[image: image1.wmf]Education and Outreach

Staff-Years

1,082

1,768

3,109

0

1,000

2,000

3,000

4,000

FY2000

ACTUAL

FY2001

FY2002



Annual Performance Plan

Table of Contents
I. Strategic Context
SC-1

II. Program Activities
Pre-filing Taxpayer Assistance and Education
PA-1

Filing and Account Services
PA-13

Compliance Services 
PA-35

Research and Statistics of Income (SOI)
PA-71

Information Services
PA-73

Information Services Improvement Projects
PA-75

Business Systems Modernization
PA-77

Earned Income Tax Credit Program
PA-81

Shared Services Support
PA-83

General Management and Administration
PA-85

III. Special Analyses

Validation and Verification Methodology
SA-1


Cross-Cutting Coordination and Partnering Efforts
SA-3


Customer Service Standards
SA-7


Major Management Challenges and High Risk Areas
SA-9

IV. Appendices

Resource and Measures Summary
Appendix-A


Information Services Improvement Projects
Appendix-B

I. Strategic Context

The IRS FY 2002 Annual Performance Plan (APP) presents the high-level programs and services that the agency carries out to accomplish its mission, goals and strategies outlined in its strategic plan.  The APP is the linkage between the Strategic Plan and the program activities in the budget request.  

The IRS provides three primary services: Pre-Filing Services, Filing Services and Post-Filing Services.

Pre-Filing Services – These are services that are provided to a taxpayer before the return is filed to assist in filing a correct return.  A very strong emphasis is being placed on pre-filing education and assistance of all customers.  In general, the focus is on increasing time spent on education and outreach, increasing volunteer support time and locations, expanding pre-filing agreements and rulings, and enhancing pre-filing customer support through electronic media.

Filing Services  - These are services provided to a taxpayer in the process of filing a return and paying taxes, including electronic filing and payment.  The focus is on decreasing paper returns processed and increasing electronic returns, increasing the use of electronic payments, increasing telephone and in-person customer service levels and volume of calls answered.

Post-Filing Services – Traditionally known as compliance, these services are provided to a taxpayer after a return is filed to identify underreporting, non-filing and nonpayment.  The focus is on improving quality of examinations and investigations, increasing customer and employee satisfaction, increasing offers in compromise, and increasing case closures.

These services are applicable to all taxpayers including wage earners, small businesses, self-employed individuals, large and mid-size businesses, tax-exempt organizations and government entities.  The three primary services are also sub-divided into ten programs that are explained in the Program Activities section.  

To ensure a consistent approach to planning for and delivering the agency’s strategic goals, IRS organizes its strategy and program plans, budgets, financial plans and reports, and accounting systems around these three services and their underlying programs.  In addition, to ensure that IRS can achieve its mission and goals, the IRS Commissioner and his Senior Management Team established a new Strategic Planning, Budgeting and Performance Management (SPBPM) process in early 2000.  This new process significantly changes the prior strategic planning and performance management practices.

With the SPBPM process, each organizational unit commissioner or chief executive officer works with his/her senior management team to develop and execute the Strategy and Program Plans that best address the trends, issues and problems that impact their taxpayers and that accomplish the agency mission and goals.  Strategy and Program Plans along with the Strategic Plan provide the basis for developing annual performance plans, for formulating program justification, and for evaluating and reporting progress in meeting annual performance targets.

The APP reflects the major strategies, operational priorities, and improvement projects developed by every IRS organizational unit in their Strategy and Program Plans that are designed to provide internally specific program direction.  A brief description of the IRS strategic framework is included to set the context for IRS’ services and programs.  It is followed by sections on each of the IRS major programs that describe its annual performance goal and what specific activities, resources and performance measures will be accomplished in FY 2001 and FY 2002 to achieve these goals.

This performance plan projects significant increases in performance indicators for almost all programs in fiscal years 2001 and 2002.  These increases are projected based on goals we have established for increased productivity and effectiveness as a result of the new more focused organization structure and the benefits from technology investments and other improvement projects.  They are very aggressive goals and they depend on many assumptions.  Therefore, while we are reasonably confident of the positive trend and are committed to achieving these stretch goals, it is likely that some of these goals will not be achieved during the projected time frames.  Also, many of the goals are presented as precise numbers so that they can be traced to underlying source documents and calculations. This apparent precision in presentation does not imply that actual results are precisely predictable.

Strategic Framework

IRS’ mission is to provide America’s taxpayers top-quality service by helping them understand and meet their tax responsibilities and by applying the tax law with integrity and fairness to all.  This mission statement accurately describes the IRS’ role, as well as the public’s expectation as to how we should perform that role.  In the United States, the Congress passes tax laws and requires taxpayers to comply with them.  The taxpayer's role is to understand and meet their tax obligations - and most do, since roughly 98% of the taxes collected are paid without active intervention by the IRS.  Its role is to help the large majority of taxpayers who are willing to comply with the tax law, while seeing to it that the minority who are unwilling to comply are not allowed to burden their fellow taxpayers.  The IRS recognizes that it must meet the highest of standards in performing this role, which means that all of the IRS services should be seen by the people who receive them as comparable in quality to the best they get elsewhere.

While a mission statement and clarification of the public's expectations are fundamentally important, it is equally important that the IRS defines the specific goals and objectives needed to achieve its mission.  In a practical sense, these goals and objectives represent what the IRS is striving to achieve and how it will judge its success both qualitatively and quantitatively.

The IRS has formulated three strategic goals.  

· Top-quality service to each taxpayer in every interaction

· Top-quality service to all taxpayers through fair and uniform application of the law

· Productivity through a quality work environment

If progress is made on all three of these goals, the IRS can be confident that it is moving toward achieving its mission and meeting the public’s expectations.

Major strategies are the approaches the IRS will use to achieve progress on its strategic goals over a two-to three-year timeframe.  The IRS has developed these strategies based upon senior management's consideration of internal research and analysis, external stakeholder input, Treasury Inspector General for Tax Administration (TIGTA) and General Accounting Office (GAO) recommendations, and employee input on the key trends, issues, and problems that most affect the IRS.

Guiding principles help link the IRS mission and goals to the everyday actions of IRS employees from all levels of the organization.  It will take thousands of everyday actions to accomplish IRS goals, and the guiding principals help employees understand the relationship between their actions and its goals.  The relationship between the IRS Mission, Goals and Objectives, Guiding Principles and Major Strategies is shown in Figure 1.
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Program Activities

Pre-filing Taxpayer Assistance and Education
Performance Goal: 
The IRS will provide taxpayers with greater access to assistance before they file their tax return. – IRS will offer more convenient hours and locations and enhanced phone service through scheduling more assistors at peak times and rerouting calls to the best-qualified assistor.  The IRS is offering enhanced electronic services including the IRS Website, electronic filing, and electronic payments.  The IRS is working to have more effective pre-filing guidance and to reduce tax law complexity.

Discussion

FY 2001

The focus of the IRS’s pre-filing programs is to reduce taxpayer burden and increase tax compliance by making it easier for taxpayers to understand and comply with their tax responsibilities.  This is a newly enhanced area of emphasis for the IRS that is accomplished through taxpayer education, partnerships with stakeholders, pre-filing assistance, early issue resolution, and improved customer service.  The IRS is improving outreach education efforts and establishing and expanding partnerships with key stakeholders to reach more customers than through traditional one-on-one service.  Pre-filing efforts are part of the IRS’ strategy to resolve the treatment of frequently disputed issues before they become the topic of post-filing audits.  These programs assist customers in satisfying their tax responsibilities by providing easier, more convenient access to tax information and assistance and improving the quality of communication for taxpayers through a variety of avenues.  Pre-filing programs result in agreements, determinations, or resolution of issues prior to the filing of returns, reducing time expended, cost and burden on taxpayers.  The IRS is identifying the sources of taxpayer problems, working to address them, and recommending systemic and procedural improvements.  This is accomplished through the use of a web-based system to identify, prioritize, and manage improvement efforts and to track results.  Customer service is enhanced by implementing recommendations for improvement from many sources including Citizen Advocacy Panels and customer satisfaction surveys, enabling the IRS to understand customer needs and priorities, and to identify emerging areas of noncompliance.

FY 2002

The IRS will continue to expand and improve programs that focus pre-filing efforts toward reducing taxpayer burden and increasing tax compliance.  Education and outreach programs will shift in focus toward offering products and services tailored to specific taxpayer needs, using more convenient, easy-to-use distribution channels, and designing self-help options, such as kiosks and web-based refund inquiries.  The IRS will enhance public websites and will continue to provide outreach to the private sector and the media.  Workshops and published products will be enhanced through the use of electronic and interactive mechanisms to keep pace with services available through the private sector.  Partnerships will be enhanced and expanded through programs that work to build relationships with organizations and groups that are actively involved in tax administration and who interact regularly with the taxpayer.  Pre-filing assistance will be expanded, with additional resources being used to train and equip almost 70,000 volunteers to assist more than 5.2 million taxpayers meet their annual tax filing requirements.  Resource increases will also enable the IRS to supplement toll-free telephone and walk-in assistance during the filing season.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$548,388
$590,676

Direct FTE
3,656
4,429

Critical Measures Summary

Pre-Filing Taxpayer Assistance and Education



FY 1998
FY 1999
FY 2000
FY 2001
FY 2002


Actual
Actual
Actual
Performance Plan
Performance Plan

PF-1. Education & Outreach Staff Years
N/A
N/A
1,082
1,768
3109

PF-2. Volunteer Hours Reported (000s)
N/A
N/A
2,274
2,298
3,005

PF-3. Number of Volunteer Locations
N/A
N/A
18,207
17,472
18,693

PF-4. Small Business Products Disseminated (Workshops)
N/A
N/A
334
371
408

PF-5. EP/EO Determination Letters
N/A
N/A
109,461
121,000
257,600

PF-6. Private Letter Rulings Issued
N/A
N/A
1,913
1,920
1,930

PF-7. APAs and Pre-Filing Agreements
N/A
N/A
67
202
338

PF-8. Small Business Agreements
N/A
N/A
2,700
3,000
3,300

PF-9. Electronic Tax Law Questions Received
N/A
N/A
303,758
310,050
434,070

PF-10. Taxpayer Advocacy Projects
N/A
N/A
91
88
88
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Measure:  PF-1 Education and Outreach Staff years
The IRS will increase education & outreach staff years to 1,768 in FY2001 and 3,109 in FY2002.

FY 2001

IRS will apply 1,768 staff years to education and outreach, a 63% increase.  Efforts in this area are focused toward building and maintaining partnerships with key stakeholders and leveraging resources to educate and assist taxpayers to meet their tax filing obligations.  The IRS is assembling its education and outreach functionality with the hiring of new staff, establishment of reporting systems, training of speakers and mentors, leveraging the internet to assist customers in understanding their tax responsibilities, partnering with stakeholders to distribute information materials, and soliciting input on customer needs.  New programs will focus resources to train, equip, and support more than 17,000 volunteer sites across the country who partner with the IRS to assist more than 4.6 million customers in meeting their annual tax filing requirements.  Several pilot programs have been initiated to proactively address customer needs in the pre-filing period.  For example, the Pre-Filing Agreement Pilot was initiated to resolve, before filing, the treatment of issues likely to be disputed by corporations or businesses in post-filing.  This program reduces the burdens and delays that are typical of post-filing examinations.  A new Industry Issue Resolution Pilot was initiated to provide guidance leading to the resolution of issues that impact a significant number of large or mid-size business customers.

FY 2002

IRS will apply 3,109 staff years to education and outreach, a 76% increase.  This staffing level will enable the IRS to continue expansion of education and outreach activities.  The IRS will continue to hire education and outreach employees, directing some of these resources toward establishment of field infrastructure for new programs. The IRS will partner with key internal and external stakeholders, and develop coordinated initiatives with examination, voluntary compliance, determination and technical functions.  The IRS will pursue strategic expansion of partnerships with practitioners, Federal and State agencies, financial and educational institutions, large employers, volunteer and community organizations, and service providers to leverage information communication and distribution channels.  Impacts and benefits will be measured by an increase in the number of taxpayers served through non-traditional communication and distribution channels as well as the related impact on voluntary compliance.  The IRS will work to enhance current methods of external communication to distribute guidance more quickly and to a wider audience.  Resources will be used to train and equip almost 70,000 volunteers to assist more than 5.2 million taxpayers.  As education and outreach pilot programs are completed and proven successful, the IRS will expend additional resources to fully implement them.

Measure:  PF-2 Volunteer Hours Reported
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 The IRS will increase volunteer hours reported to 2,298,000 in FY2001 and 3,005,000 in FY2002.

FY2001

This measure reflects the number of hours spent by volunteers on outreach activities including Volunteer Income Tax Assistance and Tax Counseling for the Elderly programs.  Almost 2.3 million volunteer hours are expected to be reported. As demand for return preparation service continues to grow, the IRS will identify new alternatives to traditional one-on-one taxpayer service to meet this demand.  The IRS is working with more than 17,000 volunteer sites across the country to achieve the targeted volunteer hours and assist more than 4.6 million taxpayers.  The IRS is also initiating a revision of the management information system to better track the impacts and benefits of the volunteer program. 

FY2002

Recognizing that partnership efforts with volunteers are a proven method of leveraging external resources to increase service to taxpayers, the IRS will apply resource increases to recruit, train, and equip more than 70,000 volunteers.  Over 3.0 million volunteer hours are expected to be reported. This represents an increase of 700,000 volunteer hours in traditional volunteer alliances.  The IRS will develop a comprehensive volunteer strategy that will identify new recruitment sources, determine the appropriate skill mix and application, and develop volunteer retention strategies.

Measure:  PF-3 Number of Volunteer Locations
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The IRS will increase the number of volunteer locations from 17,472 in FY 2001 to 18,693 in FY2002.

FY2001

The number of volunteer locations will temporarily decrease by 4% as the IRS initiates long-term strategies designed to provide the right services at the right time and in the right place to taxpayers.  The IRS will focus on offering products and services tailored to specific taxpayer needs, using more convenient, easy-to-use distribution channels, and designing self-help options, such as web-based refund inquiries.  While the number of sites may continue to be an indicator of service, the emphasis will move to increasing the number of taxpayers whose pre-filing needs are met.  The IRS will develop new measures to better monitor this new direction.  This will include development of baseline data regarding demographics, filing patterns, and community support to enable establishment of new site selection criteria.  The IRS will partner with the American Association of Retired Persons and the Tax Counseling for the Elderly Program to consolidate site locations, maximizing quality and level of support.  80 volunteer sites will be co-located with IRS Tax Assistance Centers.

FY2002

The IRS will increase the number of volunteer sites to almost 18,693 - a 7% increase over the target for FY2001.  In addition, the IRS will initiate broader long-term strategies designed to provide taxpayers with the right services at the right time and in the right place.  Education and outreach programs will shift in focus toward offering products and services tailored to specific taxpayer needs, using more convenient, easy-to-use distribution channels, and self-help options, such as kiosks and web-based refund inquiries.  With additional resources, the IRS will continue its focus on offering products and services tailored to specific taxpayer needs.  The IRS will take actions to expand the corporate volunteer program, expand the number of co-located sites, and finalize and implement new site selection criteria.

Measure:  PF-4 Small Business Products Disseminated
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The IRS will increase the number of small business workshops to 371 in FY2001 and 408 in FY2002.

FY2001

The IRS, in partnership with the National Association of Enrolled Agents (NAEA), is presenting workshops that are designed to provide small businesses with the tools they need to easily meet their tax obligations.  Whether these businesses are just starting out or are already operating, the workshop activities and products will reduce their tax burden and increase tax compliance by making it easier for them to both understand and adhere to their tax responsibilities.  371 IRS Small Business Workshops are planned.

FY 2002

The number of IRS Small Business Workshops presented will be increased to 408.  In keeping pace with e-government functionality, use of on-line workshops will be expanded, enabling small businesses to learn about their tax responsibilities in an interactive, self-help scenario. The IRS will increase enrollment in its Small Business Workshops by utilizing the marketing network of the NAEA.  In partnership with the NAEA, the IRS will offer attendees both the IRS and private sector tax perspective.  This, in turn, will increase the Service's ability to serve all taxpayers.

Measure:  PF-5 EP/EO Determination Letters
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The IRS expects an increase in the number of EP/EO determination letters to 121,000 in FY2001 and 257,600 in FY2002.

FY2001

Determination applications mark the entry point for Employee Plans and Exempt Organizations customers and their relationships with the IRS.  The volume of determination letters issued is driven by customer requests and is expected to grow to 121,000.  The number of customer requests will grow significantly, driven by an open period for re-qualification of employee pension plans amended to reflect recent legislative changes. 

FY2002

IRS’ highest priority is to review applications from sponsors of pre-approved plans, which will then provide the basis for expedited processing of applications that will be received based on these plans.  Employee Plans will drive another substantial rise in determination volume, as the open period for requalification of employee pension plans amended to reflect recent legislative changes enters its final stage.  Over 257,600 determination letters are expected to be issued. To manage this increasing workload, technical screening processes have been enhanced to maximize merit closures, and training will be provided for examination agents who have been shifted to determination work.  Efforts are also focused on expediting the determination process by initiating telephone contacts with customers to secure missing items, and through an ongoing initiative to centralize determination processing.

Measure:  PF-6 Private Letter Rulings Issued
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The IRS will increase the number of private letter rulings issued to 1,920 in FY2001 and 1,930 in FY2002.

FY2001

Private letter rulings are written opinions, provided at the request of a taxpayer, that address the legal consequences arising from a specific set of facts.  The IRS plans to increase the number of private letter rulings issued by 7 this year to 1,920.  As these rulings remain a popular mechanism for taxpayers and their representatives to seek resolution of issues in pre-filing stages, the IRS will seek to enhance productivity and conserve devoted resources.  The IRS will emphasize elimination of high volume repetitive ruling requests through the issuance of published guidance that create safe harbors, elections, and streamlined processes.  The IRS will devote substantial efforts to advising and assisting the Voluntary Compliance Agreement program and expansion of pre-filing products as part of a comprehensive issue management strategy.  The IRS will devote additional resources to the overall Advance Case Resolution program, of which private letter rulings are an integral component. The IRS also plans to adjust resources from the declining Tax Court Litigation program toward pre-filing and Taxpayer Assistance & Education programs such as Advance Case Resolution, Private Letter Rulings, Advance Pricing Agreements (APA), Training and Public Outreach, and Pre-Filing Legal Advice.  In addition, the IRS will train more existing attorneys in all pre-filing program areas.

FY2002

The IRS will continue to focus on these programs  and issue 1,930 private letter rulings in FY2002.  The IRS expects the upward trend in demand for the Advance Case Resolution program and private letter rulings to continue, and will continue to adjust resources as necessary to meet this demand, including training more existing attorneys in the development of private letter rulings.

Measure:  PF-7 APAs and Pre-Filing Agreements
[image: image10.wmf]Taxpayer Advocacy Projects    

91

88

88

0

20

40

60

80

100

FY2000 

ACTUAL

FY2001

FY2002


The IRS will increase the number of APAs and Pre-Filing Agreements to 202 in FY2001 and 338 in FY2002.

FY2001

The number of Pre-filing and Advance Pricing agreements is expected to triple to 202.  The IRS expects to accept 100 pre-filing agreements.  This represents almost 17 times the number accepted in FY2000.  The Pre-filing Agreement Pilot for large and mid-size business customers was implemented in FY2001 with an initial enrollment of eleven large corporate taxpayers.  Under this program, taxpayers may request examination and resolution of specific issues relating to tax returns they expect to file.  Of the initial twelve issues accepted for the program, seven have resulted in closing agreements prior to the filing of returns.  An analysis of time and cost data indicate that both the taxpayer and IRS benefited from the pilot process.  This program reduces the costs, burdens, and delays encountered in post-filing examinations, since issues that are likely to be disputed in post-filing audits are resolved before tax returns are filed.   A permanent pre-filing program is now available for all large and mid-size business taxpayers.  The IRS also initiated the Industry Issue Resolution Pilot to resolve issues that are common to many large businesses and to establish a consistent IRS position on industry issues.  Participation reduces the cost and burden for taxpayers and the IRS, and eliminates uncertainty involving tax treatment.  The Advance Pricing Agreement program continues to grow in acceptance by taxpayers, producing resolution of issues through up front negotiation that otherwise would involve expensive and time-consuming audits and litigation.  The IRS will issue 67% more Advance Pricing Agreements than the number issued in FY2000.  

FY2002

The number of Pre-filing and Advance Pricing agreements is expected to increase to 338.  The projected number of applications through the pre-filing program is expected to increase to over 200, representing a 100 percent increase from FY2001.  Since the program is new, the IRS does not have baseline information for the measure, and targets are subject to revision.  The business results anticipated include improved customer satisfaction, reduced time to complete examinations, and improved voluntary compliance.  The Industry Issue Resolution Pilot is scheduled for completion in the first quarter with pilot evaluation following.   While this program does not produce pre-filing agreements per se, the resolution of issues through this process reduces the time expended on post-filing compliance efforts. Expansion of participation will further reduce costs and burdens for taxpayers and the IRS, and aids in eliminating uncertainty involving tax treatment.  Advance Pricing Agreements are expected to rise another 35% over FY2001 to 138 agreements issued.

Measure:  PF-8 Small Business Agreements
[image: image11.wmf]Individual 1040 Series (paper)

(thousands)    

87,869

82,109

92,319

75,000

80,000

85,000

90,000

95,000

FY2000 Actual

FY2001

FY2002


The IRS will increase the number of Small Business Agreements to 3,000 in FY2001 and 3,300 in FY2002.

 FY2001

This measure tracks the number of voluntary agreements with small businesses.  In a voluntary agreement, a qualifying business agrees to change current practices to withhold and forward the proper tax from employee wages in return for a pledge that the IRS will not pursue an examination of withholding tax practices for years prior to the agreement.  Enhancing service to all taxpayers, the IRS will enter into a total of 3,000 new voluntary agreements nationwide.  This will be accomplished by expanding relationships with business partners and ensuring that there are dedicated IRS positions for this work both at the headquarters and field levels.  

