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The Honorable Joseph Lieberman, Chairman 
Subcommittee on Regulation 

and Government Information 
Committee on Governmental Affairs 
United States Senate 

Dear Mr. Chairman: 

This fact sheet responds to your predecessor's request 
that we report the results of our work to develop trend 
data for various Internal Revenue Service (IRS) programs. 
As agreed with your predecessory this fact sheet provides 
trends for (1) some mission-related indicators that IRS 
has traditionally used, (2) some of IRS' key enforcement 
programs, and (3) IRS' taxpayer service and tax return 
processing activities. For these same programs and 
activities, we are also including information on (1) 
recent developments within IRS relating to performance 
measures and (2) gaps in IRS' management information that 
were identified in some of our previous work. 

The indicators we include in this fact sheet should not 
be considered the best indicators for measuring IRS' 
overall performance. However, they should be useful for 
tracking shifts in program priorities over time as well 
as changes in workload, resources, and outputs. IRS has 
agreed to provide future updates of some of the 
information in this fact sheet. As IRS develops more 
comprehensive measures and changes to a more cross- 
functional organization, some of the data in this fact 
sheet may no longer be available or appropriate. 

Other than the work we did to identify and attempt to 
resolve inconsistencies across the various data sources 
for these indicators, we did not assess the reliability 
of the data in these various sources. Appendix I 
includes additional information on the scope and 
methodology of our work. 

BACKGROUND 

Federal agencies are becoming aware of the importance of 
developing performance measures to assess how well they 
achieve their missions. Program performance measures 
should flow from a strategic planning process that 
clearly articulates an agency's goals and objectives. 
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The types of performance measures that an agency uses vary by 
organizational level. Top management needs performance measures 
that track the extent to which the agency is achieving its 
mission, whereas program managers need more detailed measures to 
ensure that specific customer needs for particular programs are 
met. 

IRS' mission is to collect the proper amount of tax revenue at 
the least cost; serve the public by continually improving the 
quality of its products and services; and perform in a manner 
warranting the highest degree of public confidence in its 
integrity, efficiency, and fairness. In 1984, IRS initiated a 
strategic management process to help the Commissioner of Internal 
Revenue more effectively communicate that mission to the various 
functions of IRS. A cornerstone of that process is IRS' 
strategic business plan, which documents IRS' business objectives 
and identifies several long-term strategies and short-term 
actions directed at achieving these objectives. IRS' objectives 
are to (1) increase voluntary compliance with tax laws, (2) 
reduce taxpayer burden, and (3) improve quality-driven 
productivity and customer satisfaction. 

In 1990, IRS began evaluating its progress in meeting the 
strategic objectives through annual business reviews. As part of 
these reviews, IRS initially focused on developing performance 
measures related to its major functional areas (such as 
Examination, Collection, and Returns Processing). In an August 
1992 report, we recommended that IRS incorporate appropriate 
measures into its business reviews to ensure that they generate 
results-oriented information.' 

RESULTS 

Most of the indicators included in this fact sheet relate to 
resources (such as staffing), workload (such as the number of tax 
returns filed), and output indicators (such as the number of 
audits completed) as opposed to program results or program 
impact. The types of indicators we are reporting, in part, 
reflect the level of development of performance measurement at 
IRS as well as most other government agencies. 

Although indicators of resources, workload, and outputs are 
important, they do not provide the type of bottom-line data 
needed to assess an agency's effectiveness. In recognition of 
that fact, IRS has started to develop performance measures for 
its three strategic objectives --increasing voluntary compliance, 
reducing taxpayer burden, and improving quality-driven 
productivity and customer satisfaction. 

'Tax Administration: Opportunities to Further Improve IRS' 
Business Review Process (GAO/GGD-92-125, Aug. 13, 1992). 

2 
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IRS also plans to measure how its component parts contribute to 
accomplishing its mission. Rather than developing performance 
measures in each of IRS' functional areas (e.g., Examination or 
Collection), IRS is developing performance measures for its five 
core business systems. These core business systems encompass 
what IRS believes are its major business processes and cut across 
functional lines. For example, the core business system called 
"ensuring compliance" incorporates the work that is currently 
being done by the Examination, Collection, and Appeals 
functions.2 

In addition to developing impact measures, IRS needs to address 
various concerns we have raised in some of our previous work 
about the need for certain information for some enforcement 
programs. For example, we said IRS should determine the reasons 
so many of the taxpayers that it initially identifies through 
computer matches as potentially underreporting income ultimately 
do not owe additional taxes after further IRS review.3 By 
determining the reasons, IRS could eliminate the inefficiencies 
associated with using staff to investigate cases in which the 
taxpayer does not owe additional taxes. 

IRS is taking actions to address other concerns we have raised 
about certain enforcement program information.4 For example, to 
improve the reliability of the accounts receivable inventory--the 
assessed taxes, penalties, and interest taxpayers owe the 
government --as an indicator of potential revenue for the 
government, IRS is trying to prevent erroneous receivables from 
being added to the inventory. Until IRS eliminates erroneous 
receivables, the inventory will overstate the amount of 
delinquent taxes IRS can reasonably expect to collect from 

2The other core business systems are managing accounts; 
resourcing; informing, educating, and assisting; and value 
tracking. 

'Tax Administration: IRS Can Improve Its Prosram to Find 
Taxpayers Who Underreport Their Income (GAO/GGD-91-49, 

j Mar. 13, 1991). 

i 41RS' Accounts Receivable Inventory (GAO/T-GGD-90-60, 
' Aug. 1, 1990). 

Tax Administration: IRS Needs More Reliable Information on 
Enforcement Revenues (GAO/GGD-90-85, June 20, 1990). 

Further Research Into Noncompliance Is Needed to Reduce Growinq 
Tax Losses (GAO/GGD-82-34, July 23, 1982). 



B-253059 

taxpayers. IRS is also developing data on the actual revenues 
generated from and the costs of its various enforcement programs. 
These programs are aimed at identifying those taxpayers that do 
not voluntarily comply with tax laws. By having actual revenue 
and cost data, IRS will be better able to measure the success of 
its enforcement programs and make more informed decisions on 
allocating staff among them. 

In the taxpayer assistance area, we have identified the need for 
performance measures that are more customer focused. For 
example, we recently recommended that IRS develop a more reliable 
indicator for measuring the ability of taxpayers to reach IRS by 
telephone to get answers to tax law and account questions.5 

IRS IS FOCUSING MORE ATTENTION 
ON MISSION-RELATED INDICATORS 

IRS recognizes the importance of developing indicators that will 
enable it to assess its progress in achieving the three strategic 
objectives. For the first of those objectives, increasing 
voluntary compliance, IRS has traditionally relied on two 
indicators --the voluntary compliance rate and the tax gap--to 
measure its progress. The voluntary compliance rate is the total 
amount of tax voluntarily paid as a percentage of the total tax 
owed. 

The tax gap is measured in two ways--gross and net. The gross 
tax gap is defined as the difference between the dollar amount of 
taxes owed and taxes voluntarily paid. The net tax gap is the 
gross gap minus the tax revenues realized from IRS' enforcement 
activities. Voluntary compliance rates and the tax gap are 
estimates derived from several different IRS studies, the most 
important of which are those done under the Taxpayer Compliance 
Measurement Program--IRS' primary program for gathering such 
information. To date, IRS has estimated these indicators for 
income tax only. According to IRS officials, IRS is currently 
developing new indicators to assess progress in improving 
voluntary compliance. Trends for existing voluntary compliance 
indicators are shown in appendix II. Appendix II also shows IRS- 
wide resource indicators, such as staffing and funding. 

IRS is working to develop indicators to assess its progress in 
meeting the other two strategic objectives--reducing taxpayer 
burden and improving quality-driven productivity and customer 
satisfaction. IRS has broadened its definition of burden from 
the amount of time its takes to file a return to the time, 
expense, and dissatisfaction experienced by taxpayers, 

5Tax Adtiinistration: IRS' 1992 Filina Season Was Successful but 
Not Without Problems (GAO/GGD-92-132, Sept. 15, 1992). 

4 
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practitioners, and others in filing returns and paying taxes. 
IRS anticipates having new burden reduction measures that address 
this broader definition by May 1993. 

To develop baseline data on customer satisfaction, IRS is doing 
customer surveys, the first two of which were completed in May 
and November 1992. Because these surveys are targeted to the 
general population rather than to taxpayers who have specific 
dealings with IRS, they differ from other customer surveys that 
were done in the past. Also, before these surveys, most customer 
satisfaction surveys were done at the functional level. 

IRS also plans to assess its progress in achieving the strategic 
objectives by developing compliance, burden, and productivity 
measures for its core business systems. These business systems 
represent the major business processes that IRS uses to 
accomplish its mission and cut across IRS functional lines. The 
ensuring compliance business system, for example, encompasses the 
Examination, Collection, and Appeals functions. Each core 
business system has been assigned to a senior executive who will 
be responsible for developing measures and establishing baseline 
levels of performance. 

OUR EARLIER WORK IDENTIFIED ENFORCEMENT INFORMATION 
NEEDS THAT IRS HAS NOT FULLY ADDRESSED 

Some of our earlier work identified certain types of information 
that could be useful in evaluating the effectiveness of various 
IRS enforcement programs. IRS has started to develop some 
information to address some of the issues we raised. For 
example, IRS is developing a management information system that 
will report the actual dollars collected from various enforcement 
programs and the true costs of these programs. In addition, IRS 
is attempting to improve the data in the accounts receivable 
inventory by preventing erroneous accounts from being added to 
it. 

IRS has not yet started to develop other enforcement information 
that we said was needed. For example, we recommended that IRS 
identify the specific reasons its potential underreporter cases 
(identified by computer matching income reported on information 
returns such as the Form W-2 with income on the taxpayer's 
return) were unproductive so it could eliminate the 
inefficiencies associated with staff investigating these cases.6 
Also, we have said that IRS needed to develop information to show 

~ %AO/GGD-91-49, March 13, 1991. 
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the effectiveness of its collection tools, such as levies, and 
its delinquency prevention programs.7 

Appendixes III, IV, and V provide more information on three of 
IRS' enforcement programs (Information Returns, Examination, and 
Collection), the trends for selected indicators for these 
programs, and new developments, if any, in performance 
measurement for these programs.* Appendix VI provides trend 
information on the gross accounts receivable inventory which, 
before 1992, IRS reported as the assessed taxes, penalties, and 
interest owed but not paid to the government. 

IRS Is Developinq a System to Identify 
Actual Revenues From and the Costs of 
Enforcement Programs 

In various reports, we have discussed the need for information on 
the (1) revenues that actually result from enforcement programs 
and (2) costs of those enforcement programs.' In response to 
these concerns, in 1989 IRS started developing an Enforcement 
Management Information System (EMIS). 

EMIS was designed to measure the revenue generated from each of 
IRS' major enforcement functions. For example, when fully 
operational, EMIS should be able to report the amount that is 
ultimately collected from a particular audit. According to IRS 
officials, information from the Examination, Collection, and 
Appeals functions is now included in EMIS. IRS is currently 
adding data from the underreporter program. 

EMIS is currently generating various management information 
reports. However, IRS officials said that EMIS-generated data 
are currently not being used for management decisionmaking. IRS 
officials said that EMIS data may be available for budget 
purposes beginning in fiscal year 1998. This delay results, in 
part, from the lag between when IRS takes various enforcement 
actions and when it eventually receives payments from taxpayers. 
In addition, some data reliability problems have occurred during 
the early stages of developing EMIS. Developing consistent 
definitions across the different functional areas that provide 

7Hiqh Risk Series: Internal Revenue Service Receivables 
(GAO/HR-93-13, Dec. 1992). 

eIn addition to these three areas, IRS' enforcement programs 
include Appeals and Criminal Investigation. As we discuss in 
appendix I, these areas were not included in the scope of our 
work. 

'GAO/GGD-90-85, June 20, 1990 and GAO/GGD-82-34, July 23, 1982. 
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data for EMIS is one of the many challenges IRS faced in 
implementing EMIS. 

IRS is currently identifying the requirements for the development 
of the cost component for EMIS. IRS officials said this 
component will not be operational until 1995 or 1996. 

More Information Is Needed 
on the Accounts Receivable Inventory 

At the end of September 1991, IRS reported that the gross 
accounts receivable inventory totaled approximately $111 billion. 
Yet IRS estimates that about 75 percent of the assessments will 
never be collected because (1) the inventory includes erroneous 
or duplicative tax assessments or assessments based on limited 
data, (2) IRS cannot locate the taxpayers who owe money, and/or 
(3) the taxpayers cannot pay. 

IRS is trying to prevent erroneous receivables from being added 
to the accounts receivable inventory. However, the inventory may 
still include a large number of erroneous receivables. IRS does 
not know how many of the existing accounts are valid. We are now 
reviewing IRS' accounts receivable inventory as a part of an 
ongoing financial audit required by the Chief Financial Officers 
Act. As a result of this audit, IRS agreed to revise its 
methodology for determining the portion of the accounts 
receivable inventory that is collectible. This methodology 
should provide a more reliable estimate of IRS' collectible 
receivables. 

Information Is Needed on the 
Impact of Certain Collection Procrrams 

IRS needs to develop impact measures for some of its collection 
activities. We have said that IRS does not collect the 
information it needs to evaluate the relative effectiveness of 
certain collection methods or delinquency prevention programs.1o 
For example, IRS lacks information on the effectiveness of 
levying wages and bank accounts --something it does more than 2 
million times a year. 

In terms of the effectiveness of delinquency prevention programs, 
we expect IRS to focus more attention on the effectiveness of 
prevention efforts as it implements its initiative to improve 
voluntary compliance, which is called Compliance 2000. The goal 
of Compliance 2000 is to identify the root causes of tax 
noncompliance and then apply appropriate tools to improve 
voluntary compliance. If IRS is able to identify the root cause 

"GAO/HR-93-13, December 1992. 
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of noncompliance for different taxpayers, it may develop more 
meaningful prevention programs. For example, some taxpayers 
unintentionally fail to comply because they do not understand 
complex tax laws, while others intentionally circumvent the law. 
Tax delinquencies that stem from misunderstandings about tax law 
could be prevented through improved taxpayer education or a 
simplification of the tax code. 

More Information Is Needed on 
Unproductive Underreporter Cases 

In March 1991, we reported that the percentage of underreporter 
cases that were unproductive --closed without any recommendation 
of additional taxes owed--increased from 54 percent for tax year 
1982 to 66 percent for tax year 1988.11 As a result, IRS was 
spending more of its resources on contacting taxpayers that did 
not owe additional taxes. 

