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EXECUTIVE SUMMARY

Backaround

The Department of Finance (DOF) administers and enforces New Y ork
City business, property, and excise tax laws; collects these taxes; educates the
public about its rights and responsibilities in order to promote voluntary
compliance; responds to requests from the public for information and assistance;
and protects the confidentiality of tax returns. DOF also collects parking ticket
fines, provides a forum for contesting these fines, and handles the final-stage
collection efforts on Environmental Control Board cases.

The Environmental Control Board (ECB) of the Department of
Environmental Protection makes the initial efforts to collect penalties for Notices
of Violations (NOVs) issued by City agencies such as the Departments of
Sanitation, Transportation, Police, Health, Buildings, Fire, and Environmental
Protection. After providing aforum for contesting these NOV's and mailing at
least two request-for-payment notices (called dunning notices) to the respondents,
ECB forwards the cases to DOF for final penalty collection efforts. DOF has
handled final-stage collection efforts on ECB cases since July 1996.

Upon the receipt of ECB cases on a computer tape, DOF procedures
require a computer-system-generated mailing of at least one dunning notice,
followed by an effort to contact the respondent by phone, an attempt to identify
the respondent’ s assets, and areferral, if appropriate, to the DOF legal affairs unit.
Depending on the nature of the case, the legal affairs unit then either initiates an
execution of the judgment by the Sheriff’s Office or a docketing of the case in
court by the City Law Department.

In Fiscal Year 2001, DOF collected about $1.9 million in revenue on ECB
cases. The DOF collections unit for ECB cases consists of five full-time

employees.



Obj ectives

The objectives of the audit were to review the effectiveness of DOF's
collection efforts on ECB cases and to determine whether DOF is referring or
selling older ECB cases to private collection agencies as was recommended in an
earlier audit.

Scope and M ethodology

On January 25, 2000, we issued an audit report (Audit Report on the Case
Processing Practices of the Department of Environmental Protection’s
Environmental Control Board, MG99-082A) that focused primarily on the case
processing and penalty collection efforts of the ECB. Although most of the
recommendations in the report were addressed to ECB, it also recommended that
the Department of Finance refer or sell older ECB cases to private collection
agencies. The report also recommended that ECB and DOF prepare a written
agreement delineating each agency’ s responsibilities for collecting ECB case
penalties and that DOF provide reports to ECB on the results of DOF collection
efforts. This audit report follows up on the specific recommendations relating to
DOF made in the previous report and reviews the DOF penalty collection efforts
on ECB cases collectible during Fiscal Y ear 2001.

In conducting this audit, we interviewed DOF officials and employees
involved with efforts to collect ECB case penalties and reviewed DOF' s written
procedures for these efforts and other relevant documentation, including reports,
contracts, agreements, case files, and database printouts. We also examined a
random sample of 150 ECB cases of the 17,436 cases forwarded by ECB on
computer tapes to DOF during Fiscal Year 2001. We reviewed information on
these cases in the ECB Adjudication Information Management System (AIMYS)
and in the DOF Computer-Assisted Collection System (CACS).

This audit was conducted in accordance with Generally Accepted
Government Auditing Standards (GAGAYS) and included tests of records and other
auditing procedures considered necessary. This audit was performed in accordance
with the City Comptroller’s audit responsibilities as set forth in Chapter 5, 8 93, of
the New York City Charter.

Resultsin Brief

The Environmental Control Board has reported that the Department of
Finance collected about $8 million on ECB cases from July 1996 (when DOF
assumed responsibility for final-stage collection efforts) through Fiscal Y ear
2001. DOF has also addressed two of the three recommendations made in our
previous audit report on ECB that related to DOF. As recommended in the
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previous audit, DOF and ECB have prepared a written agreement delineating each
agency’s penalty collection responsibilities, and DOF has begun to provide
reports to ECB on the cases it receives from ECB and on some of the results of its
collection efforts.

However, DOF has not serioudy addressed the most important
recommendation of the previous audit, that it refer or sell its older ECB casesto a
private collection agency. Thisaudit has also identified several other significant
concerns about DOF s collection efforts, which are discussed below.

DOF Collection Effortson a
L arge Proportion of its ECB Cases
Have Been Minimal

DOF has made minimal collection efforts on alarge proportion of its ECB
cases. We estimate that an enhanced collection effort could help the City collect
$26.2 million in additional revenue.

There are three types of cases that the ECB sends to DOF for final-stage
penalty collection efforts. These include AVPS, BARAMIS, and manual cases.
The acronyms “AVPS’ and “BARAMIS’ refer to computer systems that ECB
used until July 1999 to track most of its cases. Although these systems were
replaced by the AIMS system, the acronyms are still used to distinguish cases that
do not require corrective action by the respondent (the AV PS cases) from those
that do require such action (the BARAMIS cases). Manual cases are those that
are not tracked by AIMS and for which ECB mails documentation to DOF.

Although ECB could forward computer tapes on AV PS cases, DOF
officials have informed us that they do not request such tapes because they do not
have enough staff to work on the AVPS cases. DOF's decision to virtually ignore
AVPS cases means that DOF made almost no effort to collect more than $452
million in AVPS case penalties. DOF did not work on $80 million owed in
docketed AV PS cases that were received during Fiscal Y ear 2001; nor did it work
on $372 million owed in docketed AV PS cases that were more than one year old
and still collectible during Fiscal Y ear 2001. If we assume conservatively that 10
percent of the current AV PS cases, or $8.0 million (10% of the $80 million
owed), could have been collected through a concerted effort by DOF, and that
three percent of the older AVPS cases, or over $11.1 million (3% of the $372
million owed), could have been collected, we estimate that at least $19.1 million
owed in docketed AV PS cases could have been collected during Fiscal Y ear
2001.

DOF works primarily on current BARAMIS cases. Cases that are more
than one year old are generally placed automatically in an inactive status within
CACS. The magjority of the 17,436 BARAMIS cases that DOF received from
ECB during Fiscal Year 2001, with atotal value of about $36 million, had not

ES-3



been worked on by DOF as of January 16, 2002 (the first day we had access to
CACS). We randomly selected and reviewed 150 of these cases and found that
DOF staff did not work on over 68 percent of them.

