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#03-2014

Sponsor
IFTA Audit Committee

Date Submitted

September 11, 2015

Proposed Effective Date

January 1, 2017

Manual Sections to be Amended (January 1996 Version, Effective July 1, 1998, as revised)

Articles of Agreement R247 RECORDS
R305 LICENSE REQUIREMENTS
R1010 RETAIL FUEL PURCHASES
R1020 BULK FUEL PURCHASES
R1320 AUDIT REQUIREMENTS
R1330 AUDIT MANUAL
R1340 REVIEW/REVISION OF AUDIT REQUIREMENTS
R1350 JOINT AUDITS
R1370 AUDIT REPORTS
R1380 COMMUNICATION OF AUDIT FINDINGS
R1390 AUDIT APPEALS
R1555 COMPLIANCE MATTERS

Procedures Manual P500 RECORDKEEPING

P510 RETENTION AND AVAILABILITY OF RECORDS

P520 BURDEN OF PROOF

P530 ADEQUACY OF RECORDS

P540 DISTANCE RECORDS

P550 FUEL RECORDS

P560 SUMMARIES

P570 INADEQUATE RECORDS

P600 ELECTRONIC DATA RECORDING SYSTEMS (ALL
SECTIONS DELETED)
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Audit Manual A100
A200
A220
A230
A300
A310
A320
A400

A410
A420
A500
A510
A520
A530
A540
A550
AG00
A610
A620
A630
A640
A650
A660
A670
A680
A690
A700
A710
A720
A730

Subject

INTRODUCTION

GENERAL STANDARDS

EXAMINATION STANDARDS
REPORTING STANDARD

IFTA AUDIT STANDARDS

NUMBER OF AUDITS

SELECTION OF AUDITS

PERSONNEL QUALIFICATIONS AND
RESPONSIBILITIES

ADMINISTRATION

AUDIT STAFF

GENERAL GUIDELINES

UNIFORMITY

STANDARD APPROACH

SAMPLING

VERIFICATION OF LICENSEE RECORDS
INADEQUATE LICENSEE RECORDS/ASSESSMENT
THE AUDIT PROCESS

AUDIT NOTIFICATION

AUDIT COMMUNICATION BETWEEN JURISDICTIONS
OPENING CONFERENCE

EVALUATION OF INTERNAL CONTROLS
CLOSING CONFERENCE

AUDIT REPORTS

AUDIT DOCUMENTATION

AUDIT FILE CONTENT
COMMUNICATION OF AUDIT FINDINGS
COMPLIANCE

FOLLOW UP VISITS

REMINDER LETTERS

PRESUMPTION OF FINDINGS

Changes are proposed for the Articles of Agreement, Audit Manual, and Procedures Manual.

History/Digest

This ballot proposal is being made to address:

1. Technological advances in the generation of records for Licensee operations. An increased
reliance on electronic systems and their configuration have made many of the requirements
contained in P500 and P600 obsolete. IRP requirements have been changed to address this fact.
An effort has been made to match these requirements in regard to distance records.

2. The Audit Manual has been updated to include the member jurisdiction requirements for which
members will be held accountable during Program Compliance Reviews. Items that are not
requirements are moved to the Best Practices Guide. The use of “must/shall” and “should” are
introduced where “must/shall” is an absolute requirement while “should” is a requirement that if
not fulfilled requires documentation of why the action could not take place.
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Licensee recordkeeping requirements located in the Procedures Manual have been consolidated
into a single section under P500 and P600 has been deleted as a result.

Provide distance reporting requirements for IFTA that address technological advances in the
recording of qualified motor vehicle travel, regardless of media.

Modify the Audit Manual to enhance uniformity in the conduct of audits and in the content of the
Interjurisdictional audit report.
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1 Interlining Indicates Deletion; Underlining Indicates Addition
2
3 ARTICLES OF AGREEMENT
4
5 ARTICLE Il
6 DEFINITIONS
7
8 R247 Records means information created, received, and maintained by an organization or person in the
9 transaction of business, or in the pursuance of legal obligations, regardless of media.
10
11 [ALL OTHER SECTIONS REMAIN UNCHANGED]
12
13 ARTICLE 1l
14 APPLICATION AND RENEWAL
15
16 R305 LICENSING REQUIREMENT
17
18 Any person based in a member jurisdiction operating a qualified motor vehicle(s) in two or more
19 member jurisdictions is required to license under this Agreement, except as indicated in IFTA Articles
20 of Agreement Sections R310 and R500.
21
22 If a jurisdiction determines that a person required to become licensed under this Agreement has
23 failed to do so, the jurisdiction is specifically authorized to assess and collect any and all fuel taxes
24 due from such person for all member jurisdictions in accordance with IFTA Articles of Agreement
25 Sections R1100 and R1200.
26

