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lulr. Chairman and Members of the Subcommittee: 

We are pleased to be here this morning to assist the 

Subcommittee in its inquiry into the,activities of IRS' service 

centers. Our testimony today is based on information that we 

gathered during our examination, at this Subcommittee's request, 

into the problems experienced by IRS' 10 service centers during 

1985. 

The information in this statement is based on the results 

of extensive interviews of officials at IRS' 10 service centers 

and its National Office and the review and analysis of Various 

statistics, memoranda, and reports prepared by groups within and 

outside IRS, including IRS' Office of Internal Audit; 
I 

As has been chronicled by different sources during the 

year, IRS encountered numerous.problems in 1985 that caused 

serious disruptions to service center operations (of which the 

processing of tax returns is the most significant) and that 

severely strained taxpayer relations. There were many reasons 

for those disruptions, most of which can be related in one way 

or another to the introduction of a new service center computer 

system and related input systems. IRS has taken, is taking, and 

plans to take several steps to correct the problems encountered 

during 1985 and to provide for a less disruptive processing 

season in 1986. Considering that IRS has had a year's 

experience with its new systems, we believe those actions, if 

appropriately implemented, should go a long way toward 

alleviating many of the problems experienced in 198s. There are 

a few potential problems, however, that cause us to hesitate 



about predicting a “normal” processing season and that cause us 

concern about the tax administration system in general. There 

are also a couple of issues, relating to future compu’ter 

procurements and effective communication within IRS, that could 

affect years beyond 1986 and that we think warrant discussion at 

these hearings. Another unknown is the impact that the 

Gramm-Rudman Act will have on IRS’ funding. 

I would now like to discuss the above matters in greater 

detail. 

WHAT HAPPENED THIS YEAR? 

During 1985, IRS’ 10 service centers had difficulty 

processing tax returns timely, controlling the flow of tax ’ 

returns as they moved through the processing system, and keeping 

non-return processing case inventories at a manageable level. . 
As a result l ( 1 f more refunds were delayed in 1985 than in the 

past and interest payments on late refunds increased 

substantially, (2) many taxpayers had to file duplicate returns 

to “expedite” receipt of their refunds, (3) erroneous taxpayer 

notices were issued, (4) correspondence and other inventories 

swelled, (5) the number of telephone calls from taxpayers grew, 

(6) overtime costs increased, and (7) the productivity of 

service center personnel declined significantly. Specifically: 

(1 1 According to information compiled by IRS for an 

October 1985 briefing of the Off ice of Management and Budget 

(OMB), 



“Refunds for individual returns have’ in the past 
been issued within four to eight weeks depending 
upon the date the return was filed . . . . This 
past year, many more problems were encountered than 
usual causing an even longer lapse in refund * 
issuance." 

Besides the obvious inconvenience to taxpayers, delays in 

issuing refunds cost the Government money because IRS is 

generally obligated to pay interest on any refund that is not 

issued within 45 days of the date the return was filed or the 

return due date, whichever comes later. In that regard, as of 

November 8, 1985, 

--IRS had issued 48.3 percent more refunds with 
interest to individual taxpayers compared to a 
similar period for 1984 (2,192,604 interest bearing 
refunds in 1985 versus 1 ,478,074 in 1984 ) even . 
though the total number of refunds issued. to 
individual taxpayers from January 1 to October 31, 
1985, increased only 1.2 percent compared to a 
similar period in 1984 (71,787,OOO refunds in 1985 
versus 70,959,OOO in 1984). 

--IRS had paid 56.4 percent more in interest on 
refunds to individual taxpayers than in a similar 
period for 1984 ($42.8 million in 1985 versus $27.3 
million in 1984) even though the total dollar amount 
of refunds (exclusive of interest) issued to 
individual taxpayers from January 1 to October 31, 
1985, increased only 2.4 percent compared to a 
similar period in 1984 ($60.8 billion versus $59.4 
billion). 

(2) IRS established an Expedite Refund Program under which 

taxpayers who had not received their refunds within 16 weeks 

could file a duplicate return, which would then receive 

expedited processing by IRS. As of October 11, 1985, the 

service centers had received a total of 308,240 duplicate 

returns. The.Philadelphia Service Center accounted for 157,141 

of those duplicates. 



(3) In a November 1, 1985, report, IRS’ Office of Internal 

Audit noted that 

"Certain business tax returns and tax payments'were 
not timely processed which caused erroneous 
notices. These notices either incorrectly advised 
taxpayers that they had not filed tax returns when 
they had already filed or erroneously billed 
taxpayers when they had already made payments." 

The most prominent example involved a Federal Tax Deposit 

tape that was not processed in a timely manner by the - ' 

Philadelphia Service Center causing most of the 26,800 business ' 

taxpayers whose deposits (totaling about $296.9 million) were 

recorded on that tape to receive at least one erroneous balance 

due notice. 

Another example of an untimely processed computer tape 

involved about $3 million in payments from about 5,600 

taxpayers. This tape, which was not timely processed by the 

Kansas City Service Center, caused erroneous collection 

actions, including issuance of 114 erroneous levies. Service 

center collection staff had to call the affected taxpayers. and 

levy sources to determine the status of the levies, apologize 

for their issuance, and provide instructions on how to handle 

the levies. 

A third example involved 58 tapes containing over 4 million 

information.documents accounting for an estimated $3 billion in 

interest and dividend income reported to IRS by payers, such as 

banks and insurance companies. We identified this example 

during our ongoing review of IRS’ Information 2eturns Program. 
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Thirty-three of the 58 tapes, containing about 2.8 m illion 

documents from 519 payers, were "lost" in the system because of 

weaknesses in the receipt and control of computer tapes between 

the Atlanta and Cincinnati Service Centers and IRS' National 

Computer Center (NCC). As a result, the information on these , 

tapes was not posted to the automated master files and notices 

were-sent to banks and other organizations erroneously,advising ' 

them that they were subject to fines and other penalties for 

failing to report information that they had, in fact, already --- 

reported. These 33 tapes were eventually erased. To recover 

the data, IRS could have asked the payers to resubmit the 

' information, but IRS advised us that this would put too much 

additional strain on its relations with taxpayers. The 
. 

remaining 25 tapes, containing about 1.3 million documents, were 

overlooked at NCC but were still in the tape library. We 

brought this to IRS' attention, and they subsequently processed 

the tapes to update the master file. 

IRS does not have overall statistics on the number of 

erroneous notices issued in 1985. However, information compiled 

by IRS on the results of 1.48 m illion math error notices that 

had been reviewed by service center quality reviewers during the 

first 9 months of 1985, before the notices were sent to tax- 

payers, showed that 220,200, or 14.8 percent, were incorrect. 

During those 9 months, the service centgrs had issued a total of 

16.9 m illion math error notices to individual taxpayers. 

(4) As of the end of October 1985, the 10 service centers 

had a total of 1,334,279 cases in their adjustments/ 
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correspondence inventories, compared to 968,950 cases at that 

time in 1984. One of IRS' two criteria for determining a 

manageable adjustments/correspondence inventory (hereinafter 

referred to as correspondence inventory) is that no more than 20 

percent of the cases in the inventory remain unresolved for more 

than 45 days. O f the controlled cases in the inventory at the 

end of October 1985, however, 73 percent were more than 45 days 

old. 