FY2002

The IRS will further improve service to all taxpayers by initiating another 3,300 new voluntary agreements.  The IRS has established goals to develop prototype agreements for three new industries each year, in addition to the formalization of two voluntary agreements annually through e-government efforts.  In order to identify potential industries suitable for this program, the IRS will conduct market research on areas of non-compliance by industry.

Measure:  PF-9 Electronic Tax Law Questions Received
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The IRS expects an increase in the number of Electronic Tax Law Questions Received to 310,050 in FY2001 and 434,070 in FY2002.

FY2001

This measure provides the number of taxpayer inquiries received via the Internet, which is expected to reach 310,050.  This service offers an alternative communication method to taxpayers needing assistance with general tax law and procedural questions.  Since the service is available 24 hours per day, seven days a week, it improves both accessibility and convenience.  To improve workload efficiency, the IRS is training more assistors to provide electronic responses to questions, assigning resources to answer e-mail questions during non-peak hours, and responding to messages within two days.  The IRS will also begin to explore options for automating some responses.  This avenue is a first step toward enabling advertisement of e-mail as a viable choice for taxpayers to submit tax law questions and receive answers, thus moving toward a specific service that some taxpayers prefer. 

FY2002

IRS expects a 40% increase in the number of electronic tax law questions received.  Taxpayer interest and program results suggest that a growing number of customers will choose this communication option, causing an increase in e-mail volume to 434,070. Since the service is available 24 hours per day, seven days a week, it improves both accessibility and convenience.  E-mail service will be enhanced by training additional assistors for inquiry response, increasing capacity and functionality of the Electronic Tax Law Assistance system, developing an extensive database of pre-prepared responses using frequently asked questions from the past two years, and continuing efforts to automate some responses.

Measure:  PF-10 Taxpayer Advocacy Projects
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The IRS will maintain the number of Taxpayer Advocacy Projects in FY2001 and FY2002 at 88.

FY2001

In FY2000, a new Taxpayer Advocacy program was implemented with resources committed to identifying the sources of taxpayer problems and working within the IRS to address them.  The program collects suggestions for improvement from taxpayers, tax practitioners, Citizen Advocacy Panels, and IRS employees.  Suggestions are evaluated, and may lead to the formation of a project.  Projects may include initiating, coordinating, and monitoring legislative changes, systems change requests, or changes to letters, forms, publications or instructions.  The number of projects is expected to decrease slightly to about 88.  The program eventually results in processes and procedures that better meet taxpayers’ needs.  The IRS uses a web-based tracking system to identify, prioritize, and manage improvement efforts and to track results.

FY2002

The IRS will continue to identify the sources of taxpayer problems through the Advocacy program and will work internally to address them.  It is difficult to project the total number of advocacy projects in a given fiscal year.  However, suggestions for new advocacy projects will be submitted, managed and tracked in the advocacy database.

Filing and Account Services

Performance Goal:
Improve the quality of the service provided to taxpayers in filing their tax returns. – The IRS is expanding its partnership with individuals and organizations by providing help filing returns, ensuring that notices and letters and are more understandable, expanding our assistance into different languages, paying refunds faster, and reducing the length of the appeals process.

Discussion

FY 2001

This activity funds the IRS’ Filing and Account Services programs.  The IRS will receive and process over 169 million paper and 46 million electronic primary returns.  The IRS will continue to expand e-file options, allowing taxpayers to select a Personal Identification Number to eliminate paper signature affidavits, making new forms available for electronic filing and increasing credit card, phone and direct debit payment options.  Over 1 million payments will be received via debit/credit card transactions and over 67 million payments will be processed through the Electronic Federal Tax Payment System.  The IRS will respond to more than 17 million pieces of taxpayer correspondence inquiries, answer more than 32.6 million telephone calls via live assistors, and handle more than 67 million calls via automated systems. 

The IRS will continue to expand taxpayer communication options by responding to more than 300,000 tax law and procedural questions submitted through the IRS Digital Daily Internet Site.  Improvements in technology include an e-mail system that provides for two-way electronic communication, and allows the IRS to provide detailed responses to taxpayer questions, increasing the efficiency and effectiveness of personnel.  The IRS is continuing to implement process and system enhancements to improve both convenience and quality of telephone communications.  Telephone customer service representatives will be trained in specialized areas to handle an increasing volume of technical and complex issues.  Automated systems will be enhanced to process the large volume of more routine taxpayer inquiries, and to direct calls to dedicated sites with employees trained in specific areas of expertise. 

The IRS will assist over 1 million taxpayers with return preparation through walk-in services.  To respond to this volume, the IRS will increase the number of customer service frontline employees, continue to offer expanded telephone service, establish one all-Spanish site in Puerto Rico, and increase interpretive services at 36 Taxpayer Assistance Centers.  The IRS provides customer assistance overseas through the Revenue Service Representative program.  Frontline employees will be provided nationwide access to research databases and a web-based Internal Revenue Manual to improve service efficiency and quality.

FY 2002

The IRS will continue to expand e-file options, making 40 new forms available for electronic filing and enabling the majority of all taxpayers to file electronically.  Credit card, phone and direct debit payment options will be increased and promoted.  Over 1.7 million payments will be received via debit/credit card transactions and over 72 million payments will be processed through the Electronic Federal Tax Payment System. The IRS will respond to more than 17.4 million pieces of taxpayer correspondence inquiries, answer more than 33.4 million telephone calls via live assistors, and handle more than 67 million calls via automated systems.  The IRS will continue efforts to better align telephone operation measures with IRS strategic direction.  During FY2002, the IRS will baseline telephone customer service and productivity measures consistent with industry standards to improve monitoring of the service delivery and resource utilization.

The IRS will continue to expand taxpayer communication options by responding to more than 434,000 tax law and procedural questions submitted through the IRS Digital Daily Internet Site.  The IRS will increase the number of customer service frontline employees, reduce reliance on compliance support during the filing season, continue to offer expanded telephone service, and continue to assist taxpayers with return preparation.  The IRS will continue to upgrade field assistance services and offer evening and weekend hours.  To respond to an expected increase in e-mail volume, the IRS will evaluate different options to automate some responses with the goal of creating an offset in telephone call volume.  The IRS will also pursue new products such as automated self-service applications. 

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$1,451,960
$1,531,801

Direct FTE
31,087
31,601

Critical Measures Summary

Filing and Account Services



FY 1998
FY 1999
FY 2000
FY 2001
FY 2002


Actual
Actual
Actual
Performance Plan
Performance Plan

F-1. Individual 1040 Series (paper) (000s)
N/A
N/A
92,319

87,8694
82,1094

F-2. Business Returns (paper) (000s)
N/A
N/A
81,5884
81,4674
82,4374

F-3. Individual 1040 Series (electronic) (000s)
N/A
N/A
35,3654
42,3414
50,1484

F-4. Business Returns (electronic) (000s)
N/A
N/A
3,2204
3,7154
4,2794

F-5. Total Primary Returns Processed (combined paper and electronic) (000s)
N/A
N/A
212,4924
215,3924
218,9734

F-6. Percent Individual Returns Filed Electronically:
19.8%
23.4%
28.0%
32.6%
38.0%

F-7. Debit/Credit Card Transactions
N/A
N/A
456,300
1,000,200
1,785,600

F-8. Electronic Federal Tax Payment System (EFTPS) (Mil.)
N/A
N/A
63
67.5
72.1

F-9. IRS Digital Daily Hits (Bil.)
N/A
N/A
1.56
2.0
2.5

F-10. Customer Account Correspondence (Mil.)
N/A
N/A
16.7
17.1
17.4

F-11. Teletax and Toll-Free Automated Calls (000s)
N/A
N/A
49,703
67,792
67,792

F-12. Assistor Call Answered
N/A
N/A
32,870
32,682
33,396

F-13. Toll-Free Customer Satisfaction (4 point scale)
N/A
N/A
3.46
3.58
3.69

F-14. Toll-Free Level of Service
69.7%
53.3%
59.1%

63.4%
71.1%

F-15. Toll-Free Tax Law Quality
93.8%
74.1%
72.6%
74%
76%

F-16. Toll-Free Account Quality
87.9%
81.7%
60%
63%
65%

F-17. Customer Satisfaction (walk-in) (7 point scale)
N/A
6.40
6.50
6.5
6.55

F-18. Returns Prepared (walk-in) (000s)
N/A
N/A
1,092
1,114
1,119

F-19. Geographic Coverage (projection)
N/A
N/A
70%
72%
75%
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Measure: F-1 Individual 1040 Series (paper)
The IRS will reduce the number of individual 1040 series paper primary returns processed to 87,869,000 in FY2001 and to 82,109,000 in FY2002.

FY2001

The IRS will continue to receive and process paper tax returns, deposit and account for tax revenues, and issue 85 percent of refunds for paper returns in less than 40 days.  However, the focus of this measure is on decreasing the number of paper filers with a view toward increasing electronic filing.  Current estimates indicate that nearly 88 million individual primary paper returns will be received and processed.  This is a decrease of over 4 million from FY2000, and is a direct result of IRS initiatives to increase electronic filing.  The IRS will pursue realignment of individual return processing to eight processing sites.  Third Party Authorization designation will be included on all Form 1040 series returns to expedite resolution of account and notice inquiries, impacting up to 5 million taxpayers.  The IRS will test the feasibility of phoning taxpayers for missing tax return information during processing rather than mailing forms back for re-submission. 

FY2002

The number of individual paper filers is expected to decrease another 5.8 million, from nearly 88 million to 82 million primary paper returns received and processed.  Resources saved from this decrease in paper processing will be reinvested toward customer service and compliance activities.  The IRS will complete the consolidation of individual return processing to eight sites to provide more specialized service to taxpayers.  Data capture needs for paper returns will be evaluated and notice issuance will be consolidated from ten sites to two national print sites equipped with state of the art technology.

Measure: F-2 Business Returns (Paper)
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The IRS will decrease the number of business paper primary returns processed to 81,467,000 in FY2001 and increase the number to 82,437,000 in FY2002.

FY 2001

The number of business primary paper returns will remain relatively stable from FY 2000 numbers, with about 81 million returns processed.  Consistent with the IRS’ goal for individual filers, the IRS will continue to encourage business customers to choose electronic filing over paper returns.  The IRS will reinvest savings gained toward initiatives to enhance customer service, expedite processing and reduce taxpayer burden.  The IRS will begin consolidation of business return processing in two small business/self employed customer processing centers, and will test the feasibility of phoning taxpayers for missing tax return information during processing, rather than mailing returns back for required information. 

FY2002

Business returns processed will increase slightly to about 82.4 million in FY 2002 due to growth in small business sole proprietors which is projected to be 7.5% in the next five years.  The IRS will continue to work toward completing the consolidation of business return processing in two sites to provide more specialized service to taxpayers.  Data capture needs for paper returns will be evaluated and notice issuance will be consolidated from ten sites to two national print sites equipped with state of the art technology.

Measure: F-3 Individual 1040 Series (Electronic) 
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The IRS will increase individual 1040 series electronic primary returns processed to 42,341,000 in FY2001 and 50,148,000 in FY2002.

FY2001

The IRS will continue to process individual electronic returns, make deposits and process 98 percent of electronic refunds in less than 21 days from the date of receipt while maintaining a 99 percent accuracy rate. The IRS will increase the availability and accessibility of electronic products and services by better tailoring and targeting marketing strategies to specific taxpayer needs and expanding IRS e-file options. A new milestone will be reached with approximately 42 million individual returns expected to be filed electronically.  Of the 42 million individual returns, 5 million are projected to be filed via the telephone and will be totally paperless.  Based on the IRS' new initiative, the Self-Select Personal Identification Number (PIN), 10% of the remaining 37 million returns (29M practitioner and 8M on-line) are expected to also be paperless.  In addition to the nationwide implementation of the PIN, 23 tax forms and schedules will be made available electronically.  

FY2002

Approximately 50 million individual returns will be filed electronically.  Of the 50 million, 5 million are projected to be filed via the telephone and will be totally paperless.  The IRS will continue to offer the Self-Select Personal Identification Number (PIN), expecting 20% of the remaining 45 million returns to also be paperless.  The IRS will make 40 more forms available electronically, allowing substantially more taxpayers to file their returns electronically.

Measure: F-4 Business Returns (Electronic)
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The IRS will increase Business Electronic Primary Returns Processed to 3,715,000 in FY2001 and to 4,279,000 in FY2002.

FY 2001

Approximately 3.7 million business returns will be filed electronically – an increase of 15%.  The IRS has enhanced the 941 TeleFile program to allow first-time filers, zero liability returns, and direct-debit payments.  The IRS implemented the mandated 1065 e-file program, and is expecting to receive 4,400 of these returns electronically.

FY2002

Electronically filed business returns will increase another 15% to approximately 4.3 million.  The IRS will continue to increase the number of paperless returns through use of the Self-Select Personal Identification Number (PIN).  In addition, 40 forms will be made available electronically allowing substantially more taxpayers to file their returns electronically.

Measure:  F-5 Total Primary Returns Processed
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The IRS will process 215,392,000 Primary Returns in FY2001, and 218,973,000 in FY2002.

FY 2001

The IRS will process about 215 million primary returns – a one-percent increase over FY 2000.  While total returns processed will increase slightly from year to year based on overall demand, there will be a continuing change in the mix of processed returns as paper ones become fewer and electronic filing increases.  This is true of both the individual and business taxpayer communities.  Paper returns will decrease by 4.5 million from FY2000, while electronic returns will increase by almost 7.5 million from FY2000.  These changes are a direct result of IRS initiatives to increase electronic filing.

FY 2002

Total primary returns filed will increase another 2% to almost 219 million.  The mix of processed returns will continue to shift toward a greater number of electronic returns and fewer paper ones.  Paper returns will decrease an additional 4.8 million from FY 2001 numbers, while electronic filing will increase by more than 8 million from FY2001.

Measure:  F-6 Percent Individual Returns Filed Electronically
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The IRS will increase the Percent of Individual Returns Filed Electronically to 32.6% in FY2001 and 38% in FY2002.

FY2001

All electronic filing programs are expected to increase significantly as a growing number of individual taxpayers enjoy the benefits of IRS e-file.  A new milestone will be reached as over 42 million individual taxpayers are expected to file electronically.  Almost 33% of individual customers will file electronically compared to 28% in FY2000.  To achieve this increase, the IRS is enhancing technology to allow electronic filing of a full range of returns, with 23 forms converted for electronic use this year.  Marketing and education programs have been tailored to attract taxpayers and practitioners with varying needs.  The use of electronic signatures will be expanded to eliminate the paper signature affidavit.

FY2002

Electronic filing programs will continue to increase with larger numbers of individual filers participating in IRS e-file.  Over 50 million individual taxpayers are expected to file electronically, up 8 million from FY2001.  The percent of individual customers filing electronically will rise over 5 percentage points from FY2001 to 38%.  To achieve this increase the IRS will continue to enhance technology to allow electronic filing for the full range of returns, with 40 forms being added.  The IRS will also continue to attract new e-file customers through targeted marketing and education programs.

Measure: F-7 Debit/Credit Card Transactions
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The IRS will increase the number of Debit/Credit Card Payment Transactions to 1,000,200 in FY2001 and 1,785,600 in FY2002.

FY2001

There will be over 1 million electronic payment transactions this year representing an increase of almost 120% from FY2000.  Increases are the result of the IRS’ continued efforts to develop and enhance convenient, safe and secure methods for paying taxes electronically.  The IRS has implemented direct debit for payment of balances due on income tax returns, estimated taxes, and extension payments.  Two additional credit card options were implemented this year allowing payment via telephone and Internet.

FY2002

Almost 1.8 million electronic payment transactions will occur, representing an increase of more than 78% over the FY2001 target.  This increase is expected to occur based on continuation of FY2001 initiatives that affect the number of taxpayers who will enjoy the benefits of making payments via direct debit or credit card.
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Measure: F-8 Electronic Federal Tax Payment System
The IRS will increase electronic payments through the Electronic Federal Tax Payment System to 67,500,000 in FY2001 and 72,100,000 in FY2002.

FY2001

There will be 67.5 million Electronic Federal Tax Payments System transactions. This is approximately 4.5 million, or 7%, more transactions than last year.  This is due to increasing numbers of taxpayers that understand the benefits of the Electronic Federal Tax Payments System and enroll on a volunteer basis. Additional participation will also result from an increase in the number of taxpayers becoming subject to program mandates.  To continue to increase electronic payments, the IRS has established marketing initiatives (for both business and individual taxpayers) to increase the number of payments electronically, and additional operational initiatives to increase the number of transactions including an accelerated enrollment process and an Internet interface.

FY2002

Electronic Federal Tax Payments System transactions will increase to 72.1 million.  This represents another 7% rise that is attributable to increased understanding among taxpayers of the benefits of the system, and increased numbers of taxpayers becoming subject to system mandates.  The IRS will continue to tailor marketing initiatives toward both business and individual taxpayers and will pursue additional operational initiatives to increase the number of transactions.

Measure:  F-9 IRS Digital Daily Hits
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The IRS expects an increase in the Number of Web Site Hits to 2.0 billion in FY2001 and 2.5 billion in FY2002.

FY 2001

The IRS Internet presence, currently known as the Digital Daily will continue to grow in number of unique visitors, pages viewed and pages downloaded.  The number of pages downloaded will continue to grow at the current rate of 10-15% annually.  A variety of new applications, changes, and improvements will be made to the web site to increase the amount of information available to an even greater number of taxpayers.  Changes will include offering Interactive On-line Installment Agreements, Interactive Offers in Compromise, expanding the electronic Tax Practitioner Order Program and Tax Package, the Innocent Spouse application, the Tax Interactive and History Modules.  These improvements will result in growth in the number of web hits to 2 billion, representing an increase of 28% over FY 2000.

FY 2002

The IRS will continue to transition its Internet presence from an information only portal to a world class transaction-based gateway.  The site will continue to grow in number of unique visitors, pages viewed and pages downloaded.  The number of pages downloaded will continue to grow at the current rate of 10-15% annually.  The number of web site hits will increase to 2.5 billion – a 25% increase over last year.  This growth will result from an IRS initiative to complete a comprehensive web site redesign early in the year that will convert the web site from information based web site to a transaction based web site.  The IRS will develop enhanced capabilities, security and authentication techniques and communication with stakeholders via the web site.

Measure:  F-10 Customer Account Correspondence
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The IRS will increase Total Customer Account Correspondence Answered to 17.1 million in FY2001 and 17.4 million in FY2002.

FY2001

The IRS will answer 17.1 million written inquiries from taxpayers.  Resources are allocated to this program to resolve and respond to written taxpayer account and notice inquiries in a timely, accurate manner.  The IRS will continue efforts to segment and specialize workload to provide better service to customers.  The IRS will train customer service representatives in specific areas of expertise and provide improved access and availability of research tools to assistors.  To achieve assistor specialization, focus will be placed on training materials, tools and facilities, skill assessments, and quality review findings.  Correspondence receipts will be analyzed to determine potential causes for continued growth.  Finally, the IRS will continue development of business notices that are more clearly written and easily understood, making it easier for taxpayers to understand and comply with tax law requirements, and resulting in fewer correspondence contacts.

FY2002

The IRS will answer 17.4 million written taxpayer inquiries – 2% more than FY 2001.  In order to improve quality and efficiency of service the IRS will continue its effort to segment and specialize its inventory, and will continue to provide specialized training for customer service representatives.  The notice mail-out process will be managed more effectively, and clarity of notices will be improved.  The IRS is working to make complete taxpayer information available to assistors through the Customer Account Data Engine (CADE) project.  The initial release of CADE for 1040EZ TeleFile is anticipated in January 2002.  When implemented, this tool will greatly enhance the ability of assistors to input transactions, update taxpayer accounts, and return data from their desks.  Updates will then be immediately available to anyone who accesses the taxpayer’s account.  This project will also enable the development of additional systems that will allow the IRS to serve taxpayers in a manner similar to that provided by commercial-sector financial service organizations.  Correspondence on various tax inquiries will continue to be forwarded for resolution to the appropriate service center that specializes in a designated area of expertise. 

Measure:  F-11 Teletax & Toll-Free Automated Calls 
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The IRS will increase the number of Teletax and Toll-Free Automated Calls received to 67,793,000 in FY2001 and will maintain this level in FY2002.

FY2001

This measure captures the total count of toll-free calls answered by automated systems. The IRS will receive almost 67.8 million Teletax and toll-free automated calls.  This is an increase of 36% over FY 2000.  Resources are allocated to this program to provide tax law assistance and education to taxpayers and resolve taxpayer account and notice inquiries by answering tax law, account, and refund inquiry phone calls.  The IRS will implement and monitor Network Prompting, a system that will identify taxpayers who can be assisted by automated services for refund inquiries.  In some cases, assistors are required to answer questions that cannot be addressed by the automated system.  Appropriate assistor skills will be acquired through issue specialization, where assistors are trained in one or more technical topics to increase their proficiency.   In addition, the IRS will leverage technology to expedite the call assistance process by matching calls to assistors with the appropriate specialized skills. 

FY2002

There will be no change in the number of automated and Teletax calls projected to be received.  The IRS will continue to focus on enhancing the delivery of the automated call system through improved technology.  The IRS will implement and monitor the Voice Recognition system to allow more customers the opportunity to be assisted through automated services.  Those customers who require additional service, or who have more technical questions will be directed to skilled customer service representatives or the appropriate automated systems through the Data Directed Routing system. 

Measure:  F-12 Total Assistor Calls Answered
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The IRS will increase assistor calls from 32,682 in FY2001 to 33,396 in FY2002.

FY2001

This measure captures the total number of toll-free calls answered at Customer Service sites by a live assistor.  The IRS will answer almost 33 million calls.  Assistors are available to answer refund and account calls during expanded hours.  To improve and expedite customer service the IRS has provided assistors with specialized training.  The IRS is emphasizing training materials, tools and facilities, skill assessments, and quality review findings.  Online learning and automated assistance for emerging issues is also provided.  These enhancements enable assistors to obtain proficiency in one or more technical topics, ensuring quick and accurate customer service.  Assistors are now trained to answer inquiries that were historically passed to compliance personnel.  The IRS will improve the delivery of the call system that routes taxpayer phone inquiries to specialized phone assistors.  The IRS’ intelligent call routing system will be expanded and modified to provide more efficient service.  More routine calls are now directed toward automated systems, enabling customer service representatives to address more difficult call issues.  These improvements will affect the overall quality and efficiency of assistor calls answered, and will enable the system to handle more calls in person.