To improve its underreporter program, we recommended, in our 
March 1991 report, that IRS modify its management Information 
system to provide specific reasons why cases are unproductive. 
We said this information could be used to monitor results and 
further improve the matching process. According to IRS 
officials, IRS will determine what options exist for addressing 
our recommendation under the Automated Underreporter System. 
This system will automate the current manual analysis of 
underreporter cases and provide on-line access to information 
needed to process an underreporter case and improve responses to 
taxpayers. However, this system is not scheduled to be fully 
operational until sometime in 1994. 

IRS NEEDS MORE INFORMATION TO ASSESS 
HOW WELL IT SERVES TAXPAYERS 

More taxpayers are likely to have contact with IRS in the course 
of seeking help in understanding and meeting their tax 
obligations than they would as a result of an IRS enforcement 
action. Several different areas within IRS handle taxpayer 
assistance activities. Appendix VII provides additional 
information on the different types of assistance available to 
taxpayers, recent developments in performance measurement for 
taxpayer service activities, and trends for taxpayer service 
indicators. 

Some of the measures in appendix VII are useful for assessing 
IRS' performance in assisting taxpayers. However, our annual 
reviews of IRS' performance during the filing season identified 
two areas of taxpayer service that need performance measures that 

"GAO/GGD-91-49, March 13, 1991. 
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better reflect how IRS meets customer needs--the accessibility of 
the toll-free telephone system through which taxpayers can get 
answers to questions about their account status or the tax laws 
and IRS' distribution of forms and publications. 

As we noted in our report on the 1992 filing season, IRS has 
improved in accurately answering taxpayers' questions since the 
1991 filing season, but taxpayers appeared to be having more 
trouble getting through to IRS over the telephone." We 
concluded in that report that IRS' measure of the toll-free 
telephone system's accessibility--percentage of scheduled calls 
answered-- did not adequately reflect how well IRS is serving the 
taxpayers. Specifically, IRS' measure does not reflect the 
percentage of taxpayers actually helped out of those who called 
for assistance because IRS does not know how many taxpayers are 
represented by unanswered calls --calls in which a taxpayer hangs 
up or receives a busy signal. In our report, we recommended that 
IRS develop a reliable measure of toll-free telephone 
accessibility. The measure on which we have traditionally 
reported and that is included in appendix VII (fig. VII.5 and 
tab. VII.5) is the answer rate. The answer rate is computed by 
dividing the total number of calls answered by the total number 
of calls received. IRS is currently exploring alternative 
approaches to measuring telephone system service, including a 
better measure of accessibility. 

To help taxpayers understand tax laws and meet their filing 
requirements, IRS publishes numerous forms, publications, and 
instructions. To obtain these materials, taxpayers can contact 
one of three distribution centers by mail or toll-free telephone 
or visit one of IRS' walk-in sites. During the 1992 filing 
season, IRS experienced problems in measuring its performance in 
distributing forms and publications because it did not clearly 
specify to a contractor what information was to be collected. As 
a result, we recommended that IRS develop a reliable measure of 
its distribution center performance in filling mail and phone 
orders.13 

IRS also helps taxpayers through its Problem Resolution Program. 
This program is for taxpayers that have exhausted normal 
assistance channels. In a 1987 report on this program, we 
recommended that IRS obtain more complete and accurate 
information on recurring taxpayer problems.14 We said that IRS' 

12GAO/GGD-92-132, September 15, 1992. 

13GAO/GGD-92-132, September 15, 1992. 

14Tax Administration: IRS Can Improve on the Success of Its 
Problem Resolution Proaram (GAO/GGD-88-12, Dec. 22, 1987). 
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system to identify and correct recurring taxpayer problems could 
be more effective if it used a cadre of-trained emhloyees to code 
a sample of cases rather than using all employees to code all 
problem cases. 

IRS IS ADDRESSING CONCERNS ABOUT THE NEED 
FOR CERTAIN RETURNS PROCESSING PERFORMANCE MEASURES 

Through a network of 10 service centers and a computing center in 
Martinsburg, West Virginia, IRS processes federal tax returns and 
supporting documents, accounts for tax revenues, and maintains 
taxpayer accounts. IRS recently identified three primary 
products of this work--notices, correspondence, and refunds. 
Some of our past work identified the need for better performance 
measures for two of these products --notices and correspondence-- 
and IRS is taking action to address those needs. 

Notices 

IRS sends out numerous computer-generated notices as a result of 
its processing of returns. Among other things, those returns 
processing notices might tell taxpayers that (1) they made a 
mathematical error on their returns resulting in larger or 
smaller refunds than they anticipated or (2) they still owe 
money. Notices might also (1) remind taxpayers of the need to 
provide Social Security numbers for dependents claimed as 
exemptions or (2) advise them that all or part of their refund 
was offset to satisfy another debt, such as child support. In a 
March 1991 report, we noted that IRS had no way to measure the 
overall quality of returns processing notices, and we recommended 
that one be developed.15 IRS has taken steps in that regard and 
expects eventually to have measures of notice accuracy, 
timeliness, productivity, and customer satisfaction. 

During fiscal year 1993, IRS will be measuring accuracy by 
reviewing a sample of all returns processing notices and checking 
such things as (1) the accuracy of entity-type data, such as the 
taxpayer's name and address; (2) the correctness of mathematical 
computations; and (3) the validity of the issue(s) raised in the 
notice. IRS was not as far along in developing notice-related 
measures dealing with timeliness, productivity, and customer 
satisfaction. With respect to timeliness, however, IRS officials 
said that IRS will attempt to measure the elapsed time from when 
a notice is generated until it reaches the taxpayer and will 
develop a baseline for that measure in fiscal year 1993. 

15Tax Administration: IRS Needs to Improve Certain Measures of 
Service Center Quality (GAO/GGD-91-66, Mar. 20, 1991). 
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Correspondence 

Through each of the service centers, IRS corresponds with 
taxpayers to explain adjustments that have been made to 
taxpayers' accounts and to respond to correspondence received 
from taxpayers or their representatives. After we raised 
questions about the quality of that correspondence in 1988, IRS 
took action to improve quality and revised its procedures for 
measuring quality.16 In January 1990, IRS convened a task force 
to respond to concerns about the quality of correspondence 
throughout IRS. The task force recommended, among other things, 
that IRS develop (1) correspondence processing time frames and 
quality standards, (2) a system for measuring the quality and 
timeliness of responses to taxpayer correspondence in district 
offices and service centers, and (3) a consolidated management 
information system showing the volumes of taxpayer 
correspondence, timeliness, and quality of responses. According 

~ to a returns processing official, the service centers have 
~ implemented most of the task force's recommendations. District 
: offices have not yet implemented these recommendations. However, 

IRS has completed an implementation test in three district 
offices. 

Refunds 

IRS' third primary returns processing product is refunds. It is 
probably fair to say that most taxpayers judge IRS' effectiveness 
in processing returns by how quickly they receive their tax 
refunds. In 1992, IRS began reviewing a sample of refunds to 
measure their timeliness and accuracy. IRS' goals were to (1) 
issue refunds within an average of 40 days, measured from the 
signature date on the return to the date the refund would have 
been received by the taxpayer, allowing 2 days for the refund to 
reach the taxpayer after it was issued and (2) achieve a refund 
accuracy rate of 98 percent. 

Appendix VIII includes additional information on the Returns 
Processing function, trends for indicators, and new performance 
measures IRS has developed for adjustments. 

- - 

Copies of this fact sheet are being sent to the Secretary of the 
Treasury; the Commissioner of Internal Revenue; and the Director, 

We will also make copies / Office of Management and Budget. 
I available to others upon request. 

16Tax Administration: IRS' Service Centers Need to Improve 
Handlina of Taxpayer Correspondence (GAO/GGD-88-101, July 13, 
1988). 
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Major contributors to this fact sheet are listed in appendix IX. 
Please contact me on (202) 512-5407 if you or your staff have any 
questions concerning the information in this fact sheet. 

Sincerely yours, 

Jennie S. Stathis 
Director, Tax Policy and 

Administration Issues 

12 
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APPENDIX I 

SCOPE AND METHODOLOGY 

APPENDIX I 

The scope of our work included the Examination, Collection, 
Taxpayer Service, and Returns Processing functions and the 
Information Returns Program. We selected these areas because 
they account for a large portion of IRS' budget--about 66 
percent --and are the focus of much of our audit work. We 
initially developed a list of potential indicators based on 
internal discussions about the types of information we routinely 
need in doing our audit work, We shared that list with key 
congressional committees and IRS officials in the different 
functional areas that were the subject of this fact sheet. We 
then revised the list in response to their input to better ensure 
that we had captured indicators of interest to these 
stakeholders. The indicators we eventually selected are not 
necessarily the best indicators for assessing IRS' performance. 
However, they were the best indicators that were available at the 
time we did our work. 

To the extent that data were available, we compiled them for 
fiscal years 1986 through 1991. For certain returns processing 
indicators that focus on IRS' performance during the return 
filing season, we also included data for the 1992 filing season. 
We selected 1986 as the base year because it was the year after 
the serious computer problems that plagued IRS in 1985. For 
several of the more important indicators that may not have been 
affected by computer problems, such as staffing, obligations, and 
overall workload, we compiled trend data starting with fiscal 
year 1981. 

We obtained data from several sources, including IRS' Annual 
Report, annual budget submissions to Congress, and various 
internal management information reports. When more than one 
source had the data, we checked for inconsistencies and attempted 
to resolve them. If there were unresolved differences, we asked 
IRS to select the most reliable data source. Other than the work 
we did to identify and resolve inconsistencies, we did not assess 
the reliability of the data in these various sources. 

We reported examination indicators by type of return--individual, 
corporation and other returns.l To develop this information we 
consolidated some line items from various Audit Information 
Management System (AIMS) reports. Specifically, we combined data 
for revenue agents, tax auditors, and service center examination 
activities. Examination indicators also include those audits 
done by IRS' International Division. Also, we included audits 

'The "other" category includes fiduciary, estate, gift, windfall 
profit", foreign corporation, small business corporation-type 
returns, and returns of domestic corporations involved in export 
sales. 

24 



APPENDIX I APPENDIX I 

done under IRS' Coordinated Examination Program (CEP), a special 
program to audit the nation's largest corporations. Although CEP 
is a special program for auditing corporations, it includes 
audits of individual and other types of returns. Therefore, some 
CEP audits are included in the indicators for individual and 
other types of returns. 

For the accounts receivable dollars that were more than 1 year 
old, we assumed that dollars on the nonmaster file had the same 
age distribution as dollars on the individual and business master 
files. With the exception of the dollars in the accounts 
receivable inventory, the indicators reported in dollars are 
shown in current and 1991 dollars. We converted current dollars 
to 1991 dollars by using the gross domestic product indexes that 
were included in the Economic Report of the President for 
February 1992. 

To collect information on recent developments related to the 
performance measures, we interviewed officials in the 
Examination, Collection, Taxpayer Service, and Returns Processing 
functions as well as the Information Returns Program. To 
identify the types of management information that IRS needs for 
the areas we examined, we reviewed the findings and 
recommendations in some of our earlier reports. 

IRS officials who were responsible for the functional areas 
discussed in this fact sheet provided us with comments on a 
draft. These comments were generally technical and editorial in 
nature and are incorporated where appropriate. Examination 
officials suggested that we show separate indicators for (1) 
revenue agents by CEP and non-CEP work and (2) tax auditors. 
They said combining these categories distorts the data. We 
believe that the consolidation provides a sufficient overview of 
Examination indicators. Also, IRS officials expressed concern 
about the data we are using to report indicators for the gross 
accounts receivable inventory in appendix VI. In that appendix, 
we discuss their concerns and how we address them. We did our 
work from December 1990 through September 1992 in accordance with 
generally accepted government auditing standards. 



APPENDIX II 

IRS-WIDE INDICATORS 

APPENDIX II 

This appendix includes indicators for total IRS staffing and 
obligations, the tax gap, voluntary compliance rates, and net 
revenue collection8 --gross collections minus refunds. 

/ 
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Figure 11.1: Total Obllgatlons, Approprlatlons, and Reimbursements for IRS In 1991 Dollars 
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Table II.1 : Total Obllgatlons, Approprlatlons, and Reimbursements for IRS 

Dollars In thousands 

Fiscal year Current dollara 1991 dollars 

1961 $2,460,576 $3,676,421 

1962 2,637,629 3,682,609 

1983 2,988,105 4,009,269 

1984 3,295,538 4,237,120 

1985 3,617,376 4,483,400 

1986 3,866,906 4,669,020 

1987 4,405,115 5,153,985 

1966 5,094,348 $736,658 

1989 $230,522 5,645,490 

1990 5,502,151 5,701,963 

1991 6,180,910 6,180,910 

Nolo: The aourcb nolo applies lo both figure 11.1 and table 11.1. 

- 

- 

Source: Current dollars from IRS Annual Reports. 1991 dollars from GAO computations using IRS Annual Report data 
and gross domwtic product indexer. 
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Figure 11.2: Total IRS Full-Time Equivalents by Data Source 
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Table 11.2: Total IRS Full-Time Equivalents by Data Source 

Fiscal year 

1981 

IRS Annual Report data 

86,860 

1982 83,756 

1983 85,970 

1984 I 88,208 87,635 It 

92,259 11 1985 92,792 

1986 96,395 

1987 102,774 

1988 115,494 

1989 115,380 

1990 112,987 

1991 I 117,017 

Budget data 

88,156 

82,857 

83,603 

-----zcl/ 

Note 1: Note 2 applies to both figura 11.2 and table 11.2. 

Note 2: The Annual Report data ahow higher staffing levels because that source includes staffing that ir funded through 
reimbursementa from other agencies, The budget data include staffing that is funded soley from IRS’ appropriation. 
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Figure 11.3: Estlmatea In 1991 Dollars for the Gross Income Tax Gap by Source Using 
Recommended Taxes 
110 Dollan In Mlllone 

100 

90 

60 

70 

60 

60 

40 

30 

20 

10 

0 

1073 1676 
Tax yur 

Table 11.3: Estlmates for the Gross Income Tax Gap by Source Using Recommended Taxes 

Dollars In bllllons 

Corporate Individual Corporate 
current dollars 1991 dollars 1991 dollars 

$9.3 964.4 $26.4 $22.7 

33.7 11.8 75.5 26.4 

53.2 15.9 95.1 28.4 

61.9 14.1 91.9 20.9 

59.1 11.4 82.6 15.9 

75.7 15.6 97.4 20.1 

88.8 16.8 107.3 20.3 

71.4 22.8 83.6 26.7 

Tax year 

1973 

1976 

1979 

1981 

1982 

1984 

1986 

1987 

individual 
current dollars 

II 1988 72.6 24.3 81.8 27.4 
, I II 

1992 94.0 33.1 91.4 32.2 

j Note 1: Note 2 and the source note apply to both figure II.3 and table 11.3. 