Unpostable inventories also increased. An unpostable 

condition is one that prevents a transaction that has been 

processed through the service center from posting to the 

taxpayer accounts (otherwise known as the master file) at NCC., 

As of the end of October 1985, the 10 service centers had a 

total of 1,911,009 cases in their unpostable inventories, 

compared to 859,212 cases at that time in 1984. 

(5) During the first 18 weeks of the May - September 

period , IRS responded to about 600,000 more telephone calls than 

it did during the same period of 1984. The number of overflow 

telephone calls (calls that went unanswered) also increased- 

from 13.6 million in 1984 to 47 million in 1985. 

(6) Overtime usage from January 1 through September 30 at 

the 10 service centers increased from 606 staff years in 1984 to 

869 staff years in 1985, an increase of 43.3 percent. 

(7) Productivity at the 10 service centers declined 18.3 

percentage points during the first 6 months of 1985 compared to 

the first 6.months of 1984. Using IRS data, we estimated the 
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direct staff hour. costs associated with this decline to be $24.7 

m illion. Adding overhead costs increases the estimated cost of 

the decline to about $38.6 m illion. Attachment I to this 

statement provides further information on how' we computed this 

estimate. 

PROBLEMS IN 1985 AND STEPS 
IRS HAS TAKEN TO PREVENT 
THEIR RECURRENCE 

The difficulties IRS and the-taxpaying public experienced 

in 1985 were attributable to several problems ranging from 

insufficient computer capacity to ineffective processing 

controls to inadequate training. Having itself recognized the 

existence of these problems, IRS has taken, or has indicated . 

that it plans to take, several steps in an attempt to prevent 

their recurrence. This section is devoted to a discussion of 

those problems and.IRS' corrective actionS.. 

Computer capacity and 
software problems 

This year IRS implemented the Service Center Replacement 

System (SCRS), which involved the purchase of a Univac 1100 

Series Computer system from Sperry Corporation and the rewriting 

of about 1,500 computer programs. At the start of the 1985 

filing season, a combination of insufficient computer capacity 

and inefficient computer software associated with SCRS adversely 

affected the service centers. These computer capacity and 

software problems played a major role in creating returns 

processing backlogs, document control problems, and excessive 

correspondence inventory levels. 

” 
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On January 1, 1985, 7 of the 10 service centers did not 

have the computer capacity needed to handle their 1985 filing 

season workload. IRS planned, by that date, to have ‘upgraded 

each center's existing Univac 1100/83 computer with one more 

central processing unit to form a Univac 1100/84. However, 

because the contractor was late delivering the central 

processing units, four centers--Andover, Brookhaven, Cincinnati, 

and Philadelphia-- did not have the additional central processing 

units ready for us& until dates ranging from mid-January to 

mid-February; According to National Office officials, however, 

Cincinnati did not need its additional processing unit at the 

beginning of the processing season. Also, the four largest * 

centers--Fresno, Austin, Ogden, and Atlanta--were supposed to 

have both a Univac 1100/84 and'a Univac llOO/82 computer ready . 
for use during the'1985 processing season. 'However, the IlOO/ 

computers were not fully usable at these four centers until 

March when the tape drives needed to effectively operate the 

computer programs were received and a faulty central processing 

unit was replaced in Atlanta. 

Besides not having full computer capacity on January 1, the 

centers did not receive the computer programs used to process 

tax returns until mid-January--a week later than needed. 

According to National Office officials, the delays occurred 

because testing of the programs had not been completed. 

Throughout the filing season, the service centers 

experienced problems with computer programs. One significant 

problem involved programs that took longer to run than they 



should have--attributable, at least in part, ,to the fact that 

the programs had been rewritten by IRS programmers who were 

relatively inexperienced in the new program language (COBOL). 

On weekends, for example, the centers are supposed to 

update their data bases with information received from WC. The 

data bases consist primarily of files on active or potentially 

active taxpayer accounts and are used by various center 

functions, such as the correspondence, collection, and examina- 

tion sections. The weekend updates need to be completed by 

Monday so that those functions have the files available to do 

their work. According to information maintained by the National 

Office, however, the weekend updates often were not completed by 

6:00 Monday morning during the first 19 weeks of the processing 

season at 7 of the 10 service centers. 
Number of weeks for which weekend 
update was not completed by 6:00 
a.m. Monday during.the first 19 
weeks of the processing season 

Andover 
Atlanta 
Austin 
Brookhaven 
Cincinnati 
Fresno 
Kansas City 
Memphis 
Ogden 
Philadelphia 

3 
13 
71 
15 

1 
17 
12 

8 
15 
14 

In addition to being unavailable at the start of the 

workday on Monday, the files were not always available during 

the week. For example, our analysis of reports compiled by IIIS' 

National Office showed that of the 102 scheduled processing days 

between February 19 and July 12, 1985, the service centers 



experienced an average of 79 days when operations were 

interrupted. The number of days interruptions occurred ranged 

from 61 at Andover to 89 at Kansas City. 

Another major problem experienced by all 10 service centers 

involved inadequate checkpoint routines in the programs. A 

computer program that takes a long time to run should have 

checkpoint routines built into the program at various intervals 

so that if the program fails it can be restarted from the last 

good checkpoint instead of from the beginning of the program. 

However, programs were received that either did not contain good 

checkpoint routines or contained no checkpoint routines at all. 

As a result, programs that failed had to be rerun from the , 

beginning instead of from checkpoints. This, in turn, increased 

the time required to update the service center files and 

decreased the availability of those files to the users. . 

IRS' corrective actions 

To help overcome the problems created by insufficient 

computer capacity and- inefficient programs in 1985, IRS 

processed some information at NCC and at a State of Pennsylvania 

computer facility. 

To alleviate processing backlogs, YCC processed 113 days of 

tax return data from the Brookhaven Service Center between March 

14, 1985, and August 30, 1985. This represented 62 percent of 

Brookhaven's daily batches processed between January 1, 1985, 

and September 23, 1985. 



IRS contracted with the State' of Pennsylvania to use a 

Univac 1100/82 at the Statess computer facility in Harrisburg, 

Pennsylvania. Using the Harrisburg computer, IRS personnel 

processed 344.6 million information returns between April 1, 

1985, and June 30, 1985, and also processed tax return data for 

the Philadelphia and Kansas City Service Centers. 

Since the beginning of the filing season, the National - 

Office has been rewriting computer programs to make them more . 
efficient in terms of both processing time and computer capacity 

used. For example: .--- 

--National Office officials told us that programs used to 
process the service centers' daily workloads were 
rewritten so that the time to process those workloads has 
been reduced by an estimated 75 to 80 percent. Service. 
center officials konf irmed that those programs are now 
running faster. 

--The computer program to"identify taxpayers who 
underreported income on their income. tax returns, 
according to an Ogden official, took fS tape drives to 
process-at the beginning of the 1985 filing season but 
only took S after the program was rewritten. 

--At the beginning of 198S, computer programs for updating 
the service centers' business and individual data files 
on the weekends prevented users from querying the files 
while they were being updated. According to National 
Office officials, the programs were changed so that users 
could query the individual file while the business file 
was being updated, and vice versa. As a result, the 
amount of realtime available to users increased. 