FY2002

The IRS will answer 2% more calls this year – almost 33.4 million.  The complexity of calls answered by customer service representatives will continue to increase as more routine calls are routed to automated services, alternative language services are expanded, and topics that used to be referred to other personnel are answered by assistors.  Timely hiring and training of additional customer service representatives will be critical in meeting the increased demands.  Employee training will be continually improved to correspond with specialized topics required by incoming workload.  Use of intelligent call routing will be enhanced, and technology improvements will be implemented to provide more efficient service.  Finally, the IRS will continue to segment and specialize its customer service workforce to meet taxpayer needs through better service.

Measure:  F-13 Toll-Free Customer Satisfaction
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The IRS will increase Telephone Customer Satisfaction to 3.58 (on a 4-point scale) in FY2001 and 3.69 in FY2002.

FY2001

A representative sample of customers calling IRS Toll-Free telephone numbers are surveyed by an independent contractor to assess their satisfaction with the service they received during their calls.  Overall satisfaction rating for FY2000 was 3.46 on a four-point scale with 1 being very dissatisfied to 4 being very satisfied.  The satisfaction rating will increase to 3.58 this year.  Significant enhancements such as using network prompting and voice recognition and a more integrated work planning and control system are planned.  Current objectives are to ensure the questionnaire collects information on customer concerns and to identify operational improvements.  Data will be collected through Interactive Voice Response.  Based on prior survey results, the IRS will undertake a number of actions to improve customer satisfaction.  The IRS will expand and improve assistance to Spanish speaking customers.  Sufficient personnel for the filing season will be hired and trained.  Enhanced technology will be made available to customer service personnel, including an e-mail system that will allow them to work more efficiently.  The e-mail system gives taxpayers the ability to communicate with the IRS electronically, and enables the IRS to provide a detailed written response to questions.  The IRS will monitor telephone calls to pursue improvements and gain a better understanding of customer needs, and will continue to improve scripts for automated self-service applications.  Assistors will continue to be trained in specialized areas according to customer needs.  Finally, the IRS will continue to use customer satisfaction survey results to identify primary areas for targeting resources to make the biggest improvement in overall customer satisfaction.

FY2002

Customer satisfaction will increase 3% to a rating of 3.69 on a four-point scale.  Continuing focus will be on improving the quality of the toll free telephone system by increasing the number of phone assistors, enhancing technology, and maintaining issue specialization.  The IRS will continue to deliver automated communication solutions that enhance capabilities to deliver better service to customers.  Specialized training for assistors will be based on specific topics and issues as identified through monitoring and surveys.  The IRS will continue to monitor telephone calls to pursue improvements and gain a better understanding of customer needs, and will continue to improve scripting on automated self-service applications.
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Measure: F-14 Toll-Free Assistor Level of Service
The IRS will increase the Telephone Level of Service to 63% in FY2001 and 71% in FY2002.

FY2001

Telephone level of service will increase to 63.4%.  Level of service measures the relative success rate of taxpayers who call the IRS through toll-free services and wish to speak to an assistor.  The measure excludes calls routed to automated systems, i.e., Teletax and TRIS.  Efforts to improve telephone level of service include adding staff to the telephone program and reducing reliance on compliance staff.  Additionally, the IRS will improve the use of call routing technology, and will deploy other technology enhancements included in the Customer Communications Project plan.  More routine calls are being directed to automated systems, allowing assistors to focus on taxpayers with more technical questions. Improvements and modifications will be made to the call routing system to increase taxpayer access levels and to deliver each call to the appropriate site where assistors are specialized in specific areas of expertise.  This measure will also be positively affected through efforts to route customers to skilled assistors or to automated systems when appropriate.  The IRS is also implementing and monitoring voice recognition technology to provide more customers the opportunity to be assisted through automated services.  Finally, the IRS is testing a new series of measures consistent with industry standards to improve monitoring of service delivery and utilization of resources.

FY2002

Telephone level of service will increase to 71.1%.  The IRS will continue to implement process and system enhancements to improve both convenience and quality of telephone communications.  This includes taking steps to better align telephone operation measures with IRS strategic direction to enable benchmarking against industry standards. New measures that were tested last year will be baselined.  The current measurement system will be maintained concurrent with this new effort to allow the IRS to solicit external expertise to validate and assess the new measures and develop an implementation plan.  Focus will shift to institutionalize these new measures. This is consistent with IRS strategic direction that will increase the complexity of calls answered by customer service representatives as a result of more sophisticated call routing, expansion of alternative language services, and increased specialization of issues addressed by assistors.  In addition to implementing new measures, the IRS will add resources to continue to improve service and reduce reliance on compliance personnel in responding to taxpayer inquiries during the peak filing season.  Technology enhancements will include deploying technology included in the Customer Communications Project plan, routing customers to appropriately skilled assistors or automated systems, and enabling access to refund information over the Internet.

Measure: F-15 Toll-Free Tax Law Quality
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The IRS will increase Telephone Tax Law Quality to 74% in FY2001 and 76% in FY2002.

FY2001

Tax law quality will increase to 74%.  This measure evaluates the accuracy and adherence to procedures of IRS responses to tax law inquiries and is shown as a percent of calls that are 100% accurate and compliant with procedures.  To achieve an increase of 2% in this measure, the IRS is continuing to segment and specialize assistors to respond to customer service requirements.  Assistor skills are enhanced through improved and targeted training, and assistors are provided with better research capabilities.  There is a continued focus on providing complete and accurate answers to all tax law questions.  Calls are monitored to gain understanding of customer and employee work and skill needs and to target areas for improvement.  The IRS is conducting ongoing research and analysis of telephone quality data, and analyzing customer feedback data to identify improvement initiatives.  Finally, the IRS is reviewing the quality measurement system against private industry standards.

FY2002

The IRS will increase tax law quality to 76%.  The IRS will continue to improve telephone tax law quality by distributing inquiries to sites where the required resources and appropriate assistor skill sets are available.  The IRS will continue actions to improve workload distribution and training for assistors.  The IRS will also expand on-line research capabilities for front line employees by redesigning content and delivering the Internal Revenue Manual for a web-based environment.  The IRS will initiate actions to improve the quality measurement system based on results of a private industry study.

Measure: F-16 Toll-Free Account Quality
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The IRS will increase Telephone Account Quality to 63% in FY2001 and 65% in FY2002.

FY2001

This measure addresses the percent of calls that are 100% accurate and adhere to all IRS procedures.  The IRS will improve telephone account quality to 63% through several initiatives.  The IRS is identifying business needs for development of a Correspondence and Document Imaging system that will improve accuracy and document tracking by allowing appropriately skilled case workers to access correspondence.  The IRS initiated implementation of an Integrated Case Processing software application to facilitate access to data and information needed to make tax account adjustments.  The completed project will ultimately provide all employees with the ability to access and update taxpayer account information through a single terminal and access path.  The IRS is also continuing efforts to segment workload and provide assistors with specialized training necessary to answer increasingly technical customer calls.  Issue specialization provides assistors with proficiency in one or more technical topics, ensuring their ability to assist customers quickly and accurately.  Continued development of business notices that are more clearly written and easily understood is expected to cause a decrease in telephone inquiries.  

FY2002

Telephone account quality will increase to 65% as more customers receive accessibility and accurate responses to their account inquiries.  To achieve this increase, the IRS is working to make complete taxpayer information available to assistors through the Customer Account Data Engine (CADE) project. The initial release of CADE for 1040EZ TeleFile is anticipated in January 2002.  When implemented, this tool will greatly enhance the ability of assistors to input transactions, update taxpayer accounts, and return data from their desks.  Updates will then be immediately available to anyone who accesses the taxpayer’s account.  This project will also enable the development of additional systems that will allow the IRS to serve taxpayers in a manner similar to that provided by commercial-sector financial service organizations.  The IRS will continue to monitor calls and analyze feedback data to gain a better understanding of customer and employee needs, pursuing improvements where appropriate.

Measure: F-17 Customer Satisfaction (walk-in)
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The IRS will maintain Customer Satisfaction (walk-in) at 6.5 (on a 7-point scale) in FY2001 and increase to 6.55 in FY2002.

FY2001

Customer satisfaction will be 6.5 on a 7-point scale.  The IRS will continue to use customer satisfaction survey results to identify areas for improvement.  The survey process will be enhanced to allow customers to provide comments on service received.  The survey instrument will be changed to a comment card type system to obtain better and more timely feedback.  To improve in-person assistance to taxpayers, the IRS will increase staffing for walk-in assistance.  Referrals to compliance personnel will be minimized with the hiring of Tax Resolution Representatives.  This position will allow walk-in assistance and compliance work to be combined, providing a better overall experience for the taxpayer.  The IRS will institutionalize problem solving days by providing one stop service for all account problems.  Capacity to resolve more complex issues will be enhanced and multi-lingual services will be expanded and improved.  Finally, the IRS will continue to offer evening and weekend hours for in-person customer assistance.

FY2002

Customer satisfaction will be improved to 6.55 by increasing walk-in assistance service through continued recruitment, training, and hiring of Tax Resolution Representatives, allowing walk-in assistance and compliance work to be combined.  The IRS will offer more convenient options to customers, such as mobile units, kiosks, and additional sites with a broader range of service.  Multi-lingual services will continue to be expanded and improved.  Additional areas for improvement will be identified as the first results from quarterly comment card surveys become available in the first quarter of FY2002.

Measure: F-18 Returns Prepared (walk-in) 
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The IRS will increase the number of In-Person Returns Prepared to 1,114,000 in FY2001 and 1,119,000 in FY2002.
FY2001

This measure captures the total number of customers assisted with the preparation of one or more paper or e-filed returns.  The IRS will prepare over 1.1 million returns – an increase of 2% over FY 2000. The IRS will implement the use of same day appointments whenever practical and implement the Queuing Management System.  This system facilitates workload and resource distribution by screening and categorizing taxpayer needs as they enter a Taxpayer Assistance site.  The IRS has initiated long-term plans designed to provide taxpayers the right services at the right time and in the right place.  While the number of returns prepared is an indicator of service and demand, the IRS has shifted emphasis toward increasing the number of taxpayers whose needs are met through alternative distribution channels, more efficient resolution of taxpayer account inquiries, and integration of cross-functional problem-solving approaches into day-to-day field assistance operations.  The IRS is planning self-help options for taxpayers, redesigning the external web site to increase the amount of available information, and institutionalizing problem-solving days at walk-in sites.  As these efforts proceed, employees are being positioned to provide better assistance to taxpayers with account and notice inquiries and to handle cross-functional compliance problems.  This will reduce reliance on compliance personnel throughout the year, especially during the filing season.  

FY2002

The IRS will prepare over 1.1 million returns, but will continue to emphasize increasing the number of taxpayers whose needs are met through all distribution channels (traditional or alternative).  The IRS will assess self-help options that have been deployed, and will complete the redesign of its web site to increase the amount of information available to taxpayers.  Problem-solving days will be institutionalized, and external partnerships will be expanded to leverage tax return information communication and distribution channels.  The IRS will seek external expertise to develop new measures to better monitor this new direction.

Measure:  F-19 Geographic Coverage (projection) 
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The IRS will increase Geographic Coverage for in-person assistance to 72% in FY2001 and 75% in FY2002.

FY2001

In FY2000, field assistance was available at 406 locations providing 70% geographic coverage.  Geographic coverage is a projected percentage of the wage and investment taxpayer population within a 45 minute commuting distance from a Field Assistance facility.  The IRS plans to expand geographic coverage to 72% through the addition of new sites, relocation of existing facilities, renovation of current facilities, expansion of external partnerships to provide alternative distribution channels, and development of alternatives to traditional sites.  Concurrent with efforts to expand geographic coverage, actions will be taken to improve the range and quality of services at local field assistance sites.  To accomplish this, the IRS will recruit and train more than 600 individuals into the new Tax Resolution Representative positions, combining walk-in assistance and compliance work.  Systems improvements will include expansion of the Queuing Management System to facilitate workload and resource distribution by screening and categorizing taxpayer needs when they enter a walk-in site. 

FY2002

The IRS will increase geographic coverage to 75%.  The IRS will increase staffing to support additional services through expanding and relocating existing offices as well as opening offices in new locations.  Services will be available at alternative sites, such as shopping malls, and with other government agencies to increase convenience to taxpayers.  The range and quality of services at local field assistance sites will continue to be improved through recruiting, hiring, training, and system improvements.

Compliance Services

Performance Goal:
Identify and correct all substantive errors in the filing of tax returns, reporting of income, and payment of taxes. – The IRS will emphasize improving compliance through better and more targeted taxpayer education, better reporting, voluntary agreements, improved regulations, and earlier intervention.  The IRS will stabilize the level of enforcement activity and take proper action in each case.

Discussion

FY 2001

The IRS’ compliance services are important in protecting both the flow of revenue to the Treasury and ensuring that taxpayers who voluntarily meet their tax obligations have confidence that their neighbors or competitors are also complying.  

Payment compliance programs, both electronic and field, will benefit from initial efforts to establish a risk-based end-to-end compliance strategy, which will ensure the highest priority cases get to the right people to work first.  The IRS will see an increase in delinquent account and delinquency investigation closures for both payment compliance programs, concurrent with an increase in direct case time, reduction in time spent on non-collection work, and a boost in efficiency.  An increase in FTE for the Automated Collection System will ensure that additional customers are contacted and their cases resolved.  Issue specialization along with the use of an intelligent call router will lead to addressing customer needs more thoroughly and help to resolve compliance issues sooner.  The IRS will build employee skills within the field collection program through planned, targeted learning modules, achieving productivity through a quality work environment.  Non-filer efforts, supported by an increase in the number of delinquent returns secured through these programs, will assist compliance efforts in all operating divisions. 

Tax reporting compliance programs include document matching, correspondence examination and field examination. The IRS will enhance case quality with planned, targeted learning modules on challenging business issues.  The initial steps toward developing a risk-based end-to-end compliance strategy will impact both correspondence and field examination processes, aiding the identification and delivery of cases for audit that are deemed to meet the highest risk factors.  The IRS will concentrate on improving two items that have a high negative impact on customer satisfaction: the length of time audits last and unclear written explanations of the process.  The number of returns closed throughout examination programs will be increased.  The field program will show renewed emphasis on individual returns in excess of $100,000, dramatically increasing resources applied to this area, and begin to stratify this large segment of returns into lower classifications.  There will be a similar increase in field resources focused on underreporting, non-filing and abusive trusts and pass-throughs, addressing overall compliance and increasing service to all taxpayers.

FY 2002

The IRS will continue to protect the flow of revenue to the Treasury and ensure that taxpayers who are voluntarily meeting their tax obligations have confidence that their neighbors or competitor are also complying.  The IRS will begin matches of Forms 1041 and 1065 K-1s with individual tax returns to address underreporting, non-filing and abusive trusts and pass-throughs.  The IRS will implement the risk-based compliance strategy to augment the case selection process and reduce the number of accounts closed as currently not collectible.  The identification of high-risk cases early in the collection process is critical to meeting customer needs and increasing their satisfaction with resolution time frames.  As additional direct case time is made available to front line employees through overhead reduction and a decreased demand for assistance during the filing season, collection case closures will increase.  Centralization of the Offer in Compromise process will have its first tangible effect, freeing resources to work other inventory.  Improved return delinquency notices will reduce burden by providing taxpayers with an increased understanding of their filing requirements and make their contacts with the IRS easier.

Tax reporting compliance programs will focus on K-1 document matching.  New revenue agent hires, efficiency increases, and the availability of more direct case time will cause increases in the number of returns closed from correspondence and field examination programs.  Newly hired tax compliance officers will be able to concentrate on examining individual business returns, smaller corporate returns and partnership returns.  This will free revenue agents to place a stronger focus on the more difficult and demanding examinations.  The IRS will continue delivery of planned, targeted learning modules, and increase quality through analysis of available quality data results. 

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$3,294,057
$3,442,725

Direct FTE
45,618
46,174

Critical Measures Summary

Compliance Services


FY 1998
FY 1999
FY 2000
FY 2001
FY 2002


Actual
Actual
Actual
Performance Plan
Performance Plan

C-1. Telephone Customer Satisfaction (ACS)
N/A
3.4
3.4
3.5
3.6

C-2. ACS Level Of Service
N/A
80.7%
78.9%
80%
81%

C-3. ACS Closures – Taxpayer Delinquent Accounts 
N/A
N/A
1,532,309
1,655,000
1,871,510

C-4. ACS Closures – Taxpayer Delinquent Investigations
N/A
N/A
726,309
752,000
740,516

C-5. Customer Satisfaction – Field Collection 
N/A
3.9
4.6
4.94
5.04

C-6. Field Collection – Number of Cases Closed - TDA
1,319,491
1,029,706
771,455

846,800
862,564

C-7. Field Collection – Number of Cases Closed - TDI 
255,862
168,271
144,764
146,211
150,070

C-8. Field Collection Quality
N/A
86.0%
83.0%
86.4%
89.0%

C-9. Offers in Compromise Processed
N/A
N/A
69,514
73,068
77,470

C-10. Automated Underreporter Closures
N/A
N/A
2,888,900
2,859,000
3,328,655

C-11. Automated Underreporter Quality 
N/A
N/A
93%
94%
94%

C-12. Service Center Examination Customer Satisfaction
N/A
3.9
4.0
4.3
4.45

C-13. Total Number of  Returns Examined
N/A
N/A
439,483
558,655
519,664

C-14. Service Center Examination Quality 
N/A
90.7%
72.8%
72.0%
78.0%

C-15. Field Exam Customer Satisfaction
N/A
4.1
4.4
4.6
4.9

C-16. Individual Return Examinations > $100,000
103,400
94,759
63,217
113,699
167,282

C-17. Individual Returns Examinations < $100,000
375,100
289,725
187,891
152,964
173,855

C-18. Total Individual Returns
478,500
384,484
251,108
266,663
341,137

C-19. Field Exam Case Quality Score
N/A
65%
57%
60%
62%

C-20. Number of Business and General Industry Returns Examined 
N/A
N/A
103,112
142,441
168,712

C-21. Number of Cases Examined (Coordinated Industry)
N/A
N/A
328
475
475

C-22. Number of Returns Closed (Coordinated Industry)
N/A
N/A
3,096
3,831
3,356

C-23. Employee Plans and Exempt Organization Customer Satisfaction
N/A
N/A
5.7
5.7
5.8

C-24. EP/EO Examination Cases Closed
N/A
22,525
19,080
19,300
11,000

C-25. EP/EO Examination Quality
N/A
N/A
83
83
85

C-26. Innocent Spouses Modules Closed
N/A
N/A
55,698
57,659
62,133

C-27. Appeals Cases Closed
N/A
N/A
54,986
73,013
72,842

C-28. Subject Criminal Investigations Initiated
N/A
N/A
3,372
3,320
3,368

C-29. Tax Court Cases
N/A
N/A
13,698
12,000
11,000

C-30. TAS Closed Cases
N/A
N/A
237,885
244,941
252,289

C-31. TAS Casework Quality Index
N/A
N/A
65.3%

68.3%
69.7%

C-32. Total Enforcement Revenue Collected ($B)
 
$35.2
$32.9
$33.8
$34.0
$34.9

C-33. Agency  Wide Employee Satisfaction
N/A
55%
59%
60%
62%

C-34. Servicewide FTE (including EITC)
N/A
N/A
97,074
99,509
101,352

C-35. Number of FTE in Taxpayer Contact Programs (including EITC)
N/A
N/A
65,416
67,852
69,695

C-36. FTE per Billion $ GDP
N/A
N/A
10.57
10.42
10.12

Measure: C-1 ACS Telephone Customer Satisfaction  
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The IRS will increase Automated Collection System (ACS) Telephone Customer Satisfaction to 3.5 (on a 4-point scale) in FY2001 and 3.6 in FY2002.

FY 2001

Customer service representatives will begin to specialize in calls from specific customer segments based on the automated collection call site to which they are assigned.  A realigning of inventory by customer segments and issue specialization will increase customer satisfaction to a score of 3.5.  The IRS will provide enhanced service to each taxpayer by routing customers to experts in their issue more quickly.  The IRS will reduce the time customers must wait for assistance by optimizing telephone technology and hiring additional customer service representatives.  Telephone contacts will be reduced through development of business notices that are more clearly written and easily understood.  Those telephone contacts still necessary are expected to be of higher quality since the customer will have a better understanding of the issues involved. 

FY 2002

The IRS will increase customer satisfaction to a score of 3.6 by establishing specialty sites for either specific groups of taxpayers or specific types of cases.  For example, there will be a site specializing in Federal employee and retiree issues and a site specializing in defaulted installment agreements.  Analysis by the newly formed risk-based collection unit will determine specific customer needs.  Procedural training focused on the documented needs of taxpayers will be provided to customer service representatives to provide them with the expertise they need to effectively and efficiently handle customer calls, and enhance service to each taxpayer.

Measure:  C-2 ACS Level of Service 
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The IRS will increase Automated Collection System Level of Service to 80% in FY2001 and 81% in FY2002.

FY 2001

Level of Service for the Automated Collection System is expressed as “Calls Answered” divided by “Total Call Attempts.”  Improvements in the manner in which calls are handled as they are received, as with the intelligent call router, will expand level of service to 80 percent, as assistors will be able to respond more quickly.   The IRS will augment service to each taxpayer by making communication vehicles more efficient through optimization of telephone technology.  The hiring of additional phone assistors, the realignment by customer segments, and issue specialization will enable the IRS to build a workforce that is well prepared to handle the volume of calls received.  In addition, changes that occurred in FY 2000 to streamline processing of the reinstated lien, levy and final notices should also show significant improvement in FY 2001.

