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Division of State Government Accountability

State of New York
Office of the State Comptroller

February 10, 2010

Mr. David J. Swarts
Commissioner
Department of Motor Vehicles
6 Empire State Plaza
Albany, NY 12228

Dear Mr. Swarts:  

The Office of the State Comptroller is committed to helping State agencies, public authorities 
and local government agencies manage government resources efficiently and effectively and, by 
so doing, providing accountability for tax dollars spent to support government operations.  The 
Comptroller oversees the fiscal affairs of State agencies, public authorities and local government 
agencies, as well as their compliance with relevant statutes and their observance of good business 
practices.  This fiscal oversight is accomplished, in part, through our audits, which identify 
opportunities for improving operations.  Audits can also identify strategies for reducing costs and 
strengthening controls that are intended to safeguard assets. 

Following is a report of our audit of Department of Motor Vehicles’ Oversight of Revenue Contracts.  
This audit was performed pursuant to the State Comptroller’s authority under Article V, Section 1 
of the State Constitution and Article II, Section 8 of the State Finance Law.

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers.  If you have any questions about this 
report, please feel free to contact us.

Respectfully submitted,

Office of the State Comptroller
Division of State Government Accountability

Authority Letter
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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

Audit Objectives

The objectives of our audit were to determine whether the Department of Motor Vehicles 
(Department) is maximizing all potential revenue opportunities, and monitoring its revenue 
contracts to ensure all entitled revenue is billed, collected, and promptly deposited in appropriate 
accounts.

Audit Results – Summary

The Department has six data files available for purchase by vendors.  Depending on the information, 
some of the data files can be purchased by multiple vendors. When vendors purchase the data files, 
they enter into revenue contracts with the Department. During the period April 1, 2006 through 
May 31, 2009, the Department received $5.7 million from 18 revenue contracts.

We found the Department did not use all available methods for maximizing revenue from these 
contracts, such as adjusting the amounts to reflect cost-of-living (Consumer Price Index) increases. 
Had it done this, it could have realized an additional $460,000 in revenue from the 18 contracts. 
In addition, when we reviewed the amounts the Department set in the contracts, we found that it 
actually decreased some of the prices for the data files and kept one at a constant amount.  

While the Department did receive payments, it did not bill any of its vendors once they entered into 
contracts. Therefore, the Department received most of the payments late. During our audit period, 
22 of the 38 payments were late, totaling 1,252 days late. The Department should have collected 
another $40,182 in interest on these late payments. Further, the Department did not deposit 14 of 
the payments in a timely manner. 

Our audit report contains three recommendations.

This report, dated February 10, 2010, is available on our website at: http://www.osc.state.ny.us
Add or update your mailing list address by contacting us at: (518) 474-3271 or
Office of the State Comptroller
Division of State Government Accountability
110 State Street, 11th Floor
Albany, NY 12236 

Executive Summary
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Introduction

The Department of Motor Vehicles (Department) maintains data files 
and sells them to vendors, who then make the data available to others 
for various uses. For example, the data is incorporated into the National 
Vehicle Database and is used for vehicle history reports, recall services, and 
statistical services.  Following are six data files available for purchase by 
vendors: 

• vehicle registration and title; 

• motorcycle registration and title; 

• boat registration and title;

• snowmobile registration;

• current inspections; and 

• reportable accidents.

Periodically, the Department issues Invitations for Bids (IFB) for vendors 
who want to purchase these data files. Depending on the information, some of 
the data files can be purchased by multiple vendors. When vendors purchase 
the data files, they enter into revenue contracts with the Department. Revenue 
contracts are agreements, such as concession contracts, vending contracts, 
sales of assets, etc., under which the State receives funds for property or 
services. The contracts specifically state the amount the Department is to 
receive. Some contracts require the vendors to make one-time payments 
at the inception of the contract, while others require quarterly payments 
throughout the contract period. The revenue is deposited into the State’s 
Dedicated Bridge and Highway Trust Fund for use on transportation-related 
capital and operating expenses. The Department is responsible for ensuring 
that all payments are collected and promptly deposited into the appropriate 
bank accounts.