27  ARTICLE X
28  TAX PAID PURCHASES

29
30 [SECTION *R1000 REMAINS UNCHANGED]
31
32  *R1010 RETAIL FUEL PURCHASES
33 100 A licensee may claim a tax-paid credit on the IFTA tax return for fuel purchased
34 at retail only when the fuel is placed into the fuel tank of a qualified motor vehicle
35 and the purchase price includes fuel tax paid to a member jurisdiction.
36
37 .200 The receipt must show evidence of tax paid directly to the applicable jurisdiction or
38 at the pump. Specific requirements for these receipts are outlined in the IFTA
39 Procedures Manual Section P550. No member jurisdiction shall require evidence of
40 such purchases beyond what is specified in the Procedures Manual.
41
42 .300 In the case of a lessee/lessor agreement, receipts for tax-paid purchases may be in
43 the name of either the lessee or the lessor provided a legal connection can be made
44 to the tax reporting party.
45
46  *R1020 BULK FUEL PURCHASES
47 100 Storage fuel is normally delivered into fuel storage facilities by the licensee, and fuel
48 tax may or may not be paid at the time of delivery.
49
50 .200 A licensee may claim a tax-paid credit on the IFTA tax return for fuel withdrawn
51 from bulk storage only when the fuel is placed into the fuel tank of a qualified
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motor vehicle; the bulk storage tank is owned, leased, or controlled by the
licensee; and either the purchase price of the fuel includes fuel tax paid to the
member jurisdiction where the bulk fuel storage tank is located or the licensee
has paid fuel tax to the member jurisdiction where the bulk fuel storage tank is
located.

.300 The licensee's records must identify the quantity of fuel taken from the licensee's
own bulk storage and placed in its qualified motor vehicles. Recordkeeping
requirements for tax paid bulk fuel purchases are provided in IFTA Procedures
Manual Section P550.

ARTICLE Xl
AUDITS

[SECTIONS *R1310 AND *R1360 REMAIN UNCHANGED)]

R1320-UNLICENSED-CARRIER-AUDITS-AUDIT REQUIREMENTS

Audits conducted by member jurisdictions under this Article shall comply with all the requirements
contained in the Agreement, Procedures Manual and Audit Manual.

*R1330-AUDIT REQUIREMENTS-MANUAL

The Audit Manual shall contain rules for the performance of audits conducted under this
Agreement, and for the maintenance by member jurisdictions of an audit staff sufficient to perform
such audits.

R135040 REVIEW/REVISION OF AUDIT REQUIREMENTS

100 The Audit Committee shall review the audit requirements of this Agreement at least once
every three years.
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.200 Proposed changes shall be subject to approvedal and-adepted by the member
jurisdictions in accordance with IFTA Articles of Agreement Section R1600.

.300 Changes to the Audit Manual shall not be effective with less than a one-year
notification, unless unanimously approved for an earlier date.

R1350 JOINT AUDITS

An audit of a licensee may be conducted jointly by the base jurisdiction and one or more other
member jurisdictions. In such cases, the base jurisdiction shall direct the conduct of the audit.
Non-base jurisdictions are responsible for their own audit expenses. Each member jurisdiction
that participates in a joint audit shall receive full credit under A250 for the performance of an
audit.

R1370 AUDIT REPORTS

.100 In accordance with A460, upon the completion of an audit, the base jurisdiction shall
provide an audit report to the licensee and to all member jurisdictions in which the
licensee reported or should have reported distance or fuel during the period covered by
the audit. The time periods specified in Sections R1360 and R1390 shall begin on the
date on which the base jurisdiction provides the final audit report to the licensee.

.200 The base jurisdiction shall, on request, furnish copies of audit reports and audit work
papers to another member jurisdiction. A copy of the audit report, work papers,
supporting documentation and any pertinent post-audit communications must be
maintained by the base jurisdiction as part of the audit file for the period set forth in P910.

.300 Any schedules and worksheets used to support the audit findings must be made
available to the licensee if requested.