FY  2002

The IRS will increase Level of Service to 81 percent.  The continued development of business notices that are more clearly written and easily understood is expected to result in fewer telephone contacts. Those telephone contacts still necessary are expected to be of higher quality and of shorter duration since the customer will have a better understanding of the issues involved prior to calling.  Procedural training focused on documented needs of taxpayers will provide customer service representatives with the expertise they need to effectively and efficiently handle customer calls and enhance service to each taxpayer.

Measure:  C-3 ACS Closures – Taxpayer Delinquent Accounts  
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The IRS will increase the number of ACS Delinquent Accounts Closed for entities to 1,655,000 in FY2001 and 1,871,510 in FY2002.

FY 2001

A Taxpayer Delinquent Account represents a balance due on a tax return.  The IRS will increase delinquent account closures to 1,655,000.  The IRS will begin to move toward a risk-based collection strategy that will identify cases that are the most productive to pursue.  The use of an intelligent call router will send calls to the customer service group specializing in the particular type of collection issue.  Adding more phone assistors will help decrease the overage inventory and increase closures.  Additionally, a new fully indexed Internal Revenue Manual, free of technical inaccuracies and inconsistencies, will be universally accessible, allowing assistors to seek guidance when necessary through their terminal links.  In this way, service to each taxpayer will be enhanced. 

FY 2002

The implementation of the risk-based collection case selection process should reduce the number of accounts closed as currently not collectible and increase the population of more productive cases.  This will result in a 13 percent increase in delinquent account closures to 1,871,510.  This risk-based case selection procedure will introduce behavioral and application scoring to identify potential noncompliance and high-risk cases early in the collection process, segment customers for accelerated handling, evaluate existing case load including timeframes for case resolution, and identify private sector best practices for possible replication.  Additionally, expanded installment agreement authority will increase the number of closures using that particular method of disposition, and will enhance the ability to provide service to all taxpayers.

Measure:  C-4 ACS Closures – Taxpayer Delinquent Investigations 
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The IRS will increase ACS TDI Closures to 752,000 in FY2001 and decrease to 740,516 in FY2002.

FY 2001

A Taxpayer Delinquency Investigation (TDI) represents one or more returns that have not been filed as required.  The IRS will increase delinquency investigation closures to 752,000 as a result of several factors.  Additional assistors will allow for an increase in the direct time available to work these types of cases.  The migration to an intelligent call router will ensure that the most expert assistors in this area handle the calls.  The new return delinquency notices, scheduled for implementation during the second quarter, will have impact on those cases that have prior delinquent returns in delinquency investigation status.  As taxpayers find notices easier to understand, they will be able to respond more completely. 

FY 2002

With the resources available to work this program in FY 2002, IRS is set to reach 740,516 TDI closures.  IRS will increase the direct time available to work these cases.  The risk-based collection strategy will also impact TDIs that are worked, ensuring that the most productive are accelerated into inventories.  Another round of enhancements to return delinquency notices will provide taxpayers with full details on internal data available that will enable them to determine their filing requirements and file their overdue returns.

Measure: C-5 Customer Satisfaction – Field Collection 
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The IRS will increase Collection Field Function Customer Satisfaction to 4.94 (on a 7 point scale) in FY2001 and 5.04 in FY2002.

FY 2001

Collection accounts that require personal visits by field agents are assigned to the Collection Field Function (CFF).  The IRS will identify and address issues that cause unnecessary burden and hardship on CFF taxpayers, and will examine customer satisfaction survey results each quarter.  The IRS will develop training targeted to the most salient issues raised in the survey - quality review results and TIGTA recommendations.  These items will have a positive impact on the customer satisfaction score, helping to raise it to 4.94.  Additionally, work in centralizing the processing of offers in compromise will aid in further relieving taxpayer burden.

FY 2002

The IRS will continue to identify and address taxpayer burden issues through a quarterly examination of customer satisfaction survey results.  The centralization of offers in compromise should have its first tangible effect on the workload of Revenue Officers, allowing for an increase in direct time spent on routine cases.  This, in turn, positively impacts the Service’s ability to serve all taxpayers, with the customer satisfaction survey score rising to 5.04.
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Measure:  C-6 Field Collection – Number of Cases Closed - TDA 

The IRS will increase Collection Field Function Delinquent Accounts Closed for distinct modules (portions of a year) to 846,800 in FY2001 and 862,564 in FY2002
.

FY 2001

A Taxpayer Delinquent Account (TDA) represents a balance due on a return. An increase in efficiency coupled with a reduction in overhead will set the IRS on target to reach 846,800 delinquent account closures.  Additionally, there will be a 45% decrease in the amount of resources usually taken off collection work to assist other parts of the organization during the filing season.  These items will all positively impact the IRS’ ability to serve taxpayers and reduce burden by freeing up additional time for revenue officers to spend working directly on cases.

FY 2002

The IRS will increase delinquent account closures to 862,564.  Another increase in efficiency will support this target, as will a 50% decrease in the amount of resources taken off line to assist other parts of the organization during the filing season.  The IRS will also deliver planned learning programs that are targeted to specific needs of employees.

Measures: C-7 Field Collection – Number of Cases Closed - TDI
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The IRS will increase the number of field collection delinquent return cases to 146,211 in FY2001 and 150,070 in FY2002.

FY 2001

A Taxpayer Delinquency Investigation (TDI) represents one or more tax returns that have not been filed as required.  TDI closures will increase to 146,211.  This target will be reached through reductions in overhead, increases in efficiency, and a 40 percent reduction in the Compliance staff detailed to assist Customer Service during the filing season.  Overall, there will be a 45% increase in the direct time spent on Revenue Officer TDI inventories.  These items all contribute to making more time available for revenue officers to spend working compliance cases. 

FY 2002

TDI closures will increase 2.6 percent to 150,070.  This level will be reached through the realization of the full year benefit of the reductions in overhead and increases in efficiency achieved in FY 2001, and an additional 45 percent reduction in the Compliance staff detailed to assist Customer Service during the filing season. This will make more time available for revenue officers to spend working compliance cases.  The reduction in details will be possible because the STABLE initiative will fund the hiring of more staff dedicated to Customer Service. The IRS will also deliver planned learning programs, targeted toward specific needs of employees.

Measure:  C-8 Field Collection Quality
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The IRS will increase the Quality of CQMS Cases assigned to the Collection Field Function to 86.4% in FY2001 and 89% in FY2002.

FY 2001

The IRS’ Collection Quality Measurement System (CQMS) produces a composite quality score that indicates how well the Collection Field Function is working its inventory.  Closed cases are randomly selected for review and compared to a national standard. The IRS will increase this score to 86.4 percent through several improvement opportunities.  These include using data analysis to target areas where improvement is needed most, planning specific training around the needs identified, and delivering a redesigned, fully indexed collection Internal Revenue Manual that is free of technical inaccuracies and inconsistencies, and accessible through a web-based environment.

FY 2002

The IRS will increase the case quality score to 89% through continuation of data analyses and training in targeted areas.  Additionally, the IRS will develop a system for embedding responsibility for assessing and improving technical case quality at the organizational level closest to customers.  This will have a direct impact on enhancing service to all taxpayers.

Measure: C-9 Offers in Compromise Processed
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The IRS will increase the number of Offers in Compromise Processed to 73,068 in FY2001 and 77,470 in FY2002.

FY 2001

Offers in Compromise are cases in which a taxpayer owes a liability and offers less than the total amount due in order to bring their case to a final resolution.  The number of offers that are either accepted, rejected, or withdrawn by the taxpayer in less than six months will increase by 5 percent, increasing the number of offers processed to 73,068.  These efforts will directly increase the IRS’ ability to provide service to each taxpayer because customers who have chosen this avenue of case resolution prefer that a conclusion be reached as swiftly as possible.  Centralization of the Offers in Compromise project, which will be fully underway in FY 2001, will support efforts to reach this 5% improvement.

FY 2002

The IRS will increase the number of Offers in Compromise that are concluded in less than six months by 6%, increasing the number processed to 77,470.  The centralization of these types of cases, initiated in FY 2001, will continue to impact the offer process in FY 2002.   The timeliness and efficiency gained through the centralization process will have the greatest effect on this improvement.   Additionally, the IRS will continue to search for methods that can be streamlined and ways to improve performance.

Measure:  C-10 Automated Underreporter Closures
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The IRS will increase the Number of AUR Cases Closed from 2,859,000 in FY2001 to 3,328,655 in FY2002.

FY 2001

The Automated Underreporter (AUR) program provides services and interacts with taxpayers, their representatives, and/or the payer community to resolve discrepancies between information returns filed by payers and the amounts reported by taxpayers on individual income tax returns.  The IRS expects to close almost 2.9 million cases in FY2001.  The IRS will apply additional staff to work cases, begin consolidating work at designated sites, and implement a separate 1-800-telephone number for taxpayers with wage and investment income.  Additionally, the IRS will develop plans to rotate document matching selection criteria from year-to-year to expand coverage and improve voluntary information return reporting in individual income tax returns.  

FY 2002

The IRS will close over 3.3 million income reporting discrepancy cases – a 16% increase over FY2001.  To accomplish this, the IRS will apply additional staff to work cases, complete workload migration to specialized sites, and test plans to rotate document matching selection criteria from year-to-year to expand coverage and improve voluntary information return reporting in individual income tax returns.  Risk-based workload selection strategies will be developed to select cases based on knowledge of specific issues affecting these taxpayers and potential noncompliance risk.  Mechanisms will be developed to use post-filing knowledge to develop improved guidance and education programs to prevent future problems.  Additional staff will also be applied to matching K-1 information returns with the information reported on individual returns.

Measure:  C-11 Automated Underreporter Quality
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The IRS will increase the AUR Case Quality Score to 94% in FY2001 and will maintain this level in FY2002.

FY 2001

The IRS will increase Automated Underreporter case quality to 94 percent.  The Automated Call Distributor system will be improved to ensure that prompts and messages provided to assistors are consistent in all sites.  The IRS will implement a separate 1-800 number for Wage and Investment and Small Business customers.  The IRS will also take steps to better equip employees by providing better training for telephone assistors, expanding employee access to research tools, and redesigning the content and delivery of the Internal Revenue Manual for a web-based environment.

FY 2002

The IRS will sustain a 94% case quality level measure while hiring and training additional staff, by engaging frontline employees and managers in determining and developing procedural guidelines, business requirements, and by establishing a managerial/leadership curriculum consisting of the 12 components of Enhanced Supervisory Practices Initiative.  The impact of targeted planned training on challenging business issues should take hold and guide the IRS in determining additional areas needing emphasis.

Measure: C-12 Service Center Examination Customer Satisfaction
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The IRS will increase Correspondence Exam Customer Satisfaction to 4.30 (on a 7 point scale) in FY2001 and to 4.45 in FY2002.

FY 2001

The IRS correspondence examination function initiates correspondence with taxpayers related to tax issues arising from items reported on their returns.  The entire examination is done through correspondence and requires no field contact.  To raise the correspondence exam customer satisfaction score to 4.3, the IRS will focus on the top two improvement opportunities: reducing the length of time that the examination process takes and providing a clearly written explanation of the process to increase taxpayer understanding.  

FY 2002

The IRS will increase the customer satisfaction score by 3% to 4.45.  IRS expects to be able to achieve this by focusing on customers’ needs as revealed from the customer satisfaction survey results, by working to improve customer feedback processes, and by developing targeted training in the most challenging areas.

Measure:  C-13 Total Number of Correspondence Returns Examined 
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The IRS will increase the Number of Correspondence Returns Examined to 558,655 in FY2001, but will decrease the number to 519,664 in FY2002.

FY 2001

The number of correspondence returns examined will increase by 27 percent to 558,655, of which 422,210 involve Earned Income Tax Credit issues.  Correspondence examinations are examinations of tax returns that are conducted through written correspondence with taxpayers or their representatives.  The program operates on a two-year cycle and the increase reflects the number of cases initiated in FY 1999.  IRS is re-engineering the process to reflect a risk-based compliance model that will identify and select for examination first those returns that are deemed to meet the highest risk factors. 

FY 2002

The number of correspondence returns examined will decrease by 7 percent to 519,664, of which 432,208 involve Earned Income Tax Credit issues.  The decrease reflects efforts to improve the targeting of unproductive EITC exams by improving workload identification through full implementation of the Dependent Database and implementation of risk-based actions such as soft notices that allow taxpayers to self-correct errors in lieu of traditional examinations.  It also reflects the decrease in the number of cases initiated in FY 2000 and actions taken in FY 2001 to stabilize the annual number of EITC exams and eliminate significant annual swings in work that occurred in prior years. 

Measure: C-14 Service Center Examination Quality
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The IRS the Correspondence Exam Case Quality Score will decrease slightly to 72% in FY2001 and increase to 78% in FY2002.

FY 2001

Examinations completed by correspondence in the service centers are reviewed and compared to a nationwide standard.  The case quality score of the IRS’s correspondence examination function will be 72%. To accomplish this, IRS will develop the process capabilities and workforce skills to support a risk-based program and administer tailored treatments and delivery methods to taxpayers.  Customer Service Representatives will be provided training to begin workforce specialization and actions will be taken to ensure the use of quality review data to improve quality of training and procedures.

FY 2002

IRS’s correspondence examination quality score will increase to 78%, a 6 percentage point increase.   Additional emphasis will be placed on targeted, planned learning programs tailored to the types of issues encountered during a correspondence exam. IRS will also engage front line employees and managers in determining business and system requirements, redesign the content and delivery of the Internal Revenue Manual in a web-based environment, and provide enhanced research tools.

Measure:  C-15 Field Exam Customer Satisfaction 
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The IRS will increase Individual Returns Customer Satisfaction to 4.6 (on a 7 point scale) in FY2001 and 4.9 in FY2002.

FY 2001

IRS’s field examination customer satisfaction survey score will increase to 4.6.  IRS will analyze data from our Exam Quality Measurement System (EQMS) to identify actions that will aid in improving customer satisfaction.  Offering issue-targeted Problem Solving Days will also give IRS customers greater satisfaction in bringing their cases to a swift resolution.  IRS will also concentrate on improving the response rate to customers, thereby increasing their confidence that their case is being handled as expeditiously as possible.

FY 2002

IRS’s customer satisfaction score will increase to 4.9.  There will be a continued emphasis on EQMS data analysis to uncover areas where IRS can foster customer satisfaction improvement.  IRS will also look to expand the customer satisfaction survey results to include corporate taxpayers.  IRS’s national headquarters office will give pro-active assistance to field offices in analyzing survey results, and identifying improvement opportunities for their customer bases.

Measure: C-16 Number of Return Examinations Greater Than $100,000
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The IRS will increase the Number of Individual Returns greater than $100,000 gross income that are examined to 113,699 in FY2001 and 167,282 in FY2002. 

FY 2001

IRS is placing a strong emphasis on increasing the number of individual tax returns with gross income in excess of $100,000 that are examined within IRS field and office examination programs.  IRS plans to close a total of 113,699 returns, an increase of 80% over the previous year.  Special emphasis will be given to returns that indicate abusive trust or pass-through income.  Supporting this goal are several factors, such as an increase in direct examination time in both the field and office programs coupled with a decrease in overhead and a 45% reduction in time given to other parts of the organization to support filing season needs. 

FY 2002

IRS will once again expand the number of individual returns with gross income in excess of $100,000 that are examined in IRS field and office examination programs.  In FY 2002, the number of these returns examine will increase by 47%, reaching 167,282.  Those selected for the new Tax Compliance Officer (TCO) position, hired in the previous year, should be fully trained and ready to concentrate on returns in this category.  Hiring additional revenue agents, reducing the time spent in assisting other operations during the filing season by another 50%, along with a scheduled increase in efficiency will all contribute to the achievement of this target.  Emphasis on returns indicating abusive trust or pass-through income will also continue.

Measure:  C-17 Number of Return Examinations Less Than $100,000 
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The IRS will decrease the Number of Individual Returns less than $100,000 that are examined in FY2001 to 152,964 and will increase the number to 173,855 in FY2002.

FY 2001

Within IRS field and office examination programs, IRS will examine a total of 152,964 individual returns with gross income of less than $100,000.  This represents a 19% decrease from the previous year due to the 80% increase in the examination of individual returns with gross income in excess of $100,000.  IRS’s efforts at increasing direct examination time coupled with a decrease in overhead and a 45% reduction in time given to other parts of the organization to support filing season needs, keeps this decrease at a minimum.  Special emphasis will be given to returns in this category that indicate abusive trust or pass-through income.  

FY 2002

IRS will increase the number of returns with gross income less than $100,000 income that are examined by IRS field and office examination programs.  Returns in this category will total 173,855 representing a 14% increase from the previous year.  Further strides in reducing the time spent in assisting other operations during the filing season by another 50%, a scheduled increase in efficiency, and new revenue agent hires will all contribute to this increase, which nearly expunges the prior year’s decrease.  Emphasis on returns indicating abusive trust or pass-through income will also continue.

Measure:  C-19 Field Exam Case Quality Score
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The IRS will increase the Individual Returns Case Quality Score to 60% in FY2001 and 62% in FY2002.

FY 2001

The case quality scores for each of IRS field and office examination programs will rise by 3 percentage points over the previous year, reaching 60%.  IRS will address the audit standards that were identified as having the greatest opportunity for improvement.  IRS will look to deliver targeted, planned learning programs that give employees the tools necessary to increase case quality where it is deficient.  IRS will also use results from IRS Examination Quality Measurement System (EQMS) and from TIGTA audit recommendations to further identify the areas needing the greatest emphasis. 

FY 2002

IRS will achieve another two-percentage point increase in the case quality scores for IRS field and office examinations programs, reaching 62%.  IRS will continue to identify areas that can be improved through the analysis of EQMS data and TIGTA audits.  Targeted, planned learning programs will also continue.  Additionally, IRS will look to develop a system for embedding responsibility for assessing and improving technical case quality at the organizational level closest to customers.

Measure:  C-20 Number of Business and General Industry Tax Returns Examined  
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The IRS will increase the Number of Business and General Industry Tax Returns examined to 142,441 in FY2001 and 168,712 in FY2002.

FY 2001

IRS will examine 142,441 business returns, a 38% increase.  This number includes 113,474 Schedule C (self-employed) returns; Schedule F (farm income) returns; and returns for corporations having less than $5 million in assets.  It also includes 28,967 General Industry examinations which include related employment tax and individual income tax returns..  Special emphasis will be given to returns that indicate abusive trust or pass-through income.  IRS will give priority to those returns falling within identified areas of non-compliance.  An increase in direct examination time in both the field and office programs coupled with a decrease in overhead and a 45% reduction in time given to other parts of the organization to support filing season needs will enhance these efforts.  

FY 2002

IRS will examine 168,712 business returns, an 18% increase.  This number includes 147,213 Schedule C (self-employed) returns; Schedule F (farm income) returns; and returns for corporations having less than $5 million in assets.  It also includes 21,499 General Industry examinations which include related employment tax and individual income tax returns.  IRS Tax Compliance Officers, newly hired in the previous year, will aid these efforts, as will the hiring of additional revenue agents in this year.  IRS will continue to see a reduction in the time spent in assisting other operations during the filing season by another 50%, along with a scheduled increase in efficiency.  The decrease in General Industry examinations reflects the redirection of resources to pre-filing activities, and the cooperative resolution of issues in the return filing versus post-filing process, and redirection of resources to more complex corporate and partnership business activities.

Measure:  C-21 Number of Cases Examined (Coordinated Industry) 
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The IRS will increase the Number of Coordinated Industry Cases Closed to 475 in FY2001 and will maintain this number in FY2002.

FY 2001

IRS will close 475 Coordinated Industry cases, a 45% increase over FY 2000.   Coordinated Industry cases are team based examinations formerly known as Coordinated Examination Program (CEP) cases.  The noted increase is attributable to the post-reorganization refocus on these large and diverse entities and reflects the expected turnover of inventory more in line with what existed before the reorganization. The inventory typically turns over every 3 years.  Coordinated Industry cases are the largest, most complex cases handled by the IRS.  

FY 2002

IRS will close 475 Coordinated Industry cases, no change from FY 2001. This target reflects a continued emphasis on large corporate taxpayers. Coordinated Industry cases are the largest, most complex cases handled by the IRS.  These examinations assure a compliance presence, so all taxpayers are aware of IRS commitment to addressing noncompliance and insuring taxpayers pay the correct amount of tax.

Measure:  C-22 Number of Returns Closed (Coordinated Industry) 
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The IRS will increase the Number of Coordinated Industry Returns Closed to 3,831 in FY2001 and will decrease the number to 3,356 in FY2002.

FY 2001

IRS will close 3,831 Coordinated Industry returns, a 24% increase over FY 2000. The number of returns closed relates to the number of Coordinated Industry cases examined in that a case may consist of an infinite number of returns.  A return can be closed while the corresponding case remains open.  The number of returns is projected based on historical patterns witnessed in the last three years.  Coordinated Industry returns are the largest, most complex returns handled by the IRS.  These examinations assure a compliance presence, so all taxpayers are aware of IRS’s commitment to addressing noncompliance and insuring taxpayers pay the correct amount of tax.  Included in these return closings are related income, excise, employment and various other tax returns.

FY 2002

IRS will close 3,356 Coordinated Industry returns, a 12% decrease. Coordinated Industry returns are the largest, most complex returns handled by the IRS.  This target reflects consideration of employee and customer service goals, and redirection of resources to pre-filing activities in an effort to cooperatively resolve issues in the return filing versus post-filing process.  IRS will continue the development of a risk identification model and resource alignment methodology by expanding it to consider specialized support resources such as financial product specialists and engineers.  Included in these return closings are related income, excise, employment and various other tax returns.  

Measure:  C-23 Employee Plans and Exempt Organizations Customer Satisfaction 
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The IRS will increase Employee Plan and Exempt Organization Examination Customer Satisfaction from 5.7 (on a 7-point scale) in FY2001 to 5.8 in FY2002.

FY 2001

Customer satisfaction with the IRS employee plan or exempt organization examinations will remain the same at 5.7.  Although most customers express high satisfaction with their examination experience, IRS is striving to improve its level of customer satisfaction.  Initiatives to improve examination performance will also promote greater customer satisfaction.  Training will be conducted to help agents better explain the examination process, adjustments and appeal rights.