During the period April 1, 2006 through May 31, 2009, there were 18 
contracts in effect. These contracts were awarded through three IFBs. 
During this time period, the Department received $5.7 million in payments 
from these 18 contracts.

Our audit determined whether the Department maximized all potential 
revenue opportunities and if it was monitoring its revenue contracts to 
ensure all entitled revenue is billed, collected, and promptly deposited in 

Background

Audit Scope and 
Methodology

Introduction
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appropriate accounts. Our audit period was April 1, 2006 through May 31, 
2009.  

To achieve our objective, we interviewed Department and selected contractor 
personnel. We also reviewed the contract revenue collection information 
submitted by the Department to the Office of the State Comptroller’s Bureau 
of Accounting Operations, as well as records maintained by the Department 
for its contract revenue collections.  We reviewed all 18 revenue contracts.  
In addition, we obtained information each contractor paid the Department.   
We reviewed the records of two of the contractors for data transfer logs and 
monthly reports.

We conducted our audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform our 
audits to obtain sufficient, appropriate evidence to provide a reasonable basis 
for our findings and conclusions based on our audit objectives.  We believe 
that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 

In addition to being the State Auditor, the Comptroller performs certain other 
constitutionally and statutorily mandated duties as the chief fiscal officer of 
New York State.  These include operating the State’s accounting system; 
preparing the State’s financial statements; and approving State contracts, 
refunds and other payments.  In addition, the Comptroller appoints members 
to certain boards, commissions and public authorities, some of whom have 
minority voting rights.  These duties may be considered management 
functions for purposes of evaluating organizational independence under 
generally accepted government auditing standards.  In our opinion, these 
functions do not affect our ability to conduct independent audits of program 
performance.
 
Our audit was performed pursuant to the State Comptroller’s authority as 
set forth in Article V, Section 1 of the State Constitution and Article II, 
Section 8 of the State Finance Law.

A copy of this report, in draft, was provided to Department officials for their 
review and comment.  Their comments were considered in preparing this 
final audit report, and are included at the end of this report.  Department 
officials agreed with certain aspects of our recommendations, and they 
disagreed with other aspects or indicated they were already implemented.  
Our rejoinders to the Department’s response are included as State 
Comptroller’s Comments at the end of this report.

Authority

Reporting 
Requirements
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Major contributors to this report include Carmen Maldonado, Robert 
Mehrhoff, Joel Biederman, Brandon Ogden, Jeffrey Dormond, Lauren 
Bizzarro, and Sue Gold.

Contributors to 
the Report
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Audit Findings and Recommendations

The Department has an obligation to ensure it collects all possible revenue 
from its contracts. We found the Department did not use all available 
methods for maximizing revenue. Had it done this, it could have realized 
an additional $460,000 in revenue. In addition, the Department should have 
collected another $40,182 in interest on late payments. 

The Department awards revenue contracts using IFBs. However, when we 
reviewed the IFBs, we noticed that some had minimum bids while others 
had a fixed amount set by the Department. Therefore, not all contracts were 
bid competitively, and the Department could not be sure it had received the 
maximum market price.

According to Department officials, in 2004, the Department researched 
vehicle data sales in ten states (Arizona, Arkansas, Florida, Hawaii, 
Missouri, Nebraska, Nevada, Texas, Virginia, and Washington) to determine 
if pricing in previous IFBs was commensurate with national standards.  The 
Department found that no national standard existed and methods for pricing 
varied greatly (one state did not charge while others charged per 1,000 or 
10,000 records). Based on the research, the Department chose to adhere 
to the bidding structure, using minimum bids from the previous IFB as a 
starting point. 

The Department has not consistently adjusted the amounts in the IFBs 
to reflect cost-of-living (Consumer Price Index) increases.  Department 
officials did not explain why increases were not built into these contracts.  
Using 2004 as a base, if the Department had adjusted its 2006 and 2008 
IFBs to reflect Consumer Price Index increases, it would have realized at 
least an additional $460,000 from these 18 contracts. 