The DOF staff that works on ECB case collections informed us that if they
worked on a case, there would be a note to that effect in CACS. We reviewed the
CACS system for any evidence that the DOF ECB case collections staff had
worked on these cases, such as notations in CACS that they had attempted to call
or locate a respondent, had received a call from a respondent, or had attempted to
locate assets upon which alevy or alien could be imposed. We found notesin
CACS of staff action or an indication in AIMS that the case had been resolved for
only 47 (31.33%) of the 150 cases we reviewed. There were no paper filesto
review for these 150 cases.

Based on our review of these 150 cases, we project that DOF did not work
on 11,973 unresolved BARAMIS cases, or 68.67 percent of the 17,436
BARAMIS cases forwarded by ECB to DOF during Fiscal Year 2001.1 We
estimate that the value of the unresolved and unworked Fiscal Y ear 2001
BARAMIS cases was, therefore, about $24.7 million (68.67% of the $36 million
in Fiscal Year 2001 BARAMIS pendlties). If we assume conservatively that 10
percent of the unresolved and unworked Fiscal Year 2001 BARAMIS cases could
have been collected with a more substantial effort by DOF, then we estimate that
over $2.4 million in additional BARAMIS penalties could have been collected
during Fiscal Year 2001.

In addition, by not working on the older BARAMIS cases, DOF is
ignoring $158 million in penalties ($151 million in docketed cases and $7 million
in undocketed cases). If we assume conservatively that three percent of the older
BARAMIS cases could have been collected with an enhanced effort by DOF, then
we estimate that over $4.7 million in additional BARAMI S case penalties (3% of
$158 million) could have been collected on these cases during Fiscal Y ear 2001.

If we add the additional potential revenue estimates noted above of
approximately $8.0 million in current AVPS penalties, $11.1 million in older
AVPS penalties, $2.4 million in current BARAMIS penalties, and $4.7 million in
older BARAMIS pendlties, we derive a conservative estimate of $26.2 million in
additional ECB case penalties that could have been collected with a more
substantial effort by DOF during Fiscal Year 2001. This estimate is based on
DOF expanding its own collection efforts on ECB cases. The following section
discusses the potential revenue that could be obtained if DOF referred the older
cases to a private collection agency.

We are 95 percent confident (+/- 7.39% precision) that DOF took no action on 11,973 (68.67%)
of the 17,436 BARAMIS cases that DOF received from ECB during Fiscal Year 2001. In other
words, we believe that the actual number of Fiscal Y ear 2001 BARAMIS cases with a balance due
that DOF did not work on lies between 10,684 cases (61.28%) and 13,261 cases (76.06%) of the
population of 17,436 cases.
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DOF Has Not Awar ded
an ECB-Case-Specific Contract
for Collection Effortson Older ECB Cases

In our audit report on ECB issued on January 25, 2000, we recommended
that DOF “develop and implement a plan to refer and/or sell these [older ECB]
cases to private collection agencies.” However, not only has DOF not worked on
most of these older cases, but DOF has aso not awarded an ECB-case-specific
contract on these cases to a private collection agency. DOF has included a
provision in contracts being awarded to support its Parking Violations Bureau and
tax warrant collection efforts that would permit DOF to also refer “other
judgments” to the contractors. However, this provision is clearly peripheral to the
main purpose of these contracts and does not specifically refer to ECB cases. A
contract that is awarded specifically for the collection of older ECB cases would
likely be much more successful in improving the City’s ECB case collection
efforts. Alternatively, DOF could sell these older cases to a collection agency for
alump sum.

Since DOF itself takes little or no action on older ECB cases, by not
referring these cases to collection agencies, DOF is essentially abandoning all
efforts to obtain this revenue for the City. If we assume conservatively that a
private agency could have collected three percent of the $372 million in AVPS
cases and the $158 million in BARAMIS cases that were more than one year old,
then at least $15.9 million (3% of $530 million) could have been collected on
these cases during Fiscal Year 2001. Even after providing the contractor a 20
percent commission on this amount, the City still could have realized $12.7
million in additional revenue.

Table | presents our estimates on the potential revenue that DOF could

collect either by enhancing its own collection efforts or by awarding an ECB-
case-specific contract to a private collection agency.
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Tablel

Summary of Potential Revenue

Category of Total Estimated Revenue | Estimated Revenue
Uncollected Uncollected | through Enhanced | through Enhanced
Revenue Revenue DOF Efforts DOF Efforts Plus
Use of Collection
Agency
1 Current AVPS $80 million $3 millior” Same
2 Older AVPS $372 million $11.1 million” $8.9 million’
3 | Current BARAMIS | $24 million $2.4 million® Same
4 Older BARAMIS | $158 million $4.7 millior® $3.8 million’
Total $634 million $26.2 million $23.1 million

@ Based on an estimate that 10 percent of the total uncollected revenueis collectable.
P Based on an estimate that three percent of the total uncollected revenueis collectable.

€ Based on a collection commission rate of 20 percent being applied to the estimated revenue for
this category.

The CACS System Data on ECB Cases
Are Not Consstently Updated

DOF Computer-Assisted Collection System data are not consistently
updated to include BARAMIS case status changes noted in the ECB AIMS
system. DOF officias informed us that they regularly receive computer tapes
from ECB that contain updates on the status of ECB cases previously forwarded
to DOF. The updates provide information on case status changes, such as the
respondent having paid the penalty on a case, the violation having been dismissed,
or a case having been docketed.?

In our review of 150 randomly-selected BARAMIS cases, there were 17
instances in which ECB’s AIM S showed that the respondent had paid the penalty
or that the violation had been dismissed subsequent to the case having been
referred to DOF, but for those 17 cases, DOF' s CACS still stated that the penalty
was outstanding. The range of time from the dates indicated in AIMS that the
respondents paid these penalties or that these violations were dismissed, to the
dates on which we checked the corresponding information for these casesin
CACS was from three to 16 months. Therefore, there was ample time for this
information to have been updated in CACS. Outdated information in CACS can
confuse respondents if they receive dunning notices from DOF after they paid the
penalty or after the violation was dismissed. Such information can also create

%A docketed case is one in which there has been a recording of a legal judgment against a

respondent in court. Only docketed cases can be legally enforced. Docketing permits such actions
asthe placement of alevy or alien on arespondent’s property.
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inefficiencies in DOF to the extent that its staff works on cases that have aready
been resolved.