FY 2002

Customer satisfaction with the IRS employee plan or exempt organization examinations will increase slightly to 5.8.  Ongoing initiatives to address examination performance will begin to increase customer satisfaction scores.  Training to refine and improve agents’ explanations of all aspects of the examination process will also continue.  Specialized training will be provided in connection with compliance initiatives, and data gathered through the examination process will facilitate customer outreach and educational efforts to promote higher levels of tax compliance and less burdensome examinations.

Measure: C-24 EP/EO Examination Cases Closed
[image: image55.wmf]Criminal Investigations Initiated

3,368

3,320

3,372

3,280

3,300

3,320

3,340

3,360

3,380

FY2000

ACTUAL

FY2001

FY2002


The IRS will increase Total Employee Plan and Exempt Organization Examination Cases Closed to 19,300 in FY2001, but the number will decrease to 11,000 in FY2002.

FY2001

The number of employee plan and exempt organization examinations closed will increase slightly to 19,300.  This reflects some additional hiring in this area and a refocusing of resources to achieve a better balance between large-case examinations and other segments of the customer base.

FY2002

IRS will close 11,000 Employee Plans and Exempt Organization examinations. The reduced level of examination cases closed reflects the diversion of resources to the processing of employee plan determinations that are increasing significantly due to tax law changes.  The resources remaining to conduct examinations will focus on plans that cover the greatest number of participants and that represent the greatest risk.  Additionally, to better focus examination resources in the long term, IRS is conducting a strategic analysis to profile exempt organizations to identify those segments where noncompliance is most likely.

Measure:  C-25 EP/EO Examination Quality 
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The IRS developed a baseline of 83 for Employee Plan and Exempt Organization Examination Quality in FY2001 and quality measurement standards of 85 in FY2002. 

FY2001

A baseline for examination quality was established to be 83 percent based on a quality review of FY2000 case closures.  FY2000 quality reports were analyzed, appropriate targets set, and an action plan was developed based on those targets.  Employees will be trained on the updated quality standards.  A program to enhance the examination of complex employee plans will be piloted and will provide an opportunity for development and testing of case quality standards for large entities.

FY2002

Quality measurement standards will be 85 percent, 2 percentage points higher than the prior-year baseline.  IRS examination procedures will be revised as indicated by the quality measurement findings, and quality case standards for large entities will be implemented.

Measure:  C-26 Innocent Spouse Modules Closed
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The IRS will increase Innocent Spouse Modules Closed to 57,659 in FY2001 and 62,133 in FY2002.

FY 2001

The number of innocent spouse modules that will be closed will increase by 3.5% to 57,659.  To achieve this target and improve the quality of service provided to requesting spouses IRS will consolidate management of the Innocent Spouse program; limit the number of cases transferred to Compliance personnel to only those cases requiring face to face contact; and deliver a training module on marital abuse.  IRS will implement the Integrated Case Processing (ICP) system module to direct examiners through a series of questions leading to the decision and automatically creating a documented case file.  IRS will improve the Innocent Spouse Case Tracking system through enhanced networking capabilities of ICP and expand efforts to educate and inform taxpayers of their rights under the innocent spouse provisions.  

FY 2002

The number of innocent spouse modules that will be closed will increase by 7.8% to 62,133.  IRS will continue actions to improve quality and timeliness of innocent spouse claim processing.  IRS will continue deployment of the ICP system to deliver examiners the ability to access and update taxpayer data through a single terminal and access path.  IRS will implement the revised innocent spouse claim form and publication (Form 8857) to improve completeness and accuracy of claims filed, and expand innocent spouse case processing by Taxpayer Resolution Representatives (TRRs).   This will further decrease the reliance on compliance personnel for innocent spouse case processing.

Measure: C-27 Appeals Cases Closed
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The IRS will increase Total Appeals Disposals to 73,013 in FY2001 and will slightly decrease the number to 72,842 in FY2002.

FY 2001

The number of appeals cases closed will increase by 33%, to 73,013. IRS will accomplish this by improving resource allocations, case development practices, work processes, management practices, communications, and technology.  In addition, a comprehensive training program to train Appeals personnel in collection processes and procedures will help reduce inventories that increased as a result of the new administrative appeal for Collection Due Process (CDP) cases.  The enhancement to the Appeals’ Centralized Database System will enable IRS to receive and issue case information electronically, reducing cycle time and saving money.  The Mutually Accelerated Appeals Process will reduce the time it takes to resolve large cases.  IRS plans to add teams, add members to existing teams, or shift workload of team members to accommodate an accelerated pace that will improve efficiency and increase customer satisfaction. 

FY 2002

The number of appeals cases closed is targeted to be 72,842.  This represents a retention of the substantial increase expected in FY 2001 when Appeals Officers were trained in collection processes and procedures.  The enhancement to the Appeals’ Centralized Database System will enable IRS to receive and issue case information electronically, reducing cycle time and saving money.  The Mutually Accelerated Appeals Process will reduce the time it takes to resolve these large cases in Appeals.
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Measure:  C-28 Criminal Investigations Initiated
The IRS will increase the number of Criminal Investigations Initiated from 3,320 in FY2001 to 3,368 in FY2002.

FY 2001

The number of Criminal Investigation cases initiated will be 3,320.  The small decrease will occur as IRS completes the reconfiguration of Criminal Investigation field offices.  Criminal Investigation will implement new policies and procedures that will enable management to more effectively interact with special agents.  

FY 2002

The number of Criminal Investigation cases initiated is targeted to increase slightly to 3,368.  Results from the establishment of the Lead Development Centers (LDC) and Fraud Detection Centers (FDC) will begin to increase the number of cases initiated.  Additionally, increased referrals of cases are expected from the four operating divisions.  Procedures put in place, as part of the organizational redesign will be evaluated for efficiency and effectiveness.  Changes will be made as necessary to maximize benefits from the redesign.

Measure:  C-29 Tax Court Cases
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The IRS will decrease the number of Tax Court Cases to 12,000 in FY2001 and 11,000 in FY2002.

FY 2001 

The number of Tax Court cases received is expected to decline by about 12% to 12,000.  This workload is directly related to the volume of IRS deficiency cases that are generated by IRS Operating Divisions. This decline does not translate directly to a corresponding decrease in the resources required for this activity.  Increasingly complex litigation and larger-dollar cases that require a disproportionate allocation of counsel resources moderate any decline.  New Tax Court jurisdiction over additional forms of litigation, such as Collection Due Process cases, likely will result in some workload increases that will have a moderating effect on the rate of overall decline in caseload.  Other new IRS compliance initiatives (e.g., corporate tax shelters and abusive trusts) will have an as-yet undetermined effect on workload, but likely will result in increases in workload and case complexity. 

FY 2002

The number of Tax Court cases received is expected to decline by about 8% to 11,000. The decline in receipts is offset by the complexity of existing cases that can take more than a year to resolve.  It is important to consider the entire case counsel workload that consists of beginning inventory plus receipts.  Any decreases in resources from Tax Court in FY 2002 will again be redirected to meet the increasing demand from the IRS Operating Divisions for legal support in the areas of Pre-Filing programs.

[image: image61.wmf]EP/EO Examination Quality

85.00

83.00

83.00

82.00

83.00

84.00

85.00

86.00

FY2000

ACTUAL

FY2001

FY2002

Measure:  C-30 Taxpayer Advocate Service (TAS) Closed Cases 

The IRS will increase Taxpayer Advocate Service (TAS) Closed Cases to 244,941 in FY2001 and 252,289 in FY2002.

FY 2001

The number of cases closed will increase by 3% to 244,941.  Training will focus on the specific needs of the local taxpayer advocate caseworkers and will assist in increasing productivity.  A newly revised Internal Revenue Manual, which deals extensively with case processing procedures, will help caseworkers complete their cases, thus increasing customer satisfaction and improving business results.  IRS is conducting a workload study to determine whether inventory should be shifted between offices to speed up closures.  IRS has begun surveying customers whose cases were recently closed to determine their level of satisfaction with the service provided.  A knowledge management portal will be installed on all caseworker computers to provide comprehensive research capabilities concerning the technical, procedural, and legal information needed to achieve a high level of customer service.

FY 2002

The number of cases closed will increase by 3% to 252,289.  The new Integrated Case Processing (ICP) NT System will provide TAS caseworkers with an interface with other IRS databases.  Caseworkers will be able to secure all the internal source information they need at the same time.  This increased efficiency should increase the number of closures and increase customer and employee satisfaction.  The planned redesign of the Taxpayer Advocate Management Information System (TAMIS) will facilitate inventory control and case data collection and analysis to assist in identifying “best practice” procedures.  TAS will continue to survey taxpayers and use this information to identify areas of improvement.

Measure:  C-31 TAS Casework Quality Index 
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The IRS will increase the Taxpayer Advocate Service (TAS) Casework Quality Index to 68.3% in FY2001 and to 69.7% in FY2002
.

FY 2001 

TAS casework quality is expected to increase by three percentage points to 68.3%.  TAS will conduct a special review with the centralized quality reviewers to ensure consistent application of TAS’ eight quality standards.  TAS will continue to train employees on casework policies and procedures and will publicize standards’ application questions on its web page.  This will allow employees access to more casework information, aside from the Internal Revenue Manual, to work cases consistently and according to TAS procedures.  TAS will analyze the results from monthly quality reviews to determine areas needing improvement, identify training needs, and publish an annual report describing the results and the steps taken to improve TAS quality.

FY 2002 

Casework quality is expected to increase to 69.7%.  TAS will convene a task force to review the customer satisfaction survey results and compare taxpayer experiences with TAS against the quality standards.  Standards will be revised and incorporated as appropriate.  TAS will continue its annual special review with the centralized review sites to ensure consistent application of TAS' quality standards. TAS will analyze the results from monthly quality reviews to determine if changes in procedures and training improved casework quality.  TAS will continue to identify other areas needing improvement, continue training, and publish an annual report describing the results and the steps taken to improve TAS quality.

Measure:  C-32 Total Enforcement Revenue Collected 
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Total Enforcement Revenue3 will increase to $34 billion in FY2001 and $34.9 billion in FY2002.

FY 2001

Enforcement Revenue is projected to increase slightly to $34 billion.  This level is based on the expectation of somewhat greater yields from the appeals and collection notice revenue streams, which are not as dependent on staffing as other enforcement areas.  

FY 2002

Enforcement Revenue is projected to increase by 2.6% to $34.9 billion.  This increase is based on the return of staff to revenue producing activities that had been detailed to support Customer Service and Innocent Spouse case work.  The return of staff to regular enforcement case work is expected to have greater impact on revenue in future years since most enforcement revenue is received in years after the cases close.  Also, the impact on revenue is expected to be offset by programmatic decisions intended to address areas of non-compliance that may direct staff into case work that takes longer to move through the process and that involves cases with somewhat lower yield rates.

Measure:  C-33 Agency Wide Employee Satisfaction
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The IRS will increase Agency Wide Employee Satisfaction to 60% in FY2001 and 62% in FY2002.

FY 2001

As part of its internal management, the IRS conducts an annual survey of its employees.  The survey results are used to determine the needs of employees IRS-wide.  IRS modernization efforts are designed to streamline work processes and enhance employees’ abilities to provide more effective customer service.  Executives and managers throughout the IRS have included, in their performance management plans, commitments to take specific actions for increasing employee satisfaction within their organizations. Employee satisfaction is expected to increase to 60%.

FY 2002

Employee satisfaction is expected to increase to 62%. Data from the survey conducted in FY 2001 and the Corporate Climate Survey will be used to determine employee needs.  Maturation of the Business Performance Reviews and the IRS Performance Management System will ensure follow through on actions taken to increase employee satisfaction. Executives and managers include in their performance management plans commitments specific actions they will take to address significant trends or issues that impact productivity and/or quality of the work environment.  Employees will continue to experience the benefits of the IRS modernization. 

Research and Statistics of Income

Objective:   Perform strategic and tactical research to anticipate and identify compliance and tax administration problems. – The IRS will collect and tabulate data with respect to individuals, corporations, partnerships, sole proprietorships, estates, nonprofit organizations and trusts.

Discussion

FY 2001

The IRS research community has initiated a variety of activities aimed at supporting improved customer service and program delivery by the business units. The most significant of these activities includes access to electronic tax law and other legal research tools to allow employees to obtain accurate information to do their jobs; partnering with academic consultants to broaden the scope and use of external data in identifying compliance risks; and implementing an enterprise-wide risk management process.  Also in conjunction with external stakeholders the IRS continued to refine planning, analysis and design of the National Customer Research Study.  IRS continue to conduct studies to gather data on various customer groups including individuals, corporations, partnerships, sole proprietors, estates, nonprofit organizations and trust to use in improving it's pre-filing, filing and post-filing services.

FY 2002

IRS research community will continue to conduct studies and develop models and methodologies to support improved tax administration.  Significant activities planned include studies of expanded hours for telephone access, installment agreements/offers in compromise, and financial management controls.  The National Customer Research study design will be fully implemented and development of an index to identify high-risk variable and apply weighting factors to help identify the potential for non-compliance will be completed.  The IRS will work with treaty partners to perfect the risk assessment template for top-down evaluation of industries, practices, and business life cycles at risk for non-compliance.  The IRS will redesign and expand portions of the sample currently used for individual study, and will identify and evaluate the impact of compliance activities.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$87,533
$90,473

Direct FTE
908
908

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

Information Services

Objective:   Provide the information systems services required by IRS activities to effectively administer the nation’s tax law. – The IRS is consolidating notice printing and mid-range computers, and developing and managing telecommunication services.  To keep reasonable pace with industry software advances, IRS will replace approximately one-third of its desktop/laptop inventory annually.  In addition, the IRS will perform ongoing maintenance of hardware, software, virus detection, and other standard commercial applications.

Discussion

FY 2001 

This program provides management and support for information systems services, applications, infrastructure, enterprise systems and assets, telecommunications, and desktop services required to effectively administer the nation's tax law.

Through this activity IS is:

· Providing information systems as a shared service for all IRS business units,

· Managing modernization of the tax system, 

· Improving internal financial and administrative systems, 

· Ensuring the security, privacy, and reliability of the Service’s information technology infrastructure, 

· Standardizing and expanding the range of services to taxpayers and IRS employees, and

· Modernizing the telecommunications network during the short term (2001-2002) to provide “bandwidth-on-demand” for increased current traffic and traffic that will be needed to meet the demands of the now modernized systems.

Information Systems will establish and refine organizational structures, policies, processes, and procedures that support a customer-centered focus.  Commitments to the business units are carefully monitored to ensure more effective resource management.  This program oversees the redesign of business processes and implementation of new technologies to improve customer service and tax administration. 

Starting in FY 2002  

· Service management functions will be created to provide service delivery accountability and cost effectiveness.

· The Applications Support Program will implement a shared service approach to software management. 

· Technical resources will be consolidated and baselined to manage cost-effective services end-to-end.

· Performance measures will be implemented to baseline levels of service and performance will be monitored to determine where improvements need to be made. 

· Resources will be re-allocated to support modernization programs while maintaining current systems.

· Staff required to support on-going operations will be reduced by focusing on measures that will increase efficiency such as process improvements in the areas of software design, development, deployment, integration, testing, project planning, tracking, and management.

· Standardization and centralization of the IT operating environment will be supported including Tier 2 consolidation in order to free staff to focus on modernization and business improvement projects.

· Reducing redundant bandwidth will optimize Telecomm and information infrastructure - so long as it doesn’t result in a single point of failure for disaster purposes.

· An effective and efficient personal computing environment will be achieved by standardizing computer software and the hardware on which it runs, and replacing one-third of this hardware and software each year, resulting in completely “refreshed” inventory every three years.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$1,508,921
$1,523,389

Direct FTE
7,578
7,578

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

Information Systems Improvement Projects

Objective:   Develop and implement systems projects that respond to the specific requirements of one or more of the taxpayer groups served by IRS Operating Divisions. – The IRS will improve its financial and administrative systems, ensure the security, privacy and reliability of the its Information Technology (IT) infrastructure, and standardize and expand the range of services to taxpayers and Service employees.

Discussion

FY 2001

This activity outlines the design and implementation of Tier B application development projects.  These projects are owned by a single business unit and will be completed within one or two years.  These differ from Tier A projects in scope and implementation timeframes.  A few of the benefits gained from near-term improvement projects include secure access to centralized issue and knowledge management systems, improved case processing and collection systems, and direct deposit of refunds to IRS accounts. 

Tier B projects will decrease taxpayer burden and move IRS closer to achieving the mandated goal of receiving 80% of the nation's tax returns electronically.  Significant progress has been made to make more income tax forms and schedules available electronically, and work has begun to support electronic filing of business forms and schedules.  Tier B projects are redesigning notices to make them more understandable to taxpayers, and enhancing the notice system to facilitate the prompt resolution of problems.  Additionally, employees will be able to access and update any taxpayer account through a single user interface from anywhere in the country.  Case management capabilities will be expanded and enhanced.  Electronic tax law assistance programs will be enhanced, and the determination system will be redesigned to improve efficiency and effectiveness of responses to employee plans and exempt organization taxpayers.  Finally, the IRS will improve workload and resource distribution at IRS walk-in sites.

FY 2002

Development of IRS improvement projects, which began in FY 2001, will continue.  Also, some new initiatives will begin in FY 2002.  IRS will convert existing collection systems to electronic case processing, providing revenue officers with secure dial-in access to current account information when working with taxpayers in the field. Systems will be redesigned and consolidated to support Taxpayer Advocacy's services and casework.  Computer equipment and software will be available at 7,700 Volunteer Income Tax Assistance sites and 10,562 Tax Counseling for the Elderly sites to facilitate electronic filing.  Examination databases will be consolidated to provide management with a better tool to identify examination inventory and workload needs.  

A complete list of improvement projects approved, funded, planned and under development is included in 

Appendix B.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$39,860
$39,860

Direct FTE
0
0

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

Business Systems Modernization

Objective:   Effectively manage the contract resources that support capital asset acquisition of business systems modernization.  – The IRS will make fundamental improvements in the way it carries out business by taking advantage of all appropriate technology.  The IRS has published and updated a comprehensive technology blueprint to guide it through this multi-year project.
Discussion

FY 2001/FY 2002

The IRS has embarked upon a comprehensive modernization program to produce world-class information systems that meet U.S. taxpayer needs and the Nation’s tax administration goals.  The next five years will be crucial in implementing these new systems.

The U.S. tax administration system collects $2 trillion in revenues annually.  It is critically dependent on a collection of obsolete, fundamentally deficient, computer systems developed over the last 35 years.   They do not and will not allow the IRS to administer the Nation’s tax system and provide essential service to taxpayers at an acceptable level of efficiency, effectiveness, and risk. 

The IRS has laid the groundwork, and is building the infrastructure, to implement a seamless information system to provide real-time, one-stop information to taxpayers and IRS employees.   IRS’s business systems modernization will provide improved: 

· Access to information and tax data through multiple channels (Internet, phone, walk-in, correspondence) for all taxpayers;

· Accuracy of information provided by the IRS to all taxpayers;

· Speed of response to taxpayers; and

· Timeliness of IRS initiated actions

The BSM program, crossing the entire tax administration business spectrum, consists of multiple applications that are dependent upon one another for communications and data exchange.  The IRS BSM program relies heavily on the simultaneous development of multiple codependent business applications, which must be released in stages across operational divisions.  This synchronicity is crucial to rollout and operation of the entire system.  Inability to fund one smaller application or activity can severely impact the operational capability of larger systems.

To build the foundation upon which all modernized systems will operate the Service is deploying a robust, secure, scaleable, infrastructure using a just-in-time approach.  This infrastructure will be put in place just prior to the deployment of the application, or applications, that will utilize it to maximize the use of resources.  In such a “just-in-time” process the business applications are developed concurrently and released in stages across operating divisions to maximize early recognition of business benefits.  These key applications, or business services, are inextricably linked and dependent upon one another to achieve an enterprise-wide solution. 

To achieve BSM’s stated goals to improve the speed, timeliness, and accuracy of IRS’s interactions with taxpayers, considerable work has been accomplished through the Tax Administration Vision and Strategy (TAVS) process in identifying the business systems and processes that will most quickly provide benefits to customers.  This future business practices vision, developed through TAVS, is required to combine wide-ranging, innovative thinking with a sound grasp of practical reality.  This approach has been facilitated by the Operating Model concept, a delivery mechanism by which a set of capabilities is bundled to meet the differing needs of customer segments at different stages in the taxpayer lifecycle. 

Operating Models (OM) are the service delivery mechanisms that represent the full range of capabilities, i.e. the business processes, rules, data, systems technology, and people used to deliver services.  The new business systems and business practices identified in the OMs will be deployed by a series of manageably sized projects, each of which has to meet important and specific needs of customer segments within a reasonable time frame.  Although the primary focus of a project may be to service a particular Operating Model, the end-result is will take advantage of shared needs across segments to deliver benefits to a broader customer base.  Such an approach will consist of business systems and processes that are inextricably linked and codependent upon one another in order to achieve efficiencies in resource use and service delivery.

Business Systems Modernization program administration is the responsibility of the Program Management Office.  This office coordinates, tracks, and integrates all program-wide costs, schedules, releases, issues, and risks.  It provides financial management, which enables accurate proposal pricing and program, cost analysis; complete contract administration for the CSC PRIME Alliance Contract and associated Task Orders; and program-level planning and coordination for the delivery of Business Systems Modernization Releases.   It also ensures the quality of a release by providing guidance for integration and deployment activities for each project as it moves from the development environment to the business environment, and program and project coordination of risks and issues. 

Tax Administration Projects 

Customer Account Data Engine (CADE) delivers the capture, storing and processing (account settlement, issue detection, and tax computation) of TeleFile 1040EZ and refund returns.  CADE Release 2 will deliver the capture, storing and processing of single, joint, head of household, and married 1040 electronic family and full paid or refund returns.  CADE Release 3 will add balance due and all of the electronic and paper filer returns.  

Customer Communications FY 2002 replaces Teletax with modernized Virtual Response Unit platforms and applications.  It develops modernized automated self-service application to support refund queries through modernized messaging and security services and adds systems monitoring and management of telephone hardware and supporting services. It also adds intelligent call routing of toll-free lines.  