R1380 COMMUNICATION OF AUDIT FINDINGS

Fuel tax adjustments resulting from audit findings will be documented and included on monthly
transmittals.

In the event that the results of an audit indicate funds owed to affected member jurisdictions and
the licensee remits payment in full on or before the due date established by the base jurisdiction,
such funds shall be remitted by the base jurisdiction to affected member jurisdictions in the
manner and at the time prescribed by P1040.

In the event the base jurisdiction sends or causes to be sent a transmittal to a member jurisdiction
which shows money owing to the base jurisdiction, the jurisdiction being billed shall remit
payment to the base jurisdiction as prescribed by P1040.

IFTA Full Track Final Ballot Proposal
#3-2014

April 16, 2014

Page 6 of 36



154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204

Should a licensee fail to remit payment in full on or before the due date established by the base
jurisdiction, the base jurisdiction may choose one of the following options in remitting audit funds

to affected member jurisdictions:

Option 1
The base jurisdiction may remit any additional money owed by a licensee to affected member

jurisdictions when payment is received. Upon receipt of a partial payment, the base jurisdiction

must remit the payment on a pro-rata basis to affected member jurisdictions by the last day of the
month following the month in which payment is received from the licensee. Credits due the
licensee from one or more affected member jurisdictions shall be considered a payment made by
the licensee. Total credits due the licensee and actual payments made by the licensee shall be
allocated to each affected member jurisdiction owed based on the following formula:

Credits and/or
Net Amount Due a Jurisdiction X Payments Available
Total Amount Due all Jurisdictions to allocate

Any audit liability identified by the base jurisdiction but not previously remitted by the base
jurisdiction to the affected member jurisdictions, and which is deemed to be uncollectible for one

or more of the reasons stated in the IFTA Procedures Manual Section P1060.200.010, must be
reported to the affected member jurisdictions as such within 60 days of the after the uncollectible
determination.

Option 2
The base jurisdiction may make payment of an audit liability in full to each

affected member jurisdiction. If all or a portion of the funds originally remitted to the affected
member jurisdictions is subsequently deemed uncollectible for one or more of the reasons stated
in the IFTA Procedures Manual Section P1060.200.010, the base jurisdiction will be entitled to a
refund of money previously remitted. If a portion of the money previously remitted is deemed to
be uncollectible, the amount of the refund due from each affected member jurisdiction shall be
calculated on a pro-rata basis applying the same formula set forth in Option1. Such refund shall
be made by an adjustment to a future monthly transmittal. Adjustments made to previously
remitted audit results deemed to be uncollectible must be indicated as such on the transmittal.

R1390 AUDIT APPEALS

The base jurisdiction shall provide a licensee at least 30 calendar days from the date the licensee
is notified of the findings of an audit or a re-examination to file a written appeal of the audit or
reexamination with the base jurisdiction. Such an appeal shall proceed in accordance with the
administrative and appellate procedures of the base jurisdiction. Upon the conclusion of the
appeal process, the base jurisdiction shall notify all affected member jurisdictions of the results of

the appeal.

ARTICLE XV
MEMBERSHIP

*R1555 COMPLIANCE MATTERS

100 Dispute Resolution Process

Disputes concerning issues of compliance with the International Fuel Tax Agreement may
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be resolved pursuant to the IFTA Dispute Resolution Process. The IFTA Dispute Resolution
Process may be utilized to resolve only:

.015  Compliance matters where (i) the Program Compliance Review Process,
including follow-up and/or reassessment, has been completed; (ii) a Final
Determination Finding of Non-Compliance has been issued by the Program
Compliance Review Committee related to Sections R970, R1210, R1230, R1260,
R1270, R1370, R1380, P1040, A3406250 or A320260, and (iii) a
recommendation for initiation of a dispute from the Program Compliance Review
Committee has been approved by the member jurisdictions as defined in Article
R1555.300.

.200 Submission of a Final Determination Finding of Non-Compliance to the Membership
A Final Determination Finding of Non-Compliance issued by the Program Compliance
Review Committee related to Sections R970, R1210, R1230, R1260, R1270, R1370,
R1380, P1040, A250, or A260, shall be submitted to the membership to determine
whether a dispute will be initiated.
[ALL OTHER SECTIONS REMAIN UNCHANGED]

PROCEDURES MANUAL

P500 RECORDKEEPING

P510 RETENTION AND AVAILABILITY OF RECORDS

A licensee shall retain the records of its operations to which IFTA reporting requirements apply for
a period of four years following the date the IFTA tax return for such operations was due or was
filed, whichever is later, plus any period covered by waivers or jeopardy assessments.