There were al'so 67 instances in which ECB’s AIM S showed that the case
had been docketed subsequent to the case being referred to DOF, but for which
DOF' s CACS still indicated that the case was undocketed. The range of time,
from the dates shown in AIMS that the cases were docketed to the dates on which
we checked the corresponding information in CACS for these cases, was from
five to 27 months. Therefore, there was ample time for this information to have
been updated in CACS. The failure to update CACS to show that cases have been
docketed subsequent to referral to DOF is particularly significant because the
DOF ECB case collections unit staff informed us that they are much more likely
to work on a docketed case than on an undocketed one.

DOF Has Not Consistently M ailed
Dunning Notices to Respondents

DOF officias informed us that after the agency receives a BARAMIS case
from ECB, the respondent is mailed two dunning notices for a docketed case and
one dunning notice for an undocketed case (in addition to the dunning notices
already sent by ECB). DOF's contractor handles this responsibility. The only
evidence that the notices have been sent are case entries in CACS showing the
dates the notices were sent. Of the 150 randomly-selected BARAMIS cases we
reviewed, there was no evidence in CACS that the required notices had been sent
for 107 (71%) of the 150 cases. Therefore, there is no evidence that an important
procedure in the DOF ECB case collection efforts is being followed or that the
contractor is meeting its responsibility for mailing dunning notices.

Recommendations

The audit resulted in eight recommendations, including the following six:
The Department of Finance should:

Request, obtain, and review computer tapes from ECB containing AVPS
Cases.

Initiate a substantial effort to collect payments on AVPS cases.

Significantly enhance its efforts to review and collect payments on BARAMIS
Ccases.

Award a contract that specifically involves the referral of older ECB cases for

further collection efforts. Alternatively, DOF could sell these older casesto a
collection agency for a lump-sum.
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Periodically review a sample of ECB casesin ECB’s AIMS and DOF s CACS
to determine whether it is receiving updated case information from ECB in a
timely manner and whether DOF' s contractor is properly downloading this
information into CACS.

Periodically review a sample of ECB cases in CACS to determine whether the
contractor is mailing dunning notices as required.

DOF Response

The matters covered in this report were discussed with DOF officias during
and at the conclusion of thisaudit. A preliminary draft report was sent to DOF
officialson April 25, 2002 and discussed at an exit conference held on May 8, 2002.
On May 23, 2002, we submitted a draft report to DOF officials with arequest for
comments. We received a written response from DOF on June 7, 2002.

In its response, DOF stated that it “agree[s] with the draft audit’'s main
conclusion that the collection rate on ECB debt has been unacceptably low.”
DOF aso stated that “the draft contains useful observations and recommendations
that will help Finance improve its efforts to collect delinquent ECB debt” and that
it “agree[s] with most of the draft audit’s specific recommendations.” However,
citing “the poor quality of ECB debt,” DOF questioned our estimate that $26.2
million could be collected through an enhanced DOF collection effort on these
cases. Nonetheless, DOF stated that it is “optimistic that Finance, working
closely with ECB, can boost the collection rate and significantly increase ECB
revenue.” DOF stated that it will “work with ECB to improve the enforceability
of itsfines, in part by applying some of the strategies that Finance has used to
improve the enforceability of parking fines. For example, we will provide more
feedback to issuing agencies in cases where the information necessary to enforce
summonses has not been properly recorded.”

The full text of DOF s comments is included as an Addendum to this report.

ES-8



Table of Contents

INTRODUCTION

Background

Objectives

Scope and Methodology

DOF Response

FINDINGS AND RECOMMENDATIONS
DOF Collection Efforts Have Been Insufficient

DOF Collection Efforts on aLarge Proportion
of its ECB Cases Have Been Minimal

DOF Has Not Awarded an ECB-Case-Specific Contract
for Collection Efforts on Older ECB Cases

CACS System Data on ECB Cases Are Not Consistently Updated
DOF Has Not Consistently Mailed Dunning Notices to Respondents

ADDENDUM

NDNDN P

10

11



The City of New York
Office of the Comptroller
Bureau of Management Audit

Audit Report on the Department of Finance's
Collection of Penalties I mposed in
Environmental Control Board Cases

MGO02-118A

INTRODUCTION

Backaround

The Department of Finance (DOF) administers and enforces New York City business,
property, and excise tax laws; collects these taxes, educates the public about its rights and
responsibilities in order to promote voluntary compliance; responds to requests from the public
for information and assistance; and protects the confidentiality of tax returns. DOF aso collects
parking ticket fines, provides a forum for contesting these fines, and handles the final-stage
collection efforts on Environmental Control Board cases.

The Environmental Control Board (ECB) of the Department of Environmental Protection
makes the initial efforts to collect penalties for Notices of Violations NOVs) issued by City
agencies such as the Departments of Sanitation, Transportation, Police, Health, Buildings, Fire,
and Environmental Protection. After providing a forum for contesting these NOV's and mailing
a least two request-for-payment notices (called dunning notices) to the respondents, ECB
forwards the cases to DOF for fina penalty collection efforts. DOF has handled final-stage
collection efforts on ECB cases since July 1996.

Upon the receipt of ECB cases on a computer tape, DOF procedures require a computer-
system-generated mailing of at least one dunning notice, followed by an effort to contact the
respondent by phone, an attempt to identify the respondent’s assets, and a referral, if appropriate,
to the DOF lega affairs unit. Depending on the nature of the case, the legal affairs unit then
either initiates an execution of the judgment by the Sheriff’s Office or a docketing of the case in
court by the City Law Department.

In Fiscal Year 2001, DOF collected about $1.9 million in revenue on ECB cases. The
DOF collections unit for ECB cases consists of five full-time employees.



Objectives
The objectives of the audit were to review the effectiveness of DOF's collection efforts

on ECB cases and to determine whether DOF is referring or selling older ECB cases to private
collection agencies as was recommended in an earlier audit.

Scope and M ethodoloqgy

On January 25, 2000, we issued an audit report (Audit Report on the Case Processing
Practices of the Department of Environmental Protection’s Environmental Control Board,
MG99-082A) that focused primarily on the case processing and penalty collection efforts of the
ECB. Although most of the recommendations in the report were addressed to ECB, it aso
recommended that the Department of Finance refer or sell older ECB cases to private collection
agencies. The report also recommended that ECB and DOF prepare a written agreement
delineating each agency’s responsibilities for collecting ECB case penalties and that DOF
provide reports to ECB on the results of DOF collection efforts. This audit report follows up on
the specific recommendations relating to DOF made in the previous report and reviews the DOF
penalty collection efforts on ECB cases collectible during Fiscal Year 2001.