E-services FY 2002 establishes self-service external business applications such as: online application for third party status, authentication and authorization, access to education and communication resources available on the IRS Intranet and Intranet sites, exchange of secure communications, electronic POA/TIA application, electronic TIN matching application, and electronic transcript delivery request.

Enterprise Infrastructure Projects 

Security & Technology Infrastructure Release (STIR) deploys the common integrated technical infrastructure to support and enable the delivery of modernized business systems.  

Enterprise Integration and Testing Environment (EITE) provides the environment and tools for integration and testing of new business applications.  

Virtual Development Environment (VDE) provides standardized tools and information services to developers nationwide.  It is a repository for source code, libraries, documentation, application program interface definitions, references, and help information, as well as a central configuration management repository for version control of code in development.  

Solutions Demonstration Laboratory (SDL) creates an environment within the IRS and PRIME that permits the rapid installation and configuration of proposed or potential systems solutions, a usability environment to evaluate products and their human interfaces, and an environment for testing and benchmarking of new business processes that compliment new technology.  

Telecommunications Enterprise Strategic Project (TESP) provides level of effort engineering support to provide integrated product teams with telecommunication requirements.  TESP delivers development of transformation plans to allow the IRS to buy telecommunications services rather than building its own infrastructure.

Internal Management Projects 

Customer Account Management (CAM) fully implements the modernized business systems that will replace the stovepipe systems in customer service, compliance, and examination functions.  In FY 2002, CAM will implement the core customer relationship management capabilities and outbound communications management for practitioners and examiners.  CAM will automate updates to the Information Returns Database and roll out of basic self-assistance functionality to provide account view capability.   

Filing and Payment Compliance will implement core collection capabilities and enhance self-correction.   The Core Financial System (CFS) project will implement the Integrated Financial System (IFS) in the FY 2002 release and provide a single general ledger; accounts payable; accounts receivable; budget execution; and financial management.   

Reporting Compliance will implement basic report generation and tax computation across all operating divisions.  It will automate existing service center examination support activities and deliver decision analytic tools; risk-based models for accurate and efficient case selection, and case management core technologies.  

Taxpayer Education will deliver education content catalogs, tools for partnership evaluation, customer feedback surveys and collaboration tools.    

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$71,593
$396,593

Direct FTE
0
0

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

Earned Income Tax Credit Program

Objective:   Expand customer service and enforcement activities to reduce erroneous filings associated with the Earned Income Tax Credit. –  The IRS is focusing on outreach and education of tax preparers, compliance visits by agents, assessing penalties, and criminal investigations of EITC fraudulent claims.

Discussion

FY 2001

This activity provides for expanded customer service and public outreach programs, strengthened enforcement activities, and enhanced research efforts to reduce overclaims and erroneous filing associated with the Earned Income Tax Credit.  The IRS is significantly expanding customer service efforts with dedicated toll-free telephone assistance, increased community-based tax preparation sites and coordinated marketing and educational efforts to assist low-income taxpayers in determining their eligibility.  Increased examination coverage prior to issuance of refunds reduces overpayments and encourages compliance in subsequent filing periods.  Public Outreach Programs, like the Service’s partnership with the City of Chicago, are reducing overclaims and erroneous filings associated with the Earned Income Tax Credit.  Enhanced research activities and projects focus on claimant characteristics and are designed to improve education and outreach products, and measure the effects of Service-wide programs on compliance levels.

FY 2002

An increased compliance emphasis will continue to impact the number of credit returns audited and taxpayer and preparer compliance. These efforts will assist taxpayers and tax preparers in determining eligibility for the Earned Income Tax Credit and ensure accurately filed claims. Since the inception of the Service's EITC Initiative, taxpayer education has played a vital role in seeking to curb erroneous EITC claims through extensive community education and outreach activities. Each territory office will have a person responsible for EITC outreach. All around the country, each office will conduct local campaigns that serve individuals for whom English is a second language, low-income taxpayers, and organizations/advocacy groups of EITC eligible taxpayers. Additional volunteer sites will be established throughout communities to assist EITC eligible taxpayers with return preparation.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$144,681
$146,000

Direct FTE
2,236
2,236

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

Shared Services Support

Objective:   Effectively provide the logistical services required by IRS activities to administer the nation’s tax laws.  – The IRS is redesigning and planning to replace service centers to improve customer access and ensure effective stewardship and property assets.

Discussion

FY 2001

This shared services program provides for the internal management of the human, logistical, contractual and labor/management resource support to fulfill the IRS's mission and strategic goals.  A Facilities Master Plan will be created and initiated to address the new organizational unit needs, technological capacities of buildings, workload volumes, and optimal housing configurations that will improve the quality of the work environment.  Service Center furniture replacements will be implemented in four Service Centers.  Field Assistance Sites will be redesigned to incorporate a newly developed Customer Service Walk-in Site Conceptual Design that provides consistency and demonstrates a new IRS image.  Five new pilot sites will be opened across the country that will incorporate the new design concepts.  Support activities will be reengineered to provide uniform and efficient delivery of all products and services.  This will aid in the management of the hiring process, employee relations, labor relations and other human resource services.  Inventory tracking systems will be implemented to improve facilities and equal employment opportunity program management, as well as, enhance the quality of customer communications.  Automation activities will be provided that will allow more web-based interactions and enhance customer acquisition and support activities for the administration of the Business Systems Modernization Office PRIME contract.     

FY 2002

Efforts initiated in FY 2001 will continue.  Specifically, the Facilities Master Plan will be moving into its long-term phase that will focus on solving critical space issues resulting from operational program shifts identified in FY 2001.  Service Center furniture replacements will continue in three Service Centers and efforts to relocate, expand or renovate existing field assistance sites will be increased.  Reengineering activities for services identified in FY 2001 that have not yet been completed will continue.  Additionally, personnel security investigation activities will be stepped up in support of initiatives identified in FY 2001.  Support of the PRIME contract will continue to be a primary focus.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$1,010,359
$1,018,244

Direct FTE
4,626
4,626

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.

General Management and Administration
Objective:   Provide effective leadership and direction in the administration of the nation’s tax laws.  – The IRS redesigned its organization and business practices to reflect its customer's needs.  The IRS is enabling managers to be accountable with the requisite knowledge, responsibility, and authority to take action, and are developing employee skill assessments to identify training needs.
Discussion

FY 2001

This activity relates to policies, goals and direction for the agency as a whole as well as each organizational unit.  It includes management of planning, budgeting, program analysis and administrative support activities.  IRS will implement its first major hiring initiative in several years.  The IRS will expand its efforts to recruit and retain a high quality workforce to improve compliance and customer service. Compensation and incentive polices will be developed to recruit for specialized employees and the Strategic Workforce Renewal Plan will focus on a college recruiting campaign, new recruiting incentives and radically streamlined appointment procedures.  The Commissioner and Senior Management Team will implement a comprehensive strategic management and program planning process. This process will facilitate the development of strategies, operational priorities and improvement projects that support the IRS mission.  Top management teams will begin the dual task of managing current operations while modernizing business practices and technology to achieve the new mission, strategic goals and balanced performance measures. The IRS will continue to build linkages among the organizational units within the IRS and with external stakeholders.    

FY 2002

IRS will continue to implement programs to align compensation with performance and provide opportunities to acquire skills needed in new IRS occupations.  IRS will continue to develop policies and procedures to ensure that training is developed and delivered efficiently using technology-based education and performance support. Results from the first customer service surveys will be analyzed and plans developed to improve results.  Employee surveys will also be analyzed and plans developed to improve employee satisfaction.  Strategic goals that balance customer satisfaction, employee satisfaction and business results will be utilized when setting organizational objectives, establishing goals, assessing progress and results, evaluating individual performance and planning for future needs.  The IRS will implement a public information campaign to assist taxpayers in meeting their tax obligations, using both print and electronic public service advertising.   The IRS will continue strategic relationship management of key internal and external customers and educate congressional committees and members of Congress about the programs and initiatives of the IRS, including progress on systems modernization.  The IRS will continue to be responsive to GAO, TIGTA, and Congress and demonstrate to Congress that the IRS is working to improve its operations. The IRS will have a greatly enhanced e-FOIA (electronic Freedom of Information ACT) capability, permitting expanded service to the public.

Resource Summary

FY 2001
FY 2002

Budget Authority ($000s)
$683,374
$642,626

Direct FTE
3,800
3,800

These resources contribute to meeting the targets for measures reported in the Pre-Filing Taxpayer Assistance and Education; Filing and Account Services; and Compliance Services program activities.
III. Special Analysis

Validation and Verification Methodology
The Balanced Measurement System provides a means for collecting and reporting data about the levels of customer satisfaction, employee satisfaction and business results for the organization. It is critical that this information be accurate and reliable because it is used across the organization and by stakeholders and oversight bodies to make informed business decisions on the future direction and course of the IRS. 

The IRS follows departmental guidance in the preparation of templates about the verification and validation of data and definitions for performance measures and other terms.  Consistent with this guidance, measures for which a process or system is in place to verify and validate the data collected are denoted as “reasonably accurate.”  Measures for which there is not a system in place to verify and validate the data collected are denoted as “questionable or unknown accuracy” and a statement is included about the steps being taken to address the accuracy issue in these cases.  

Internal Revenue Manual policy on the IRS Balanced Measurement System (IRM 105.4) also requires the completion of detailed templates for performance measures.  The templates facilitate a common understanding across the organization of a measurement’s definition, formula, reliability, reporting frequency, and other criteria.  The verification and validation of data quality for each measure is the primary responsibility of the respective Business owners.  For example, in compiling measurement results for the Annual Program Performance Report, the Business owners provide a Performance Indicator Worksheet that is completed as part of the process and which calls for identification of any limitations to the data provided.  These detailed templates for IRS performance measures are available on the IRS website at http://www.irs.gov/hot/datadict.doc 

Cross-Cutting Coordination and Partnering Efforts
The IRS has formed numerous strategic partnerships with other Federal agencies, state and local governments, and private sector organizations in an effort to realize the IRS Mission, Goals, and Objectives.  The cross-cutting coordination efforts outlined below are geared to improve customer service, manage compliance risks, and make tax administration more efficient.  IRS has strengthened its partnerships with State and Local Government organizations in an effort to improve Pre-Filing, Filing, and Compliance services.  Release of Federal tax returns and/or tax information will only be made in compliance with the requirements of Title 26, the Internal Revenue Code of 1986.  The specific section on confidentiality is Title 26, §6103.

The matrix below underscores the IRS partnering efforts and provides a roadmap to how IRS will coordinate its partnerships in this next fiscal year.  Three sections across the top of the matrix indicate the three main programs at IRS where partnerships enhance program outcomes.  IRS partnering activities, summarized by the far-left column, link the Service’s external organization partnerships with the three main IRS programs.
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The following discussion captures the high-level detail of the Cross-Cutting Coordination Efforts and Partnership outlined in the matrix above and spells out how working with other federal, state, and local organizations will help the IRS succeed.

State and Local Government Partnerships

The IRS partners with state and local law enforcement and revenue organizations to accomplish the operational priorities of the Pre-Filing Taxpayer Education and Assistance program.  The Service is partnering with the states of Illinois, Maryland, Pennsylvania, and Washington to develop a World Wide Web based application that would allow small businesses in these states secured access to apply for and receive Employee Identification Numbers on-line.  Additional cooperative efforts are underway with state governments such as an effort to streamline the Employer Identification Number assignment process so that new businesses only have to obtain one number for Federal, State, and Local Government tax purposes.  The IRS has also partnered with the states of California, Georgia, Iowa, Louisiana, Minnesota, Montana, Nevada, and Texas to study how Federal and State employment tax and wage reporting laws could become more uniform, thus simplifying reporting for small businesses.   

The Service also engages in cooperative efforts with the State Vital Statistics offices and with Commercial Off-The-Shelf tax return preparation developers to maintain consistency in software programming with the updated Earned Income Credit tax law requirements.  The Volunteer Tax Assistance and Tax Counseling for the Elderly Program often works in tandem with state and federal agencies to provide tax assistance to low income, elderly, and non-English speaking taxpayers.  In some states, equipment and space is provided by the state functions for these sites and in other states, training is provided by the IRS entities for the volunteers.

Criminal Investigation
The Webster Report recommended that the Service develop a coordinated Compliance Strategy for criminal investigation activities.  IRS began this process by developing an Interim Compliance Strategy, which was implemented in FY 2000.  The strategy redefines workload into the three distinct categories of Legal Source Tax Crimes, Illegal Source Financial Crimes and Narcotics Related Financial Crimes.  The document also specifies guidelines for workload selection in each of these three categories and provides the field with direction in how to identify high level cases that meet the criteria.  External stakeholders, such as the Department of Treasury, Department of Justice Tax Division and the executive Office of the Organized Crime and Drug Enforcement Task Force, were consulted during the development of the compliance strategy.

IRS supports the National Money Laundering Strategy, and is deeply involved in implementing all aspects of it.  The Strategy sets forth a series of action items designed to accomplish four fundamental goals in the fight against money laundering.  One key action item that the strategy calls for is the designation of High-Risk Money Laundering and Related Financial Crime Areas.  The designation of this types of crime is intended to concentrate law enforcement efforts at the federal, state, and local level on combating money laundering in high-intensity money laundering zones, whether based on drug trafficking or other crimes.

Database Sharing

The Social Security Administration provides enhancements to their Social Security number database, which interfaces with the Service’s databases to validate Taxpayer Identification Numbers.  IRS continues to coordinate with Health and Human Services to obtain data that can be used as a filter for the purpose of administering those sections of the Internal Revenue Code of 1986 that grant tax benefits to individuals supporting a child and/or providing a residence for a child.

The Electronic Tax Administration office is working with the Prime contractor on development of a Transcript Delivery System. The system will be deployed in 2002 and will provide return and account transcripts, W-2s and Verifications of Non-Filing.  Other Federal agencies have contacted the IRS seeking an electronic means to verify income for disaster relief programs and federally backed loan, grant or subsidy guarantees.  The IRS is currently working with the Department of Education to determine their need for income verification for student financial assistance.  The Federal Emergency Management Agency and the Small Business Administration for disaster relief programs have contacted IRS.  The Department of Agriculture, Department of Veterans Affairs, and the Department of Housing and Urban Development have expressed an interest in this system as well.  The Department of Education and State Agencies are some of the customer segments included in the 2002 release.

IRS has interaction with the United States Postal Service on a National Change of Address program to update master file addresses with taxpayer address information listed with the Postal Service.  IRS is receiving weekly updates to the database from the Postal Service to reduce redundant mail, mail sent to the same taxpayer at different addresses and undeliverable mail.

A provision of the Tax Reform Act of 1997 authorized the collection of tax debts through continuous levies on Federal payments.  As a result, IRS has entered into an interagency agreement with the Financial Management Service that allows IRS to provide information on delinquent taxpayers that receive Federal payments to them.  The agreement also requires IRS to reimburse them a fee for each Federal payment they process for the IRS.  IRS has agreed to pay a preset fee amount in FY 2001 with the understanding that the Treasury Inspector General for Tax Administration will conduct a review of the methodology for setting fees.  Additionally, an effort by the IRS is underway to examine the potential for modifying congressional language to assess the processing fee from the taxpayer.  The result of this program funding issue will impact the FY 2002 agreement between these two agencies.

Document Matching 

The Combined Annual Wage Reporting Program is a joint effort between the IRS and the Social Security Administration to reconcile employer payroll tax data filed with the IRS and wage data reported for Social Security purposes on forms W-3 and W-2.  The result of funding this program through the STABLE Initiative will be a more accurate recordation of employee-employer contributions and enhanced integrity of the Social Security Trust Fund by ensuring that employee earnings are timely and properly posted to Social Security’s database.  The IRS and external stakeholders such as the Department of Justice Tax Division have committed to supporting the Trust Fund Compliance Initiative with legal action when necessary.

Education and Assistance Programs

IRS will be focused on expanding business partnerships with established institutions, including the Small Business Administration and industry/professional organizations to provide specialized education and assistance programs.  IRS has already partnered with the Small Business Administration to create tax products and services that make it easier to access and understand tax information, services, and products.   For example, the Small Business Resource Guide CD-ROM was created and produced by the IRS as a major step to addressing the educational tax needs of the small business community.  The development of the CD-ROM was a collaborative effort among IRS, Small Business Administration, the U.S. Department of Labor, and the Social Security Administration subject matter experts.

Make Filing Easier 

IRS has entered into an Interagency Agreement with the Department of Labor to process Return of Employee Benefit Plan forms (Form 5500) shared by Labor, IRS, and the Pension Benefit Guaranty Corporation.  IRS and Labor share the costs of Form 5500 processing.  The Employee Retirement Income Security Act Filing Acceptance System was created by the agencies working to streamline pension plan reporting and disclosure per a National Performance Review initiative.  The Department of Labor fully funded the development and scale-up costs of enhancing the prototype, and requires a commitment of funding from IRS for each processing year.

IRS has worked cooperatively for many years with the other agencies charged with enforcing the Employee Retirement Income Security Act of 1974 (ERISA).  Employee Plans, DOL and PBGC work together to continuously improve the annual reporting and disclosure requirements of Titles I and II of ERISA, as well as administer compliance programs and develop and issue guidance to the employee benefit community.

The Simplified Tax and Wage Reporting System is a partnership among the Department of Labor, Social Security Administration, IRS, Small Business Administration, Department of Treasury.  IRS seeks to partner with federal government agencies and businesses to simplify the employment tax and wage reporting process.  This effort has three major components designed to provide taxpayers with alternative and less burdensome filing options:  (1) single-point filing, (2) streamlined customer service, and (3) simplified requirements.  The IRS will be working with these agencies to develop a multi-jurisdictional authentication for electronic interaction with Government and to improve electronic filing allowing the disclosure of taxpayer information to non-tax agencies for other than tax-related purposes.

CUSTOMER SERVICE STANDARDS 

This section provides a listing of the IRS’ current set of published customer service standards.  These standards address IRS products and services for its major customer groups, which include Treasury bureaus, OMB, and Congress.  Several of these standards are also presented in the performance table related to theirs appropriate budget activity.  For FY 2000, the bureau met 5 of it 8 customer services standards.

Customer Service Standards








FY 1998
FY 1999
FY 2000

FY 2001
FY 2002 


Performance
Performance
Target
Performance
Final Target
Proposed Target

IRS will increase the number of Individual Returns filed through Electronic Return Originators (EROs)(millions)
17.7
21.2
23.7
25.2
28.9
32.4

IRS will increase the number of Eligible Quarterly Forms (form 941) filed through Telefile (thousands) 

581.9
915.7
962.2
852.1
N/A
N/A

IRS will increase the number of Telefile Returns (m)
5.9
5.7
5.9
4.9
4.9
4.9

IRS will increase the percent of Individual Returns Filed Electronically  
19.8%
23.4%
26.5%
28.0%
32.6%
38.0%

IRS will issue a refund within 21 days once a complete and accurate tax return is filed electronically

Refund Timeliness – e-file %
98.7%
99.6%
99%
100%
98%
98%

IRS will issue a refund within 40 days once a complete and accurate paper tax return is filed

Refund Timeliness – paper %
85.5%
83.2%
85%
90%
Baseline
 
TBD 

IRS will provide a toll-free telephone level of service rate between 85% to 90%
69.7%
53.3%
58.0%
59.1%
63.4%
71.1%

IRS will achieve a Correct Response Rate to Toll-Free Tax Law Calls

(New Measure in FY 2001)
N/A
N/A
N/A
N/A
81.6%
83.2%

MANAGEMENT CHALLENGES AND HIGH RISK AREAS 

Over the last several years the General Accounting Office (GAO) and the Treasury Inspector General for Tax Administration (TIGTA) have issued reports identifying Management Challenges and High-Risk areas within IRS.  The new management structure and technology focus created as part of IRS modernization efforts are designed to address and reduce these High Risks and mitigate their chance of occurring in the future.  The following pages summarize each Management Challenge and High-Risk area along with management actions identified for completion in FY 2001 and beyond.  The background descriptions provided for these management challenges were drawn directly from documents prepared by the TIGTA and GAO.  

This is the last year the Management Challenges and High Risk Areas will be reported as a separate section in the APP.  In the future, reporting on the Management Challenges and High Risk Areas identified by TIGTA and GAO will be incorporated into the program descriptions provided in the IRS Strategy and Program Plans and its Annual Performance Plan.

Management Challenge or High Risk Area: Financial Management
Issue

Although GAO rendered an unqualified opinion on the FY 2000 financial statements for both administrative and custodial accounts, financial management remains a concern.  The current financial systems alone can not produce reliable information necessary to prepare financial statements in accordance with federal accounting standards.  The data produced from the current financial system had to be reconciled with other subsidiary systems to produce reliable financial statements and receive a clean audit opinion.  Further, the current systems do not comply with the requirements of the Federal Financial Management Improvement Act (FFMIA).

In addition, the current financial systems can not provide reliable cost accounting information.  While a balanced measurement system could provide information on the results of programs to improve customer service and increase compliance, the cost of achieving these results must also be known. Without reliable cost accounting information it is difficult to measure the effectiveness of various tax collection and enforcement activities and to judge whether resources are appropriately allocated among competing priorities.  Reliable cost-benefit performance information related to collection and enforcement activities is also necessary to better assist Congress in making informed funding decisions concerning the appropriate levels and uses of resources.

Actions Planned or Underway

A major initiative for fiscal year 2001 will be the development of the Integrated Financial System (IFS). This system will be designed to address material weaknesses in financial reporting and bring the IRS into compliance with the Federal Financial Management Improvement Act (FFMIA).  The IFS will be deployed in two builds.  Build 1 will contain the core financial elements (i.e., General Ledger, A/R, A/P, Cost Accounting, payroll, funds control), and Build 2 will provide for non-core systems (i.e., fixed assets, travel, procurement). The requirements phase of IFS is scheduled to be completed by October 2001, with the procurement of the software targeted for April 2002. Deployment of Build 1 is anticipated to be completed by October 2003 and Build 2 should be completed by April 2005. 

