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Scope

The review consisted of the following phases:

1. A desk analysis of the State Fiscal Year 2000 (July 1,1999 to June 30, 2000) Monthly reports and comparison with the Yearly summary as submitted on the Form FHWA 556 for that same period.

2. A desk analysis of the actual process of compiling and entering the data onto Form FHWA 551M.

3. An on-site review of the process with the State Representatives responsible for compiling and reporting the data.

4.
While perhaps beyond the scope of reasonable level of oversight for an FHWA Division Office a desk review of Motor Fuel Tax Division Forms used to pay motor fuel taxes and apply for refunds was conducted.  

Participants in the On-Site Review


Ms. Angela Altice, Motor Fuel Tax Division, NC Department of Revenue


Ms. Stephanie Dowd, Motor Fuel Tax Division, NC Department of Revenue


Ms Sonya Beatty, Fiscal Section, Nc Department of Transportation


Mr. Pat Strong, FHWA


Mr. Joe Stevens, FHWA     

Discussion

1. The desk analysis of the data submitted for the last fiscal year consisted of the summation of the gallonage data as reported on the FHWA 551M, converting the gallonage data to dollars by applying the appropriate tax rates and comparing the yearly total with the dollar amounts reported on the FHWA 556 for the same time period. The results of this comparison produced a difference of  4.5% for gasoline and 3.2 % for special fuels. Data comparison within 5% are considered acceptable.

2. The desk analysis of the actual process for entering the data onto the Form FHWA 551 consisted of reviewing the step by step process of transferring the data from the reports compiled by the Motor Fuel Tax Division of the North Carolina Department of Revenue to the FHWA  551M. The process of entering the data onto FHWA’s monthly motor fuel report has been the subject of a number of  reviews over the years. The State and the FHWA have agreed on a standard process to be used.   The results of this review are presented in more detail in the Discussion Section. 

3. The onsite review with representatives of the North Carolina Department of                   Transportation and North Carolina Department of Revenue included a discussion of the entire process as well as any questions, comments or findings from the previously conducted desk analysis. A series of questions prepared by the Division Office were used as a guide to conduct the review. The questions along with the answers obtained during the on-site review are attached for reference. (Attachment 1)

4. The review of sample taxpayer returns and refund applications revealed that the Motor Fuel Tax Division has a very extensive monitoring and tax filing  system. The Tax Return forms appear to contain sufficient stratification of  the various fuel to provide direct compilation of data to be carried forward onto the FHWA Form 551M except for the in-state registration motor carrier usage. The FHWA  Form 551M reports this using the FHWA recommended 98.6 %diesel and the 1.4% gasoline. In addition there is no stratification of highway use of liquefied petroleum gases. The use of these as fuels are taxed at the same rate as gasoline and are not broken out.  

Motor Fuel taxes in North Carolina are collected by the  Motor Fuel Tax Division of the Department of Revenue. The supplier is responsible for paying and reporting to the Motor Fuel Tax Division. Suppliers are the major oil companies or any one who owns product in the terminal. In North Carolina there are approximately fifty suppliers. The suppliers report on new product in the State on a monthly basis. The monthly reports make up the base data for monitoring motor fuel usage within the State. The monthly reports include breakdowns of gasoline, diesel, gasohol and aviation fuel. An example of a monthly report from a supplier is attached (Attachment 1). The accumulation of these reports each month  are the basis of the determination of the motor fuel that is taxed within the state and  includes motor carrier usage.

Motor fuel that is purchased within the State and used out of  State, is reported by the motor carrier companies or individual vehicle owners that have apportioned vehicle registrations. The companies or individual owners file International Fuel Tax Agreement  (IFTA) Returns. For carriers based in North Carolina, these returns are essentially applications for refunds since the tax has already been paid  to the State by the Supplier. The money refunded to an apportioned registrant   is in direct proportion to the ratio of mileage driven in another State using motor Fuel purchased in North Carolina to the total miles driven using the fuel purchased in North Carolina. The tax on the refunded fuel   will be paid to the  State  in which the fuel was used at their tax rate. Motor fuel that is purchased in another state and used in North Carolina is determined by a similiar reporting  process except that a payment of tax  at the North Carolina Tax rate  would accompany the return.  North Carolina has approximately 9,500-10,000 of these motor carriers submitting reports. The reports are required at least quarterly. 

 The accumulation of the IFTA returns by the Motor Fuel Tax Division form the basis for the monthly reporting on the FHWA Form 551. The Motor Fuel Tax Division summarizes this information on a series of standard report forms for their own use and  provides copies  to other users of the data. One of the other users of the data is the Fiscal Section of the North Carolina Department of Transportation (NCDOT). The Fiscal Section of the NCDOT  takes the data provided by the Motor Fuel Division  and enters it onto the FHWA Form 551 for submission to the FHWA.  

The Fiscal Section receives a monthly series of six pages of summary reports from the Motor Fuel Tax. They  transfer the data from the Tax Division summaries to the FHWA  Form 551 using a standard, consistently applied process which has been subjected to a number of reviews by FHWA over the years..

The Fiscal Section  of the NCDOT submits the FHWA 551 directly to Washington by e-mail.   

Summary of Findings & Recommendations

1. The standard data compilation process for completing the Form FHWA 551M apparently has been revised. The major revision observed had to do with the accounting for motor fuel which is subject to International Fuel Tax Agreements (IFTA). A discussion of that  particular portion of the process during the on-site review, determined that the previous methodology was correct  The NCDOT representative agreed to switch back to the previous methodology. FHWA requested, and  the State  agreed to re-submit the October 2000 through June 2001 FHWA 551M reports with the revised  motor fuel consumption data.  

2. The monthly motor fuel reports are not being routinely received by the FHWA Division at the same time they  are submitted electronically to the Washington Office.  

3. The timeliness of the submission of the FHWA Form 551M reports to the Washington Office is very close to or a little beyond the desireable  90 days after the month for which the data is reported. The NCDOT representative  indicated that the delay is being caused by extra time required to compile the gasohol data. FHWA recommended that in order to provide for more timely submission of the monthly reports, the State should  consider reporting the gasohol data one month out of phase with the rest of the motor fuel. The impact of this change in the process would be negligible considering gasohol makes up approximately 180,000 gallons out of a total of  385 million gallons being reported each month. Gasohol reporting varied between 168,203 to 196,222 gallons over the last seventeen months.   
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