In conducting this audit, we interviewed DOF officials and employees involved with
efforts to collect ECB case penalties and reviewed DOF's written procedures for these efforts
and other relevant documentation, including reports, contracts, agreements, case files, and
database printouts. We aso examined a random sample of 150 ECB cases of the 17,436 cases
forwarded by ECB on computer tapes to DOF during Fiscal Year 2001. We reviewed
information on these cases in the ECB Adjudication Information Management System (AIMS)
and in the DOF Computer-Assisted Collection System (CACS).

This audit was conducted in accordance with Generally Accepted Government Auditing
Standards (GAGAS) and included tests of records and other auditing procedures considered
necessary. This audit was peformed in accordance with the City Comptroller’s audit
responsbilities as set forth in Chapter 5, 8 93, of the New Y ork City Charter.

DOF Response

The matters covered in this report were discussed with DOF officials during and at the
conclusion of thisaudit. A preliminary draft report was sent to DOF officials on April 25, 2002
and discussed at an exit conference held on May 8, 2002. On May 23, 2002, we submitted a
draft report to DOF officials with a request for comments. We received a written response from
DOF on June 7, 2002.

In its response, DOF stated that it “agreg[s] with the draft audit’s main conclusion that the
collection rate on ECB debt has been unacceptably low.” DOF aso stated that “the draft
contains useful observations and recommendations that will help Finance improve its efforts to
collect delinquent ECB debt” and that it “agreg[s] with most of the draft audit’s specific



recommendations.” However, citing “the poor quality of ECB debt,” DOF questioned our
estimate that $26.2 million could be collected through an enhanced DOF collection effort on
these cases. Nonetheless, DOF stated that it is “optimistic that Finance, working closely with
ECB, can boost the collection rate and significantly increase ECB revenue.” DOF stated that it
will “work with ECB to improve the enforceability of its fines, in part by applying some of the
strategies that Finance has used to improve the enforceability of parking fines. For example, we
will provide more feedback to issuing agencies in cases where the information necessary to
enforce summonses has not been properly recorded.”

The full text of DOF' s comments is included as an Addendum to this report.
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FINDINGSAND RECOMMENDATIONS

The Environmental Control Board has reported that the Department of Finance collected
about $8 million on ECB cases from July 1996 (when DOF assumed responsibility for final-
stage collection efforts) through Fiscal Year 2001. DOF has aso addressed two of the three
recommendations made in our previous audit report on ECB that related to DOF. As
recommended in the previous audit, DOF and ECB have prepared a written agreement
delineating each agency’s penalty collection responsibilities, and DOF has begun to provide
reports to ECB on the cases it receives from ECB and on some of the results of its collection
efforts.

However, DOF has not seriously addressed the recommendation of the previous audit
that it refer or sell its older ECB cases to a private collection agency. This audit has also
identified several other significant concerns about DOF's collection efforts, which are discussed
in detail below.

DOF Collection Efforts Have Been | nsufficient

The DOF collection efforts for ECB cases have been insufficient, as summarized below:
DOF has made minimal collection efforts on alarge proportion of its ECB cases;

DOF has not awarded a contract to a private agency specifically for the collection of
penalties imposed in older ECB cases;

The datain DOF' s CACS system are not consistently updated to include case status changes
noted by ECB in its AIMS system; and

DOF has not consistently mailed the required dunning notices to respondents.

DOF Collection Effortson a
L arge Proportion of its ECB Cases
Have Been Minimal

DOF has made minimal collection efforts on a large proportion of its ECB cases. We
estimate that an enhanced collection effort could help the City collect $26.2 million in additional
revenue.

The final-stage penalty collection effort begins after the ECB hearing and dunning notice
processes have been completed and ECB forwards the case to DOF. ECB sends case
information to DOF in three ways: 1) ECB forwards microfilmed lists of those cases that ECB



has referred to civil courts for automatic docketing;! 2) ECB mails documentation on certain
cases to DOF; and 3) ECB provides computer tapes of certain other cases in its AIMS system
that a DOF contractor downloads into the DOF CACS system. A case may be sent by more than
one of these methods.

The microfilmed lists that DOF receives from ECB include docketed cases known as
“AVPS’ and “BARAMIS’ cases. These acronyms refer to computer systems that ECB used
until July 1999 to track most of its cases. Although these systems were replaced by the AIMS
system, the acronyms are still used to distinguish cases that do not require corrective action by
the respondent—the AVPS cases—from those that do require such action—the BARAMIS
cases. However, DOF makes limited use of the microfilmed lists in its ECB case collection
efforts. In addition, those cases that ECB mails to DOF (known as manual cases) constitute only
avery small proportion of DOF s ECB casel oad.

Therefore, DOF works primarily on the cases that ECB forwards on computer tapes.
However, ECB forwards only BARAMIS cases on these tapes. Although ECB could aso
forward computer tapes on AVPS cases, DOF officias have informed us that they do not request
such tapes. During our previous audit of ECB, DOF officias explained that they worked on the
BARAMIS cases rather than on the AV PS cases because the BARAMIS system had much better
case tracking capabilities than the AVPS computer system. However, ECB replaced both
systems in July 1999 with the AIMS system, which provides better case tracking capabilities and
allows for the production of computer tapes to enable DOF to download information on both
types of cases into its CACS system. During this audit, DOF officials have provided a different
explanation. They stated that that DOF does not work on AVPS cases because it does not have
enough staff. DOF's contract with the vendor it uses to download ECB cases into the CACS
system calls for the vendor to handle only computer tapes of BARAMIS cases.