For example, the inspection data file price increased 25 percent from 2000 
to 2004.  However, the price of the file has not increased since 2004. Further, 
the price of the vehicle registration and title file increased 18 percent from 
2002 to 2004. However, the price remained the same through the 2006 
contract that expired in 2008.  

Department officials advised us that one contract price did increase. 
However, the increase was not because of the Consumer Price Index, but 
rather because the Department provided additional data. As a result of its 
pricing strategy, the Department may be missing opportunities to increase 
its revenues. Department officials stated they will review any changes to the 
data that would require or allow them to alter the pricing (i.e., the inclusion 

Maximizing 
Revenue

Audit Findings and Recommendations
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of new data elements, more data, or changes for the convenience of the 
contractors).  They also stated that when minimum bids were not increased 
from the previous IFB, then the Department may propose an incremental 
price increase, with the advice of the Department’s Budget office, “to offset 
the erosion of value due to inflation.”  

In addition, our review of the amounts the Department set in the contracts 
shows that it actually decreased some of the prices for the data files and kept 
one at a constant amount.  For example:  

• The boat registration file price decreased 56 percent from 2000 to 2008.  
In 2000, the contract was awarded to one vendor at $100,001, but has 
been awarded to multiple vendors since 2002 for $44,000 ($22,000 per 
vendor). 

• The motorcycle registration file price decreased 36 percent since 2000.  
In 2002, the price increased by $10,000 when it was awarded to mul-
tiple vendors, and decreased in 2004 by $28,000 when it returned to a 
single vendor. 

• The reportable accident file has remained at the same price since first 
being offered in 2006. 

The Department should use all available methods for maximizing revenue 
including Consumer Price Index rates.

Late Payments

Good accounting practices dictate that the Department has a method for 
ensuring all revenue is accurately billed, collected and deposited in a timely 
manner. 

The Department does not bill any of its vendors once they enter into contracts. 
Once the Department receives payments, it records the payment date and 
amount, and then forwards the check, along with required documentation, 
to the Division of the Treasury for deposit and to the Office of the State 
Comptroller for Central Accounting System entry. We reviewed the 
payments made for the 18 revenue contracts and the Department’s oversight 
of the payment process. We found that while they collected and deposited 
all of the payments, some of the payments and deposits were not timely.

The Department does not track the payments for timeliness; it tracks 
payments only to determine if the total contract amount was paid.  During 
our audit period, 22 of the 38 payments were late, totaling 1,252 days late. 
The Department’s revenue contracts do not include provisions for interest 
charges for late payments. However, the State Finance Law requires State 
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agencies to collect interest on late payments in accordance with rates set 
by the State Department of Taxation and Finance.  Based on the rates set 
by the State Department of Taxation and Finance, we estimate that the 
Department should have collected a total of $40,182 in interest on these 22 
late payments. 

The Department also does not utilize the remedies available to it in the 
contracts. For example, the Department has the right to issue a notice of 
default if payments are not received within five days of the due date. After 
another 30 days, the Department, at its sole discretion, can suspend all data 
updates or file transmissions until such payments are made.  If payments are 
60 days late, the Department can issue another notice of default, giving the 
contractor 10 days to cure the default before the Department declares the 
contract null and void.  Although we identified late payments, the Department 
has never issued a notice of default nor has it stopped the transmission of 
data.  Department officials did not explain why these remedies were not 
employed. One contractor stated that more payments might be timely if it 
were billed quarterly to remind it that payment is due.

Further, we note that all of eight contracts awarded from one of the IFBs 
issued in 2006 expired in late 2008. However, the Department did not issue 
another IFB until after the expiration date. As a result, the eight contracts 
were not in place until May 26, 2009.  However, contractor records show 
that the Department continued to transmit data while awaiting approval of 
the new contracts.  

We also found that the Department was not depositing checks timely. 
Fourteen of the 38 payments were not deposited by the Department within 
21 days, including 2 that were deposited 127 days after receipt. The Office 
of the State Comptroller’s Contracts Unit suggests that the Department 
should place the funds into a separate account until a contract is approved, 
then return any interest earned on that money to the contractor.  While 
there is a mechanism in place for tracking the collection and deposit of 
checks, the Department does not use it to ensure payments and deposits are 
timely. Not depositing checks timely increases the risk that funds may be 
misappropriated or lost.
 