’ Note 2: IRS derived theaa estimates using data primarily from the late 1970s and early 1980s. These estimates are 
bered on the amount of additional taxes that were recommended by IRS examiners. 

i Source: Current dollars are from Income Tax Compliance Research, Net Tax Gap and Remittance Gap Estimates , IRS 
Research Division, Publication 1415 (4-90). 1991 dollars are GAO computations using current dollars and gross domestic 

~ product indexes. 
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Figure 11.4: Estlmates In 1991 Dollars for the Gross Income Tax Gap by Source Uslng Assessed 
Taxes After All Appeals 
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Table 11.4: Estlmates for the Gross Income Tax Gap by Source Uslng Assessed Taxes After All 
Appeals 

Dollars In bllllons 

Individual current Corporate current Individual 1991 Corporate 1991 
Tax year dollar8 dollars dollars dollars 

1973 $22.0 $5.9 $82.4 $16.7 

1976 32.6 7.1 73.0 15.9 

1979 51.5 9.6 92.1 17.2 

1981 60.1 8.7 89.2 12.9 

1982 57.5 7.1 80.4 9.9 

1984 73.5 9.6 94.6 12.4 

1986 86.0 10.1 103.9 12.2 

1987 69.1 13.4 80.9 15.7 

1988 70.3 14.2 79.2 16.0 

1992 91.0 19.1 88.4 18.6 

Note 1: Note 2 and the source note apply to both figure II.4 and table 11.4. 

Note 2: IRS derived thwa estimatea using data from the late 1970s and early 1980s. These estimates are based on 
amounlr that are auewed after all taxpayer appeals and litigation. 

Source: Current dollars are from Income Tax Compliance Research, Net Tax Gap and Remittance Gap Estimates , IRS 
Reeearch blvision, Publioation 1415 (4-90). 1991 dollars are GAO computations using current dollars and gross domestic 
product Indexer. 
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FlQUr0 11.6: Estimates In 1991 Dollars for the Net Income Tax Gap by Source USlng 
Recommended Taxes 
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Table II.5 : Estlmates for the Net Income Tax Gap by Source Uslna Recommended Taxes 

Dollars In bIllIOn 

lndlvldual Corporate 
current current lndlvldual Corporate 1991 

Tax year dollars dollars 1991 dollars dollars 

1981 $51.3 $9.5 $78.1 $14.1 

1984 62.7 9.7 80.6 12.5 

1987 57.8 14.5 67.6 17.0 

Note: The source note applies to both figure 11.5 and table 11.5. 

Source: Current year data are from Income Tax Compliance Research, Net Tax Gap and Remittance Gap Estimates, IRS 
Research Divieion, Publication 1415, (4-90). 1991 dollars are GAO computations based on IRS’ data and groa8 domestic 
product Indexed. 
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FIQUIW 11.8: Estimates In 1991 Dollars for the Net Income Tax Gag by Source Uslng Assessed 
Taxes After All ADDeals 
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Table 11.6: Estimates for the Net Income Tax Gap by Source Using Assessed Taxes After All 
Appeals 

Dollars In bllllons 

1984 60.5 

1987 55.5 

Corporate lndlvldual 
current 1991 
dollars dollars 

$4.0 $73.3 

3.7 77.8 

5.2 1 64.9 

Corporate 
1991 
dollars 

$5.9 

4.8 
I 
I 6.1 

Note: The oource note applier, to both figure Il.6 and table 11.6. 

Source: Currant dollars are from Income lax Compliance Research, Net Tax Gap and Remittanoo Gap Estimates, IRS 
Reaearoh Dlvirion, Publloation 1415 (4-90). 1991 dollars are GAO computations baaed on IRS’ data and grose domeatio 
product indexes. 
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Flgure 11.7: Estimates of Voluntarv Combllance Rates for Indlvlduals and Corporations for 
Selected Tax Years Based on Recommended Taxes 

Table 11.7: Estlmates of Voluntary Compliance Rates for Individuals and Cortxwatlons for 
Selected Tax Years Based on Recommended Taxes 

Tex year Compliance rate for individual8 Compliance rate for corporations 

1973 82.6% 80.3% 

1976 80.7 80.6 

1979 79.8 80.4 

1981 81.6 80.6 

1982 81.8 80.8 

1984 80.0 60.6 

1986 79.2 81.1 

1967 81.8 61.3 

1988 82.3 81.2 

1992 83.1 81.1 

Note: The source note applies to both figure II.7 and table 11.7. 

Source: Incorpe Tax Compliance Research, Net Tax Gap and Remittance Gap Estimates, IRS Reeeerch Divieion, 
Publiutlon 1415 (4.90). 
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Flaure 11.8: Net Revenue CollectIons In 1991 Dollars 
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Table 11.8: Net Revenue Collections In Current and 1991 Dollars 

Dollars In mllllons 

kE--- 
II 1991 985,315 I 985,315 II 

In currant dollen In 1991 dollars 

595,914 766,175 

685,311 815,915 

589,650 832,705 

791,298 925,819 

842,348 948,551 

@21,511 @94,820 

959,115 993,945 

Note 1: Note 2 end the source note apply to both figure 11.8 and table 11.8. 

Note 2: Net ravetwo oollaotlonr are grow oolleotlono minuo refund*, excluding interest. 

Source: Currant year data are from IRS Annual Reportr. 1991 dollars are GAO computations using IRS Annual Report 
data and groaa domestic product index&e, 
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INDICATORS FOR THE INFORMATION RETURNS PROGRAY 

GVERVIEW OF THE INFORMATION RETURNS PROGRAM 

A taxpayer's most likely enforcement contact with IRS involves 
receipt of a notice from a computer match of income reported on his 
or her return with information provided to IRS by third parties, 
such as employers and payors of interest and dividends on an 
information return. This matching is done under IRS' Information 
Returns Program. Discrepancies between the amounts reported on the 
tax return and the information return are identified as potential 
underreporter cases.l 

IRS determines which underreporter cases to refer to a service 
center tax examiner on the basis of such factors as the projected 
taxes and related costs from pursuing cases and available 
resources. When a case is referred to the service center, the tax 
examiner reviews the individual's tax return and supporting 
,documents to determine whether (1) the income in question is 
ireported elsewhere on the tax return or (2) the information return 
llncorrectly reported the income. If the income was correctly 
reported on the information return and cannot be found on the tax 
'return, the tax examiner attempts to contact the taxpayer to obtain 
an explanation. This contact is usually done by mailing the 
taxpayer a computer-generated notice (CP 2000) that indicates IRS 
has identified an apparent reporting discrepancy. If the taxpayer 

'provides a reasonable explanation, IRS closes the case without 
assessing additional taxes. Some taxpayers agree that they 
underreported the income and pay the additional taxes, plus any 
interest and penalties. Other taxpayers who are unable to provide 
a reasonable explanation are assessed additional taxes, penalties, 
and interest. The entire process --from the time a return is filed 
to the time additional taxes are assessed--takes about 3 years. 

'When a tax return is not filed for income that is reported on 
lnformatlon returns, IRS establishes a nonfller case. we discuss 
nonfller cases in appendix V under the Collection function. 
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Flaure: 111.1: Funds Obllnated for the lnformatlon Returns Program In 1991 Dollars 
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Table: III.1 : Funds Obligated for the lnformatlon Returns Program 

Dollars In thousands 

Fiscal year In current dollars In 1991 dollars 

1986 $150,400 $181,598 

1987 178,241 208,542 

1988 236,170 265,947 

1989 228,448 246,572 

199v 180,778 187,343 

1991 194,850 194,850 

Note: The source note applier to both figure III.1 end table 111.1. 

l E*limetod. 

Sourer: Currant year dollars are from IRS annual budget rubmiasions to Congress. 1991 dollars are GAO computation8 
wing that budget data and grou domestic product indexes. 
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Flaure 111.2: Number of Full-Time Equivalents for the Information Returns Prow-am 
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Table 111.2: Number of Full-Time Equlvalents for the Information Returns Proqram 

1 15’ year ~~~ 1 1 Full=tlme equivalents 

1988 7,029 

1989 5,691 

1990 5,683 

1991 5,609 

Note 1: Note 2 and the source note apply to both figure III.2 and table 111.2. 

I Note 2: lnctudw *Wing for document matching, identifying undorreportors and nonfikrs, and othr Information Returns 
Program activities. 

Source: IRS’ Office of Information Rwrting Program. 
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Flaure 111.3: Information Returns Received 
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Table 111.3: Information Returns Received 

Information returns In mllllonr 

992 

1,017 

1990 1,048 

1991 1,041 

Note 1: Note 2 and the source note apply to both figure III.3 and table 111.3. 

Note 2: fhe increlrre In the number of information returns received from 199998 in part may have resulted from provirions 
of the Tax Reform Act of 1986 that increased information reporting requirements. 

Source: IRS’ Office of Information Reporting Program. 
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Flaure 111.4: Number of Unmatchable lnformatlon Documents 
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Table 111.4: Number of Unmatchable lnformatlon Documents 

lax year 

1966 

1969 

Unmatchable lnformatlon 
documents 

6,393,771 

5,910,660 

Note 1: Note 2 end the eource note apply to both figure III.4 and tebte 111.4. 

Note 2: Unmetchable documents are thou, that are reoefved without a faxpayor identificetion number and, therefore, cannot 
be matahed with the correeponding tex return. IRS began capturing theee deta for tax year lSa6 returns. 

Y 

Source: Commirrloner’r Overview Report (Sept. 1992). 
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Figure lll.5: Number of Potentlal Underreporter Cases for Service Center Screening 
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Table 111.5: Number of Potentlal Underreporter Cases for Service Center Screening 

II Fiscal year Cases for service center screening In thousands 
I I 

1986 6,316 

1967 6,176 

1988 8,702 

1989 9,119 

1990 6,186 

Nolo: The @our- note opplioa to both figure III.5 and tabfe 111.5. 

Source: IRS’ Office of Information RePorting Program. 
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Flrrure 111.6: Scrsgn-Out Rate 
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) Table 111.6: Screen-Out Rate 

Fiscal year Percent 

1986 50% 

1987 60 

1986 54 

1989 57 

1990 52 

I 1991 46 
b / 

: Note 1: Note 2 end the eource note apply to both figure III.6 and teble 111.6. 

Note 2: the l ~~een-out rete ir the percentege of refurnr with diecrepancia identified from computer matching the: are 
reeolved (screened-out) l fter tex exeminer review end without direct taxpeyer contecf. 

! Sourw: IRS’ Office of Information Reporting Program. 
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Flaure 111.7: Taxpayer Contacts (CP 2000) 
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Table 111.7: Taxpayer Contacts (CP 20001 

Fiscal year 

1966 

Taxpayer contacts In millions 

3.16 

2.24 11 

3.79 11 

1969 3.65 

1990 2.76 

1991 4.66 
, 
Noto: The eouro, note l pplin to both fiiure III.7 and tablo 111.7. 

Source: IRS’ Offiw of Information Reporting Program. 
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Flgure Ml: No-Charm Rate 
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Table 111.8: No=Change Rate 

Fiscal year Percent 

1986 18% 

1987 25 

1968 19 

1989 24 I) 
1990 23 

1991 22 

Nolo 1: Note 2 and the source note apply to both figure III.8 rnd table 111.8. 

Noto 2: fhe no-chmnge rate ia tho percentage of underreportsr contaM in which no additional taxsl ue messed beceuse 
the taxpryer ha8 provided s rewonsble oxplsnation for the reporting discrepancy. 

Source: IRS’ Offior of lnformrtion Reporting Program. 
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Figure 111.9: Underreporter Assessments In 1991 Dollars 
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Table 111.9: Underreporter Assessments 

Dollars In mlllions 

Fiscal year In current dollars In 1991 dollars 

1986 $1,808 $2,183 

1987 1,201 1,405 

1966 1,944 2,189 

1989 2,075 2,240 

1990 1,520 1,575 

1991 1,860 1,860 

Note 1: Notes 2 rnd 3 snd the source note apply to both figure III.9 and tsble 111.9, 

Nota 2: Thue ir generally l 3-y-r lag between the fiK;al ybor and the actual tax year ersesrmento. For example, 
l uessmonta mede in fiscal year 1986 were mortly for 1983 return@. 

Note 3: Aoseumontr include assessed taxes, intererl, tand penaltie% 

Source: Current year dollars ore from date provided by IRS’ Office of Information Reporting. 1991 dollen are GAO 
computations using lhoae data and groar domestic product indexes. 
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Flgure 111.10: Average Assessment ger Underreporter Case In 1991 Dollars 
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Table 111.10: Average Assessment Der Underreporter Case 

‘1. 

Fiscal year In current dollars In 1991 dollars 

1966 $712 6880 

1987 743 889 

1988 840 721 

1989 747 806 

1990 709 735 

1991 465 465 

Nolo 1: Notr 2 and the eource note epply to both figure III.10 and table 111.10. 

Noto 2: Average aaseument ir total ssseumsntr (minus refunds) divided by the total number of taxpayercontected 
underreporter cases minus the tote1 number of nochange cases. 

Source: Current year dollars are from date provided by IRS’ Office of Information Reporting Program. 1991 dollars are GAO 
computations using that data and groes domcrrtic product indexu. 
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APPENDIX IV APPENDIX IV 

INDICATORS FOR THE EXAMINATION FUNCTION 

EXAMINATION ACTIVITIES 

The Examination function administers a nationwide audit program. 
This program examines income, estate, gift, employment, and 
certain excise tax returns to determine whether taxpayers 
correctly determined their tax liabilities. Most of the 
examinations are done through face-to-face contacts with 
taxpayers and/or their representatives by tax auditors and 
revenue agents located in IRS' 63 district offices. Some audits 
of noncomplex individual income tax returns are handled through 
the mail by tax examiners in IRS' 10 service centers. 

IRS generally selects returns to audit using a system that scores 
each return's audit potential --the higher the score the greater 
the likelihood that an audit of the return will result in a 
change to the taxpayer's tax liability. As a result, most audits 
result in IRS determining that the taxpayer owes additional tax. 
After learning the results of an audit, taxpayers may (1) agree 
with findings and pay the additional tax liability; (2) agree but 
not pay immediately, which would result in the case being sent to 
the Collection function for resolution; or (3) appeal the 
auditor's findings through the Appeals function. As a result of 
an appeal, IRS may assess a lower amount of tax than was 
initially recommended or may decide that the taxpayer owes 
nothing. 
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Fiwre IV.1 : Oblloationa for the Examination Function In 1991 Dollars 
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Table IV.1 : Obligations for the Examination Function 

Dollars In milllons 

Fiscal year 

1966 

Current dollars 1991 dollars 

Sl,lso $1,376 

1987 1,304 1,526 

1966 1,399 1,575 

1989 1,489 1,607 

1990 1,509 134 

1991 1,532 1,532 

Moto: Tho sawco noto applier to both figure IV.1 and tablo IV.l. 