AVPS Cases

The decision to virtually ignore AVPS cases means that DOF made amost no effort to
collect more than $452 million in AVPS case pendties. The DOF collection unit works on
AVPS cases only when it searches AIMS (through its read-only access) for AVPS cases relating
to the same respondent for which a BARAMIS case is being sent to the DOF legal office for
further action. DOF did not work on $80 million owed in docketed AVPS cases that were
received during Fiscal Year 2001; nor did it work on $372 million owed in docketed AV PS cases
that were more than one year old and still collectible during Fiscal Year 2001.2 If we assume
conservatively that 10 percent of the current AVPS cases, or $8.0 million (10% of the $80
million owed), could have been collected through a concerted effort by DOF, and that three
percent of the older AVPS cases, or over $11.1 million (3% of the $372 million owed), could
have been collected, we estimate that at least $19.1 million owed in docketed AVPS cases could
have been collected during Fiscal Year 2001. In addition, DOF did not work on $150,000 owed

I Automatic docketing is the recording of alegal judgment against a respondent without the necessity of holding a
court hearing. Only docketed cases can be legally enforced. Docketing permits such actions as the placement of a
levy or alien on arespondent’s property.

2The statute of limitations for docketed ECB cases s eight years following the date of docketing.



in undocketed AV PS cases that were current in Fiscal Year 2001;® nor did it work on $100,000
owed in undocketed AVPS cases that were more than one year old and still collectible during
Fiscal Year 2001.* Applying the same collection rate estimates to these amounts would yield an
additional $18,000 (10% of $150,000 plus 3% of $100,000).

BARAMIS Cases

DOF works primarily on current BARAMIS cases. Cases that are more than one year old
are generally placed automatically in an inactive status within CACS. The majority of the
17,436 BARAMIS cases that DOF received from ECB during Fiscal Year 2001, with a tota
value of about $36 million ($31 million in docketed cases, and $5 million in undocketed cases),
had not been worked on by DOF as of January 16, 2002 (the first day we had access to CACS).
We randomly selected and reviewed 150 of these cases and found that DOF staff did not work on
over 68 percent of them.

The DOF staff that works on ECB case collections informed us that if they worked on a
case, there would be a note to that effect in CACS. We reviewed the CACS system for any
evidence that the DOF ECB case collections staff had worked on these cases, such as notations
in CACS that they had attempted to call or locate a respondent, had received a call from a
respondent, or had attempted to locate assets upon which alevy or alien could be imposed. We
found notes in CACS of staff action or an indication in AIMS that the case had been resolved for
only 47 (31.33%) of the 150 cases we reviewed. There were no paper files to review for these
150 cases. The staff informed us that the only paper files that DOF maintains on BARAMIS
cases are for those that the staff has forwarded to the DOF legal office for further action. During
Fiscal Year 2001, only 101 of the 17,436 BARAMIS cases were forwarded to the DOF legal
office for further action. None of these 101 cases appeared in our randomly-selected sample of
150 cases. (We discuss these 101 cases separately below.) Therefore, CACS was the only
available source of information by which we could determine the extent to which DOF worked
on the 150 cases in our sample.

Based on our review of these 150 cases, we project that DOF did not work on 11,973
unresolved BARAMIS cases, or 68.67 Eercent of the 17,436 BARAMIS cases forwarded by
ECB to DOF during Fiscal Year 2001.° We estimate that the value of the unresolved and
unworked Fiscal Year 2001 BARAMIS cases was, therefore, about $24.7 million (68.67% of the
$36 million in Fiscal Year 2001 BARAMIS pendlties). If we assume conservatively that 10
percent of the unresolved and unworked Fiscal Year 2001 BARAMIS cases could have been

3Undocketed cases are those that are not eligible for automatic docketing by the court either because they involve a
violation penalty amount of more than $25,000 or because the manner in which the NOV was served on the
respondent by the issuing agency prevented automatic docketing. However, an undocketed case can be individually
docketed by the City in court.

“The statute of limitations for undocketed ECB cases is three years following the ECB hearing decision date, the
default order date, or the date of the last ECB action on the case.

SWe are 95 percent confident (+/- 7.39% precision) that DOF took no action on 11,973 (68.67%) of the 17,436
BARAMIS cases that DOF received from ECB during Fiscal Year 2001. In other words, we believe that the actual
number of Fiscal Year 2001 BARAMIS cases with a balance due that DOF did not work on lies between 10,684
cases (61.28%) and 13,261 cases (76.06%) of the population of 17,436 cases.



collected with a more substantial effort by DOF, then we estimate that over $2.4 million in
additional BARAMIS penalties could have been collected during Fiscal Y ear 2001.

In addition, by not working on the older BARAMIS cases, DOF is ignoring $158 million
in penalties ($151 million in docketed cases and $7 million in undocketed cases). If we assume
conservatively that three percent of the older BARAMIS cases could have been collected with an
enhanced effort by DOF, then we estimate that over $4.7 million in additional BARAMIS case
penalties (3% of $158 million) could have been collected on these cases during Fiscal Y ear 2001.

Estimate of Additional Potential Revenue
on AVPS and BARAMIS Cases

If we add the additional potential revenue estimates noted above of approximately $8.0
million in current AVPS penalties, $11.1 million in older AVPS penalties, $2.4 million in current
BARAMIS pendlties, and $4.7 million in older BARAMIS pendlties, we derive a conservative
estimate of $26.2 million in additional ECB case pendlties that could have been collected with a
more substantial effort by DOF during Fiscal Y ear 2001.

M anual Cases

During the scope of our audit, ECB mailed documentation to DOF for three types of
cases, collectively known as “manual cases,” that were not tracked by AIMS. These undocketed
cases are hazardous materials, right-to-know, and single room occupancy cases.®

The manual cases represent only a very small proportion of the ECB case workload.
DOF informed us that in Fiscal Year 2001 it received only seven manual cases from ECB, which
were single room occupancy cases with atotal value of about $50,000. However, ECB informed
us that in Fisca Year 2001 it sent 57 manua cases to DOF and that they were hazardous
materials and right-to-know cases with a total value of about $850,000. DOF also informed us
that in Fiscal Year 2000, it received seven single room occupancy cases valued at about
$100,000, six hazardous materials cases valued at about $150,000, and 50 right-to-know cases
valued at about $50,000, for a total of about $300,000. ECB informed us that in Fiscal Year
2000, it sent 65 manual cases to DOF, al of which were right-to-know cases with a total value of
about $150,000. Both DOF and ECB agreed that no manual cases were referred during Fiscal
Year 1999. Since there is substantia disagreement on the numbers and types of manual cases
that ECB has referred to DOF, it is clear that the communication between DOF and ECB on
manual cases has been less than optimal.