In addition, the restart problem ha% been corrected. According 

to National Office officials, all computer processing routines 

that take 1 hour or more to complete now have checkpoints so 

that the routine can be restarted from an interim point rather 

than completely re-run. 



In preparing for 1986, IRS has given each service center 

additional computer capacity. Additional central processing 

units were delivered to the centers in August and September 

1985. Considering these most recent units, the three largest 

Service centers (Fresno, Austin, and Ogden) now have eight 

central processing units each--an increase of 2 over 1985; 

Atlanta and Brookhaven have seven units each--an increase of 1 , 

and 3, respectively; and the other five service centers have six 

units each --an increase of two. Additional disk drives and disk 

controllers are scheduled to be installed before January and 

others are scheduled to be delivered in April 1986. 

To address its near-term computer capacity needs, IRS is ' 

developing an acquisition strategy which proposes a competitive 

replacement of the existing Sperry Univac computer system. 

Under this replacement project, known‘as the Capacity 

Enhancement Processing System (CEPS), IRS is proposing to 

acquire 11 replacement computer and disk systems subject to 

functional specifications requiring the most current technology 

available. IRS information available to us indicated that the 

first replacement system would be installed in a service center 

in August 1988, with the final system installation to be 

completed by December 1988. 

In the long-term, IRS is planning to completely redesign 

and replace the returns processing system with a 

state-of-the-art system. That system is to be implemented 

during the early 1990s. 



Some transcribed data we're not 
processed by the, computer 

The Distributed Input System (DIS), which consists of a 

series of video display terminals connected to a minicomputer, 

is used to enter payment and tax return data into the master 

' computer. It was first used to process individual income tax 

return data in 1985. During the 1985 filing season, all 10 

service centers encountered problems transferring tax return and 

payment data from the DIS minicomputer to the master computer. 

The problem of payment data not getting processed timely was a 

major concern of service center management because if payments 

did not get posted to taxpayers' accounts the taxpayers could , 
receive erroneous balance due notices. 

According to service center officials, a combination of 

operator error and faulty sof Ware design was the major reason 

why the payment data from the DIS minicomputer were not being 

transferred to the master computer. They said some data 

transcribers were not aware that if new data were entered into 

DIS before the DIS minicomputer had completed processing, the 

prior data would not transfer to the master computer. Not 

realizing this, and because there were no computer controls to 

prevent it, the operators would press the "mode" key on the 

DIS terminal keyboard believing that this would allow them to 

work the next payment block sooner. Instead, the mode key 

stopped the DIS minicomputer from processing the block that had 

already been transcribed and prevented the data from 

transferring to the master computer. As a result, not only 



would these, "dropped" payments not be credited to the taxpayers' 

accounts, but the money amounts on the DIS generated deposit 

ticket would be less than the actual amount of remittances sent 

to the bank for deposit. The centers also experienced similar 

problems transferring tax return data to the master computer. , 

In addition to the "mode key" problem, IRS officials attributed 

the dropped block problem to faulty software, faulty hardware, ' 

and inexperienced personnel not following proper transfer 

procedures. 

IRS' corrective actions 

To ensure that taxpayers' accounts were credited and that 

deposit tickets balanced with actual remittances, the service * 

centers had to manually reconcile the output from DIS with the 

DIS input records. This manual reconciliation process took . 
additional staff resources. For example, Andover needed two 

full-time staff and Kansas City three full-time staff to do this 

reconciliation. Also, Brookhaven sent staff to the bank for 

3 days to straighten out the discrepancies between the DfS 

generated deposit tickets and the actual remittances sent to the 

bank. 

Also, on February 22, 1985, the National Office directed 

the service centers to begin manually balancing computer runs to 

ensure that processing was complete on all data previously 

transcribed. 



In September 1985, IRS began testing two revised computer 

programs to automate some of the manual balancing procedures. 

DIS has been modified to provide a."mismatch" listing of (1) 

blocks of data (e.g., returns) not transmitted from the DIS 

minicomputers to the master computer and (2) blocks of data that 

were transmitted to the master computer but did not appear on 

the Univac computer listing. 

In addition, the National Office is also modifying programs 

to provide a simplified and streamlined run-to-run control for 

the daily processing of returns, which will ensure that output 

totals for each computer application balance with input totals 

before the data is released. Programs are being modified to ' 

halt when an imbalance is detected. The computer operator would 

be expected to resolve the imbalance and continue the run. . 
These modified progrdms are scheduled to be'implemented starting 

on January 1, 1986. Later in 1986, IRS plans to begin 

implementing fully automated run-to-run balancing. 

Transcribed data did not balance 
with the service center control file 

The service centers experienced a large number of instances 

where blocks of documents that were transcribed into the 

computer did not balance with the information on the service 

center control file. This year, all the service centers had 

difficulty resolving the out-of-balance conditions. For 

example, during flay 1985, which was the height of the processing 

season, the service centers had, in total;over 3 million 

documents in blocks that were out of balance with the control 
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file. The large number of out-of-balance cases prevented 

returns from being processed timely, thereby delaying some 

refunds. 

There were several reasons for the high number of out-of- 

balance cases. One reason was that the computer was programmed 

to create out-of-balance conditions that, according to service 

center officials, could have been handled more effectively in 

other returns processing areas. In 1984, for example, cases 

involving information within a block of returns that was 

transcribed out of sequence were sent to the error resolution 

section where the sequence errors were corrected individually. 

In 1985, however, the computer was programmed to create an out' 

of-balance condition if a sequence error occurred, and the case 

was directed to that service center function responsible for 

resolving out-of-balance conditions. This meant that the entire 

block of returns would be held up in the processing system in 

198s as opposed to 1984 when only those individual returns with 

sequence errors would have to be corrected. This programming 

change accounted for a substantial number of out-of-balance 

conditions. According to a November 1985 Internal Audit report, 

sequence errors accounted for over 25 percent of the 

out-of-balance cases at two service centers from January through 

March. 

Another reason for the large number of out-of-balance cases 

was that, unlike prior years, the information transcribed from 

the block header card, 'such as the document locator number, was 
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not key verified--that is, the information was not transcribed a 

second time  by another data transcriber to insure its accuracy. 

An incorrectly transcribed document locator number could create 

an out-of-balance condition because the number on the block of 

returns being transcribed would not match the number on the 

control file. 

The service centers not only had large volumes of out-of- , 

balance cases, but also had difficulty resolving the out-of- 

balance conditions because the computer generated registers that 

identify the out-of-balance blocks were not printed time ly. 

Ideally, these registers are printed at the end of the day while 

the returns are still physically located in the data . 

transcription area. However, during the filing season, at 8 of' 

the 10 service centers, the registers were often printed 2 to 3 

days after the-returns had been transcribed. In addition, 

according to officials in six service centers, the registe,rs did \ 

not contain enough 'information on the conditions that caused the 

blocks to be out of balance to allow examiners working the cases 

to readily resolve the balancing problem. 

Seven service centers had problems readily resolving 

out-of-balance cases because, by the time  the registers were 

received, carts containing these returns had been physically 

moved to other returns processing areas, such as the error 

resolution and files areas. As a result, more time  was needed 

to physically locate the returns before the out-of-balance 

conditions could be corrected. 