Source: Current dollrn QrQ from IRS Annual Reportc 1991 dollwr are from GAO computrtionr bad on IRS Annual 
Report datQ and grosr domecltic product indorw. 
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FlGur8 IV.2: Number of Full=Tlm8 Eauivaients for th8 Examination Function 
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Table iV.2: Number of Full-Time Eaulvaients for the Examlnation Function 

, 
Fiscal year Budget data Annual Repott data 

1966 28,666 26,120 

1987 31,399 29,243 

1966 34,097 31,895 

1989 33,484 31,315 

1990 30,662 28,766 

1991 30,334 28,592 

Nolo 1: Note 2 applies to both figure IV.2 and table IV.2 

Noto 2: Budget data incfudr resouroeo mmegemont staff. Annual Report drtr exclude this staff but lnolude staff that k 
fun&d tfwough roimburremont8 IRS roc4vw from other ago&w. 
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Fl~ure IV.3: Revenue Agent Full-Time Eaulvalents 
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Table IV.3: Revenue Apenl Full-Time Ecwlvalents 

~~ 
Fiscal year 
1981 

1982 

1983 

1984 

Full-time ~uivalentS 

13,184 

13,450 

13,563 

13,405 

1985 13,557 
1 II 

1986 13,619 

1987 14,944 

1988 16,559 

1989 16,486 

1990 15,526 

1991 15,738 

Nolr: Tha aourm notr mppli- to both figure IV.3 md toblr IV.3. 

&wow IRS Annual Roport~. 
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Flcwe IV.4: Tax Auditor Full=Tlme Eaulvaients 
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Table IV.4: Tax Auditor Full-Time Equivalents 

Flscai year Full-time equivalents 

1981 4,032 

1982 3,844 

1983 3,791 

1984 3,459 

1985 3,513 

1986 3,292 

1987 3,105 

1988 3,242 

1989 3,327 

1990 3,003 

1991 2,842 

Nolo: The eource note rpplier to both figurr IV.4 and tablo IV.4. 

%urco: IRS Annual Reports. 
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Flpure IV.5: Revenue Agent Direct Exemlnatlon Time as a Percentage of Total Revenue Agent 
gt0n ~WS 
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Table iV.5: Revenue Agent Direct Examination Time as a Percentage of Total Revenue Aaent 
Staff Years 

Fiscal year Direct examination time 
1986 47.82% 

1987 42.26 
1988 41.71 
1989 47.85 
1990 50.32 

I 1991 I 49.75 I 

Note 1: Noto 2 and (he xourco noto apply to both figure IV.5 and tablo IV.5 

Nota 2: Diract examination time raforr to timr applied directly to the rxamirwtion of tax roturnr and dor not include 
Um0 for training, Iowa, or mwwgorr. 

&woo: GAO oomput#tionr using d& lrom IRS’ Audit Inlormotion Manegemont System reports. 
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Fiwre IV.6: Number of Returns In Examlnatlon lnventonr at the End of the Fiscal Year 
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Table IV.6: Number of Returns In Examlnation Inventory at the End of the Fiscal Year by Type 
of Return 

In thousands 

Flecal 
wr lndlvldual Corporation Employment OtheP Nontaxableb Total 

1987 1747.5 194.4 34.1 129.8 120.3 2226.1 

1988 1518.3 227.4 29.0 145.5 122.2 2042.4 

1989 1261.6 221.5 38.0 127.3 123.7 1772.3 

1990 1168.7 218.1 38.0 110.4 94.9 1630.1 

1991 1271.1 259.4 47.4 113.6 79.6 1771.1 

Note 1: Notes 2 and 3 and the source note apply to both figure IV.6 and table IV.6. 

Note 2: Data were not available before fiscal year 1987. 

Note 3: Returna in inventory include those that have not yet been selected for audit, and all active and suspended cases. 

7he “other” category include@ fiduciary, estate, gift, excise, windfall profit, foreign corporation, small business 
corporation-type returns, and returns of domestic corporations involved in export sales. 

“The “nontaxable” category includes returns, such as partnership returns, where no tax is required by law because the 
tax is distributed to other type of returns. 

Source: IRS’ Audit Information Management System reports. 
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Flsrure IV.7: Number of Audlts Completed 

Numbor of audits complrted In lhourrndr 
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Table IV.7: Number of Audlts Completed by Type of Return 

Fiscal year I Individual Corporation 

.z----kz 
1998 I I,053544 37,649 20.487 

1989 I 982,456 55,242 

lss0 I 883,293 71,267 

1991 I 1,099,505 62,804 

59,330 

44,268 

36,037 

45,967 

34,365 

I 50,226 

I 57,399 

Othd k#tbX8bkb Total 

81,121 24,%20 1,312,399 

65,687 26,555 1,294,609 
I I 

60,248 23,300 1,206,228 

56,244 20,733 1 ,I 49,040 

62,179 23,617 1,090,582 

59,637 23,613 1,303,158 

~ Note 1: Note 2 and the source note apply to both figure IV.7 and bbie iV.7. 

Note 2: IRS inciudee the returns that nre prepared under the Substitute for Return Pregram in determining the number of 
examtnations. Under the Substitute for Return Program, for those taxpayers that de not fibs a return, IRS estimates the 
taxes owed, prepares a “substitute” return for the delinquent one, end recommend, a tax aeseesment. 

‘The “other” category inciudea fiduciary, eelate, gift, excise, windfall profit, foreign corporation, small business 
: oorporetion-type returns, and returns of domestic corporations involved in export sahe. 

bathe “nontaxable” category includes returns, ruoh as partnership returns, where no tax ie required by law because the 
tax is distributed to other type of returns. 

Souroe: GAQcomputations using data from IRS’ Audit Information Management System reporte. 
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Flaure IV.& Audit Coveraae for lndlvldual and Cortmration Returns 
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Table IV.8: Audit Coverage by Type of Return 

Fiscal yesr individual Corporation Employment Psrtnership 

1661 l.n% S.OT% O.l2?h 1.62?k 

1662 1.55 4.74 0.14 1.63 

1663 1.50 3.66 0.10 2.41 

1664 1.27 2.67 0.08 1.57 

1685 1.31 2.40 0.10 1.42 

1686 1.12 2.25 0.13 1 .oo 

2.34 

2.50 

2.09 It 

1687 1.09 1 se 0.17 1.15 1.75 

1686 1.03 1.32 0.09 0.93 1.52 

1680 0.92 2.02 0.16 0.72 1.24 

1660 0.80 2.56 0.24 0.80 1.41 

1661 1.00 2.36 0.27 0.63 1.36 

Notr 1: Note 2 and thr source notr apply to both tigurr IV.8 and table IV.6 

Nole 2: Audit coverage is the numkr of return@ l xemined divided by the number of roturns filed in the previous 
cdsndar ywr. 

The “other” category inciudse fiduciary, satato, gift, l xciro, windfaii profit, forrign corporation, smail busfness 
oofporation-type return& and returnr of domeetic corporations involved in export a&e. 

gource: GAO computations wing dete from IRS Annual Roporb. 
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Flaure IV.9: Audit Coverage for lndlvldual Returns bv TYBM of Return 
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*m-e*- Shedule F (Fwm 1040) 

Table IV.9: Audlt Coveraae for lndlvldual Returns by Type of Return 

II 1988 2.35 

Schedule C 

3.35% 

3.44 

3.23 

2.67 

2.71 

2.47 

2.22 

Schedule F Other individuals 

2.54% 1.66% 

2.53 1.44 

2.33 1.40 

2.31 1.19 

2.33 1.23 

1.53 1.04 

1.39 1.03 

1.37 0.95 

1330 

1881 

2.04 1 1.71 I 0.72 11 

2.14 ~~ I- 2.08 I 0.92 II 

1 Note 1: Notes 2, 3, and 4 and the source note apply to both figure IV.9 and table IV.% 

I Note 2: Audit coverage is the number of returns examined divided by the number of returns filed in the previous 
/ calendar year. 

Note 3: Schedule C (Form 1040) is filed by reif-employed individuaio. 

Note 4: Schedule F (Form 1040) io fried by individuals reporting profit or loss from farming. 

Swrce: GAC computations using data from IRS Annual Reports. 
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Flrrure IV.10: Audit C~vemgo for Comontkm Returnr bv Asset Love1 
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Table IV.10: Audit Coverage for Corporation Returns by Asset Level 

Fixc~! year 

1981 

Aowtr not roporlod Aowu undr $10 million Aautx $10 million and more 

3.19% 4.71% 34.46% 

1902 3.72 4.36 31.01 

1993 2.70 3.28 28.27 

1984 1.70 2.24 33.29 

1986 1.56 1.76 39.94 

1906 1.28 1.66 39.63 

1987 0.95 1.07 27.98 

1966 0.69 0.95 25.79 

1989 1.60 1.66 25.89 

1996 1.42 2.20 20.15 

1891 1.07 1.91 31.49 

Note 1: Noto 2 and th uwroe nolo apply IO both ligura IV.10 and labk IY.10. 

NoI9 2: Audit covwxge ir rho numkr of roturna l xuninod divided by the number 01 returna fikd In the prWioUr 
odandr yew. 

Seurco: GAO computations using data horn IRS Annual Roportx. 
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Flaw6 IV.ll: Total Recommended Addltlonal Tax and Penalties In 1991 Dollars 

Dollm In mllllonr 
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Table IV.1 1: Recommended Addlilonal Tax and Penalties By Type of Return in 1991 Dollars 

Dollars In mllllons 

11 Fioanl year I Individual 

1966 $7,661 

1967 6,914 

II 1966 I 0,016 

1969 4,560 

1990 5,112 

II 1991 I 6.665 

Corporation Employment Other Total 

$12,966 $374 62,900 $23,315 

12,203 411 4,089 23,617 

12,934 230 3,315 22,495 

12,723 271 4,556 22,110 

14,234 469 3,188 23,003 

20.579' 1,164 2,762 31,170 

( Not.: T’ho souroe noto applieo to ffguro IV.11 and tablo IV.11. 

‘One eudlt rwulted in IRS recommending $7 billion in additional taxes. This audit may explain the significant increase in 
dollam recommended from 1996. 

/ %e “other” category includr fidudary, estate, gift, ox&e, windfall profit, foreign corporations, small busineas 
corporation-typo roturnr, and return. of domeatio oorporationr involved In export sales. 

Source: GAO computations using data from IRS Annual Rwork end grou domeetic product indexes. 
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Table iV.12: Recommended Additional Tax and Penalties BY TYW of Return in Current Dollars 

Dollars in miiiions 

Fiscal year individual Corporation Employment Other“ Total 

1986 $5,848 $10,750 !&310 $2,462 $19,310 

1987 5,909 10,436 351 2,676 19,366 

1988 5,342 11,486 204 2,944 19,976 

1989 4,225 11,788 251 4,221 20,485 

1990 4,933 13,735 463 3,076 22,197 

1991 6,865 20,57gb 1,164 2,762 31,170 

vhs “other” category includea fiduciary, oatate, gift, excise, windfall profit, foreign corporationa, small burineas 
oorporatlon-type returnq and returns of domaotic corporationa involved in export 6alee. 

“One audit raeulted in IRS recommending $7 billion in additional taxes. This audit may explain the eignifioant increase in 
dollars recommended from 1999. 

Source: GAO computations using data from IRS Annual Reporta. 
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Fiwre iV.12: Recommended Additional Tax and Penalties From Audits of individual Returns In 

7609 Dollnrr In mllllonr 
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Table iV.13: Recommended Additional Tax and Penalties From Audits of Individual Returns in 
1991 Dollars 

Dollars In miiilons 

Fiscal year Schedule C Schedule Fb Other individuals Total 

1986 s19605 $158 $5,298 s7,(161 

1987 1,663 309 4,947 6,919 

1988 1,472 92 4,451 6,015 

1989 1,239 76 3,246 4,661 

1990 l&W 116 3,516 5,112 

1991 1,745 127 4,793 6,665 
r” , 
Nolo: The 8ourcI noM applies to both figure IV.12 and table IV.13. 

‘Sehoduk C (Form 1040) is filed by l olf-omployad individurlr. 

%choduk F (Form lg40) is filed by individual, reporting profit or lore from farming. 

Source: GAO computationr urlng data from IRS Annual Reports 8nd grou domestic product indexoe. 
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Table iV.14: Recommended Additional Tax and Penalties From Audits of individual Returns in 
Current Doliarq 

Dollars in miiiions 

, 
Flscai year Scheduls C? Schedule F” Other individuals Total 

1986 $1,329 $131 s4388 $5,848 
1987 1,421 264 4,228 5,913 

1988 1,367 82 3,953 5,342 

1989 1,146 70 3,007 4,225 

1990 1,426 112 3,393 4,933 

1991 1,745 127 4,793 6,665 

%chedulo C (Form 1040) ie filed by self-ornployod individuals. 

bSchaduto F (Form 1040) is Wlad by individualr reporting profit or lorr from farming. 

Sourer: GAO computationa wing data from IRS Annual Reports. 
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Flwre IV.13: Recommended Additional lax and Penalties From Audlts of Corwration Returns 
In 1991 Dollars 
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Table IV.15: R8COtnm8nd8d Additional Tax and Penalties From Audlts of Corporation RetUrnS in 
1991 Dollars 

Dollars in millions 

Under $10 $10 million and 
Fiscal year Assets not reported million In assets more in assets Total 

1986 $193 $1,185 $11,602 $12,980 

1987 243 805 11,155 12,203 

1988 189 866 11,899 12,934 

1989 431 586 11,706 12,723 

1990 166 832 13,236 14,234 

1991 164 1,037 19,378’ 20,579 

Nolo: The oource noto appliw to both figure IV.13 rnd table IV.15 

Yore l udlt rooultod in IRS recommending $7 billion in additional taxw. This rudit may explain the rignificant increeoe in 
dollua rocommonded from 1990. 

Souram: GAO computations wing data from IRS Annual Reports and gross domestic product indexee. 
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Table iV.16: Recommended Additional Tax and Penalties From Audits of Corporation Returns in 
Current Doilarq 

Dollars In mIllIOns 

1987 208 688 

1988 150 769 

1990 160 803 

1991 164 1,037 

$10 miiiion and 
more in assets 

$9,609 

9,534 

‘Ono sudit rrultwl in IRS recommending $7 billion in additional taxoe. This audit may explain ho rignificent increase in 
doilrrr wornmended from 1990. 

