results of its review.    November 19, 2010 
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Follow-up - UPDATED: 

AUDIT ACCOUNTABILITY 

ACTION DUE DATE 

New Jersey to submit to IFTA, Inc. a listing of audits completed from January 1 
through June 30, 2010.  The listing will include: 

 Licensee Name and FEI
 Date of completion
 Resulting amount of assessment or refund or indication of no change
 Designation of high, medium, or low distance
 Date results were transmitted

September 30, 2010 

IFTA, Inc. and the Committee will review the response received from New 
Jersey and determine next steps.   

Open 

IFTA, Inc. will advise New Jersey of the results of its review.    

11-8-2010 NJ has not shown a willingness to comply with the Audit
requirements.  If NJ continues at the current pace, they will not come close to
making their numbers.  It is recommended that this issue be escalated to
reassessment.  NJ will need to provide to IFTA, Inc. a listing of audits
completed on a quarterly basis. The listing will include:

 Licensee Name and FEI
 Date of completion
 Resulting amount of assessment or refund or indication of no change
 Designation of high, medium, or low distance
 Date results were transmitted

Open 

Due Dates: 
Audits completed: 
7/1/2010 – 9/30/2010 
10/1/2010 – 12/21/2010 
Due  1/31/2011 

Audits competed:  
1/1/2011 – 3/31/2011 
Due 4/30/2011 

Audits Completed: 
4/1/2011 – 6/30/2011 
Due 7/29/2011 

Reassessment issued: 

AUDIT ACCOUNTABILITY 

ACTION DUE DATE 

New Jersey to submit to IFTA, Inc. a listing of audits completed from 
January 1 through June 30, 2010.  The listing will include: 

 Licensee Name and FEI
 Date of completion
 Resulting amount of assessment or refund or indication of no

change
 Designation of high, medium, or low distance
 Date results were transmitted

September 30, 2010 

IFTA, Inc. and the Committee will review the response received from 
New Jersey and determine next steps.   

Open 

IFTA, Inc. will advise New Jersey of the results of its review.    

11-8-2010 NJ has not shown a willingness to comply with the Audit
requirements.  If NJ continues at the current pace, they will not come
close to making their numbers.  It is recommended that this issue be
escalated to reassessment.  NJ will need to provide to IFTA, Inc. a
listing of audits completed on a quarter.ly basis. The listing will include:

Open 

Due Dates: 
Audits completed: 7/1/2010 – 
9/30/2010 
10/1/2010 – 12/21/2010 Due  
1/31/2011 
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 Licensee Name and FEI 
 Date of completion 
 Resulting amount of assessment or refund or indication of no 

change 
 Designation of high, medium, or low distance 
 Date results were transmitted 

 
 
8-2-2011 
Reassessment – Audit Numbers are not near what is required.  Monthly 
report to IFTA, Inc. through 12/31/2011.  

 
Audits competed:  
1/1/2011 – 3/31/2011 
Due 4/30/2011 
 
Audits Completed: 
4/1/2011 – 6/30/2011 
Due 7/29/2011 
 
Monthly 
July and August due 9/15/2011 
September due 10/14/2011 
October due 11/15/2011 
November due 12/15/2011 
December due 1/16/2012 

 
New Jersey has provided detailed audit accountability information however the number of audits 
completed as shown below is not compliant with the IFTA Audit Manual, Section A310.   
 

   New # of Audits # of Audits 

Jurisdiction Year Accounts Licensees Required Completed % 

NJ 2006 13,038 387 261 2.02% 

NJ 2007 13,677 2387 391 245 1.88% 

NJ 2008 13,229 1908 339 175 1.55% 

NJ 2009 12,547 1651 340 192 1.70% 

NJ 2010 12,282 1486 327 138 1.27% 

NJ 2011 11,309 1536 324 103 0.95% 
 
New Jersey has provided detailed audit accountability information, except for 2009. The number 
of high and low audits completed as shown below is not compliant with the IFTA Audit Manual, 
Section A320.   
 

IFTA Requirements Actual # of Audits Completed 

Year 
High Distance 

% 
Low Distance 

% 
High Distance 

Audits Completed 
Low Distance 

Audits Completed 

2006 97 58 77 42 

2007 98 59 73 47 

2008 85 51 33 46 

2009 85 51 0 0 

2010 82 49 36 12 

2011 82 49 29 31 
 
Conclusion: 
 
The jurisdiction of New Jersey has been cited for failure to meet the requirements of the IFTA 
Audit Manual, Section A310 which provides:   
 

*A310  NUMBER OF AUDITS 
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Base jurisdictions will be held accountable for audits and will be required to complete 
audits of an average of 3 percent per year of the number of IFTA accounts required to be 
reported by that jurisdiction on the annual reports filed pursuant to the IFTA Procedures 
Manual, Section P1110.300.005 excluding new licensees, for each year of the program 
compliance review period, other than the jurisdiction’s IFTA implementation year.  Such 
audits shall cover at least one license year.  This does not preclude audits of individual 
licensees several times during the program compliance review period.  However, audits 
for a licensee selected that cover multiple license years, fuel types, or both shall be 
counted as one audit for program compliance review purposes.  

The jurisdiction of New Jersey has been cited for failure to meet the requirements of the IFTA 
Audit Manual, Section A320 which provides:   

*A320  SELECTION OF AUDITS

The following guidelines shall be used in selecting audits to fulfill the IFTA auditing 
requirements: 

.100 Low-Distance/High-Distance Accounts Requirement 

At least 15 percent of each member jurisdiction's audit requirement 
shall involve low-distance accounts.  (Low-distance accounts are 
considered to be the 25 percent of the previous year's licensees 
who had the lowest number of miles/kilometers reported in all 
member jurisdictions).  At least 25 percent of each member 
jurisdiction's audit requirement shall involve high-distance 
accounts.  (High-distance accounts are considered to be the 25 
percent of the previous year's licensees who had the highest 
number of miles/kilometers reported in all member jurisdictions.) 

.200 Low-Distance/High-Distance Computations 

Low-distance computations and high-distance computations shall 
be based on total miles/kilometers reported by all IFTA licensees 
included on the annual report filed by the jurisdiction pursuant to 
the IFTA Procedures Manual, Section P1110.300.005 excluding 
new licensees, but including licensees who report no operations 
during a quarter, for the first three quarters of each calendar year. 

Due to New Jersey’s failure to comply with the IFTA Audit Manual, the PCRC discussed the 
issuance of a Final Determination Finding of Non-compliance as per the ratified Review Guide.  
On the March 3, 2012 the PCRC voted unanimously to move forward with issuance of a Final 
Determination Finding of Non-Compliance of the requirements found in the IFTA Audit Manual, 
Sections A310 and A320.   These issues fall into the disputable category as prescribed in the 
IFTA Articles of Agreement, Section R1555.  The matter will go before the IFTA membership for 
vote to determine whether this matter moves forward to the Dispute Resolution Committee.    

ISSUED THIS 16th DAY OF April, 2012. 

_________________________ 
John Szilagyi (CT), Chair 
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