IRS's corrective actions 

To reduce the number of out-of-balance cases caused by data 

transcription errors, IRS, in August 1985, required key 

verification of all block header information. IRS also 

reprogrammed its computers to allow returns where data was 

transcribed out of sequence to be handled by the error 

resolution section, as had been the procedure in 1984. To make 

it easier for examiners to resolve out-of-balance conditions, 

IRS has changed the computer-generated registers that identify 

out-of-balance blocks to more clearly define the out-of-balance 

condition. IRS statistics show that the number of documents in 

the 10 centers' block out-of-balance inventories at November 19, 

198S, totaled about 130,000~-which IRS considers manageable. 

Error resolution cases backlogqed 
in the returns processinq pipeline 

. 

Computer-related problems helped to create backlogs in the 

error resolution stage of the returns processing cycle, which is 

where IRS processing errors and taxpayer errors identified by 

the computer are corrected. The backlog, which prevented 

returns from being processed timely and which reached about 2.4 

million cases nationwide at the beginning of May, was caused 

primarily by unavailability of the Error Resolution System 

(ERS). ERS is the on-line system used to make the corrections 

directly into the computer. It was first used to process 

individual income tax returns in 1985. In 9 of the 10 service 

centers, IRS officials said that ERS was not always available to 
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correct  errors;  For  e x a m p le, a  K a n s a s  City o fficial es tim a te d  

th a t E R S  was  d o w n  9 7  hours  from  Harch  '3  th r o u g h  M a y  2 5 , a n d  a n  

A tla n ta  o fficial es tim a te d  th a t E R S  was  n o t ava i lab le  fo r  2 7 4  

hours  b e tween  January  a n d  June . A tla n ta  o fficials es tim a te d  

th a t because  o f E R S  d o w n tim e , 1 5 ,5 4 8  staff hou rs  o f p roduc tio n  

tim e  we re  lost. 

O fficials a t seven  serv ice cen ters  to ld  us  th a t e ffo r ts to  

correct  tax  re tu rn  er rors  we re  a lso  h inde red  by  th e  tim e  n e e d e d  

to  locate th e  re tu rns . In  s o m e  cases,  such  a  la rge  n u m b e r  o f 

re tu rns  h a d  accumu la te d  in  th e  er ror  reso lu t ion a rea  th a t it 

b e c a m e  difficult to  locate specif ic re tu rns  wi th errors.  In  

o the r  cases,  th e  re tu rns  h a d  b e e n  physical ly  m o v e d  to  th e  nex t 

p rocess ing  stage, wh ich  is th e  f i les a rea . T h e  m a jor  reason  fo r  

th is  was  th a t b locks o f re tu rns , wh ich  we re  still o u t o f ba lance  

with th e  serv ice cen te r  con trol file, we re  sen t to  th e  er ror  

reso lu t ion a rea  from  th e  d a ta  t ranscr ipt ion 'area b e fo re  th e  

o u t -o f -ba lance cond i tions  we re  resolved.  O u t-of -ba lance b locks 

d o  n o t a p p e a r  in  th e  E R S  inven tory  u n til th e  o u t -o f -ba lance 

cond i tions  a re  resolved.  C o n s e q u e n tly, th e  er ror  reso lu t ion 

sect i on , be l iev ing  th e  b locks h a d  g o n e  th r o u g h  th e  var ious  

c o m p u ter  checks a n d  passed  wi thout  error ,  fo rwa rded  these  b locks 

o f re tu rns  to  th e  f i les a rea . The re fo re , by  th e  tim e  th e  

o u t -o f -ba lance cond i tions  we re  reso lved  a n d  th e  re tu rns  a p p e a r e d  

in  th e  E R S  inven tory, th e  re tu rns  h a d  b e e n  m o v e d  to  th e  f i les 

a rea . 
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IRS’ corrective actions 

IRS statistics show that the nationwide error resolution 

inventory at September 27, 1985, had dropped to about 200,000 

cases and had reached manageable proportions at all 10 service 

centers. National office officials do not anticipate backlogs 

in error resolution in 1986. They expect that the additional 

computer capacity available at each center will ensure ERS 

availability to work error cases. Also, procedures are being 

established in the centers to maintain better physical control 

over the returns so that the returns can be readily located. 

Returns backed up in 
the files area 

In addition to the control problems in the returns 

*processing pipeline caused by the large out-of-balance and error 

resolution inventories, most service centers experienced 

problems controlling the returns going to final storage. These 

problems occurred because cycle proof listings, which are used 

to determine if the returns have completed processing, were.late 

at various times at 9 of the 10 service centers in 1985. For 

example, a Kansas City Service Center official told us that 

these listings were delayed generally from 2 days to 1 week for 

each week from February through June 1985. An Atlanta official 

told us that listings were 2 to 3 days late for each week of the 

filing season through June 1985. According to officials at the 

nine centers that had the problem, the listings were late 

because of either (1) computer problems (2) low priority given 

to producing the report, or (3) printing and distribution 

problems. 
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Delays  in  receipt 'of  th e  cycle p roo f l ist ings m a d e  it 

diff icult fo r  th e  serv ice cen ters  to  con trol re tu rns  in  th e  

f i les a rea . Norinal ly ,  re tu rns  ar r iv ing a t th e  f i les sect ion a re  

n o t she lved  u n til they  can  b e  t raced to  a  cycle p roo f l ist ing to  

insure  th a t al l  p rocess ing  has  b e e n  comp le te d . B e c a u s e  th e  

l ist ings w e r e  late, th e  serv ice cen ters  h a d  re tu rns  back logged  

in  th e  f i les a r e a  awa i tin g  ver i f icat ion to  a  cycle p roo f 

l ist ing-. A lso, re tu rns  were -con tinua l ly  e n te r ing  th e  f i les a rea  

a n d  th e n  be ing  pu l led  o u t to  work  th e  un reso lved  o u t -o f -ba lance 

a n d  er ror  correct ion cases  th a t h a d  b e e n  m o v e d  to  th e  f i les 

a rea . Th is  cons ta n t3 i o v e m e n t o f re tu rns  m a d e  it diff icult to  

keep  track o f th e  re tu rns  th a t shou ld  b e  sen t to  fina l  s torage 

w h e n  th e  cycle p roo f l ist ings fina l ly  arr ived.  A s a  result,  ’ 

s o m e  re tu rns  th a t h a d  n o t comp le te d  p rocess ing  we re  

inadver te n tly m o v e d  to  fina l  s torage.  For  e x a m p l e , b o th  F resno  

a n d  K a n s a s  City have  repor te d  find ing  unp rocessed  b locks o f 

re tu rns  she lved  in  files. F resno  fo u n d  1 8  unp rocessed  blocks:  

K a n s a s  City fo u n d  1 6 . 