Source: IRS Annual Rqorts. 
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Figure iV.14: No-Change Rate by Tvw of Return 
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Table iV.17: No-Change Rate by Type of Return 

Fiscal year individual Corporation Employment Other” 

1988 13% 16% 10% 16% 

1987 14 14 20 14 

1988 15 17 9 11 

1989 14 22 6 11 
7-~ 

1990 16 19 

1991 15 21 

Note 1: Note 2 end the eource note epply to both figure IV.14 and table IV.17. 

6 13 

6 17 

Note 2: The no-change rate ir the percentage of total returns examined for which IRS does not recommend any 
additional tax. 

1 The “other” category Includes flduciery, eotate, gift, excise, windfall profit, foreign corporation, small business 
i corporation-type returns, and returns of domestic oorporatlonr involved In export sales. 

Source: GAO computations usfng data from IRS Annual Reports. 
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Flaw iV.l$: Pemntam of Return Transferred to the Armwls Functloq 
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Table iV.18: Percentage of Returns Transferred to the Appeals Function 

Fiscal year individual Corporation and other’ 

1988 18% 18% 

1987 14 21 

1988 11 20 

1989 9 20 

1990 10 20 

1091 9 23 

Note 1: Note 2 and 3 md the WW~O noto apply to both ffguro IV.15 and tablo IV.18. 

Nota 2: The donominator for thb indkaor k thr number of roturnr oxaminod thet rwulted in IRS racommendfng 
addItional tax.& 

Noto 3: IRS’ datr dfd not provide wffioiant dotail to idontffy oorporrto AMI 0th~ return8 wparaWy. 

?rha “othet” Category fneludr fiduoky, wtato, gift, l xcioe, windfdl profit, fordgn CorporMion, emrll buafnou 
oorporetion-typa roturru, ad returnr of domoetic oorporatione involved in l xporl oak. 

Sour-: GAO eomputatfona using data from IRS’ Audit Information Management Syrtom raporta. 
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Flpure IV.16: Number of Montha ft Takes to ConMete an Ewamlnation of an Individual Return 
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Fiocrl year 

Revenueagent 
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Table IV.19: Number of Months It Takes to Complete an Examlnatlon of an lndlvldual Return 

F&al year 

1987 

Revenue agents lax auditors 

11.4 8.1 

1989 11.1 8.3 
I 

Note: The 8ouroa nolo l ppiioa to both figure IV.16 and t&k IV.18. 

&wow Tha Commiuionr’r Ovwviaw Rowrl (Nov. l@Ql). 
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Fl~un IV.17: Number of Months It Takes to Complete an Examlnatlon of Comoratlon and Other 
Type8 of Return8 
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Table IV.20: Number of Months It lakes to Complete an Examination of Corporation and Other 
TV~MM of Returns 

P;; 

F&al year Number of months 

1987 16.5 

1988 20.8 

1989 17.9 

1990 13.0 

1991 12.5 

Noto 1: Nota 2 md tha source noto apply to both figure IV.17 and tsblo IV.20. 

Nok 2: Exduti audib undr s spaciai progrun that oovors 1,700 corporation8 with rrrotr u8urNy uceeding 5250 
mlIllm. 

Sourraw The Commlulonr’s Ovwviow Roporl (Nov. lW1). 
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Fkiure IV.18: Number of Examination Hours Scent per Return bv Tvoe of Return 
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Table IV.21: Number of Examination Hours Went w Return bv TvDe of Return 

Fiscal year Individucll Corporation Employment Ux Othd Nontaublob 

1986 7.0 79.1 4.4 13.6 27.1 

1907 7.1 96.9 5.9 16.9 33.4 

1988 0.8 105.9 5.9 14.0 37.5 

lW0 9.0 01.4 5.8 17.7 30.5 

1990 9.7 94.9 6.0 15.5 42.4 

1931 7.5 94.1 6.1 16.1 45.6 

Note: The aource note xpplior to both flguro IV.18 l nd tablo IV.21. 

‘The “other” crrtogory Includw fiduduy, mulo, 0111, l xdoe, windfall profit, fordgn oorporation, small businws 
oorporatioetypo roturnr, and roturns of domostio corporltiorw involved in oxport ulos. 

%a “nontuablo” category includes roturns, ruoh as prtnrship roturns, whore no tax h raquirod by kw because the 
Ir* Is dktributad to other typo of roturns. 

Soureo: GAO computations uring dats from IRS Audit Information Monagomont System rapor@. 
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Flwre IV.19: Dollars Dar Hour for lndlvldual and Corporation Returns In 1991 Dollars 
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Table IV.22: Dollars wr Hour bv TVDB of Return In 1991 Dollars 

Fiscal year lndlvldual Corporatlon Employment OtheP 1 
1988 $906.5 $2,784.2 $1,499.6 $2,804.3 

1987 883.1 2,844.5 819.0 3,159.8 

1988 843.0 3,262.7 942.5 3,948.8 

1989 510.7 2,520.7 847.4 4,719.J 

1990 597.4 2,108.2 778.4 3,425.3 

1991 856.0 3,549.sb 1 JI82.4 3,213.g 

Note: The Wura noto l ppliu to both fiiuro IV.19 and table IV.22. 

7ha “other” wtagory includw fiduduy, wtatq gift, rxcisr, windfall profit, foreign corporation, small busineu 
eerporation-typo roturns, and roturnr of domostio oorporations involved in oxport salw. 

%W audit rwultod in IRS rowmmonding $7 billion in additional taxes. This audit may explain the signifioant increase in 
ddlw roommondad from 1990. 

Souree: GAO wmputationa using data from IRS Audit Information Ysnogomont System reporte and grow domestic 
product indoxw. 
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Table IV.23: Dollars cm Hour by TYPB of Return In Current Dollars 

APPENDIX IV 

II 
II 1991 

2,335.4 785.1 

2,032.4 751.1 

3,549sb I 

-4 Other 

$2,158.9 

rho “other” category includr fiduciary, eetnte, gift, ox&e, windfall profit, foreign corporation, amall businees 
corporation-type returns, and returns of domestic corporations involved in export sales. 

bOne audit resulted in IRS recommending $7 billion in additional taxss. This audit may explain the significant increaM in 
~ dollars recommended from 19w). 

Source: GAO computations using data from IRS Audit Information Management System report@. 
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Flgure IV.20: Dollars Recommended Rer lndlvldual Return In 1991 Dollars 

Dollars par rotum 

ij-; 

4500 

3500 

2600 

0 

1086 1907 1888 1980 1990 1 

Plrcal year 

Table IV.24: Dollars Recommended wr Individual Return In 1991 Dollars 

F&al year Dollars per return II 

1987 0,235 
II 

1988 I 5,669 II 
1989 4,513 

199a 5,782 

I 1991 I 6,460 11 
Note: Tha eoura noto applies to both figure IV.20 nd tabk IV.24 

Sourer: GAO cornpukltiorw using data from IRS Audit Information Wanagomwtt Syrtetn roporta nd grow domwtic 
produot indoxa& 
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Table Iv.25: Dollars Rwummended Dar lndlvidual RetUrn In CUrrOM Dollaq 

APPENDIX IV 

Sourao: GAO aornputations using d& from IRS Audit Information Managomont Syrtom ropork 



APPENDIX IV APPENDIX IV 

Flaure IV.21 : Dollars Recommended psr Comoratlon Return In 1991 Dollars 
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Table IV.28: Dollars Recommended per Corporation, Employment Tax, and Other TYWS of 
Returns In 1991 Dollars 

1 Fiscal year 1 Corporatlon 1 Employment 

1989 230,334 4,925 

1990 199,984 4,580 

OtheP 

$35,451 

50,243 

55,425 

83,728 

53,017 

i 1991 I-- 334,101b I 8,448 1 ‘W92 11 
Note: The source note applier to both figure IV.21 and table IV.26. 

‘The “other” aategory includea fiduciary, eetate, gift, ox&e, windfall profit, foreign corporation, small business 
corporation-type returnr, and returmt of domestic corporation8 involved in export sales. 

bOne audit rerulted in IRS reoommending $7 billion in additional taxes. This audit may explain the significant increase in 
dollerr recommended from 1990. 

Source: GAO computations ualng data from IRS’ Audit lnformatlon Management System reports and gross domestic 
produat indexes. 
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TablO IV.27: Dollara Recommended w Comoratlon, Emdovment Tax. and Other ‘fbes of 
Returns In Current Dollars 

Fiscal 
year 

1980 

Corporatlon Employment Other, 

$181,158 $5,493 $29,381 

1987 235,509 4128 42,943 

1988 306,873 4910 49,219 

1989 213,403 4563 77,574 

1990 192.957 4518 51.159 

1991 I 334,101b 6448 48,392 

The ‘other” oategory includoa fiduciary, Wats, gift, oxciw, windfall profit, foreign corporation, small burine8r 
oorporation-typo returns, and roturne of domostia corporations involved in export sales. 

bOne audit rwultod in IRS rocommonding $7 billion in additional taxer. Thir audit may explain the significant increase in 
dolleta recommended from 1990. 

Souracr: GAO computation8 using data from IRS Audit Information Management System reports. 
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Fl~ure JV.22: Number of Audits ComPleted Der Revenue ApenW’ax Auditor Staff Yew 
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Table fV.28: Number of Audits CornDIeted ~8r Revenue AgentiTax Auditor Staff Year 

Flscal vear 1 Number of audits cornDIeted 

1986 71.66 

1987 61.04 

1968 62.34 

1989 48.43 

1990 60.07 

1991 49.08 

Nok 1: Noto 2 nd the aourco nolo rpply IO both figurr IV.22 and ublo lV.28. 

Nob 2: Audito complelod rt rrvioo canterr are rrcludod. 

Souroo: GAO computationa wing data from IRS’ Audit lnlormrtion Manrgemmnl Syrtem ropork 
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INDICATORS FOR THE COLLECTION FUNCTION 

OVERVIEW OF THE COLLECTION FUNCTION 

The Collection function is responsible for collecting taxes from 
taxpayers who did not file required returns or who filed returns 
but did not pay the required tax, The collection of delinquent 
taxes and securing of delinquent returns is a three-stage 
process, with a different organizational unit responsible for 
each stage. 

The collection process begins after IRS assesses taxes owed. 
Taxes can be assessed as a result of (1) a return filed by a 
taxpayer that has some or all of the tax liability unpaid, (2) an 
adjustment made by the service center that increases tax 
liability, (3) an audit of the return, or (4) a return prepared 
by IRS, in the event the taxpayer does not file a return. 

At the first step of the collection process, the service center 
generates notices to taxpayers requesting that either outstanding 
taxes be paid or unfiled returns be filed. This process 
continues until (1) the taxpayer provides IRS with a payment 
and/or tax return or (2) a specified number of notices have been 
sent.l Final notices are sent by certified mail. For balance 
due accounts, the final notice alerts the taxpayer that if 
his/her payment is not received within 30 days, IRS can levy the 
taxpayer's assets without further notice. For delinquent 
returns, the final notice alerts the taxpayer that if he/she does 
not contact IRS within 30 days to resolve the account, he/she can 
be summoned to produce tax records. 

If the taxpayer does not respond at the notice stage, the 
information is generally transferred to IRS' Automated Collection 
System (ACS). ACS consists of computers and terminals at IRS' 10 
service centers and 23 collection call sites. At this point, 
balance due accounts are referred to as taxpayer delinquent 
accounts (TDA) and nonfiler cases are referred to as taxpayer 
delinquency investigations (TDI). Call sites attempt to resolve 
TDAs by telephone contact with the taxpayer and third parties. 
The objectives of the contact are to obtain full payment, to 
determine the appropriate enforcement tool if the taxpayer does 
not comply, and to advise the taxpayer of the enforcement action 

I for failure to comply. For TDIs, the objectives of the contact 
are to (1) verify the taxpayer's address and financial I 

I information, (2) request that the return be filed with full I payment, (3) establish a specific date for filing, and (4) if the 

'Depending on the amount of taxes owed, taxpayers receive from 
two to five notices for balance due accounts and one to four 
notices for delinquent returns. 
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taxpayer refuses to file, 
of failure to file. 

advise the taxpayer of the consequences 

If a case is not resolved by ACS, it is usually transferred to an 
automated management system in one of the district offices. If 
the case has a low estimated net yield, it will be held in a 
queue until workload priorities or staffing levels change or the 
lo-year statute of limitations expires. For those cases that are 
put in active status, a revenue officer will visit the taxpayer 
and take other steps to collect the taxes owed or secure a tax 
return. 

Revenue officers have a wide variety of collection tools 
available to resolve a TDA. It can be resolved by the taxpayer 
voluntarily making a full payment; an enforcement action, such as 
a lien, levy, or seizure; an installment agreement that 
establishes payment schedules based on the financial situation of 
the taxpayer; or a determination that the account is currently 
not collectible because the taxpayer cannot be located or the 
taxpayer is unable to pay. For TDIs, revenue officers attempt to 
secure a tax return with a payment. A collection tool that 
revenue officers have for TDIs is the issuance and service of a 
summons for the taxpayer to produce tax records so that a return 
can be prepared. 

New Indicators for the Collection Function 

As part of its strategic planning process, the Collection 
function identified several new performance measures for each of 
its organizational components. Headquarter and field executives 
agreed that for the 1992 annual business review process, field 
performance would be tracked against the following indicators: 

-- the percentage of assessed tax liability that is collected as 
of the date the case is disposed by the field office, 

-- the percentage of calls answered by ACS, 

-- the number of days it takes to close correspondence at the 
service center, and 

-- dollar turnover at calls sites and field offices.' 

In addition to these new measures, in fiscal year 1992, the 
Collection function continued to track measures it used in 1991. 
These measures included dollars collected per staff year, dollars 
assessed per staff year, the percentage of TDAs and TDIs that 

2The dollar turnover rate is the number of weeks it would to take 
to work the current dollar inventory, assuming no new workload is 
received. 
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were in field offices for over 15 months, the inventory turnover 
rates, and correspondence cycle times for the Service Center 
Correspondence Branch. 
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Flm~re V.l: Obllgatlons for the Collectlon Functlon In 1991 Dollars 
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Table V.l: Obllgatlons for the Collectlon Function 

Dollars In thousands 

Fiscal year 

1966 

Current dollars 1991 dollars 

$606,496 $732,304 

1967 660,659 772,971 

1988 799,614 900,657 

1989 833.076 899,169 

1990 878,467 910,369 

1991 874,491 874,491 

Note: The 6ource note applies to both figure V.1 and table V.l. 