Specific improvements of IFS will be to provide better information to users by:

· Implementing an enterprise-wide system that will integrate the administrative accounting, personnel, property and procurement systems with the custodial collection and reporting systems;

· Providing a JFMIP compliant cost accounting system that provides cost information using commercial off-the-shelf software (subject to fund availability) and current legacy feeder system information;

· Integrating taxpayer account and collection sub-ledgers with the general ledger and budget components of a JFMIP-compliant, SGL-based financial management system at the transaction level.

Management Challenge or High Risk Area: Security of the IRS’ Information Systems  

Issue

Although computer security has measurably improved, computer security control weaknesses continue to place automated systems and taxpayer data at serious risks to both internal and external threats.  As the primary revenue collector for the United States, IRS is a target for both terrorists and hackers.  This threat has increased over the last few years with more interconnectivity of systems.  Until stronger security controls are in place over its information systems, tax-processing operations remain vulnerable to disruption.  Furthermore, the sensitive taxpayer data maintained by IRS is at risk of being disclosed to unauthorized individuals, modified and improperly used, or destroyed, thereby unnecessarily exposing taxpayers to financial crimes such as identity fraud.  

Actions Planned or Underway

The Office of Security and Privacy Oversight (SPO) was established to create corporate solutions for Agency-wide problems. SPO focuses on a continuous program of evaluating and improving IRS’ security and privacy programs and processes and works with management to drive solutions, develop sound security processes, and establish mechanisms that support IRS functional managers in assessing security risks and making decisions regarding those risks.  SPO conducts reviews at IRS facilities to evaluate and test security controls, focusing particular attention upon critical systems. The following actions will continue to reduce the security risks facing the Service.

· The security operations of each service center are being reviewed by conducting problem-solving visits, working with site management to develop corrective actions to adequately mitigate the risks and remove the material weakness status for all 10 centers. (10/01) 

· The adequacy of physical security, logical security, communications security, personnel and administration security, operating practices, software quality assurance activities and business resumption plans will be evaluated. (9/01) 

· Security reviews will be focused to align with IS strategic initiatives and IRS restructuring. (9/01)

· Solutions to mitigate security weaknesses will be identified and implemented.  In addition, support will be provided to IRS offices throughout the process of implementing these solutions and follow-up evaluations will be conducted to verify that identified weaknesses have been mitigated. (9/01)

· Controls over tax receipts and tax returns will be evaluated to identify weaknesses.  Both short-term and long-term solutions to mitigate the risks associated with the handling of receipts and returns will be developed and implemented. (9/01) 

· A security framework will be established to improve and better measure IRS security capabilities. (9/01)

· In conjunction with the Department of Treasury, a Critical Infrastructure Protection Plan will be formally established to ensure the survivability of information systems critical to the financial security of the US. (9/01)

· The state of IRS’ security will be reviewed with the focus on providing solutions to the identified vulnerabilities. (9/02)

· Security certifications of sensitive systems will be completed.  (9/02)

· In conjunction with TIGTA, a fully operational computer incident response center will be developed and implemented. (9/02)

Management Challenge or High Risk Area: Taxpayer Protection and Rights  

Issue

The legislative changes required by the Restructuring and Reform Act of 1998 (RRA 98) continue to have a profound impact.  Most RRA 98 provisions, including massive training programs for thousands of employees, have been modified or implemented.  These reforms will be tested over the next 2 years.  During this time, significant management attention will be required to evaluate the effectiveness of the reforms. 

Actions Planned or Underway

In fiscal year 2001, the implementation status of all RRA 98 provisions will be reviewed and plans will be developed to address and resolve all outstanding issues.  Relationships among the newly modernized components of the IRS will be strengthened to provide the best possible customer service to taxpayers.  Employee briefings will be conducted to help address concerns regarding investigations related to RRA 98, Section 1203 violations.  Further, a new Taxpayer Advocate program was established to identify sources of taxpayer problems and work with IRS operating divisions to address the problems. 

The IRS will continue to act to reduce the number of willful violations of taxpayer rights.  Specifically:

· The quality standard concerning authorized disclosures of taxpayer information will be reinstated and frontline managers will be required to evaluate compliance with this standard during their review of cases. (9/01)

· As part of the aggressive implementation of RRA 98, IRS is requiring quarterly supervisory certification that enforcement statistics have not been improperly used in evaluating employees. (9/02)

· Training programs have been modified and implemented to reinforce the reforms outlined in RRA 98.  Training will continue over the next two years.  (9/02)

· A new Checkbox initiative was implemented to allow taxpayers to designate trough a Third Party Checkbox on any Form 1040 series return an individual preparer to serve as their designee to discuss tax matters and notices with IRS without having to file a separate authorization form. (1/01)
Management Challenge or High Risk Area: Processing Returns & Implementing Tax Law Changes during the Filing Season

Issue

The filing season impacts every American taxpayer and is, therefore, always a highly critical program.  Many programs, activities and resources have to be planned and managed effectively for the filing season to be successful.  Critical programming changes for the filing season must receive priority over other programming requests.  As part of modernization and workload transition efforts, the ten processing centers are undergoing a transition whereby eight centers will process only individual tax returns, while two will process only business returns.  This transition, which has far-reaching effects, will be phased in over a 2-year period beginning in January 2001.  At the same time, partnership returns (Forms 1065) and related Schedules K-1 for partnerships with more than 100 partners will begin being processed electronically.  More than 10 million Schedules K-1 are projected to be filed electronically each year for partnership returns.  

Actions Planned or Underway 

The IRS’ Year 2001 filing season will be impacted by few legislative changes while responding to significant operational changes.  The following actions will enhance the successes of the Year 2001 and future filing seasons.

· Contingency plans for new processes and new legislation that are being implemented were developed. (12/00)

· Programming changes to identify balance due notices that credit for the same tax period in excess collection were implemented. (1/01)

· The notice process was aligned within the appropriate managing organization.  Soft notices informing taxpayers of potential problems using invalid secondary social security numbers and informing taxpayers to correct problem with the Social Security Administration will be sent.  All refunds will be held for contact by the taxpayer validation process. (1/01)
· The 2001 Filing Season will be assessed and needed improvements for Filing Season 2002 will be determined.(6/01)

· A feasibility study and cost/benefit analysis of calling taxpayers for missing tax return information will be completed. (6/01)

· A system check of the dependent date of birth on all returns claiming child tax credit will be performed. (9/01)  
· Transition activities related to reorganization of Service Centers will be completed(9/02) 
· Migration of workloads to dedicated Individual Master File and Business Master File processing sites and movement of printing and mailing of notices to two consolidates sites will be completed and migration of telephone calls by application in the Tax Law Product Line will begin. (9/02)   
Management Challenge or High Risk Area: Customer Service & Tax Compliance Initiatives

Issue

Business processes and technology have been re-engineered to focus on providing world-class service to taxpayers.  Resources allocated to compliance activities decreased and as a result, revenue collected decreased by $5 billion and gross accounts receivable increased by $41 billion.  The staffing decreases for compliance activities plus the compliance staffing assigned to Customer Service activities, particularly during filing season, make it extremely difficult to adequately work cases.  

Actions Planned or Underway
Hiring efforts directed at accomplishing pre-filing assistance goals are scheduled to begin in FY 2001.  As these resources gradually replace the post-filing resources used for filing season support, the number of direct hours available for Compliance activities will continue to expand. The following activities will also allow compliance activities to expand.

· The FY 2000 EITC Return Preparer Strategy, focusing on education and outreach visits was implemented.  This effort includes a component covering tax filing noncompliance and fraudulent activity.  (11/00)

· The Electronic Fraud Detection System (EFDS) will be enhanced to provide for inclusion of selected Business Master File extract-data and integration into the enhanced EFDS system.  This data will permit research, analysis, and evaluation of detection scenarios of business returns.  EFDS will also be enhanced to allow analysis capability of high-probability fraud detection techniques (01/01)

· Training of fraud control techniques will be enhanced and expanded.  Tax examiners’ will receive training for EFDS changes and for the expanded use of fraud detection and scheme development identifiers.  (01/01)

· All pending modifications to computer processes and sub-processes that might impact processing or accounting will be reviewed to ensure they are consistent with the new organizational design.  (02/01)

· A plan will be developed to ensure that computer legacy system processes and sub-processes essential to payment processing, revenue accounting, master file maintenance and related activities successfully transition from current to new organization.  (02/01)
· Data from the Department of Health and Human Services and the Social Security Administration will be used as a filter to administer those sections of the Internal Revenue Code (IRC) of 1986 that grants tax benefits based on support or residence of children.  (01/02)
· All actions identified to reduce incidence of filing fraud will be completed. (12/02)
Management Challenge or High Risk Area: Providing Quality Customer Service Operations

Issue

In an effort to better serve taxpayers, management of the toll-free telephone system was centralized; hours of operation were expanded; significant enforcement resources were committed to answering telephones and a significant investment in new technology was made.  In spite of these efforts, the level of customer demand on toll-free telephone lines during the 1999 filing season could not be satisfactorily managed.  In addition to providing better telephone service, face-to-face service remains an important part of providing quality customer service.  An integral part of customer service missing from management realignment is the taxpayer walk-in sites.

Actions Planned or Underway

The IRS is committed to assisting customers in satisfying their tax responsibilities by providing easier, more convenient access to tax information and assistance and improving the quality of communication for taxpayers through a variety of avenues.  The following actions will enhance the IRS’ ability to provide world-class customer service.

The intelligent call routing system will be enhanced to increase the number of calls handled in an automated environment and to route calls to sites dedicated to specific types of work as well as to employees trained in specific areas of expertise. (9/01)

· Field assistance will be upgraded to offer evening and weekend hours and multi-lingual translation services.  Tax Resolution Representatives will be trained to provide end-to-end service to individual taxpayers.  Also, the number of customer service frontline employees, specialized agent groups and interpretive services will be increased. (9/01)

· New Centralized Quality Reviewers will be added including a Spanish Review group. An “all-Spanish” customer service site will be established in Puerto Rico and alternative language services will be moved to this location. (9/01)

· A Customer Satisfaction Survey will be conducted to gauge the level of satisfaction experienced by taxpayers and practitioners and to identify areas for improvement. (2001 and beyond)

· The availability and accessibility of electronic products and services will be increased by better tailoring and targeting marketing strategies to specific taxpayer needs and expanding IRS e-file options. Twenty-three new tax forms and schedules available in 2001 and the remaining 40 tax forms and schedules will be available in 2002, allowing over 99% of all taxpayers to file their returns electronically.  (9/02)

· Education and outreach programs begin offering products and services tailored to specific taxpayer needs, using more convenient easy-to-use distribution channels, and designing self-help options, such as kiosks and web-based refund inquiries. (9/02)

· A Product and Partnership Development operation will be established to launch and expand partnerships with organizations and groups that are actively involved in tax administration and deal regularly with taxpayers.  This will include partnerships with practitioners; Federal and State agencies; financial and educational institutions; large employers; volunteer and community organizations; and practitioner and software service providers to leverage information communication and distribution channels. (9/02)

· Additional resources will be applied to expand support to train and equip volunteers to assist taxpayers in meeting their annual tax filing requirements through Volunteer Income Tax Assistance/Tax Counseling for the Elderly outreach programs. (9/02)

· Taxpayers will be provided with toll-free telephone access to caseworkers so that they do not incur long-distance phone charges to resolve their tax-related problems (Pilot will begin 3/01; roll-out  2002/2003)

Management Challenge or High Risk Area: Impact of Global Economy on Tax Administration

Issue

The global economy is rapidly growing and generating increasingly sophisticated business transactions.  Acceleration of world trade and e-commerce in the business world exceeds the government’s capacity to administer taxes.  Significant improvements are needed in international compliance programs to focus on non-filing, transfers of assets by U.S. citizens to foreign trusts, foreign tax credit claims, and foreign-source income. Customer service and compliance programs, including pre and post filing, are being developed to meet the tax administration needs of this expanding customer segment.

Actions Planned or Underway

The following actions will enhance IRS’ ability to effectively deal with globalization.

· Partnerships were formed with key internal and external stakeholders to address issues and provide guidance to the customer population.  The Understanding Multinational Project was used for representatives from three partner countries (Australia, United Kingdom and Canada), the US steering committee and technical advisors to discuss joint initiatives and data/issue analysis.  The project provides training courses in technical, investigative and managerial areas in the US and foreign countries in conjunction with international organizations.  (12/00)

· A Border Compliance Meeting was conducted for technical advisors, territory managers, the revenue service representative from Mexico, and members of the Strategy, Research and Program Planning staff to discuss technical issues and establish an industry exchange meeting on the Food and Agricultural Industry Segment related to border issues.  (12/00)

· Qualified Intermediary agreements were executed with foreign banking institutions and QI-EIN numbers will be assigned prior to the January 1st effective date of the new section 1441 withholding tax regulation.  (12/00).

· Three senior analysts devoted full-time to E-Commerce issues will be hired. (02/01)

· Working relationship with Federal Trade Commission and Securities and Exchange Commission will be established to address issue of Internet Identification (03/01)

· The new foreign withholding tax regime will be timely implemented, including ensuring that foreign financial institutions meet requirements for renewal of qualified intermediary (QI) agreements and qualified intermediaries comply with terms of their QI agreements (9/01)

· The Global Index will be developed to identify high-risk variables and to apply weighting factors to help identify the potential for non-compliance.  (9/02)

· A methodology to determine how best to deploy international enforcement resources in support of other key compliance areas such as the coordinated examination program will be established.  (9/02)

· The Automated International Classification System will incorporate lessons learned from risk assessment research. (9/02)

· A confidential survey will be conducted concerning taxpayer preparation of transfer pricing documentation studies pursuant to section IRC 6662(e).  The impact of Section 6662(e) on tax compliance will also be determined and reported to Congress and a management information system to support internal operations will be developed. (9/02)

· The International Quality Measurement System will be used to develop process measures for the international enforcement program. (9/02)

Management Challenge or High Risk Area: Modernization of the Internal Revenue Service – Organizational Restructuring

Issue

The ability to balance the goals of helping taxpayers comply with tax laws and improving overall compliance depends on successful modernization.  This modernization effort encompasses every facet of operations, including the organizational structure.  On October 1, 2000, a new organizational structure was put in effect to better meet taxpayer needs and to provide an improved work environment.  However, the standup of the new organizational units is far from the last step in the modernization process, business practices must also be revamped to better meet taxpayer needs. 

Actions Planned or Underway

The Service’s operations are facing various issues and challenges in transitioning to the new organizational structure.  The following actions and changes to current business practices will allow the IRS to better meet taxpayer needs.

· Delegated authorities will be expanded to improve service to taxpayers and increase ability to fix problems. (9/01)

· The Taxpayer Advocate Management Information System will be redesigned so that it interfaces with other IRS systems, thus eliminating duplicative data entry and improving data analysis abilities. (9/01)

· Requirements for front and back-end Service Center processing, including international returns, will be identified and communicated to the Service Center Transition Team responsible for designing Service Center consolidation. (9/01)

· Short-term process improvements to enhance customer service, employee satisfaction, and business results will be implemented until long-term recommendations from Tax Administration Visioning can be put in place. (9/01)

· Two of the current submission processing sites will be realigned to process only small business and self-employed returns. (9/02)

· Geographic coverage of Citizen Advocacy Panels will be increased with the goal of having panel participation throughout the country within a few years. (9/02)

· Several business systems such as Automated Offer in Compromise, Automated Lien System, Inventory Delivery System and Automated Trust Fund Recovery System will be integrated onto a single platform. (9/02)

· Twelve Lead Development Centers will be established to assist in gathering and analyzing data for criminal investigations. (9/02)

· An Electronics Crime Program will be established and a Forensic Computer Lab will be developed to identify electronic crime trends for use by all IRS functions and other federal law enforcement agencies. (9/02)
Management Challenge or High Risk Area: Revenue Protection – Minimizing Tax Filing Fraud; Noncompliance with EITC

Issue

Noncompliance with Earned Income Tax Credit (EITC) exposes the federal government to billions of dollars of risk.  Subsequent to studies showing billions of dollars of EITC noncompliance, Congress provided additional funding and enforcement tools to improve EITC compliance.  In 1998, a five-year EITC compliance initiative directed at the major sources of EITC noncompliance was initiated.  As a result, the number of EITC-related errors involving social security numbers had been reduced and millions of dollars in erroneous EITC claims have been stopped.  However, there is still an unknown portion of erroneous EITC refunds that are likely attributable to factors other than fraud.  Achieving full participation by eligible taxpayers; ensuring compliance through verification of taxpayers’ eligibility; and, reducing inherent vulnerabilities (multiple use of dependent Social Security Numbers) continue to be high risk areas.  Additionally, despite extensive programs and efforts detect and stop fraudulent claims, the ability to systemically identify refund schemes involving business returns and associated credits remains a challenge.  

Actions Planned or Underway

Through expanded customer service and public outreach programs, strengthened enforcement activities and enhanced research efforts, overclaims and erroneous filings associated with EITC will be reduced.  Compliance with EITC will be increased through the following actions.

· Customer service efforts with dedicated toll-free telephone assistance, including paid advertising and direct mailing, will be expanded and community-based tax preparation sites will be increased.  (9/01)
· Marketing and educational efforts to assist low-income taxpayers in determining their eligibility for EITC will be coordinated throughout the Service. (9/01)
· Submission Processing will use new procedures such as the expanded use of math error authority and the identification of EITC-based refund claims involving invalid or duplicate primary, secondary and dependent tax identification numbers. (9/01)
· A re-certification program was implemented to significantly reduced the amount of ineligible EITC claims allowed. (12/00)
· A business master file (BMF) fraud detection program will be piloted in the Fraud Detection Centers located at the BMF service centers. (09/01)

· A matching/check of all secondary social security numbers, in addition to primary and qualifying child social security numbers, will be initiated on EITC returns.  Returns will be rejected if the names and numbers provided do not match social security returns.  (5/01)

· EITC Referral Automation cases will be built into the Dependent Database in a joint effort with Criminal Investigation to improve identification of non-entitlement in the early filing stages. (6/01)
· A Data Mining program on Electronic Fraud Detection System will be piloted for electronically filed and paper returns to increase the identification of potentially fraudulent returns while reducing the volume of returns to be scanned.  (11/01)

· An integrated trust fund compliance strategy will be implemented. (12/01)

· Forms 1041 and 1065 Schedule K-1 will be matched to target compliance resources. (9/02)

Management Challenge or High Risk Area: Implementation of the Government Performance & Results Act (GPRA) of 1993

Issue

The IRS Strategic Plan and Budget, which includes the Annual Performance Plan and Annual Performance Report, satisfies a major requirement of the Government Performance & Results Act (GPRA).   It will take several years to achieve a fully acceptable set of balanced measures that can be used at all levels of the organization.  Balanced measures are being aligned with the employee performance evaluation system to clearly link the work of individual managers and employees to the mission and goals.  Additionally, the effectiveness of compliance improvement initiatives and current compliance levels can not be accurately determined until a measure of taxpayers voluntary compliance is developed. 

Actions Planned or Underway

Due to modernization efforts, current performance measures are being re-evaluated.  The following actions will help ensure a balanced performance measurement system that will focus on business results, customer satisfaction, and employee satisfaction will be fully implemented

· Balanced measures for new program areas identified during the FY 2003 Strategic Planning Process will be developed. (7/01)

· Modernization of the current Executive Management Support System will be completed to meet interim needs of the Service in the area of balanced measures reporting. (9/01)

· User and system needs to support the Business Performance Management Model will be developed and long-term system improvements will be considered. (9/01) 

· Balanced measures will be developed at the strategic and operational management levels and reporting mechanisms will be implemented.  Measures will be used in assessing the IRS’ overall performance in delivering its mission and strategic goals.  May include measures such as voluntary compliance, burden, overall productivity, overall customer satisfaction, etc.  (9/01)

· The IRS Performance Management System (Appraisals) for individuals will be aligned with the IRS Mission, Strategic Goals, and Balanced Measures approach.  (9/01)

· Quality measures will be assessed and implemented. (9/01) 

· Data reporting for Service-wide Strategic Measures will be fully implemented. (9/02)

· A baseline will be established for improvement projects and a project tracking mechanism will be initiated to ensure that projects deliver proposed benefits. (9/02)

Management Challenge or High Risk Area: Modernization of the IRS – Technology Modernization
Issue
The ability to balance the goals of helping taxpayers meet their tax responsibility and improving overall compliance with tax laws depends on the successful completion of the modernization effort.  Modernization of technology is crucial to implementing the new business vision of providing world-class service to taxpayers.  While the development of new technology evolves, existing operations must continue, and improvements must be made to meet the needs of tax administration and demonstrate to taxpayers the IRS’ commitment to improved service.

Actions Planned or Underway:

The following actions will enhance the IRS’ ability to modernize technology.

· The IRS Enterprise Architecture 1.0, or Blueprint 2000, which gives IRS the ability to ensure that modernized projects are coordinated across the entire IRS enterprise, that they produce an integrated and unified set of systems, and that they are scoped to eliminate duplication of effort was completed.  (12/00)

· Prioritization of projects was completed for he current spending plan. (12/00  – 01/01)

· The capacity to manage the business systems modernization program was strengthened by establishment of a new position, Associate Commissioner for Business Systems Modernization, reporting to the Office of the Commissioner.  This role was assumed by the former BSMO Director. The former Deputy Director assumed the role of Deputy Associate Commissioner for Program Planning and Control.  In addition, two executives new to BSMO filled the positions of Deputy Associate Commissioner for Systems Integration and Deputy Associate Commissioner for Program Management.   (01/01)

· A contractor was hired to assist BSMO in further implementing the Quality Assurance function.  (01/01)

· The architecture will be updated with additional Vision and Strategy information for Tax Administration and Internal Management. (9/01)

· Management processes will continue to mature with a goal to achieve an acknowledged industry management standard (Capability Maturity Model Level 2) for systems acquisition.  (9/01)
Management Challenge or High Risk Area: Collect Unpaid Taxes
Issue

Reliable and timely financial, operational and compliance data is not available to help target efforts to collect billions of dollars in unpaid taxes.  As a result, the federal government is exposed to significant losses of tax revenue and compliant taxpayers bear an undue burden of financing the government’s activities.  While proceeding with modernization efforts, some key collection actions such as levies and seizures have declined since 1997.  These declines may increase the incentives for taxpayers to either not report or underreport their tax obligations.  Attempts to identify taxpayers who have not paid the taxes they owe are made through various enforcement programs.  The IRS’ inability to fully pursue such cases is attributable to a decrease in staff, reassignment of collection employees to support customer service activities, and additional staff time needed to implement certain taxpayer protections that were included in the IRS Reform and Restructuring Act of 1998.  Additionally, inadequate financial and operational information has hindered development of cost-based performance information for tax collection and enforcement programs to determine whether resources are appropriately allocated among competing management priorities.