IRS'  correct ive ac tions  

A ccord ing  to  a  D e c e m b e r  1 9 8 5  m e m o r a n d u m  from  IRS' N a tiona l  

O ff ice to  al l  serv ice cen ters, a  cycle p roo f l ist ing wi l l  b e  

a u to m a tical ly g e n e r a te d  each  w e e k . T h e  N a tiona l  O ffice .po in te d  

o u t in  th e  m e m o r a n d u m  th a t: 

"TO  ensu re  th a t unp rocessed  b locks a re  n o t p u t in  th e  
Fi les, it is m a n d a tory  th a t [service cen te r ] m a n a g e -  
m e n t m e e t th e  r equ i r emen t to  use  th e  C P L  [cycle p roo f 
l ist ing] as  d i rected . . . It is th e  consensus  o f 
rep resen ta tives from  th e  N a tiona l  O ffice a n d  fie ld  
th a t th e  bas ic  C P L  concep t, w h e n  proper ly  used , 
p rov ides  th e  o p tim a l con trol to  ensu re  th a t unproces-  
sed  b locks a re  n o t re t i red wi th p rocessed  blocks.” 
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ALSO, for 1986, the National Office has directed .the 

service centers to establish a staging area for processed 

returns from which documents can be pulled for all activities 

before sending the documents to final storage. The blocks are 

also supposed to be sorted in workday sequence to make them 

easier to locate. 

Service center control file was not 
kept accurate and current 

All service centers had problems keeping the service center 

control file accurate and current. That file is the primary 

control over documents and revenues in the service centers. It 

shows when the documents were put on the file and where the 
, 

documents are An the service center (awaiting computer 

processing or in block out of balance, error, or reject 

status). As documents move through the service center, the 

control file is supposed to'be updated so that the status of all 

documents is known. 

At least monthly, the service center is supposed to conduct 

a review to identify blocks of documents that have had no 

activity for a specified period of time. Through this analysis, 

blocks that require immediate attention are supposed to be 

located, worked, and cleared. However, this year, because of 

other document control problems, the centers did not have time 

to work the aged cases on the control file. As a result, the 

inventory of aged control file cases grew to over 21 million 

,documents by May 31, 1985. 



IRS' corrective action 

IRS' Internal Audit analyzed the control file and found a 

large number of aged items. Because of this, the National 

Office, in June, had each service center establish a special 

task force to resolve aged items. The centers were directed to 

resolve the aged control file inventory as of May 31, 1985, 

which at that time consisted of 21,255,666 items, and to keep 

current on all subsequent control file items. As of October 28, 

1985, the- service centers had reduced the May 31 aged inventory 

to 603,235 items. 

Unpostable inventories 
increased in 1985 

This year, all the service centers experienced large 
. 

. 
increases in unpostable cases. compared with last year. For 

example, from January through October 1985,the centers had 
. 

received about 15.3 million unpostable cases, which was about 

4.5 million more than they had received over the comparable 

period in 1984. Several factors contributed to the increase in 

unpostable receipts. 

First, unpostable cases were created this year for 

conditions that in prior years had been handled by other service 

center functions and had not been included in the unpostable 

inventory. For example, this year's unpostable inventory 

included cases where a tax return could not post to the master 

file because another return had already posted. Last year, 

these duplicate return cases were handled by the 

Adjustments/Correspondence Branch and were not part of the 
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unpos table inventory. Similarly, cases involving returns that 

would not post to the m aster file because the rem ittance that 

was processed along with the return had not yet poste’d were 

handled by the Notice Review Unit in 1984, whereas this year 

they were part of the unpostable inventory. These two 

unpostable conditions added about 60,000 cases to Brookhaven’s 

unpostable inventory. An A tlanta Service Center official 

estim ated that these new unpqstable conditions accounted for 

about 12 percent of its total unpostable inventory in 1955. 

Data transcription errors also caused unpostable receipts 

to increase this year. For exam ple, this year, unlike prior 

years, entity data (nam es and social security num bers) on tax . 

returns were not key verified. E rrors in the entity data 

accounted for a substantial portion of the unpostable inventory 

in several service centers. For exam ple, the Kansas City . 

Service Center estim ated. that about 39 percent of its unpostable 

receipts were due to problems with entity data. 

Nine service centers also experienced problems resolving 

unpostable conditions because of com puter unavailability. Under 

the Generalized Unpostable F ram ework (GUF) system, which was 

implemented in 1985 and is the on-line system  used to work 

unpostable cases, tax exam iners in the unpostable unit are m ore 

dependent on com puter availability than they were in prior 

years. The tax exam iners need to use GUF to correct unpostable 

conditions and to close the cases. 
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The nine service centers cited GUF availability as a 

problem. The service centers did not keep records on the amount 

of time  GUF was unavailable. However, we did obtain estimates 

on GUF unavailability from three centers: (1) a Brookhaven 

official estimated GUF was not available about 46 percent of the 

time  during the January to May period, (2) an Atlanta official 

estimated that GUF was unavailable about 15 to 20 percent during 

peak periods, and (3) a Kansas City official said that the worst 

period for the service center was March through Hay when GUF was 

down about 172 hours. 

IRS' corrective action 

To reduce the number of unpostable cases caused by errors * 

in transcribing entity data, IRS, in August, required the 

service centers to key verify that data. In 1986 IRS plans to 

lim it key verification to those data transcribdrs who do not 

ma intain an acceptable quality level. Each service center is to 

determine its own acceptable quality level. 

Because they will have increased computer capacity in 1986, 

the service centers do not expect GUF availability to be a 

problem next year. 

Correspondence inventories increased 

Correspondence inventories at the 10 service centers 

as of the end of October ,1985 had increased by about 38 percent 

compared to a year ago (1.3 m illion versus 1 m illion). 

A ma jor reason given by officials at 8 of the 10 service 

centers for the high inventory levels was the unavailability of 
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the Integrated Data Retrieval System (IDRS) to work 

correspondence cases. IDRS is a realtime system that contains 

information on active taxpayer accounts. It is used to research 

accounts in response to taxpayer inquiries, enter adjustments to 

taxpayer accounts, and generate notices and letters to 

taxpayers. When IDRS is not available, tax examiners cannot do 

the research needed to work and close correspondence cases. 

Although the service centers did not keep formal records on the 

amount of time IDRS was unavailable to work correspondence 

cases, some estimates were made. For example, a Kansas City 

official estimated that from January 17 through April 30, IDRS 

was down about 120 hours, during 27 of the 74 scheduled . 

workdays. An Ogden official said that IDRS was available an 

average of 9 hours a day from October 1984 through May 19850-it 

was scheduled to be available 13 hours a day during this 

period. A Brookhaven official said that from January through 

June 1985, IDRS was never available on Mondays, and was 

unavailable periodically on Tuesdays through Fridays. 

Officials in five service centers said another reason for 

the high correspondence inventories was the requirement that IRS 

respond to a taxpayer inquiry within 7 days of receiving the 

inquiry if it could not be resolved within 14 days. According 

to the officials, the requirement created additional work 

because if the case could not be resolved within 14 days the 

service center would have to send the taxpayer two letters--one 

acknowledging receipt of the taxpayer inquiry and another 
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explaining how the inquiry was resolved. Also, staff were 

expending m ore tim e answering initial taxpayer inquiries and 

resolving .the easier correspondence cases. Because staff did 

not have enough tim e to work the m ore difficult cases, these 

cases rem ained in the correspondence inventory. As of the end 

of October 1985, IRS considered 73 percent of its correspondence * 

cases to be overaged com pared to 36 percent at the end of 

. October 1984. 

IRS’ corrective actions 

To reduce current and future taxpayer correspondence 

inventory levels, IRS took steps in August 1985 to reduce the 

num ber of tax return adjustm ents that result in taxpayer . 

correspondence. These changes included raising various 

tolerances such as those for m ath verifying taxpayers’ 

calculati’ons, issuing m ath error notices, and assessing. Federal 

Tax Deposit and estim ated tax penalties. IRS estim ated that 

raising these tolerance levels would reduce correspondence 

inventories by about 1.9 m illion cases annually. 