A licensee must preserve all fuel and distance records for the period covered by the quarterly tax
returns for any periods under audit in accordance with the laws of the base jurisdiction.

On request, the licensee shall make such records available for audit to any member jurisdiction.

If the licensee's records are not maintained in the base jurisdiction and the base jurisdiction's
auditors travel to the location where records are maintained, the base jurisdiction may require the
licensee to pay the base jurisdiction’s reasonable per diem and travel expenses incurred by the
auditor or auditors in performance of an audit.

Following the expiration of the time within which an appeal or request for re-audit or
reexamination may be filed under R1360 and R1390, and except in cases of fraud, the findings of
an audit, re-audit, or reexamination shall be final as to all member jurisdictions and as to the
licensee audited.

Unless a waiver of the statute of limitations is granted by the licensee, no assessment for
deficiency or any refund shall be made for any period for which the licensee is not required to
retain records. A licensee’s request for refund shall extend the period for which records
pertaining to the refund must be retained until the request is granted or denied.
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In an IFTA audit, the burden of proof is on the licensee. The audit will be completed using the
best information available to the base jurisdiction.

P530 ADEQUACY OF RECORDS

The records maintained by a licensee under this article shall be adequate to enable the base
jurisdiction to verify the distances traveled and fuel purchased by the licensee for the period

under audit and to evaluate the accuracy of the licensee’s distance and fuel accounting systems
for its fleet.

The adequacy of a licensee’s records is to be ascertained by the records’ sufficiency and
appropriateness. Sufficiency is a measure of the quantity of records produced; that is, whether
there are enough records to substantially document the operations of the licensee’s fleet. The
appropriateness of the records is a measure of their quality; that is, whether the records contain
the kind of information an auditor needs to audit the licensee for the purposes stated in the
preceding paragraph. Records that are sufficient and appropriate are to be deemed adequate.

Provided a licensee’s records are adequate under this definition, the records may be produced
through any means, and retained in any format or medium available to the licensee and
accessible by the base jurisdiction. If records are presented in a format or in @a manner in which
the base jurisdiction cannot audit them, they have not been made available as required.

Licensee records which do not contain all of the elements set out in P540, P550 and P560 may
still, depending on the sufficiency and appropriateness of the records and of the licensee’s
operations, be adequate for an audit.

P530——NON-COMPLIANCE
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P540 DISTANCE RECORDS

.100

Distance records produced by a means other than a vehicle-tracking system that

.200

substantially document the fleet's operations and contain the following elements shall be

accepted by the base jurisdiction as adequate under this article:

.005 the beginning and ending dates of the trip to which the records pertain

.010 the origin and destination of the trip

.015 the route of travel

.020 the beginning and ending reading from the odometer, hubodometer, engine
control module (ECM), or any similar device for the trip

.025 the total distance of the trip

.030 the distance traveled in each jurisdiction during the trip

.035 the vehicle identification number or vehicle unit number

Distance records produced wholly or partly by a vehicle-tracking system, including a

.300

system based on a global positioning system (GPS):

.005 the original GPS or other location data for the vehicle to which the records
pertain

.010 the date and time of each GPS or other system reading, at intervals sufficient to
validate the total distance traveled in each jurisdiction

.015 the location of each GPS or other system reading

.020 the beginning and ending reading from the odometer, hubodometer, engine
control module (ECM), or any similar device for the period to which the records
pertain

.025 the calculated distance between each GPS or other system reading

.030 the route of the vehicle’s travel

.035 the total distance traveled by the vehicle

.040 the distance traveled in each jurisdiction

.045 the vehicle identification number or vehicle unit number

A licensee’s reporting of distance may deviate slightly from a calendar quarter basis

rovided that:

.005 the beginning and ending dates of the licensee’s reported distance reflects a
consistent cut-off procedure,

.010 the deviations do not materially affect the reporting of the licensee’s operations,

.015 the deviations do not materially delay the payment of taxes due,

.020 the cut-off dates for both distance and fuel are the same, and

.025 the base jurisdiction can reconcile the reported distance for the period through

audit.
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P550 FUEL RECORDS

100

The licensee shall maintain complete records of all motor fuel purchased, received, or

110

used in the conduct of its business, and on request, produce these records for audit. The
records shall be adequate for the auditor to verify the total amount of fuel placed into the
licensee’s qualified motor vehicles, by fuel type.