Referralsto the DOF L egal Affairs Office

In a related matter, the DOF ECB case collections unit, as noted above, forwarded 101
cases to the DOF legal affairs office for further action during Fiscal Year 2001—68 docketed
cases for execution by the Sheriff’s Office and 33 undocketed cases for individual case docketing

®In Fiscal Year 2002, ECB began tracking new hazardous materials and right-to-know casesin AIMS. Single room
occupancy cases are still handled manually.



by the City Law Department. The DOF lega office referred all 68 cases to the Sheriff’s Office,
which is also part of the Department of Finance. Of these 68 cases, the Sheriff’s Office was able
to obtain full payment in 18 cases and partial payment in one case. The DOF legal office stated
in writing that it referred 30 of the 33 undocketed cases to the Law Department for individua
case docketing. However, the DOF lega office received no regular feedback from the Law
Department concerning its action on these cases.

In response to our request for copies of status reports that the DOF lega office had
received from the Law Department on these cases, the legal office only provided us (three weeks
after our request) with handwritten notes that were added to copies of case lists that the legal
office had previoudly prepared for, and provided to, us. This indicated to us that these notes
were added to these lists in response to our request, and that prior to our request the legal office
had limited information from the Law Department about the status of these cases. The
handwritten notes indicated that none of the 30 cases referred to the Law Department had been
paid or individualy docketed in court. If the DOF legal office had ensured that the Law
Department regularly provided information on the status of these cases and on the problems it
was experiencing in trying to docket or collect on them, then the legal office would have been in
a better postion to assist the Law Department in its efforts. In fact, the handwritten notes
indicate that for 10 of the 30 cases, the Law Department had “no record of claim” and that for
one case it had “never received supporting docs [documentation].”

Recommendations

We recommend that the Department of Finance:
1 Request, obtain, and review computer tapes from ECB containing AV PS cases.

DOF Response: “Finance will request, obtain, and review computer tapes from ECB
containing AV PS cases.”

2. Initiate a substantial effort to collect payments on AVPS cases.

DOF Response: “Finance will undertake a substantial effort to collect on AVPS cases.
... We will aso contract with a credit rating firm to send separate letters to some

violators.”
3. Significantly enhance its efforts to review and collect payments on BARAMIS
Ccases.

DOF Response: “Finance will build on the progress we have made recently on
BARAMIS cases. Inthe last year, we have doubled our BARAMIS collections.”

4. Improve its communications with the ECB on the manual cases.



DOF Response: “Finance plans to improve communications with ECB on manual cases
by incorporating statistics indicating the number of hazardous materials, right-to-know,
and single room occupancy cases received in the monthly report we already provide to
ECB.”

5. Request that the City Law Department regularly report the status of the
undocketed ECB cases that the DOF lega office has referred to the Law
Department for individual case docketing.

DOF Response: “Finance will ask the Law Department to segregate ECB cases in its
reports to us.”

DOF Has Not Awar ded
an ECB-Case-Specific Contract
for Collection Effortson Older ECB Cases

DOF has not awarded an ECB-case-specific contract to a private agency for collection
efforts on older ECB cases. Since DOF itself takes little or no action on older ECB cases, by not
referring these cases to collection agencies, DOF is essentially abandoning all efforts to obtain
this revenue for the City. Although collection agencies would receive commissions on what they
collect, using collection agencies would help the City to at least realize some revenue on older
ECB cases. We conservatively estimate that this revenue could have been as much as $12.7
million in Fiscal Year 2001.

In our audit report on ECB issued on January 25, 2000, we recommended that DOF
“develop and implement a plan to refer and/or sell these [older ECB] cases to private collection
agencies.” DOF has included a provision in contracts being awarded to support its Parking
Violations Bureau and tax warrant collection efforts that would permit DOF to also refer “other
judgments’ to the contractors. However, this provision is clearly periphera to the main purpose
of these contracts and does not specifically refer to ECB cases. A contract that is awarded
specifically for the collection of older ECB cases would likely be much more successful in
improving the City’s ECB case collection efforts. Alternatively, DOF could sell these older
cases to a collection agency for alump sum.

If we assume conservatively that a private agency could have collected three percent of
the $372 million in AVPS cases and the $158 million in BARAMIS cases that were more than
one year old, then at least $15.9 million (3% of $530 million) could have been collected on these
cases during Fiscal Year 2001. Even after providing the contractor a 20 percent commission on
this amount, the City still could have realized $12.7 million in additional revenue.

In a specia effort, DOF arranged for Dun & Bradstreet to supplement DOF efforts by
mailing 47,159 ECB hilling letters on October 1, 2001. DOF partly attributes an ECB-reported
increase in DOF collections on ECB cases during Fiscal Year 2002, to a total of $3.2 million as
of March 31, 2002, to this special effort. We commend DOF regarding this special effort and



suggest that an ECB-case-specific contract with a collection agency to regularly supplement
DOF s efforts would likely produce even more positive results.

Recommendation

6. DOF should award a contract that specifically involves the referral of older ECB
cases for further collection efforts. Alternatively, DOF could sell these older
cases to a collection agency for a lump-sum.

DOF Response: “Finance will refer ECB cases to one or more of the four collection
agencies that were recently awarded contracts. ... These contracts provided for the
collection of various City debts, including ECB judgments. Based on our experience, we
do not believe that a specific ECB collection contract would provide any benefits.”

Auditors Comments While we recognize that DOF plans to supplement its ECB case
collection efforts by referring ECB cases to collection agencies that were recently
awarded parking violation and tax warrant collection contracts, we continue to believe
that a collection contract awarded for the specific purpose of supporting DOF s ECB case
collection efforts would be more fruitful. We believe that the primary focus of DOF's
parking violation and tax warrant contractors will be parking violation and tax warrant
cases, not ECB cases that are not specifically referred to in their contracts. However,
DOF's use of its parking violation and tax warrant contractors to supplement its ECB
case collection efforts would be an appropriate interim measure.

CACS System Data on ECB Cases
AreNot Consstently Updated

DOF CACS system data are not consistently updated to include BARAMIS case status
changes noted in the ECB AIMS system. DOF officials informed us that they regularly receive
computer tapes from ECB that contain updates on the status of ECB cases previously forwarded
to DOF. The updates provide information on case status changes, such as the respondent having
paid the penalty on a case, the violation having been dismissed, or a case having been docketed.