In addition, IRS tem porarily revised its tim e fram es for 

responding to taxpayer inquiries. Those revisions are due to 

expire December 31, 1985. During the 1985 filing season, 

service center’s were required to close a case within 14 days or, 

if unable to do so, send the taxpayer a letter, within 7 days, 

acknowledging receipt of the taxpayer’s inquiry. In Septem ber 

27 
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1 9 8 5 , th e  N a tio n a l O ffice  a u thor ized  th e  serv ice cen ters  to  

ex te n d  these  tim e  fra m e s  to  3 0  days  a n d  2 1  days , respec tively. 

T W O  Serv ice  cen ters  ( A tla n ta  a n d  Fresno)  a d o p te d  th e  ex te n d e d  

tim e  fram e s . 

N e w s p a p e r  accoun ts have  a l l eged , o n  m o r e  th a n  o n e  occasion,  

th a t a n o the r  s tep IRS took  to  m inim ize its work load , inc lud ing  

its co r respondence  inven tor ies,  was  to  sh red  o r  o therw ise  

inappropr ia te ly  des troy o r  d iscard  tax  re tu rns  a n d /o r  taxpayer  

co r respondence . W e  d iscussed two such  a l lega tions  in  a  repor t 

to  th e  S u b c o m m i tte e  o n  S e p te m b e r  3 0 , 1 9 8 5 , dea l ing  wi th th e  

A u s tin  a n d  F resno  Serv ice  C e n ters  ( G A O /G G D -85-89) . W e  a lso  

d iscussed var ious  inc idents a t th e  P h i lade lph ia  Serv ice  C e n te r  l 

in  a  fac t shee t th a t w e  p repa red  a t th e  reques t o f th e  S e n a te  

C o m m itte e  o n  F inance  a n d  S 'e n a tors  He inz  a n d  R o th  

( G A O /G G D - 8 6 0 2 5 F S ) . P e r titie n t 'excerp ts from  'those  two d o c u m e n ts 

a re  inc luded  in  th is  s tatement  as  a tta c h m e n ts II a n d  III. O u r  

work  ind icated th a t the re  we re  tim e s  w h e n  cer ta in emp loyees  

ac te d  inappropr ia tely, b u t it p rov ided  n o  ev idence  o f a  

system a tic e ffo r t,wi th in IRS to  w r o n g ful ly des troy re tu rns  

a n d /o r  co r respondence . 

P rob lems  a ffec te d  var ious  comp l iance  ac tivities 

C o m p u ter - re la ted a n d  o the r  p rocess ing  p rob lems  exper ienced  

by  th e  serv ice cen ters  in  1 9 8 5  a ffec te d  var ious  comp l iance  

ac tivities. A ccord ing  to  serv ice cen te r  o fficials, these  

p rob lems  resul ted in  
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--prematurely releasing refunds to taxpayers before IRS 
could investigate the validity of the refunds under its 
Questionable Refund Program and its Abusive Tax Shelter 
Detection Team program, 

--delaying the issuance of underreporter notices and 
de1 inquency not ices, and 

--requiring employees to manually generate reports to 
manage the examination programs. 

Questionable Refund Program 

IRS' Questionable Refund Program identifies potentially 

fraudulent refunds, such as those sought by persons filing more 

than one return for a particular tax year, and attempts to stop 

those refunds before they are issued. All service centers 

experienced difficulties in obtaining computer tapes or listings 

in time to stop many questionable refunds. Service center 

officials generally attributed these difficulties to 

insufficient computer capacity, IDRS downtime, and the low 

priority afforded this program. 

Delays in receiving computer products were aggravated by 

problems in physically locating tax returns containing the 

questionable refunds. Three service centers attributed this 

problem to inadequate location data on the computer products. 

Three other centers said the returns simply were not at the 

designated locations. 

According to a National Office official, during the 9 

months ended September 30, 1985, the service centers were unable 

to stop more than $1 million in refunds on over 500 of the 

almost 2,900 returns IRS identifi,ed as having questionable 

refunds. 



Abusive Tax Shelter 
Detection Team program 

IRS established Abusive Tax Shelter Detection Teams 

in 1985 to identify tax returns of investors in potentially 

abusive tax shelters and to suspend refunds from being 

issued until the questionable shelters could be reviewed. 

However, officials at 4 of the 10 service centers said that 

untimely receipt of computer-generated abusive tax shelter 

listings or difficulties in locating taxpayers’ returns 

within the service centers prevented them from delaying all 

refunds in potentially abusive tax shelters. 

For example, officials at Fresno and Austin said they . 

had problems delaying refunds on tax returns involving 

potentially abusive tax shelters because refund data were 

not updated timely by the Computer Branch due to processing 

delays. Atlanta and Kansas City officials said they were 

unable to stop some refunds because computer listings that 

identified tax returns with potentially abusive tax shelters 

were received late-- up to 21 days late at Kansas City. 

Atlanta officials also said their problem of stopping 

refunds was aggravated by not being able to find the 

applicable taxpayer returns in the service center when they 

were needed. The service centers did not have data on the 

number or amount of refunds not suspended due to these 

problems. 



Underreporter program 

Computer-related problems at 8 of the 10 service centers 

caused delays in the issuance of underreporter notices to 

taxpayers. These notices are the result of matching income 

reported by taxpayers on their tax returns to the income 

reported by third parties on information returns, such as 

interest income reported by a bank. The notices are usually 

processed weekly, but this year issuance was sometimes delayed 2 

to 5 weeks primarily because higher priority was given to 
____ - 

processing tax returns than to generating the notices. Instead 

of a continuous and smooth flow, notices were often issued in 

large batches. For example, the Brookhaven Service Center I 

twice issued about 50,000 notices in a week, compared to its 

weekly average of 25,000. A large batch of issuances meant, in 

turn I that the service centers would receive the taxpayers’ 

responses in large batches, making it difficult for them to 

process those responses timely. : 

Collection notices 

Because of the problems IRS experienced during 1985 

processing returns and payments, some tax return information did 

not get posted to taxpayers’ master file records in time to 

prevent the computer from generating return delinquency and 

balance due notices. 

Officials at 7 of the 10 service centers said that they 

delayed mailings of delinquency notices so that they could be 

screened to determine if the returns had posted to the master 
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file after the notices were generated. For example, about 

114,700 delinquency notices scheduled to be sent out from Fresno 

in April 1985 were delayed until mid-May to allow additional 

time to research and correct any errors. All but 8,000 of the 

delinquency notices were delayed a second time, in mid-May, and , 

were reprinted and mailed during the July-September quarter. 

The service centers also were concerned that some balance ' 

due notices may have been generated before the payments posted 

to the master file and undertook special procedures in response 

to this problem. For example, the arookhaven Service Center 

began reviewing balance due notices in January 1985. F ram 

January to October 1985, the service center reviewed about * 

792,000 notices; about 147,000, or 19 percent, of the notices 

were found to be erroneous and'were stopped. 