Retail fuel purchases include all those purchases where a licensee buys fuel from a retail

.200

station or a bulk storage facility that the licensee does not own, lease, or control.

The base jurisdiction shall not accept, for purposes of allowing tax-paid credit, any fuel

.210

record that has been altered, indicates erasures, or is illegible, unless the licensee can
demonstrate that the record is valid.

The base jurisdiction shall not allow tax-paid credit for any fuel placed into a vehicle other

.220

than a qualified motor vehicle.

The base jurisdiction shall not allow a licensee credit for tax paid on a retail fuel purchase

unless the licensee produces, with respect to the purchase:

.005 a receipt, invoice, or transaction listing from the seller,

.010  a credit-card receipt,

.015 atransaction listing generated by a third party, or

.020 an electronic or digital record of an original receipt or invoice.
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.300 For tax-paid credit, a valid retail receipt, invoice, or transaction listing must contain:
.005 the date of the fuel purchase
.010 the name and address of the seller of the fuel (a vendor code, properly identified,
is acceptable for this purpose)
.015 the quantity of fuel purchased
.020 the type of fuel purchased
.025 the price of the fuel per gallon or per liter, or the total price of the fuel purchased
.030 the identification of the qualified motor vehicle into which the fuel was placed
.035 the name of the purchaser of the fuel (where the gqualified motor vehicle being
fueled is subject to a lease, the name of either the lessor or lessee is acceptable
for this purpose, provided a legal connection can be made between the
purchaser named and the licensee)
400 The licensee shall retain the following records for its bulk storage facilities:
.005 receipts for all deliveries
.010  quarterly inventory reconciliations for each tank
.015 the capacity of each tank
.020 bulk withdrawal records for every bulk tank at each location
.500 The base jurisdiction shall not allow a licensee tax-paid credit for fuel withdrawn by the
licensee from its bulk fuel storage facilities unless the licensee produces records that
show:
.005 the purchase price of the fuel delivered into the bulk storage includes tax paid to
the member jurisdiction where the bulk storage is located, or
.010 the licensee has paid fuel tax to the member jurisdiction where the bulk storage
is located.
.600 The licensee shall produce for audit records that contain the following elements for each
withdrawal from its bulk storage facilities:
.005 the location of the bulk storage from which the withdrawal was made
.010 the date of the withdrawal
.015  the quantity of fuel withdrawn
.020 the type of fuel withdrawn
.025 the identification of the vehicle or equipment into which the fuel was placed
.700  When alternative fuels are purchased or stored in bulk, these same requirements shall
apply, in so far as they are practicable. In instances where, with respect to an alternative
fuel, a licensee cannot practicably comply with these requirements, the licensee must
maintain records that fully document its purchase, storage, and use of that alternative
fuel.
.800 Alicensee’s reporting of fuel may deviate slightly from a calendar quarterly basis

provided that:

.005 the beginning and ending dates of the licensee’s reported fuel reflects a
consistent cut-off procedure,
.010 the deviations do not materially affect the reporting of the licensee’s
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operations,
.015 the deviations do not materially delay the payment of taxes due,
.020 the cut-off dates are the same for distance and fuel, and
.025 the base jurisdiction can reconcile the fuel reported in the period through audit.
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P560 SUMMARIES

A monthly summary of the fleet’s operations reported on the corresponding quarterly tax return that

includes the distance traveled by and the fuel placed into each vehicle in the fleet during the quarter, both

in total and by jurisdiction, may be necessary for the efficient audit of the licensee’s records. The licensee

shall make such summaries available for audit upon due notice and demand by the base jurisdiction.

P570 INADEQUATE RECORDS ASSESSMENT

.100

If the base jurisdiction determines that the records produced by the licensee for audit do

not, for the licensee’s fleet as a whole, meet the criterion for the adequacy of records set
out in P530, or after the issuance of a written demand for records by the base jurisdiction,
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.200

the licensee produces no records, the base jurisdiction shall impose an additional
assessment by either:

.005 adjusting the licensee’s reported fleet MPG to 4.00 or 1.70 KPL; or

.010 reducing the licensee’s reported MPG or KPL by twenty percent.