Source: Current dollars are from IRS Annual Reports. 1991 dollars are GAO computations using data from IRS Annual 
Reports and g’toss domestic product index-. 
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Flgure V.2: Number of Full-Tlme Eaulvalents for the Collectlon Function bv Data Sourca 
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Table V.2: Number of Full-Tlme Equivalents for the Collectlon Function bv Data Source 

Fiscal year 

1986 

1987 

Budget data 

17,147 

17,615 

1988 20,353 

1989 20,368 

1990 

1991 

Note 1: Note 2 applieo to both figure V.2 and table V.2. 

19,870 

19,482 

Annual Report data ~- 
15,571 

16,266 

18.546 

18,470 

18,034 

18,605 

Note 2: Budget data include reeourco management staff. The Annual Report data do not include this staff but include 
other staff that ir funded through reimbursements IRS receives from other agencies. 
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Flaure V.3: Revenue Officer Full-Time Equivalents 
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Table V.3: Revenue Officer Full-Tlme Eaulvalents 

Fiscal year Full-time equivalents 

1981 

1982 

1983 

1984 

1986 

1986 

1987 

1988 

1989 

1990 

1991 

Note: The aourca note applies to both figure V.3 and table V.3. 

Source: IRS Annual Reports. 

5,312 

5,989 

7,296 

7,527 

7,386 

7,247 

7,229 

8,238 

8,105 

7,601 

7,929 
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Figure V.4: Staff Years Spent on TDAs and TDls 
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Table V.4: Staff Years Spent on TDAs and TDls 

Fiscal year 

1987 

1988 

Staff years spent on TDAs 

8,616 

9,228 -~- 
1989 I 9,667 

1990 9,438 

1991 9,686 

Note: The wurce note applieo IO both figure V.4 and table V.4. 

Staff years spent on TDls 

1.593 

1,692 

1,591 

1,377 

1,520 

A 

Source: GAO computetions using dale from IRS’ Collection Activity Analytical reports. 

81 



APPENDIX V APPENDIX V 

Flaure V.5: Direct Time for ACS and Field Offlces as a PerCentaSle of Total Tlme 
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Table V.5: Direct Time for ACS and Field Offices as a Percentage of Total Time 

11 y”,“’ year 

1987 

1988 

IY 
II 1991 

Direct time for ACS 

51.6% 

49.8 

52.0 

52.6 

47.9 

51.3 

Direct time for flelNfof~a;le 11 

II 
A 

Noto: The wurce note applier to both figure V.5 and table VS. 

Source: GAO computationa uring data from IRS’ Automated Collwtion Branch and Collection Field Activity Monthly 
report8. 
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Figure V.6: TDA Workload 
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Table V.6: TDA Workload 

Prior year endlng Current year 
Fiscal year Inventory Issuances Total workload 

1987 1,937,727 3,109,435 5,047,162 

1988 2,322,021 3,104,997 5,427,018 

1989 2,776,444 3,290,203 6,066,647 

1990 3,170,184 3,513,696 6,683,880 

1991 3,530,799 3,815,065 7,345,864 

Note: The source note applies to both figure V.6 and table V.6. 

Source: Ending inventory and current year issuances are from IRS TDA Cumulative reports. Total workload is a GAO 
computation. 
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Fkture V.7: Percent898 of TDA Active Inventorv bv Age 
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Table V.7: Percentage of TDA Active lnventorv by Age 

Fiscal year 9 months or less 10 to 15 months 16 months or more 

1987 72.5% 15.8% 11.8% 

1988 68.6 17.1 14.3 

1989 67.2 16.3 16.6 

1990 68.0 15.0 17.0 

Note 1: Note 2 and the source note apply to both figure V.7 and table V.7. 

Note 2: Inventory aging is based on the length of time a case is in a particular function (ACS or field office). Because 
casss move back and forth between functions and the queue, this indicator does not reflect the true age of the inventory. 

Source: GAO computations using data from IRS’ TDA Cumulative reports. 
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Fiwre V.8: TDA Dls~osltiong 
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Table V.8: TDA Dlsposltions 

Fiscal year TDA dispositions 

1986 

1987 

1988 

1989 

1990 

1991 

Note 1: Note 2 end the source note apply to both figure Y-8 and table V.8. 

2,418,807 

2,631,407 - 
2,616,764 

2,847,226 

3,115,736 

3,366,292 

Nob 2: Dispositions are reported for each individuel tax ddinquency and therefore do not correspond to the number of 
delinquent taxpayers because a taxpayer may heve more than one delinquency. 

Sourca: IRS’ TDA Cumulative reports. 
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Flpure V.9: TDAs Olswsed bv InstMmsnt Agreements 

900 Number of dlefmdtlom In thouaandr 

1966 1967 1966 1989 1990 1991 

Flscrl year 

Table V.9: TDAs Disposed by Installment Agreements 

Fiscal year 

1986 

TDAs to installment agreements 

284,369 

1987 289,406 

1988 348,672 

1989 431,000 

1990 571,216 

1991 745,233 

Note 1: Note 2 and the source note apply to both figure V.9 and table V.9. 

Note 2: Installment agraamenta astablish payment schadules to pay for tax delinquencies based on the financial 
condition of the texpayer. 

Source: IRS’ Installment Agreement Cumulative reports. 
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Flpure V.10: Number of Accounts Posted to Currently Not Collectible Status 
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Table V.10: Number of Accounts Posted to Currently Not Collectible Status 

Fiscal year Number of accounts 

1986 610,115 

1987 617,729 

1988 591,558 

1989 759,283 

1990 939,187 

1991 1,002,053 

Note: The eourca note applfoa to both figure Y.10 and table V.10. 

&uroe: IRS’ Recap of Accounte Currently Not Collectible reports. 
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Flfture V.ll: Dollars Posted to Currem Not Collectible Status In 1991 Dollars 
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I Table V.ll: Dollars Posted to CUrrenthr Not Collectible Status 

It ;:I year Current dollars 1991 dollars 

$2,666,332,012 

3,248,156,217 

4,285,413,877 

5,961,567,407 

7,789,536,768 
8,412,292&W 8,412,292,640 11 

Note: The source note applies to both figure V.11 and table V.11. 

Source: Current dollan are from IRS’ Recap Of Accounts Currently Not Collectible reports. 1991 dollars are GAO 
computations wing data in IRS’ report and gross domestic product indexes. 
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Flgure V.12: Dollars Collectsd Der Field Function and ACS Staff Year In 1991 Dollars 
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Table V.12: Dollars Collected per Field Function and ACS Staff Year In Current and 1991 Dollars 

Dollars In thousands 

Fiscal year 

1989 

Dollars 
collected by 
field 
function 

$388 

Dollars 
collected by 
field 
function In 
1991 dollars 

$394 

~ II 1990 I 389 I 382 

~ Note: The ouroe note applies to both figure V.12 and table V.12. 

Dollars 
collected by 
ACS 

$1,189 

Dollars 
collected by 
ACS In 1991 
dollars 

$1,283 

--29-z 
Souros: Current dollar8 are from IRS’ Annual Busin-• Plan Trloking report& 1991 dollars are GAO computation8 udng 
IRS’ data and gross domestic product indexrr. 
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Flours V.13: Number of Potential Individual Nonfiler Cases Referred to Collection 
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Table V.13: Number of Potential lndlvldual Nonfller Cases Referred to Collection 

Fiscal year Nonfller cases referred to cOllectIOn 

1989 4,073,987 

1990 4,528,245 

1991 4,613,676 

Nolo 1: Note 2 and the source note apply to both figure V.13 and table V.13. 

Note 2: Data were not available prior to fiscal year 1989. 

Source: IRS’ National inventory of Nonfiler Came report& 
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Figure V.14: Nonfiier First Notices issued to individuals and Businesses 
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Table V.14: Nonfiier First Notices issued to individuals and Businesses 

I 1 
Fircal year Notioao to individuals Noticao to bueineesea 

I JI 
1086 2,590,239 3,447,611 

1 
1987 3,315,469 3,513,822 

1988 2,305,707 3,828$41 

1889 1,528,821 4,257,885 

1990 1,971,069 3,629,539 

1991 1,881,OOl 3,371,215 

Note 1: Notes 2 and 3 and the source note apply to both figure V.14 and table V.14. 

Note 2: IRS genoratw nonfiler notice8 to individuals from ita Information Returns Program. IRS issues a notice to a 
business when IRS dm not receive a tax return for a businoes that requwt@d an employee identification number. 

Note 3: In 1987, according to an IRS official, IRS stopped ilr l topfilor notioo program for individuals, which may account 
for the decline in the number of individual notice* from final yoaro 1987-88. Instead of a notice, atop filers receive a 
reminder pamphtet. 

Source: IRS’ fDl Cumulative report% 
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F1m.m V.15: TDI Workload 

Numbar of TDls In thousands 

3soo 

3ooo 

2500 

2ooo 

1500 

loo0 

600 

0 

Fiscal year 

Current year Issuances 

Prior year ending Inventoty 

Table V.15: TDI Workload 

Fiscal year 
Prior year ending 
inventory 

1988 1,393,699 

1989 1,842,717 

1990 2,067,453 

1991 2,304,661 

Note: The source note applies to both figure V.15 and table V.15. 

Current year 
issuances Total workload 

1,532,727 2,442,091 

1,742,550 3,136,249 

1,368,007 3,210,724 

1,412,695 3,460,148 

1,432,041 3,736,702 

Source: Ending inventory and current year issuances are from IRS’ TDI Cumulative reports. Total workload is a GAO 
computation. 
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Figure V.16: Delinquent Returns Secured 
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Table V.16: Delinquent Returns Secured 

Fiscal year 

1987 

1988 

1989 

1990 

1991 

Number of returns 

4,154,430 

3,824,951 

4,535,996 

3,877,624 

3,720,963 

I Note: The source note applies to both figure V.16 and table V.16. 

Source: IRS’ Delinquent Return Activity report& 
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Ficlure V.17: Net Assessments for Deiinauent Returns and Associated Collections Made With 
Deiinauent Returns in 1991 Dollars 
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Table V.17: Net Assessments for Delinquent Returns and Associated Collections Made With 
Deiincauent Returns in Current and 1991 Dollars 

Dollars in thousands 

Ffurat year 

1987 

1988 

1989 

Net 888888lll8flt8 Collections Net assessments in CoIledions in 1991 
in current dollars in current dollars 1091 dollars dollar8 

68,162,454 $2,035,975 $9,550,071 $2382,091 

7,936,599 1,202,698 8‘937,287 1,3S4,337 

11,083,281 2,851,959 11,962,582 3,078,221 
I 

I 1990 1991 11,158,750 9.893.234 1,172,385 1,069.974 ll,S63,984 9,893,234 1,214$40 1,069,974 

Note 1: Notaa 2 and 3 and the source note apply to both figure V.17 and table V.17. 

Note 2: Net assessments are computed after accounting for taxes that have been prepaid or withheld. 

Note 3: If the tax ddinquenoy is not paid with Ihe relurn, a TDA will be erlabli8hd. 

(iouroe: Current dollars are from IRS’ Delinquent Return Activity reports. 1991 dollars are GAO computations from the 
Delinquent Return Activity report and gross domestic product indexes. 
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Figure V.18: Dollars Assessed her Field Function and ACS Staff Year in 1991 Dollars 
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Table V.18: Dollars Assessed uer Field Function and ACS Staff Year in Current and 1991 Dollars 

Dollars in thousands 

Fiscal year 

Dollars 
assessed field 
function 

Dollars Dollars 
asstwsed by Dollars assessed by 
field function in assessed by ACS in 1991 
1991 dollars ACS dollars 

1989 $188 $203 

1990 253 262 

1991 200 200 

Noto: The sourca note applies to both figure V-18 and table V.18. 

$586 $632 

636 659 

388 388 

Source: Current yew data are from IRS’ Annual Business Plan Tracking reports. 1991 dollars are GAO computations 
wing Annual Buiinwo Plan Tracking rqort data and gross dome& product indexes. 

95 



APPENDIX V APPENDIX V 

Fisture V.19: Deiinauent Tax Coiiwtions in 1991 Dollars 
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Table V.19: Deiinauent Tax Collections 

Fiscal year 

1993 

Current dollar8 1991 dollars 

$16,331,230,293 $21,912,315,875 

II-- 1994 18,440,956,347 21,138,372,446 

II 1985 18,252,847,397 22,622,454,931 
I I 

II 1986 19,593,281,680 23,657,522,772 
I I 

II 1987 22,885,077,243 20,775,540,374 
I I 

1988 23,307,849,128 26,240,567,351 

1989 23,491,363,482 25,355,069,441 

96 

1990 25,483,943,715 26,388,675,063 

1991 24,280,028,812 24,280,028,812 

Note: The wuroo note applier to both figure V.19 and table V.19. 

$ource: Current dollars are GAO computationr using data from IRS’ Detinquent Accounts Receivable Yield reports. 
1991 dollats are GAO computations wing data from IRS’ yield report, and gross domestic product indexes. 
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ACCOUNTS RECEIVABLE INVENTORY INDICATORS 

APPENDIX VI 

ACCOUNTS RECEIVABLE INVENTORY 

In the past, IRS' gross accounts receivable inventory has served 
two functions-- to identify the potential workload for the 
collection staff and for financial reporting. Before 1992, IRS 
reported all unpaid assessments for taxes, penalties, and 
interest as the gross accounts receivable. However, some of the 
amounts in the inventory do not represent valid receivables; they 
may be duplicative of other delinquencies, erroneous, or based on 
limited data. In addition, as we discussed earlier, IRS may not 
be able to collect some of the valid amounts because the taxpayer 
cannot be located or the taxpayer cannot pay. IRS estimated that 
75 percent of its reported 1991 fiscal year-end gross accounts 
receivable inventory was not collectible. 

In September 1992, for purposes of financial reporting, IRS 
deducted currently not collectible (CNC) amounts as well as 
amounts for the Trust Fund Recovery Penalty that were included on 
the individual master file. IRS removed the penalty cases 
because they duplicated the business tax liability that was shown 
on the business master file. The duplication existed because IRS 
assesses corporate officers (on the individual master file) for 
not withholding or not paying employment taxes that were withheld 
from taxpayers. 

The efforts we discussed earlier to eliminate duplicative and 
erroneous assessments may improve the reliability of the 
inventory as an indicator of potential revenue for the 
government. However, these efforts are not intended to provide 
IRS the capability to readily identify the assessments that 
should be included as receivables in its financial reports. As a 
result of preliminary findings from our financial audit, which 
questioned the method IRS used to report its fiscal year 1992 
receivables, IRS has agreed to revise its method for financial 
reporting. It is conducting a statistical study of its accounts 
receivable to determine a reliable estimate for valid and 
collectible receivables. We plan to assess this study as part of 
our ongoing financial audit of IRS. 