Examination program management 

All service centers experienced some problems with 

management reports generated by the Audit Information Management 

System (AIMS). The service center's Examination Branch uses the 

reports from this system to help it manage its workloads. These 

reports, which contain information on the status of examination 

eases, examination accomplishments, and resources usage, were 

not produced timely, or in some cas&s accurately. As a result, 
-.. 



additional resources were used 

data. For example, Cincinnati 

to manually generate management 

officials said they spent at 

least 3 staff years maintaining manual controls on their 

management reports. Examination Branch staff had to manually 

track closed cases and check each case against the AIMS report 

to assure accuracy of the report. 

Another common problem experienced by the Examination 

Sranches was that AI% would not accept taxpayer assessments 

made within 90 days of the statute expiration date. As a 

result, these assessments had to be made manually. For example, 

3rookhaven officials said they spent 1,400 hours manually 

processing about 10,000 assessments in 1985. Hemphis officials 

said they manually processed between 5,000 and 6,000 assessments 

in 1985. Fresno officials estimated that they processed between 
. 

4,000 and 5,000 assessments manually. 

IRS' corrective actions 

The problems experienced by the compliance activities this 

year were due to delays in processing tax returns and payments 

and in generating computer reports and listings. Because the 

service centers expect to be able to efficiently and effectively 

process and control all tax documents in 1986, they do not 

expect to encounter similar problems next year. 



Quality assurance function not effective 

All 10 service centers experienced difficulties performing 

quality assurance reviews of the DIS and ERS functions. In 

addition, the'Notice Review Units at five centers had problems 

reviewing taxpayer notices in a timely manner. Also, 5 of the , 

10 service centers 'were affected by late receipt of quality 

assurance reports. The above problems may have contributed to 

the centers issuing erroneous math error notices. 

ERS 

Erroneous math error notices were issued, in part, because 

quality reviewers wer e unable to comprehensively review work 

done on ERS. Returns that fail the computer's math and validity 

checks are reviewed by tax examiners in the error correction 

unit to determine whether the taxpayer made a math error and 

should be sent a notice. Quality review of the work done on 

ERS, which is used to correct computer-identified errors, was 

based on a computer-selected sample of tax examiners' work. 

However, the sample selection criteria skewed the sample toward 

the easier work done by tax examiners. For example, if a tax 

examiner worked errors on 10400EZ returns and 1040 Business and 

Farm returns on the same day, the quality assurance sample would 

most likely come from the less * complicated 1040-EZ returns. 

This skewing of quality assurance efforts toward less 

complicated returns notonly made it hard for 12s to get a true 

indication of quality but also reduced the review of the more 
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complicated returns that are more likely to result in math error 

notices. Quality review was further hampered because the 

Computer-generated printout used by quality reviewers to 

determine the corrections tax examiners made to tax returns were 

difficult to read. In addition, quality reviewers had a 

difficult time locating tax returns needed to perform their 

reviews because the returns had been moved to the filing area I 

and were commingled with returns that had completed processing. 

DIS 

illany erroneous math error notices are initially caused by 

data transcription errors. Therefore, it is important that an 

effective quality review be done on the work done by DIS 

operators in transcribing return information. This year, 

however, quality reviewers encountered problems reviewing that 

work. 

Similar to ERS, quality review samples for DIS operators 

are computer generated and records of DIS operators work are 

printed out for use by quality review staff. The quality 

reviewers use both IDRS and the original entry documents to 

verify the DIS entries. Delays in printing DIS quality review 

samples and difficulties locating documents in the service 

centers contributed to delaying and degrading the quality 

reviews. These problems not only delayed quality feedback to 

both data transcribers and supervisors but also increased the 

workload of the error correction units, 
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--entry level salaries that were often lower than those 
offered by local fast food restaurants, and 

--limited public transportation. 

Besides tax return processing, other service center 

functions were affected by the shortage of experienced staff. 

For example: 

--Between December 1984 and March 1985, Sperry Corporation 
performed computer system audits at each of IRS’ service 
centers and found that 8 of the 10 centers did not have. 
sufficient program analysts in their computer branches to 
provide adequate coverage during the filing season. 
Program analysts are responsible for helping to assure 
that computers operate efficiently and that computer 
programs generate the desired products on a timely basis. 

--Officials at all of the service centers said they 
experienced staffing problems during 1985 in the division 
that handles correspondence with taxpayers. Many of the 
problems resulted from attrition of experienced personnel 
who were looking for either higher graded or more 
permanent positions, and were aggravated by difficulties 
in hiring and training replacements. 

-Four centers experienced staff reductions in the 
Examination Branch, which is responsible for reviewing 
tax returns for audit potential and handling those audit 
issues that can be resolved by correspondence with the 
taxpayer. According to service center officials, those 
staff reductions sometimes resulted in delayed 
assessments or the potential for lost revenues. Fresno 
and Memphis, for example, curtailed their non-filer 
examination programs. Under this program, taxes are 
assessed on those identified non-filers who do not file 
their returns after being contacted by IRS. Curtailment 

. of the program in Fresno resulted in delayed assessments 
of taxes and penalties of about $75 million until 1986, 
at which time the service center plans to work the 1985 
cases. A Memphis official said the center does not plan 
to work its 1985 cases in subsequent years. Xemphis 
officials estimated that potential revenues of about $16 
million could be lost if those cases are not worked. 

IRS ’ corrective actions 

At the time of our inquiries, individual service centers 

and 13s’ national office were considering various strategies to 

overcome staff recruitment and retention problems. We do not 



Notice review unit 

A service center’s Notice Review Unit reviews, on a Sample 

basis, math error notices before they are mailed to taxpayers. 

Notice review is the last opportunity the centers have to 

prevent issuing erroneous math error notices. Accor.ding to 

officials in five service centers, the Notice Review Units 

encountered difficulties reviewing notices this year because the 

units consistently received notices a day later this year than 

in prior years. Last year the units received the notices on 

Monday; this year they received them on Tuesday. The notices 

show the following Monday as the assessment date. This means 

that the notices need to be sent out no later than Friday. * 

Thus, the centers had one less day during the week to review the 

notices before they had to be sent out. Officials at- 5 of the 

10 service centers also said they had difficulties locating the 

tax returns needed to conduct the reviews. 

(Quality assurance reports - 
Five of the 10 service centers stated that, because the 

computer was needed to process tax returns and other high 

priority items, quality review reports were often not timely. 

This lack of,timeliness affected service center functions 

because managers could not easily isolate problem areas and take 

corrective action. The quality assurance staff manually 

produced reports when they did not have computer-generated 

reports available, but that was more time consuming. 
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IRS' corrective actions 

For 1986, IRS plans to improve its overall quality review 

efforts by increasing the quality review staffing from 4 percent 

to 5 percent of total direct staff hours worked, resources 

permitting. According to National Office officials, IX3 has 

modified the sample selection criterion on ERS to allow quality 

reviewers to examine all types of returns corrected by tax 

examiners and has made the quality review printout easier to 

read. National Office officials report that DIS quality review 

has been changed to allow quality reviewers to do their review 

on-line, which should eliminate a need for the computer- 

generated quality review sample record. According to IRS, . 

however, that change is dependent on the availability of DIS 

terminals, which could become a problem during peak processing 

periods. To further prevent erroneous math'error notices from 

being issued, National Office officials said the centers will 

increase the number of math error notices reviewed. Hational 

Office officials also said the criteria used to select notices 

for review is being changed to better ensure that notices with a 

high potential for error will be reviewed. 