This section does not affect the ability of a base jurisdiction to disallow tax-paid credit for

fuel purchases which are inadequately documented, or, for cause, to conduct a best
information available audit which may result in adjustments to either the audited or
reported MPG or KPL, suspend, revoke, or cancel the license issued to a licensee.
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AUDIT MANUAL

INTRODUCTION
*A100
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817

818

819

820

821

822 Audit is a critical element of ensuring compliance with the International Fuel Tax Agreement

823 (IFTA). Under the provisions of IFTA, a member jurisdiction must audit, on behalf of all member
824 jurisdictions, the tax returns and supporting documents of licensees based in that jurisdiction. The
825 purpose of this manual is to set standards for auditors and member jurisdictions and to provide
826 quidance and procedures specifically for the performance of IFTA audits.

827

828 The Audit Manual is the basis used by the Program Compliance Review Committee (PCRC) in
829 evaluating a member jurisdiction’s compliance with the audit requirements as set forth in Article
830 Xl of the Agreement. When the Audit Manual uses the word “must” or “shall” in connection with
831 a procedure, this indicates an unconditional requirement for a member jurisdiction and a subject
832 for compliance review. The use of the word “should” in the Audit Manual also indicates a

833 requirement for a member jurisdiction, although one where noncompliance will be accepted if the
834 jurisdiction has documented the relevant circumstances and the reasons for not complying. In all
835 instances where deviation is required, the rationale to support the deviation must be documented
836 in the work papers.

837

838 *A200 GENERAL-AUDITING-AUDIT PROGRAM STANDARDS

839

840 Each member jurisdiction must use an audit program. An audit program provides for uniformity
841 and consistent application of audit procedures, serves as a training tool for new auditors, and
842 facilitates the review of the audit. An audit program does not preclude the use of auditor

843 judgment. Deviations from an audit program are acceptable if they are reasonable given the

844 audit circumstances.

845

846 A210 GENERAL-STANDARDS PROFICIENCY AND DUE PROFESSIONAL CARE

847

848 The audit is to be performed and the audit report prepared by a person or persons having

849 adequate technical training and proficiency in auditing, while exercising due professional care and
850 maintaining an objective state of mind.
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report
*A220 EXAMINATION-STANDARDS-AUDITOR INDEPENDENCE

The audit engagement, the audit organization and the individual auditor, whether government,
public or contracted by a member jurisdiction, must be free from personal, external, and
organizational impairments to independence, and must avoid the appearance of such
impairments to independence.

*A230 REPORTING-STANDARD PLANNING AND SUPERVISION

The base jurisdiction shall adequately plan and supervise audits, and shall maintain
documentation of such planning and supervision in the audit files. Documentation of these
factors, by way of example, include work papers showing analysis of reported figures,
observations regarding the licensee’s account, and records of communication between the
auditor and his or her supervisor. Documentation that the auditor's proposed audit results were
reviewed for accuracy and for compliance with IFTA requirements shall be included in the audit
file.

*A240 AUDITOR QUALIFICATIONS AND RESPONSIBILITIES

.100 Each member jurisdiction is responsible for the staffing of qualified auditors based on the
member jurisdiction’s personnel guidelines.

.200  Auditors should conduct themselves in @a manner promoting cooperation and good
relations with licensees and member jurisdictions.

.300 Auditors must give all licensees and member jurisdictions fair consideration.

.400 Each member jurisdiction must ensure its auditors maintain proficiency in IFTA auditing
by providing training opportunities through internal or external training sources.

.500 The auditor must make a reasonable attempt to verify information reported on the tax
returns.

A250 NUMBER OF AUDITS

Base jurisdictions will be held accountable for audits and will be required to complete audits of an
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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 of a single licensee that cover multiple

license years, fuel types, or both shall be counted as one audit for program compliance review

purposes.

A260 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

200

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.

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.

A300 IFTA-AUDITFING-STANDARDS AUDIT PROCEDURES

*A310 NUMBER OF-AUDITS PRELIMINARY AUDIT PROCEDURES

The purpose of performing preliminary audit procedures is to familiarize the auditor with the

licensee’s business and reporting history.

.100

The auditor must identify, and document in the audit file, the licensee’s vehicles operated

in the audit period, and vehicle characteristics that might affect the audit.
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.200

The auditor must identify, and document in the audit file, how the licensee obtains fuel,

.300

the types of fuel used, and the locations of any bulk fuel storage.

The auditor must analyze the licensee’s tax returns subject to audit, note trends or

variances, and document findings in the audit file.