In commenting on a draft of this fact sheet, IRS officials 
expressed concern that we were using the gross accounts 
receivable inventory to report accounts receivable indicators. 
Because IRS is unable to adjust the gross accounts receivable 
inventory it reported in past years using its new methodology, 
they provided us with data showing the accounts receivable 
inventory for fiscal years 1988 through 1991 that excluded CNC 
and penalty accounts. We have included these data in this 
appendix. However, as we discussed earlier, we believe these 
numbers do not accurately reflect the dollar amount of valid and 
collectible receivables that may have been in the inventory. 
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Figure Vi.1 : Number of Accounts in the Accounts Receivable inventory 
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Table VI.1: Number of Accounts in the Accounts Receivable II’tVSntOIY 

1 Number of accounts 1 Number of accounts minus 

II Fiscal year in gross inventory CNC and penalty cases 
I I 

II 1988 ! 13,588,088 11 ,130,831 
I 

II 1989 15,082,973 12,420,791 
I I 

II 1990 15,471,405 12,688,909 
I I II 1991 I 17,356,347 I 14,123,948 

Note: The source note applies to both figure VI.1 and table VI.l. 

Source: Accounts in gross inventory acs from GAO computations from IRS’ Returns Processing Category reports. 
Accounts minus CNC and penalty oases are IRS computations. 
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Figure Vi.2: Dollars in the Accounts Receivable inventory 
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Table Vi.2: Dollars in the Accounts Receivable inventory 

Dollars in thousands 

Fiscal year 
1988 

1989 

1990 

1991 

Dollars in inventory minus 
Dollars in gross Inventory CNC and penalty cases 

$75,626,864 $48,480,120 

86,999,601 55,574,627 

Q&271,793 58,177,796 

110664,253 63,357,048 

Note 1: Notes 2 and 3 and the source note apply to both figure VI.2 and table V1.2. 

Noto 2: Dollars include nonmaster file accounts. 

‘$6.1 billion of the increase from 1990 to 1991 for the gross inventory is due to the extension of the statutory collection 
period from 3 to 10 years. 

Source: Dollars for gross inventory are GAO computations from IRS’ Returns Processing Category reports and 
nonmuter file aooount data, Dollars minus CNC and penalty cases are IRS calculations. 
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Figure Vi.3: Number of Accounts That Were More Than 1 Year Old 
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Table Vi.3: Number of Accounts That Were More Than 1 Year Old 

Fiscal year 

1988 

1989 

Number of accounts in Number of accounts minus 
gross inventory CNC and penalty cases 

7,287,699 5,566,827 

8,187,689 5,725,247 
A 

1990 8,714,720 

1991 9,723,015 

Note 1: Note 2 and the source note apply to both figure VI.3 and table Vl.3. 

Note 2: Excludes nonmaster file account data. 

6,125,031 

6,675,220 

Source: The number of accounts in the gross inventory are GAO computations using data from IRS’ Returns Processing 
Category reports for accounts that were more than 360 days old. The number of accounts minus CNC and penalty cases 
are IRS computations. 
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Flaure Vl.4: Accounts Recalvable Dollars That Were More Than 1 Year Old 
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Table Vl.4: Accounts Receivable Dollars That Were More Than 1 Year Old 

Dollars In thousands 

Gross accounts receivable Gross Inventory mlnus CNC and 
F&al year Inventory penalty cases 
1988 $49,085,879 $28,959,703 
1989 56,897,428 28,423,249 
1990 05,038,184 31,148,038 
1991 78,299,562 32,898,555 

I, ,,,, 
Note: The eouroa note applies to both figure VI.4 and table V1.4. 

&WCO: Grou aooounlr, receivable dollars in inventory are GAO oomputationo ueing data from IRS’ Returns Proceasing 
Category rworta for accounto that were more than 360 day* old and nonmaster file account data. Gross inventory 
minuo CNC and penalty case* are IRS aomputationr. 
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INDICATORS FOR TAXPAYER SERVICE ACTIVITIES 

TAXPAYER SERVICE ACTIVITIES 

IRS does various things to help taxpayers comply with tax laws. 
It provides help, for example, through three forms of telephone 
assistance. IRS' toll-free system provides personnel to help 
answer tax law, procedural, and account questions. Tax law 
matters include technical tax information related to specific 
laws and regulations. Procedural matters involve routine issues, 
questions, such as where to file a tax return or how to get a 
particular form or publication. Account matters concern tax 
bills and notices. Tele-tax is another form of telephone 
assistance through which taxpayers can get recorded tax 
information on numerous tax law issues and on the status of their 
refunds. IRS also has a special toll-free service for taxpayers 
to order forms and publications. 

In addition, IRS provides walk-in assistance at various 
locations. At these locations, taxpayers may receive help in 
preparing their returns or obtain copies of forms and 
publications. Also, throughout the year, IRS offers a wide 
variety of educational and assistance programs. For example, 
both the Volunteer Income Tax Assistance and the Tax Counseling 
for the Elderly programs use trained volunteers to prepare tax 
returns at sites throughout the community for people with special 
needs and for whom professional help is often unavailable. 

IRS' Taxpayer Ombudsman, who reports directly to the Commissioner 
of Internal Revenue, oversees the Problem Resolution Program 
(PRP), which is another program that provides assistance to 
taxpayers. PRP aims to solve tax problems that have not been 
resolved through normal channels. PRP officers in each district, 
service center, and regional office are authorized to intervene 
to ensure that IRS' dealings with taxpayers are correct and 
appropriate. These PRP staff also work with other functional 
areas to implement the Omnibus Taxpayer Bill of Rights. Among 
other things, this law authorized the Ombudsman to issue Taxpayer 
Assistance Orders that would rescind or change an IRS action if 
IRS' administration of tax laws causes or is about to cause a 
significant hardship for a taxpayer. Requests for relief can be 
made by taxpayers or their representatives or by IRS employees. 

The Taxpayer Service function, which is responsible for most of 
IRS' taxpayer assistance efforts, has developed a new performance 
measure called the total program productivity index. This index 
is a measure of all correct units completed (telephone calls 
answered, taxpayers assisted at walk-in sites, correspondence 
cases, and Tele-tax inquiries) divided by the total number of 
staff hours spent doing these activities. 
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Not all programs that are designed to help taxpayers fall under 
the Taxpayer Service function. For example, in addition to the 
Ombudsman who is part of the staff of the Commissioner of 
Internal Revenue, the ACS staff within the Collection function 
also have extensive interactions with taxpayers to resolve 
account-related matters. To address its organizational 
fragmentation in dealing with taxpayers, IRS developed an 
initiative called One Stop Service that is designed to coordinate 
its assistance to taxpayers through a combination of technology 
and expanded authority. 

One Stop Service has short- and long-term goals. In the short 
term, IRS is focusing on improving its telephone service by 
expanding the authority of its employees so that they can resolve 
taxpayer account problems. IRS' long-term goal is to resolve 95 
percent of all customer service inquiries through a single 
taxpayer contact with the agency. In April 1992, we said that 
the success of One Stop Service will depend on the ability of 
assistors to secure and retrieve comprehensive account data.' 
This ability in turn requires the completion of several major Tax 

: Systems Modernization projects. 

,’ 

'One Stoo Service: A New Concept of Assistance for Taxpayers 
(GAO/T-GGD-92-33, Apr. 28, 1992). 
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Figure VII.1: Funds Obllmt8d for the Taxpayer Service Functlon In 1991 Dollars 
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Table VII.1 : Funds Obllgat8d for the Taxoayer Servlce Function 

Dollars In thousands 

Fiscal year In current dollars In 1991 dollars 
1986 $208,212 $251,401 

1987 249,508 292,039 
1988 329,597 371,153 

1989 358,019 386,423 

1990 372,087 385,599 

1991 368,050 368,050 

Note: The sourea note applies to both figure VII.1 and table Vll.1. 

Source: Current year dollars are from IRS Annual Reports. 1991 dollars are GAO computations ucring Annual Report 
data and gror domeotic produot indexer. 
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Figure Vll.2: Number of Full-Time Eaulvalents for the Taxpayer Servlce Function bv Data Source 
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Table Vll.2: Number of Full-Time Eaulvalents for the Taxpayer Service Function bv Data Source 

F&Cal year 

1986 

1987 

1988 

1989 

1990 

1991 

Budget data Annual Reporl data 

5,696 5,326 

6,257 6,005 

8,398 7,853 

8,073 7,495 

7,998 7,449 

8,631 8,297 

Note 1: Note 2 and the eource note apply to both figure VII.2 and table Vll.2. 

Note 2: Budget date include resources management staff. The Annual Report data do not include this staff but include 
other 8taff that is funded through reimbursements IRS receives from other agencies. 
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Flaure Vll.3: Number of Permanent and Nonpermanent Taxpayer Service Staff 
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Table Vll.3: Number of Permanent and Nonpermanent Taxpayer Service Staff 

F&al year Permanent Nonpermanent 

1986 3,356 2,340 

1987 3,970 2,281 

1988 5,384 3,014 

1989 5,985 2,088 

1990 5,795 2,203 

1991 6,226 2,465 

Nota 1: Note 2 and the source note apply to both figure VII.3 and table Vll.3. 

Noto 2: The number of permanent staff inoludw raaources managem~t staff that may be involved in Wining, budget, or 
other staff functionr. Aooording to IRS budget staff, for thwo years for which data were available, reaouroes 
m8nagement staff may have accounted for anywhere from 3 to 7 portent of pormenent staff. 

Souroo: IRS budget l ubmiesione. 
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Figure Vll.4: Percentage of Total Telephone Calls Answered by Type of Call 
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Table Vll.4: Percentage of Total Telephone Calls Answered by Type of Call 

Fiscal year Account-related calls Procedural calls Tax law calls 

1986 30.6% 41.4% 28.0% 
1987 29.7 34.7 35.6 
1988 36.5 26.5 35.0 
1989 41.6 26.5 31.9 
1990 39.9 28.2 31.9 

1991 36.4 27.3 36.3 

Note: The source note applies to both figure VII.4 and table Vll.4. 

Source: IRS’ Qusllty Managemont Information Syrtem for tho Taxpayer Service function. 
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Flaure Vll.5: Toll-Free Teleohone Answer Rate for Tax Law, Account, and Procedural Questions 
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Table Vll.5: Total Toll-Free Teleohone Calls Received, Calls Answered, and Answer Rate for Tax 
Law, Account, and Procedural Questions 

Fiacel year 

1981 

1982 

1983 

Tot61 call0 received in Percentage of total call* 
millionr Calls anaworad in million8 anrwered 

80.6 35.2 43.7% 

85.3 38.3 44.9 

92.3 38.8 42.0 

80.9 41.4 51.2 I 
II 1965 151.v 41.1 27.2 

1986 69.4 37.9 54.6 

1987 81.3 34.7 42.7 

1988 02.2 38.5 61.9 
I 

II 1909 73.5 37.0 50.3 

1990 87.3 33.9 38.8 

1991 84.0 35.1 41.3 

Noto: Tho oouroo note applies to both figure VII.5 and table Vll.5. 

Wl8’ computer problem* in 1955 caused delays in issuing refund.. There delay8 probably account for the large number 
of callr received. 

Source: Total calls anewered and answer rata are from GAO computations using IRS Toll-Free Telephone data. Call8 
answered are from IRS’ Telephone Data rePor@. 
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Flaure Vll.6: Total Number of Taxpayers Asslsted 
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Table Vll.6: TaxDayers Asslsted by Type of Assistance 

In mllllons 

Toll-fru Writton 
telaphono Tde-tax Walk-in oontacta I 

37.9 7.9 8.1 0.2 

34.7 10.9 7.1 0.2 6.4 0.3 59.8 
I I I 

38.5 13.4 7.4 0.2 7.5 0.2 67.2 

37.0 27.8 7.0 0.2 7.9 0.2 80.1 
I 

7.9 1 
I 

33.9 22.1 7.1 0.2 0.2 1 71.4 

36.1 28.9 7.2 0.2 6.1 I 0.2 I 77.7 

Noto: The uwroa note appliw to both figure VII.6 and table VII.6 

Sourw Toll-frcn talephono data are from Telephone Data reports; Telatax and taxpayer education program data are from 
IAS’ annual budget l ubmluionr; Walk-in, Writtan Correspondence, and Problem Resolution Program data aro from IRS 
Rwouroao Manag*mont Information System. 
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Figure Vii.7: Number of Calls Answered 1)8r TaxDaver Assistor Staff Year 
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Table Vii.7: Number of Calls Answered Dar TaXDgYgf Assistor Staff Year 

Fiscal Staff Calls Calls answered 
year years answered per staff year 

1986 2,064 37,863,154 

1987 2,246 34,655,448 

1966 2,809 36,525,695 

1969 2,912 36,981,910 

1990 2,836 33,905,813 

1991 3,040 35,099,779 

Note 1: Note 2 and the source note apply to both figure VU.7 and table WI. 

18,345 

15,430 

13,715 

12,700 

11,956 

11,546 

Note 2: IRS attribute part of the decline in calls answered per staff year to its increased efforts to ensure quality and 
ou8tomer l atirfaction in every taxpayer contact. 

Source: Staff years and callr anawered per l taff year are GAO computations uoing data from IRS’ Resources 
Managament Information System for Taxpayer gervice and Telephone Data reports. Calla answered are from Telephone 
Data report8, 
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Figure Vil.6: TelePhone Accuracy Rate for Tax Law Questions 
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Table Vii.6: Telephone Accuracy Rate for Tax Law Questlons 

Fiscal year Percentage of total calls answered correctly 

1986 63% 

1987 79 

1986 64 

1989 63 

1990 77 

1991 84 

Note 1: Note 2 and the source note apply to both figure VII.8 and table Vll.8. 

Note 2: Ratae for fkal year* 1986-88 may not be comparabte becawe GAO changed the methodology for determining 
ttwurtwy rateo. 

Souroe: Data from fiooal yearo 18881988 are from GAO torto. Data from fiscal years 198891 are from IRS’ integrated 
Tat Call Survey Syatem. 
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Flaure Vll.9: Toll-Free Telephone Answer Rate for Forms and Publications 
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Table Vll.9: Toll-Free Telephone Answer Rate for Forms and Publications 

Fiscal year Percentage of total calls answered 

1990 42% 

1991 53 

Note: The aour- note applies to both figure VII.9 and tnble Vll.9. 

Source: GAO computations based on reports from IRS’ Publishing Services Branch, Human Resourceo and Support 
funotion. 
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Flaure Vll.10: bispo$itions of AOplicatlons for Taxpayer Assistance Orders 
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Table Vli.10: Dispositions of Applications for Taxpayer Assistance Orders 

Fiscal year Assistance provided No assistance 

1990 12,953 4,720 

1991 19,543 5,099 

Note 1: Note 2 and the aourco note apply to both figure VII.10 and table VII.10. 