1. Maximize revenue by establishing contract prices either through com-

petitive bidding or analysis of market demand, Department expenses, or 
vendor sales.  Adjust prices over time to reflect changes in the cost-of-
living (Consumer Price Index).

(Responding to our draft audit report, Department officials indicated they      
do analyze the market when establishing contract amounts. They added 

Recommendations
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that CPI is also examined, but they do not want to rely too heavily on CPI 
because it fluctuates.)  

Auditors Comments:  We found no written support that showed precisely 
how the Consumer Price Index was used to establish contract amounts.

2. Monitor and administer revenue contracts by taking steps to improve the 
effectiveness of the Department’s efforts.  These steps should include:

• Tracking contract payments for timeliness.

• Billing contractors in advance or sending payment reminders to 
vendors.

• Using contract terms to encourage prompt payment such as issuing 
notices to inform contractors that payments are late, or ceasing the 
transmission of data until payments are received.

• Adding terms to new contracts requiring the payment of interest on 
late payments. 

• Issuing IFBs with sufficient lead time so that new contracts are in 
place before the old ones expire.

(Department officials indicate steps have been or will be taken to address 
the recommendation.)

3. Deposit checks timely, even when they are associated with contracts 
that have not yet been formally approved.

(Department officials indicate that they will implement this recommendation 
once they have received official Office of the State Comptroller policy 
supporting it.)

Auditors Comments: Checks should be deposited upon receipt when they 
represent payments for services provided by the Department.)

Once contractors enter into revenue contracts for data files, the Federal 
Driver Privacy Protection Act requires them to maintain payment records, 
data transfer dates and a listing of buyers that purchased the data. Contractors 
are required to submit monthly reports of registration and title data to the 
Division of Budget and the Department of Transportation. 

Contractor 
Compliance
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We sampled 2 of the 18 revenue contracts totaling $3.25 million to 
determine whether contractors complied with record keeping and reporting 
requirements.  We found that both contractors complied with the Driver 
Privacy Protection Act and submitted the required monthly reports of 
registration and title data to the Division of Budget and the Department of 
Transportation. 
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Agency Comments

Agency Comments
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*  

Comment  
1

 
*See State Comptroller’s Comments, page 25
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*  

Comment  
2

* See State Comptroller’s Comments, page 25 
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*  

Comment  
3

*See State Comptroller’s Comments, page 25 
 



24
       

Office of the New York State Comptroller



                                     
Division of State Government Accountability    25

State Comptroller’s Comments

1. We acknowledge that the Department shared its methodology for setting prices, and that 
specific market factors may influence prices differently than the overall Consumer Price 
Index.  For some of the lower-demand files, this appears to explain the price decreases we 
cite in the report.  However, we found no written support that showed precisely how the 
Department considered cost-of-living price increases especially for its Vehicle Registration 
and Title file which by far is the most valuable information commodity marketed by the 
Department. Moreover, the demand for this file appears consistent as the same two bidders 
have obtained the file over several bid cycles. Adjusting the contract amount on this file 
to reflect the Consumer Price Index accounts for over $410,000 of the $460,000 we cite 
in the report as potential additional revenue. As the Department points out, the Consumer 
Price Index rose 13.2 percent over the period from 2004 to 2008.  Our audit calculation of 
savings was based on applying the increases in this period to the invitations for bids during 
this period. 

2. We do not understand the conundrum. The Department continued to incur costs and to de-
liver the data files as if the original contract was in effect. In addition, the vendor continued 
to take possession of and use the files. Therefore, the Department should have continued 
obtaining (and depositing) payments as if the original contract remained in effect. Defer-
ring these payments resulted in lost interest to the Department and the State. 

3. We maintain that our report observation about Invitations for Bids being issued after exist-
ing contracts expired is accurate. With regard to the Department’s observation that taking 
up to two months to review and approve a contract was an unusually long approval time 
that contributed to the timeliness issue, it should be noted that agencies are advised that the 
review process can take up to 90 days. 

State Comptroller’s Comments