In our review of 150 randomly-selected BARAMIS cases, there were 17 instances in
which ECB’s AIMS showed that the respondent had paid the penalty or that the violation had
been dismissed subsequent to the case having been referred to DOF but that DOF's CACS till
stated that the penalty was outstanding. The range of time from the dates indicated in AIMS that
the respondents paid these penalties or that these violations were dismissed, to the dates on
which we checked the corresponding information for these cases in CACS was from three to 16
months. Therefore, there was ample time for this information to have been updated in CACS.

There were also 67 instances in which ECB’s AIMS showed that the case had been

docketed subsequent to the case being referred to DOF, but for which DOF's CACS still
indicated that the case was undocketed. The range of time, from the dates shown in AIMS that
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the cases were docketed to the dates on which we checked the corresponding information in
CACS for these cases, was from five to 27 months. Therefore, there was ample time for this
information to have been updated in CACS. The failure to update CACS to show that cases have
been docketed subsequent to referral to DOF is particularly significant because the DOF ECB
case collections unit staff informed us that they are much more likely to work on a docketed case
than on an undocketed one.

We did not determine why this information was not properly updated in CACS. ECB and
DOF's contractor may share responsibility for this. However, it is incumbent upon DOF to
ensure that its CACS information is as current as possible. With its read-only access to AIMS,
DOF isin a position to periodicaly check whether it is receiving updated case information from
ECB in atimely manner and whether DOF' s contractor is properly downloading this information
into CACS. Outdated information in CACS can confuse respondents if they receive dunning
notices from DOF after they paid the penalty or after the violation was dismissed. Such
information can aso create inefficiencies in DOF to the extent that its staff works on cases that
have aready been resolved or does not work on certain docketed cases because they believe that
they are undocketed.

Recommendation

7. DOF should periodically review a sample of ECB cases in ECB’s AIMS and
DOF s CACS to determine whether it is recelving updated case information from
ECB in a timely manner and whether DOF's contractor is properly downloading
this information into CACS.

DOF Response: *“Finance will periodically review a sample of ECB cases in ECB’s
AIMS system and our own CACS system. Such areview will help us determine whether
we are receiving updated case information from ECB in atimely manner and whether our
contractor is properly downloading information from AIMS into CACS.”

DOF Has Not Consistently Mailed
Dunning Notices to Respondents

DOF officias informed us that after the agency receives a BARAMIS case from ECB,
the respondent is mailed two dunning notices for a docketed case and one dunning notice for an
undocketed case (in addition to the dunning notices already sent by ECB). DOF's contractor
handles this responsibility. The only evidence that the notices have been sent are case entriesin
CACS showing the dates the notices were sent. Of the 150 randomly-selected BARAMIS cases
we reviewed, there was no evidence in CACS that the required notices had been sent for 107
(71%) of the 150 cases. Therefore, there is no evidence that an important procedure in the DOF
ECB case collection efforts is being followed or that the contractor is meeting its responsibility
for mailing dunning notices.
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After the exit conference, DOF questioned us on 35 of these cases. It stated thet there
were no addresses in AIMS on 18 of these cases, that notices were sent on seven cases, and that
10 cases had never been docketed. Our review of these cases led to the following result:

For the 18 cases for which DOF states there were no addresses in AIMS: Although the
addresses of the owners were not in either AIMS or CACS, the addresses of the violations
were in AIMS (but not in CACYS). When there are no addresses for the respondents in AIMS,
DOF could obtain the addresses of the violations from AIMS and send dunning notices to
these addresses. ECB follows this approach in its mailing of dunning notices.

For the seven cases for which DOF states that notices were sent: These cases are docketed
cases for which two dunning notices should have been sent. However, while two notices had
in fact been sent in one of the seven cases, only one notice was sent in each of the remaining
SIX Cases.

For the 10 cases for which DOF states that the cases had not been docketed: We note that
DOF procedures state that one dunning notice should be sent for undocketed cases. In our
review of these 10 cases, we determined that while one notice had been sent in one case,
notices had not been sent for any of the remaining nine cases.

Recommendation

8. DOF should periodically review a sample of ECB cases in CACS to determine
whether the contractor is mailing dunning notices as required.

DOF Response: “Finance will periodically review a sample of ECB cases in CACS to
determine whether the required mailing notices are being generated. ... We have ...
programmed CACS to mail notices to a violation address even if the respondent’ s address
is incomplete. As a result of these programming changes, we have sent 18,000 notices,
which we expect will generate about $500,000 in collection revenue.”
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RE: Draft Audit Report on the Department of Finance’s Coliection
of Penalties Imposed in Environmental Control Baaﬁi Cases
Audit Number: MGO2-118A

Dear Mr, Liwer:

Thank you for the opportunity to review the draft audit réport on the Departiment of
Finance’s collection of penaliies imposed by the Environmental Control Board (ECB):
The draft contains useful observations and recommendations that will help Finance
improve its efforts fo collect delinquent ECB debt.

 agree with the draft audit's main conclusion that the caollection rate on ECB debt has
been unacceptably low. And | agree that the Depariment of Firance can do more o
raise this collection rate, notwithstanding the very low. quality of ECB debt; particularly
ECRE debt that is more than a year old. | also agree with miost of the draft audit's specific
recommendations.

Furthermore, | am optimistic that Finance, working ciose%y with ECR. can bbost the
coflection rate and significantly increase ECB revenues. Because of the poor quality of
ECE debt, | believe that the collection revenue target set forth in the draftaudit — §26.2
million - is foo high. But given the seriousness of these vi inlaticns, Finance is
determined to collect as much ECB debt as possible.

“inthis response, 1 will

Describe how Finance intends to work witlhh ECE to improve the collection rate
Address the draft audit's specific recommendations

Demoenstrate why the $26.2 million revenue target is urrealistic

Describe receiit improvements in ECEB colloctions
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FINANCE INTENDS TO: EXPL@RE EVERY PQSS BLE. OPT @N T %C,REASQ 'E’HE
COLLECTION RATE OF ECB DEBT. Our efféris wm anciu&ie ' '

Contracting with collection agericies '

[ expect collection agency contracts to be in piacee wxihm & manth Fmance witl turr over
much of the newer EGB debt — on both fines notyequiring oorreotfva gction’ {A\/PS) and
fines that.do require corrective action (BARAMIS) - to these collection: agencies.
Recommendation #6:of the draff sudit suggested thai Fiflance. enterinta & specific ECR
collection contract, but | do not sée any benefit in: do:ng ey §nsiead Einarice wil réfer
£CB cases to one of more of the four coliection agenc esthat wefe recently awarded
contracts.