*A320 SELECTHON-OF-AUDITS EVALUATION OF INTERNAL CONTROLS

The auditor must provide a summary description of the licensee’s distance and fuel accounting

systems. The auditor should compare the distance and fuel summaries provided by the licensee

to the tax returns, and document any differences. An example of the licensee’s records

examined by the auditor should be included in the audit file.

The auditor must:

.100

identify the records the licensee maintains to support the tax returns;

.200

attempt to determine if there have been changes in the licensee’s distance or fuel

.300

accounting procedures or operations during the audit period;

document the existence of any internal controls;

400

review and test the reliability of the licensee’s internal controls;

.500

determine if sampling techniques are appropriate based on the effectiveness of the

.600

internal controls.

When sampling, the reliability of the licensee’s internal controls should determine the

.700

degree to which the records are tested.

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

A330 SAMPLING AND PROJECTION

Unless a specific situation dictates, all audits will be conducted on a sampling basis.

.100 Sample period(s) must be representative of the licensee's operations.

.200 Sample period(s) may be different for member jurisdictions due to seasonal

operations.

When the summary information does not match information reported on the quarterly returns, the

auditor must attempt to determine the reason for the discrepancy. The auditor must also

determine whether to project the sample findings per the summaries or tax returns. It is generally

preferable to project to summary distance and fuel (corrected as necessary). The auditor must

document in the audit file and note in the audit report the conclusions made as to whether the

distance and fuel per summary or tax return has sufficient accuracy and reliability to be used in

sampling projections.

If the base jurisdiction utilizes a distance software program to verify the records of the licensee,

that software program shall be used as an audit tool for verification of reported distances.

A340 UNREPORTED DISTANCE

If the auditor discovers distance that was unreported, and cannot ascertain where that distance

was traveled, the distance shall be allocated using a rational and unbiased approach. The

reasoning for the approach must be documented in the audit file.

A350 AUDIT ADJUSTMENTS

.100  When records for the fleet as a whole are adequate for audit, the base jurisdiction shall

have the authority to adjust the MPG or KPL.

.200 In instances where the records for specific vehicles in the fleet under audit are

substantially impaired or missing, the base jurisdiction may make audit adjustments for

fuel and distance for those vehicles based on factors such as:

.005

Prior experience of the licensee;

.010

Licensees with similar operations;

.015

Other vehicles in the fleet with similar operations;

.020

Industry averages;

.025

Records available from fuel distributors or other third parties;

.030

Other pertinent information the base jurisdiction may obtain or examine;

.300 If the base jurisdiction determines that such factors as those in A350.200 fail to provide a

basis to support an audit adjustment, the jurisdiction may, for the specific vehicles at

issue, either
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1072

1073 .005 reduce the vehicle MPG or KPL by 20% or

1074

1075 .010 adjust the vehicle MPG to 4.00 or the KPL to 1.7.

1076

1077 .400 Nothing in this section shall affect the grant or denial of credits for tax-paid fuel in
1078 accordance with P550.

1079

1080 A360 REDUCTION TO TOTAL FUEL

1081

1082 The total fuel reported by a licensee shall only be reduced when there is clear proof, based on the
1083 records provided by the licensee, to support such a reduction and such proof is documented in
1084 the audit file. The absence of tax paid fuel receipts and a subsequent denial of tax-paid credits
1085 claimed does not, in and of itself, warrant a reduction to reported total gallons.

1086

1087 A400 PERSONNELQUALIFICATIONS AND RESPONSIBILIFIES AUDIT COMMUNICATIONS
1088

1089 All audit communication, both written and oral, must be documented in the audit file.
1090
1091
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1100
1101
1102
1103
1104
1105
1106
1107 A410 COMMUNICATIONS BETWEEN JURISDICTIONS

1108

1109 Jurisdictions may contact each other to obtain pertinent information in accordance with each
1110 jurisdiction’s disclosure policy.
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A420 NOTIFICATION

.100  The licensee should be contacted at least 30 days prior to the conduct of an audit.

Through the initial or subsequent audit contacts, the licensee must be advised of the

audit period, the type of records to be audited, and the proposed audit start date.

.200  The base jurisdiction may begin the audit within the 30 day notification period with

agreement from the licensee, or for just cause.

A430 REQUEST FOR RECORDS

The auditor must request the appropriate records to conduct an audit of the selected audit period.

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.