Note 2: Application@ for taxpayer s*oiHance order8 were authorized in January lg8g. Therefore, fiooal year 1990 was 
tha first full year for the program. 

Source: Data are from IRS’ Problem Roeolution Office Management Information Report 7. 
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INDICATORS FOR w RETURNS PROCESSING FUNCTION 

QVERVIEW OF THE RETURNS PROCESSING FUNCTION 

Returns processing includes (1) receiving, sorting, and 
establishing controls over tax returns, related documents, 
remittances, and correspondence from taxpayers; (2) editing, 
perfecting, and coding tax returns and related documents to 
prepare them for transcription onto computer tape; (3) 
transcribing, verifying, and correcting pertinent information 
from the tax documents; (4) maintaining accounting records for 
assessments, collections, receivables, refunds, and other 
transactions affecting taxpayer accounts; and (5) preparing 
correspondence to respond to inquiries from taxpayers, advise 
taxpayers of adjustments to their accounts, and obtain missing or 
clarifying information needed to process taxpayers' returns. 

IRS' returns processing workload is primarily affected by the 
number of returns filed and the work needed to prepare those 
returns for posting to taxpayer accounts maintained in 
Martinsburg, West Virginia. Although more and more tax returns 
are being filed electronically and processed by computer, thus 
minimizing the human effort needed to prepare them for posting, 
the vast majority of returns are still filed on paper and 
processed manually at the service centers. Because paper-filed 
and manually processed returns are more prone to errors by 
taxpayers in preparing the returns and by IRS staff in processing 
them, a significant part of IRS' returns processing effort 
involves error correction. Two of the important indicators of 
that workload are unpostable receipts and error resolution 
receipts. 

An unpostable condition occurs if there is a discrepancy between 
information on the taxpayer's account and data on the return that 
prevents IRS from posting the return to the taxpayer's account. 
For example, many unpostables occur when taxpayers put Social 
Security numbers on their tax returns that differ from the Social 
Security numbers on IRS' accounts. Unpostable conditions require 
research by service center staff to resolve the discrepancies. 
Other types of errors are resolved by the Error Resolution Unit 
in the service center, Returns sent to that unit involve such 
things as computational errors made by taxpayers in filling out 
the returns and errors made by IRS staff in transcribing numbers 
from the returns during processing. Not all returns sent to 
Error Resolution involve errors, however. Some returns are sent 
to the unit because they meet certain predetermined criteria. 
Upon review, these returns may prove to be error-free. 

As we discussed earlier, IRS has identified three primary returns 
processing products--notices, correspondence, and refunds--for 
which it is developing indicators. This appendix includes a 
fourth product--adjustments. One of IRS' responsibilities in 
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processing returns is to adjust taxpayers’ accounts either as a 
result of some IRS-initiated action or in response to 
correspondence from taxpayers. For example, a taxpayer, after 
receiving a balance due notice from IRS, might write to say that 
the amount in question had already been paid. Upon researching 
it, IRS might find that the amount was paid but was credited to 
the wrong account. The correction of the error would constitute 
an adjustment. In 1989, IRS began measuring the accuracy of its 
adjustments in terms of the percentage containing llcritical" 
errors. IRS defined an error as critical if it resulted in an 
unsatisfactory product to the taxpayer, such as an incorrect 
refund or notice and included instances in which the error 
affected IRS processes as well. In 1992, however, IRS changed 
its definition of critical. As a result of this change, the 
accuracy rates of future years will not be comparable with the 
accuracy rates reported in this appendix. IRS' new definition 
considers an adjustment error to be critical only if it results 
in an unsatisfactory product to the taxpayer. 
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Figure Vlll.1: Obllgatlons for Returns Processing and Revenue Accounting In 1891 Dollars 
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Table VIII.l: Obllgatlons for Returns Processing and Revenue Accounting 

Dollars In thousands 

Fiscal year Current dollars 1991 dollars 

1986 $917,985 $1,108,403 

1987 1,056,202 1,235,756 

1988 I 1.247.032 r 1.404.261 

1989 1,184,110 1,278,052 

1990 1,240,184 1,285,222 

1,227,660 1 

Note: The source nob applies lo both VIII.1 and tablo VIII.1. 

Sourae: Current dollars nre from IRS’ Annual Reporta 1991 dollars aro GAO oompulaliono wing IRS’ Annual Reporl 
data and groeo domwlio produol indoxea,. 

a 
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Flsure Vlll.2: Number of Full-Tlme Ecfulvalents for Returns Processing and Revenue Accountlna 
by Data Source 
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Table VIII.2: Number of Full-Tlme Eaulvalents for Returns Processing and Revenue Accounting 
by Data Source 

Fiscal year IRS budget offlce data IRS budget submissions 

1984 20,279 20,279 

1986 24,449 24,449 

1966 27,155 27,155 

1987 28,166 28,166 

1986 29,978 30,707 

1989 30,265 29,915 

1990 27,492 30,833 

1991 24,550 26,548 

Note 1: Nota 2 and the aourco noro apply to both figure VIII.2 and table Vlll.2. 

Note 2: According to IRS, comparable data wwo not available for fiscal yenre before 1984. 

Source: IfW’Offlae of Budget Execution and IRS’ congru8ional budget submirione for fiscal years 1986 through 1993. 
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Flnure Vlll.3: Number of Returns Flied 

2W Number of mtuma In mllllom 

100 

Table Vlll.3: Number of Returns Flied by Type, Fiscal Years 1981-1985 

APPENDIX VIII 

In thousands 

Type of return 1981 

Individual income 94,018 

Corporate income 2,806 

Other income’ 33,731 

Employment 28,063 

Othefl 3,037 

Subtotal 159,655 

Supplemental documents” 6,873 

Total 166,528 

Note 1: Totals may not add due to rounding. 

1982 

95,482 

2,950 

35,388 

25,835 

3,105 

162,760 

7,611 

170,360 

Fiscal year 

1983 

95,284 

3,078 

36,660 

25,537 

2,983 

163,542 

7,632 

171,174 

1984 1985 

96,288 99,426 

3,129 3,303 

36,273 37,QQs 

26,133 26,824 

2,771 2,440 

164,594 189,988 

7,919 8,231 

172,512 178,219 

Note 2: The source note applier to both figure VIII.3 and table Vlll.3. 

“‘Other income” includea partnership, fiduciary, and estimated income tax returns. 

“Other” includes estate, gfft, excise, exempt organization, and employee plan returns. 

“Theee documents include amended returns (Forms 1040X and 1120X) and applications for extensions to file (Forms 
2688,4868, and 7004). 

Source: IRS Annual Report% 
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Table Vlll.4: Number of Returns Filed bv TYD~, Fiscal Years 1988-1991 

In thousands 

Fiscal vear 

Type of return 1986 1987 1988 1989 1990 

lndlvldual Income 102,393 103,460 106,994 110,253 112,492 

Corporate Income 3,007 3,873 3,980 4,209 4,311 

Other Income’ 39,035 42,976 41,141 42,667 43,282 

Emolovment r 27.921 1 28,233 1 28,236 1 28,930 1 28,914 

Othe? I 4,589 1 4,306 I 3,421 1 3,248 1 2,545 

Subtotal 

Supplemental 
documentsC 

Total 

178,205 182,848 183,778 189,307 191,544 

9,812 10,309 10,527 10,260 10,170 

188,017 193,156 194,305 199,567 201,715 

1991 

114,058 

4,354 

43,434 

28,516 

2,658 

193,020 

10.594 

203,613 

Note: Totals may not add due to rounding. 

“Other income” includea partnewhip, fiduciary, and estimated income tax returns. 

“Other” includea eatate, gift, excise, exempt organization, and employee plan returns. 

“There documents include amended returns (Forms 1040X and 1120X) and applications for extensions to file (Forms 
2688,4868, and 7004). 

Source: IRS Annual Reports. 
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Flfwe Vlll.4: Number of lndlvldual Income Tax Returns Filed Electronically 
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Table Vlll.5: Number of Individual Income Tax Returns Filed Electronically 

In mllllons 

Fiscal year Number of returns 

1990 4.2 
1991 7.6 

1992 10.9 

Note 1: Note 2 and the murce note apply to both figure VIII.4 and table VIII.5 

Note 2: 1990 wae the first year electronic filing was available for individual returns nationwide. 

Source: The Commiuioner’s Overview (Sept. 1991) and IRS’ Management Information System for Top Level Executives. 

120 



APPENDIX VIII 

Figure VIII.5: AdlustmenWCorresPondence RecelDts 

Reoolptr In mllllonr 
1s 

10 

6 

0 

1WO 1907 199a lQ8Q 1990 lQQ1 

Flsoal yrrr 

Table Vlll.6: AdlustmentsEorrespondence RecelDts 

Calendar year Number received In mllllons 

1986 14.4 

’ 1967 11.9 

1988 11.6 

1989 11.6 

1990 11.1 

1991 10.5 

APPENDIX VIII 

Note 1: Note 2 and the source note apply to both figure VIII.5 and table Vlll.6. 

Note 2: IRS haul computer problems In 1966 that caused problems in procssing returns and refunds. The large number 
of &/wtments/correspondence receipt8 in 1986 compared with the following years reflecb, et least in pert, one of the 
consequencer of those problems. 

Source: IRS’ Manegement Information System for Top Level Executives. 
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Flclure Vlll.6: Unpostable RecelMs for lndlvldual Tax Returns 
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Table Vlll.7: Unpostable Receipts for lndlvldual Tax Returns 

Calendar year Number received In thousands 

1986 8,049.7 

1987 6,858.g 

1988 7,722.3 

1989 6,354.S 

1990 5,854.l 

1991 5,082.4 

Note 1: Nore 2 and the source note apply to both figure VIII.6 and table Vlll.7. 

Note 2: The number of unpostabler in any 1 year ir affected, to come degree, by IRS’ decisions a8 to what kind* of 
rltuatlone it wanta to treat as unpoatablr in that particular year. Thue, inoreasee or decrees- in the number of 
unpoetabla should not be interpreted aa an indiaation of decreased or increased quality. 

Source: IRS’ Individual Merter File Filing -son report. 
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Figure Vlll.7: Error Resolutlon R@CalDtS for lndlvldual Tax Returns 
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Table Vlll.8: Error Resolutlon RecelMs for Individual Tax Returns 

Fiscal year 

1987 

1988 

1989 

1990 

1991 

Number of returns 
sent to Error Resolution 

20,487,374 

23,560,306 

21,031,750 

19884,399 

17,387,852 

Note 1: Note 2 and 3 and source note apply to both figure VIII.7 and table VIII.& 

Note 2: The data are aa of 8/19/87, Wl7/8$, 8/16/89, W/90, and 8/7/91. Those are the dates IRS stopped tracking thie 
~ Information. Data were not available for 1986, 

, Note 3: Becauos not all returna sent to Error Resolution contain errors, the information on this chart should not be 
I viewed aa an lndfoator of trends in error rateo or quality. 

I Source: IRS’ Program Analysis System. 
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Flgure Vlll.8: Accuracy of IRS PrOCesslnq 
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Table Vlll.9: Accuracy of IRS Processing 

Year 

1990 

Accuracy rate 

91.8Oh 

1991 92.8 

1992 92.3 
t 

Note 1: Note 2 and the source note apply to both flgure Vl11.8 and table Vlll.9. 

Note 2: These data show, through May of each year, the extent to which IRS staff accurately processed nonelectronlcally 
filed individual income tax return* involving refunds or having a balance due. Comparable data were not available for 
year. before 1990. 

Source: The Commissioner’s Overview (July 1992). 
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Flaws Vlll.9: Accuraw of IRS Adlustmentq 
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Table Vlll.10: Accuracy of IRS Adiustments 

7 
Year Accuracy rate 

1989 76.4Oh 

1990 82.3 

1991 86.2 

Nota 1: Note 2 and the aourae noto apply to both figure Vfll.9 and @Me Vlll.10. 

Note 2: 1989 wu the ffnt ywr IRS monurad the wouraey of ita adjuotmenta. Data for 1989 and 1990 are for the 
oaladu yew. In 1991, IRS begon traoklng thk Information by f&cat yew. 

Souroe: IRS Program Andy&8 System. 
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Flgure Vlll.10: AdlustmentsCorrespondence Overage Rate 
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Year Percent overage 

1986 40.2% 

1987 13.2 

1988 12.7 

1989 13.2 

1990 9.6 

1991 10.5 

Note 1: Note 2 and 3 and the eource note apply to both figure VIII.10 and teble VIII.ll. 

Note 2: Data are ae of the lee1 week of the given Hecal year. 

Note 3: The high overage rate in 1986 compared to the following yeara reflects, at least in pert, one of the coneequencee 
of the oomputer problemr IRS experienced In 1985. 

Souroe: IR!,’ Management Information Syrtem for Top Level Executives 

Table VIII.1 1 : AdiustmentsCorresDondence Overage Rate 

A 
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Figure VIII.1 1: Number of Refunds Issued 
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Table Vlll.12: Number of Refunds issued 

Fiscal year 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

Number of refunds 
In mllllons 

73.6 

74.5 

76.0 

79.1 

00.1 

77.9 

80.8 

83.0 

82.6 

85.3 

87.2 

Note: The source note appliee to both figure VIII.11 and table Vlll.12. 

Source: IRS Arnual Reports. 

127 



APPENDIX VIII 

Flcture Vlll.12: Amount of Refunds In 1991 Dollars 
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Table Vlll.13: Amount of Refunds 

Dollars In bllllons 

Fiocal year Current dollare 1W dollars 

1351 353.3 

1982 75.2 

1983 59.8 

1984 85.9 

1985 86.3 

1986 94.4 

1957 97.0 

lW8 94.5 

1989 93.6 

1000 99.7 

1931 104.6 

Note 1: Nots 2 and the source note apply to both figuro VIII.12 and table Vlll.13. 

Note 2: Refund amounts include interest. 

$93.9 
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104.6 

APPENDIX VIII 

Source: Current dollars from IRS’ Annual Reportr. 1991 dollars from GAO computations using IRS’ Annual Report data 
and gross dom#tic product indexer. 
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Flgure Vlll.13: Returns Processed Per Staff Year 
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Table Vlll.14: Returns Processed D8r Staff Year 

Fiscal year 

1986 

1987 

Number of 
returns 
In mllllons 

1988 183.8 

1989 189.3 

Staff years 

1990 

178.2 

191.5 

1991 

182.9 

193.0 

I 

Note: Tho mme note applier to both figuro VIII.13 and table VIII.14. 

Source: Return@ Processing Productivity Analyris. 
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