Actions Planned or Underway:

The introduction of risk-based Collection collective strategies coupled with STABLE FTE increases, continued specialization of the workforce, and technology efficiencies will allow the Service to realize productivity gains.  The following actions will improve the IRS’ ability to collect billions of dollars in unpaid taxes.

· A multi-functional Compliance Council was established to ensure a strategic, coordinated approach to compliance issues, programs and systems throughout pre-filing, filing, and post-filing efforts; ensuring cross-cutting/national compliance issues are resolved with multiple compliance solutions.  (10/00)

· The Dependent Database will be implemented nationwide to allow for proper matching of dependency information and to allow for more timely resolution of erroneous account balances. (2/01) 

· Additional phone assistors will be hired and trained to increase the number of delinquent  and underreported accounts resolved and increase the number of delinquent returns secured.  This will also allow for additional time available to work cases, plus the migration to an intelligent call router will ensure that the most expert assistors for each area will handle the calls. (6/01)

· The Integrated Case Processing system will be deployed to provide employees with both access and capability to update taxpayer account data through a single terminal and to enable the Automated Collection System and Service Center Collection Branches to process cases. (9/01)

· The Automated Collection System will initiate site specialization, including designation of a Federal Employee/Retiree Delinquency ACS site and will migrate to an Intelligent Call Router system. (9/01)

· The Document Matching program will be expanded to capture data on Schedules K-1 filed by partnerships, trusts and S-Corporations providing for increased identification of potential discrepancies. (9/01)

· New return delinquency notices will impact cases with prior delinquent returns in TDI status.  The notices will be easier to understand and provide full details on internal data available, thus enabling taxpayers to determine their filing requirements and file their overdue returns. (9/01)

· A risk-based compliance strategy will be developed to use knowledge regarding taxpayer behavior, history, and needs in the collection decision process.  Decisions as to workload assignment and type of taxpayer interaction, such as Notice Generation, Automated Substitute for Return, Inbound Calls, Outbound Calls, etc. will begin to be differentiated and determined by an assessment of the taxpayer’s apparent risk.  Commercial scoring models will be tested to validate the risk of categories and make refinements.  This strategy will ensure that the highest priority cases get worked first and reduce the number of accounts closed as currently not collectible. (9/02)

· The processing of Offers in Compromise will be centralized to improve quality, timeliness and efficiency. (9/02)

Appendix A
Resource and Measures Summary



FY 1998
FY 1999
FY 2000
FY 2001
FY 2002


Actual
Actual
Actual
Performance Plan
Performance Plan

Pre-Filing Taxpayer Assistance and Education


Budget Authority ($000s)



$548,389
$590,676

Direct FTE



3,656
4,429

PF-1. Education & Outreach Staff Years
N/A
N/A
1,082
1,768
3109

PF-2. Volunteer Hours Reported (000s)
N/A
N/A
2,274
2,298
3,005

PF-3. Number of Volunteer Locations
N/A
N/A
18,207
17,472
18,693

PF-4. Small Business Products Disseminated (Workshops)
N/A
N/A
334
371
408

PF-5. EP/EO Determination Letters
N/A
N/A
109,461
121,000
257,600

PF-6. Private Letter Rulings Issued
N/A
N/A
1,913
1,920
1,930

PF-7. APAs and Pre-Filing Agreements
N/A
N/A
67
202
338

PF-8. Small Business Agreements
N/A
N/A
2,700
3,000
3,300

PF-9. Electronic Tax Law Questions Received
N/A
N/A
303,758
310,050
434,070

PF-10. Taxpayer Advocacy Projects
N/A
N/A
91
88
88

Filing and Account Services


Budget Authority ($000s)



$1,451,960
$1,531,801

Direct FTE



31,087
31,601

F-1. Individual 1040 Series (paper) (000s)
N/A
N/A
92,319

87,8694
82,1094

F-2. Business Returns (paper) (000s)
N/A
N/A
81,5884
81,4674
82,4374

F-3. Individual 1040 Series (electronic) (000s)
N/A
N/A
35,3654
42,3414
50,1484

F-4. Business Returns (electronic) (000s)
N/A
N/A
3,2204
3,7154
4,2794

F-5. Total Primary Returns Processed (combined paper and electronic) (000s)
N/A
N/A
212,4924
215,3924
218,9734

F-6. Percent Individual Returns Filed Electronically:
19.8%
23.4%
28.0%
32.6%
38.0%

F-7. Debit/Credit Card Transactions
N/A
N/A
456,300
1,000,200
1,785,600

F-8. Electronic Federal Tax Payment System (EFTPS) (Mil.)
N/A
N/A
63
67.5
72.1

F-9. IRS Digital Daily Hits (Bil.)
N/A
N/A
1.56
2.0
2.5

F-10. Customer Account Correspondence (Mil.)
N/A
N/A
16.7
17.1
17.4

F-11. Teletax and Toll-Free Automated Calls (000s)
N/A
N/A
49,703
67,792
67,792

F-12. Assistor Call Answered
N/A
N/A
32,870
32,682
33,396

F-13. Toll-Free Customer Satisfaction          (4 point scale)
N/A
N/A
3.46
3.58
3.69

F-14. Toll-Free Level of Service
69.7%
53.3%
59.1%

63.4%
71.1%

F-15. Toll-Free Tax Law Quality
93.8%
74.1%
72.6%
74%
76%

F-16. Toll-Free Account Quality
87.9%
81.7%
60%
63%
65%

F-17. Customer Satisfaction (walk-in)           (7 point scale)
N/A
6.4
6.5
6.5
6.55

F-18. Returns Prepared (walk-in) (000s)
N/A
N/A
1,092
1,114
1,119

F-19. Geographic Coverage (projection)
N/A
N/A
70%
72%
75%

Compliance Services

Budget Authority ($000s)



$3,294,057
$3,442,725

Direct FTE



45,618
46,174

C-1. Telephone Customer Satisfaction (ACS)
N/A
3.4
3.4
3.5
3.6

C-2. ACS Level Of Service
N/A
80.7%
78.9%
80%
81%

C-3. ACS Closures – Taxpayer Delinquent Accounts 
N/A
N/A
1,532,309
1,655,000
1,871,510

C-4. ACS Closures – Taxpayer Delinquent Investigations
N/A
N/A
726,309
752,000
740,516

C-5. Customer Satisfaction – Field Collection 
N/A
3.9
4.6
4.94
5.04

C-6. Field Collection – Number of Cases Closed - TDA
1,319,491
1,029,706
771,455

846,800
862,564

C-7. Field Collection – Number of Cases Closed - TDI 
255,862
168,271
144,764
146,211
150,070

C-8. Field Collection Quality
N/A
86.0%
83.0%
86.4%
89.0%

C-9. Offers in Compromise Processed
N/A
N/A
69,514
73,068
77,470

C-10. Automated Underreporter Closures
N/A
N/A
2,888,900
2,859,000
3,328,655

C-11. Automated Underreporter Quality 
N/A
N/A
93%
94%
94%

C-12. Service Center Examination Customer Satisfaction
N/A
3.9
4.0
4.3
4.45

C-13. Total Number of  Returns Examined
N/A
N/A
439,483
558,655
519,664

C-14. Service Center Examination Quality 
N/A
90.7%
72.8%
72.0%
78.0%

C-15. Field Exam Customer Satisfaction
N/A
4.1
4.4
4.6
4.9

C-16. Individual Return Examinations > $100,000
103,400
94,759
63,217
113,699
167,282

C-17. Individual Returns Examinations < $100,000
375,100
289,725
187,891
152,964
173,855

C-18. Total Individual Returns
478,500
384,484
251,108
266,663
341,137

C-19. Field Exam Case Quality Score
N/A
65%
57%
60%
62%

C-20. Number of Business and General Industry Returns Examined 
N/A
N/A
103,112
142,441
168,712

C-21. Number of Cases Examined (Coordinated Industry)
N/A
N/A
328
475
475

C-22. Number of Returns Closed (Coordinated Industry)
N/A
N/A
3,096
3,831
3,356

C-23. Employee Plans and Exempt Organization Customer Satisfaction
N/A
N/A
5.7
5.7
5.8

C-24. EP/EO Examination Cases Closed
N/A
22,525
19,080
19,300
11,000

C-25. EP/EO Examination Quality
N/A
N/A
83
83
85

C-26. Innocent Spouses Modules Closed
N/A
N/A
55,698
57,659
62,133

C-27. Appeals Cases Closed
N/A
N/A
54,986
73,013
72,842

C-28. Subject Criminal Investigations Initiated
N/A
N/A
3,372
3,320
3,368

C-29. Tax Court Cases
N/A
N/A
13,698
12,000
11,000

C-30. TAS Closed Cases
N/A
N/A
237,885
244,941
252,289

C-31. TAS Casework Quality Index
N/A
N/A
65.3%

68.3%
69.7%

C-32. Total Enforcement Revenue Collected ($B) 

$35.2
$32.9
$33.8
$34.0
$34.9

C-33. Agency  Wide Employee Satisfaction
N/A
55%
59%
60%
62%

C-34. Servicewide FTE (including EITC)
N/A
N/A
97,074
99,509
101,352

C-35. Number of FTE in Taxpayer Contact Programs (including EITC)
N/A
N/A
65,416
67,852
69,695

C-36. FTE per Billion $ GDP
N/A
N/A
10.57
10.42
10.12

Research and SOI

    Budget Authority ($000s)



$87,533
$90,474

    Direct FTE



908
908

Information Services

    Budget Authority ($000s)



$1,508,921
$1,523,389

    Direct FTE



7,578
7,578

IS Improvement Projects

    Budget Authority ($000s)



$39,860
$39,860

    Direct FTE



0
0

Business Systems Modernization

    Budget Authority ($000s)



$71,593
$396,593

    Direct FTE



0
0

Earned Income Tax Credit

    Budget Authority ($000s)



$144,681
$146,000

    Direct FTE



2,236
2,236

Shared Services Support

    Budget Authority ($000s)



$1,010,359
$1,018,244

    Direct FTE



4,626
4,626

General Management and Administration

    Budget Authority ($000s)



$683,374
$642,626

    Direct FTE



3,800
3,800

Appendix B

Information Services Improvement Projects
The following is a list of the improvement projects approved, funded, planned, and under development.  Unless otherwise noted, all projects are funded in FY 2001 and FY 2002.     

ELF – Increases the number of tax forms and schedules that can be electronically filed. 

ICPT NT rollout – Provides IRS customer service employees with single workstation access to taxpayer records, and providing taxpayers with higher quality service.  (FY 2001 Funded)

Notice Redesign – Rewrites and redesigns approximately 200 master file notices using a series of individual and small business focus groups, interviews, input from Practitioner and Liaison groups, as well as a multi-organizational review process.

Tax Preparation Software – Provides taxpayers with the ability to prepare and file returns electronically at IRS walk-in offices. 

Electronic Tax Law Assistance – Increases capacity to respond to requests for tax law assistance via the Internet.  This project provides 24x7 accessibility and quality management review of advice before it is given.  

Computers for Volunteers – Expands the number of computers and tax preparation software available at Volunteer Income Tax Assistor (VITA) sites. 

Payment, Claims, and Enhanced Reconciliation (PACER) – Installs two stand-alone workstations at each service center with dial-up access to FMS.  This will cut response time significantly.  (FY 2002 Funded)

Queue Management System (Q-Matic) – Expands the number of walk-in offices with this automated management tool.  

Field Assistance Mobile Unit Pilot – Equips mobile vans with laptop computers, cell phones, fax machines, telecommunications equipment, and encryption support to provide walk in services to remote locations.

Tax Assistance Kiosks – Provides taxpayers with the ability to obtain IRS products and services without having to drive to an IRS office. 

Integrated Collection System (ICS) – Replaces and upgrades workstations, fileservers, and printers.  

ICS Secure Dial-in and RO Job Aids – Provides secure telephone access to taxpayer accounts and job aids to improve the quality of work products.    

Integrated Collection Management/Support System – Integrates multiple collection systems into one centralized platform.

Compliance Data Warehousing (CRIS) – Provides statistical trends and analysis for data driven decision-making. 

ERCS Centralization – Redesigns Examination's inventory control database.  (FY 2002 Funded)

Issue and Knowledge Management System – Designs a new system that refines issue identification filters and provides the ability to share knowledge across business units about issues under development, pre-filing agreements, and abusive tax shelters.

ELF 1120 and 1120S – Creates the capability to file 1120 forms and schedules electronically.

Determination System Redesign – Improves the efficiency and effectiveness of responses to taxpayer's exemption determination requests.

Imaging Form 990 Returns – Fulfills the requirement to make Form 990 information returns available for public inspection to interested parties under Section 6104 of the IRC.  (FY 2001 Funded)

ELF 990 – Creates the capability to file 990 forms and schedules electronically.  (FY 2002 Funded)

Exempt Organization Business Master File (EOMF) – Corrects errors in the EOMF database.  (FY 2001 Funded)

Internal Revenue Manual Private Database on LEXIS NEXIS – Provides IRS employees with a single source research tool.

Taxpayer Advocate Service Management Information & Control Systems (TASMICS) – Enhances the Taxpayer Advocate’s ability to identify problems and recommend changes to business processes and systems that cause problems for taxpayers.

CASE – Updates this system to reduce the cost of manual work-around, and maintain Counsel’s ability to respond timely to courts, taxpayers and IRS business needs.

CASE – Provides web-based publication of Counsel’s advice and redaction documents.    (FY 2001 Funded)

Communications Center – Creates a production prototype of a system that will provide a broad range of communication channels, such as phone, web, fax, email, interactive voice response, and electronic data transfer, to customer service representatives.

Centralized Database System – Electronically receives case and issue data in Appeals to reduce the time it takes to respond to taxpayers. (FY 2001 Funded)

Performance Management System – Replaces the Executive Management Support System (EMSS) with a web-based system.  (FY 2002 Funded)

Telecommunications Secure Remote Access – Enhances the Secure Dial-In (SDI) infrastructure and Virtual Private Network (VPN) to provide employees with an encrypted connection to taxpayer data from remote computers.

Application and Data Centralization Project – Consolidates disparate computer platforms to the SUN E10000 at the computing centers and the IBM NUMA-Qs at the service centers. 

Print Consolidation – All taxpayer notices and IDRS correspondence will be printed only in Detroit and Ogden.  (FY 2002 Funded)
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� This performance plan projects significant increases in performance indicators for almost all programs in fiscal years 2001 and 2002.  These increases are projected based on goals we have established for increased productivity and effectiveness as a result of the new more focused organization structure and the benefits from technology investments and other improvement projects.  They are very aggressive goals and they depend on many assumptions.  Therefore, while we are reasonably confident of the positive trend and are committed to achieving these stretch goals, it is likely that some of these goals will not be achieved during the projected time frames.  Also, many of the goals are presented as precise numbers so that they can be traced to underlying source documents and calculations. This apparent precision in presentation does not imply that actual results are precisely predictable.


� Since many of the IRS pre-filing activities are either new or greatly expanded in scope, the performance measures for pre-filing programs are not yet complete and those that are presented are less reliable than those for other programs.


� This performance plan projects significant increases in performance indicators for almost all programs in fiscal years 2001 and 2002.  These increases are projected based on goals we have established for increased productivity and effectiveness as a result of the new more focused organization structure and the benefits from technology investments and other improvement projects.  They are very aggressive goals and they depend on many assumptions.  Therefore, while we are reasonably confident of the positive trend and are committed to achieving these stretch goals, it is likely that some of these goals will not be achieved during the projected time frames.  Also, many of the goals are presented as precise numbers so that they can be traced to underlying source documents and calculations. This apparent precision in presentation does not imply that actual results are precisely predictable.


� The Field Assistance function in the new organization structure has been given increased emphasis and scope of  responsibility.  Performance measures presented here are interim measures while more complete and reliable measures are developed.


� Projection 


� The FY 2000 performance level differs from the amount reported in the FY 2000 Annual Performance Report due to a recent change in the methodology used to calculate this measure.


� The FY 2000 performance level differs from the amount reported in the FY 2000 Annual Performance Report due to a recent change in the methodology used to calculate this measure.


� This performance plan projects significant increases in performance indicators for almost all programs in fiscal years 2001 and 2002.  These increases are projected based on goals we have established for increased productivity and effectiveness as a result of the new more focused organization structure and the benefits from technology investments and other improvement projects.  They are very aggressive goals and they depend on many assumptions.  Therefore, while we are reasonably confident of the positive trend and are committed to achieving these stretch goals, it is likely that some of these goals will not be achieved during the projected time frames.  Also, many of the goals are presented as precise numbers so that they can be traced to underlying source documents and calculations. This apparent precision in presentation does not imply that actual results are precisely predictable.


� The Number of FY 2000 TDA Dispositions reported in the Treasury Annual Program Report is 967,211.  See footnote on PA-44 for details. 


� The FY 2000 performance level differs from the amount reported in the FY 2000 Annual Performance Report due to a recalculation of results.


� Records of tax enforcement results are used for forecasting, financial planning and resource management.  As required by Section 1204(a) of the Restructuring and Reform Act of 1998(PL 105-206) 112 Stat. 685, 1998 and the Balanced Measures Regulation (26CFR Part 801), this information is not used to evaluate employees or suggest production quotas or goals upon them.





� The Number of FY 2000 TDA dispositions reported in the Treasury Annual Program Performance Report is 967,211, which reflects the number prior to IRS efforts to prioritize and balance the collection field inventory by placing low priority live cases in a suspended status.  Therefore, these low priority cases do not equate to pure dispositions.  The FY 2001 projection for TDA dispositions (864,800) is comparable to the true number of FY 2000 pure dispositions (771,455), excluding cases placed in suspended status.


� The FY 2000 performance level differs from the amount reported in the FY 2000 Annual Performance Report due to a recalculation of results.


3 Records of tax enforcement results are used for forecasting, financial planning and resource management.  As required by Section 1204(a) of the Restructuring and Reform Act of 1998(PL 105-206) 112 Stat. 685, 1998 and the Balanced Measures Regulation (26CFR Part 801), this information is not used to evaluate employees or suggest production quotas or goals upon them.


� Beginning in FY 2001/2002 941 returns filed through Telefile will be captured as part of a new measure “Total Business Returns Filed Electronically (941 e-file, 1041, 1065)


� Refund Timeliness will use a new methodology beginning in FY 2001, data will be baselined in FY 2001 and a new FY 2002 target will be identified














� This performance plan projects significant increases in performance indicators for almost all programs in fiscal years 2001 and 2002.  These increases are projected based on goals we have established for increased productivity and effectiveness as a result of the new more focused organization structure and the benefits from technology investments and other improvement projects.  They are very aggressive goals and they depend on many assumptions.  Therefore, while we are reasonably confident of the positive trend and are committed to achieving these stretch goals, it is likely that some of these goals will not be achieved during the projected time frames.  Also, many of the goals are presented as precise numbers so that they can be traced to underlying source documents and calculations. This apparent precision in presentation does not imply that actual results are precisely predictable.


� Since many of the IRS pre-filing activities are either new or greatly expanded in scope, the performance measures for pre-filing programs are not yet complete and those that are presented are less reliable than those for other programs.
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� Projection 


� The FY 2000 performance level differs from the amount reported in the FY 2000 Annual Performance Report due to a recent change in the methodology used to calculate this measure.


� The Number of FY 2000 TDA Dispositions reported in the Treasury Annual Program Report is 967,211.  See footnote on PA-44 for details. 
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		FY2002		2.50		2.5
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		FY2000 ACTUAL		49,474
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175537
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		FY2000 ACTUAL		188,168

		FY2001		152,964		152,964

		FY2002		183,031		183,031
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Number of Individual Returns Examined that are < $100,000
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		FY2000 ACTUAL		5.72

		FY2001		5.70		5.70

		FY2002		5.76		5.76
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Employee Plan and Exempt Organization Examination Customer Satisfaction (7 point scale)
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19080
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		FY2000 ACTUAL		55,698

		FY2001		57,659		57,659

		FY2002		62,133		62,133
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Innocent Spouse Modules Closed

55698

57659

62133
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				Actual		Goal

		FY2000 ACTUAL		51,900

		FY2001		73,013		73,013

		FY2002		72,842		72,842
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Total Appeals Disposals

51900

73013

72842
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		FY2000 ACTUAL		3,372

		FY2001		3,320		3,320

		FY2002		3,426		3,426
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Criminal Investigations Initiated

3372

3320

3426
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		FY2000 ACTUAL		13,698

		FY2001		12,000		12,000

		FY2002		11,000		11,000
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Tax Court Receipts

13698
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11000



37-28

				Actual		Goal

		FY2000 ACTUAL		237,885

		FY2001		244,941		244,941

		FY2002		252,289		252,289
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		FY2000 ACTUAL

		FY2001

		FY2002



Taxpayer Advocate Service
Closed Cases

237885

244941

252289
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				Actual		Goal

		FY2000 ACTUAL		67%

		FY2001		72%		72%

		FY2002		72%		72%
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		FY2000 ACTUAL

		FY2001

		FY2002



Taxpayer Advocate Service
Casework Quality Index

0.67

0.72

0.72
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				Actual		Goal

		FY2000 ACTUAL		$33.8

		FY2001		$34.0		$34.0

		FY2002		$35.0		$35.0
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		FY2002
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34
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		FY2002		102,533		102,533
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Contact Programs (with EITC)
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68267

72256
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		FY2000 ACTUAL		10.57

		FY2001		10.42		10.42

		FY2002		10.24		10.24
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FTE Per Billion Dollars Real GDP

10.57

10.42

10.24
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