A450 CLOSING CONFERENCE

A documented closing conference should be held with the licensee during which any areas of

non-compliance, and any requirements and recommendations for improvement to the distance

and fuel accounting systems are discussed.

A460 AUDIT REPORT

An audit report, including a narrative and a billing summary documenting the audit, must be

prepared by the base jurisdiction and provided to the licensee and all affected member

jurisdictions. Where appropriate a checklist may serve this purpose. A copy of the audit report

must be kept in the audit file. The base jurisdiction should send the audit report to all affected

jurisdictions at the same time it sends the final report to the licensee. The audit report must

contain:

.100 General Information:

.005 Name of base jurisdiction

.010  Auditor's name

.015 Licensee’s name

.020 Licensee’s address

.025 Licensee’s phone (where required)
.030 Licensee’s representative

.035  Account number

.040 Fleet number (where applicable)
.045 USDOT number (where required)
.050  Audit Period

.055 Summary of licensee’s business operations

.060 Note trends or variances

.200 Summary of the Evaluation of Internal Controls:
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.005 Reliability of internal controls
.010 Strengths and weaknesses in internal controls

.015 Changes in the licensee’s accounting procedures during the audit period

.300 The opening and closing conference dates and attendees or reason why, if not held

.400 Sampling Methodology Information:

.005 Description of sampling methodology or reason sampling was not performed

.010 The periods and vehicles sampled

.500 Distance and Fuel Examination:

.005 Identify source documents used by the licensee to determine distance and fuel

.010 Identify the information in the source documents

.015 Describe procedures used to verify reported distance, fuel and MPG/KPL

.020 Explanation of distance and fuel adjustments
.025 Note any discrepancies between summaries and licensee’s tax returns
.030  Auditor’s evaluation of adequacy of records

.600 Summary:

.005 The report must indicate the procedures, findings, any requirements to become

compliant and any additional information deemed necessary.

.700 Billing Summary:

.005 Net distance adjustment in total;

.010 Net distance adjustment by jurisdiction;
.015 Net tax paid fuel purchases adjustment;
.020 MPG/KPL as reported:

.025 MPG/KPL as a result of audit;

.030 Net fuel tax adjustment per jurisdiction
.035 Reported tax by jurisdiction;

.040  Audited tax by jurisdiction;

.045  Penalty;

.050 Interest by jurisdiction; and

.055 total by jurisdiction.

A470 AUDIT FILE CONTENTS

In addition to a copy of the audit report and any pertinent post-audit communications concerning the

audit, Fthe audit file will shall contain;-but-retbe-limited-to; at least the following information:

100 Schedules

.005  Supplementary Schedules

Supplementary schedules shall provide additional detail corroborating the results
reflected in the Billing summary required in A460. These S schedules will shall
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.005

.010

contain,-butnetbe-limited-to,-schedules showing illustrate how the audited fuel

and distances were calculated and the computation of adjustment factors
determined from a sample, if applicable.

.200  Support Documentation

Detail Information

Information, in the form of schedules, working papers or examples that
documentis-decumentation-of-actual the records reviewedwhieh and support the
audit results. -Detaibinformation-includes,butis-rotlimited-to,-the-following; Such
information shall include detail of retail and/or bulk purchases, detail of bulk fuel
withdrawals, and analysis of trips audited, showing audited distance in total and
per jurisdiction. This-information-may-be maintained-on-a-werkpaper-or
electronically,-on-a-database-

Listing of Records Maintained

A listing of records, which maintained shall indicate what records are maintained
and-presented by the licensee and whether those records comply with the
Agreement.
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REVISIONS FOLLOWING THE FOURTH COMMENT PERIOD

Under A320, the word “must” has been replaced by the word “should”.
Previous language: “ An example of the licensee’s records examined by the auditor must be
included in the audit file.”

The sentence now reads: “An example of the licensee’s records examined by the auditor
should be included in the audit file.”

Under A320.600, the sentence was restructured.
Previous language:_“When sampling is appropriate, the auditor should determine the level of
testing according to the reliability of the licensee’s internal controls.”

The sentence now reads: “When sampling, the reliability of the licensee’s internal controls
should determine the degree to which the records are tested.”

Under A460, the word “final” has been added.
Previous lanquage: “The base jurisdiction should send the audit report to all affected
jurisdictions at the same time it sends the report to the licensee.”

The sentence now reads: “The base jurisdiction should send the audit report to all affected
Jurisdictions at the same time it sends the final report to the licensee.”
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