Working with ECB to make fines more aﬁfwcaab!e .

I believe that we can work with ECB fo improve'the enforceabz%zty of: s fines in part by
-applying some of the strategies that Finance has tsed to- improve: the eﬂfameabmty of
parking fines. For example, we will provide more feedback o issuing agencies in cases
‘where the information necéssary fo enforce Summonsses has’ notheen properly
recorded. Waorking with parking ticket issuers; Finance Ras 1mpmveci ‘Ehe processabiity
of parking summonses by 17 percent aver 10 years, Since most of the impadimerits fo
effective collection of ECB fines resuit from the incorrect identification of. respondént’s
names and addresses, | believe that ECB summanses il benefet from this dpproach.

| AGREE WiTH MOST OF THE DRAFT -ALIDET’S SP&GEFEQ-R&GQ%&MEN@AT IONS,

s Finance wai% reguest, obtain, and review campuiar tapeg 'fmm ECR mntammg -
AVPS cases. o .

« Finance will undértake a substantial effort to collect on AVPS cages: inaddition
to continuing fo mail sheriff's letlers to v:ofators Finarice will soon begin referring
thase cases fo one or more collection agenciss; as deser bed above: We will also
confract with a credit rating firm to send separa‘ie} letters 1o some violators.

s  Finance will'build on the progress we have made ree‘:enﬂy o BARAMIE cases.
in the last year, we have doubled our BARAMIS: cc;i ections and fixadthe computer
problem that had prevented docket dates from: appearmg U dase trackiny-
system. .

s  Finance plans toimprove: communications wsth ECB o manuai pases by -
incorporating statistics indicating the number of hazardous matsriale; right-to-know,
and single room occupancy cases received into the monfhiy repoﬁ Wer aheady
provide to £CB. B

o Finance will ask the Law Departmenf f(+3 segmgam EGQ i:ases in ;i:s mg}arﬁ:ﬁ to
us. Currently, these reports describe the status of undocketed ECR cases that
Finance's Office of Legal Affairs has referied to the Law Départment for case
docketing, as well s non-£C8B matiers:



s As noted abave Firiance plans 1o refer older ECB cases 16 one & more of the
four collection agencies that have bean awardexi tontracts. Thess confracts
provide for the coliection of varicus City debts, inc udmg ECB ‘judgrents. Based on
our experience, we do not believe that a specific ECB- csiiec’t on contract would
‘provide any benefits,

+ Finance will periodically review a %mpie ef EGB aases i EC%’& Al systam-
and our owrr CACS system. Such arévisw wilt helpus: determ ine whether we are-
receiving updated case information from ECB in & tirrely manner and whether our
‘conitractor is properly downloading ;nformatson frczm AEMS into’ CAGE}

» Finance will periodically review a sanple af ECE cases i @AC& io-ciétmmié#e
whether the required mailing notices are being generated

THE DRAFT AUDIT'S $26.2 MILLION ECR GGLLE&CT ON TAR@&T MAY BE TQO
HlGH

Without wavering in my commitment o improve the c:o !ec’man 0‘? EC% denht, Pthink itis
only fair that | describe why | believe the draft audit's $26.2 million ceiiac‘uoa’z target .
‘might be unrealistic. :

The City collects about 70 parcent of the fase valug of the fines issued for FGB
violations, through direct payments and ECB's adjudications process. ECBthen
‘atiempts to collect outstanding debt for several months before tuiming these cases over
1o Finance for collection. The debt we receive is of poor c;uai ty compared to. other debt
that Finance collects, for several reasons: :

‘® arc;e nurmnber of the violations do not pfc}per V. idem!fy 'the party r@smm iblefor
paying and/or correcting the violation. This is particularly trie of fings issued o
street vendors, which comprise about 20 pement of all AVPS cases.

s Many violations name the respondent as “Owner of” the @ddress in-question rather
than naming the cwner as required.

s  (ther violations are written against a “da;ng bus ness as” name nstead of the
corporate entity that is responsible for the deb‘c :

« Sl others have an incomplete or misspelled ;ﬁa'me;.

» - Many of the viclations are not properly served and thus caniot be _'e‘rffé'rc:e’d.

We will put forth our best effart to collect _'_t_his-de&é’tj;l-.'ﬁbw"ev_en_-:’géveh:.'_th_'e's_e_. p-r_{;biemg;-_:'as
well as our experience collecting ECB and parking debt | believe that the draft audit's
estimates of ECB collection rates - even at thrég pgercent for older debt anil 10 percent
for debt less than a year old - are optimistic,



FINANCE HAS IMPROVED ECB COLLECTI -b‘ssss* -

Finance has made modest stides to collect more: ECB dabt

&

Smce April 1999, Finance has mailed more ihan 48{} GE}O iettars from the Office of
the Sheriff ’{a AVPS viclators, resulling inthe cellec;tson o? $“I 9 mtiizm

Staring last July, Finance contractéd with- a weii known G?&dli rai:mg agency 1 sénd
50,000 letters 1o BARAMIS viclators. As a resull we expect wicollect miorathan 4 -
milfion in FY02 — more than double whit was: coliscted in FYO1 Weaplan to
replicate: i:%': 5 effort in FY 03 for AVPS cases; and We expect ssm;!af resilis,”

As mentioned above, we have fixed the. pmbiem o‘f mi ss g _ciec;ket dates B our case
tracking system and have programmed CACS 1o maiinot icés to avislafion. address. -
even if the respondent’s address is mcompie%e A @ Tesultof these” pregrammmg
changes, wé have sent 18,000 nofices, w%*s ch we expeet will generate ahoyt-
$500,000 i coliection revenue. : -

This concludes my-response 1o the draft. audit; ?hank you agam far me Oppoﬁumty o

review and comment on it If you have any ques{ onig orrequire: acﬁd taena information,

‘pleasefesl free to call me at (212) 6694855, or Jesse (.T)stmw at’ (2?2} BE9:4480.

Sincerely,

m oudhe & el

Martha E, Stark
Commissionar

£ CommissionerWard, DEP

Jesse Ostrow, Finance