Problems hiring and retainin,g staff 

Officials at several service centers said that they had 

problems attracting new employees and retaining experienced 

employees. They cited various reasons, including 

--lack of part-time work and flexible work hours, 

--job stress due to performance standards, 

--the short term nature of seasonal employment, 



know to what extent those strategies have been or will be 

implemented. 

Andover officials told us, for example, that they expect 

their staffing problems to worsen in 1986 because of attrition 

and an expected 25 percent increase in workload from new work 

being shifted to the service center. To keep employees from 

leaving, the center is establishing a child care facility and an 

employee health improvement program and is considering filling 

some part-time positions on a permanent basis. 

IRS’ National Office has indicated that to help overcome 

staff problems, it is considering, among other things, 

--use of “off-site” facilities where. feasible and 
practical; 

l 

--in-depth exit interviews and collection of a data base of 
reasons/conditions for leaving; 

--training and development of in-house ‘recruitment planning 
expertise, or contracting with professional consultants 
in recruitment and retention planning: and 

--use of multifunctional personnel. 

Training problems 

As mentioned earl ier , IRS introduced several new input 

systems during 1985. Those new systems incorporated technology 

and functions not available previously to the service centers. 

During our review, we identified certain problems that arose due 

to I or at least were exacerbated by, staff unfamiliarity with 

the new input systems. As we discussed earlier, for example, 

each of the service centers experienced problems this year with 

data not transferring from the DIS minicomputer to the master 
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computer. A significant factor contributing to that problem was 

the fact that some operators and managers were not fully trained 

on DIS and thus misused the mode key on the DIS terminal 

keyboard. 

Such problems indicate that service center staff were not 

trained as well as might have been expected prior to the 1985 

processing season. In that regard, service center officials I 

reported that they encountered various types of employee 

training problems during 1985, including (1) late receipt of 

training materials: (2) late presentation of training due to the 

late receipt of materials, the lack of adequate training 

facilities to handle the large number of new hires to be . 

trained, and the unavailability of computer time for training 

.purposes; (3) insufficient and inadequately prepared 

instructors; and (4) insufficient training of managers. 

Processing Division officials at four centers told us that 

the untimely receipt of training materials, which they 

considered inadequate in some cases, caused problems in 

processing tax return data. For example, Austin and Atlanta 

officials said that inadequate training and training materials 

caused problems with the system used for inputting taxpayer 

remittance data into-the computer. As a result, some payments 

did not get processed into the computer, while in other cases 

remittance data were not transcribed in the proper sequence. 
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IRS'  correct ive ac tions  

IRS' N a tiona l  O ffice a n d  ind iv idua l  serv ice cen ters  have  

deve loped  n e w  t ra in ing m a ter ia ls  a n d  c lasses to  address  th e  

p rob lems  iden tifie d  in  1 9 8 5 . T h e  N a tiona l  O ffice has  

es tab l i shed  a  system  to  m o n i to r  th e  p rocess ing  o f m a n u a l s  a n d  

t ra in ing m a ter ia ls  to  th e  serv ice cen ters  so  as  to  assure  tim e ly 

del ivery.  Fur th e r m o r e , th e  N a tiona l  O ffice has  issued rev ised ' 

instructor gu ides  to  b e tte r  p repa re  instructors fo r  the i r  

teach ing  d u ties . .--- 
A  n e w  t ra in ing curr icu lum,  comb in ing  on - the - job  t ra in ing 

wi th fo rma l i zed  courses,  has  b e e n  deve loped  fo r  serv ice cen te r  

pe rsonne l  work ing  wi th th e  c o m p u ters. T h a t cur r icu lum inc ludes*  

t ra in ing fo r  

--al l  serv ice cen te r  IDRS te rmina l  o p e r a tors  in  s tandard  -  
te rm ina l  o p e r a tions  a n d  t roub le-shoot ing  p rocedures ; 

--al l  serv ice cen te r  m a n a g e r s  o n  th e  re la t ionships b e tween  
a u to m a te d  p rocess ing  system s a n d  th e  impac t o f those  
system s o n  cen te r  o p e r a tions ; 

--al l  serv ice cen te r  f irst- l ine m a n a g e r s  in  work load  
m a n a g e m e n t a n d  con trols a n d  in  ear ly  p r o b l e m  
iden tif ication a n d  resolut ion;  a n d  

--al l  C o m p u ter  B ranch  m a n a g e r s , p r o g r a m m e r s , o p e r a tors, 
analystS,  a n d  o the r  emp loyees  o n  th e  concep ts a n d  system  
appl icat ions n e e d e d  to  b e tte r  pe r fo r m  the i r  jobs.  

In  D e c e m b e r  1 9 8 5 , w e  con tac te d  each  o f th e  serv ice cen ters  

a n d  we re  to ld  th a t de l ivery  o f t ra in ing m a terials,  t ra in ing o f 

instructors, a n d  e m p l o y e e  t ra in ing we re  o n  schedu le . 

W H A T  W IL L  H A P P E N  IN 1 9 8 6 ?  

IRS does  n o t a n t icipate m a jor  p rocess ing  p rob lems  in  1 9 8 6 . 

IRS'  bel ief  is b a s e d  o n  th e  ac tions  it has  taken , is tak ing , a n d  
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plans to take to counter the problems it had in 1985. These 

actions include 

--increasing the computer capacity at its 10 service 
centers by adding a total of 20 central processing units 
and related peripheral equipment; 

--increasing the efficiency of its computer programs, 
’ including reducing the time  needed to process its weekend 

workload ; 

--increasing its training efforts for service center staff, 
particularly in the computer and processing areas; 

--budgeting more time  for quality assurance functions and 
improving some of its quality review procedures; and 

--adding more returns processing controls, both manual and 
automated. 

Another factor that should help IRS is the fact that , 

Internal Audit plans to devote considerable resources to service 

center operations next year, which should help management more 

quickly identify problems and design solutions. Considering 

’ that IRS has had a year’s experience with its new systems, we 

believe that those actions, if appropriately implemented, should 

go a long way toward alleviating many of the problems 

experienced in 1985. 

W e  do, however, have some concerns about (1) certain 

factors that could cause problems during the 1986 processing 

season: (2) certain matters that may not adversely affect IRS’ 

ability to process returns but that could, we believe, adversely 

affect the tax administration system; and (3) issues that go 

beyond next year. 



Concerns about the 1986 
processing season 

Despite the prospects for a smoother 1986 processing 

season, five unknowns cause us some concern. These relate to 

(1) whether the service centers will be able to reduce their 

correspondence and unpostable inventories to manageable levels . 

before January 1, 1986; (2) whether IRS strategies to alleviate 

staffing problems will be effective: (3) whether sufficient ' 

controls have been implemented to insure that computer tapes 

containing tax return and payment data are processed timely: (4) 

whether peripheral computer equipment will be delivered in a 

timely manner; and (5) whether the service centers' front-end 

processors will be able to process IRS' realtime workload. 

Inventory levels 

A maj'or concern with respect to 1986 is whether the service 

centers will be able to reduce their correspondence and 

unpostable inventories to manageable levels by the end of this 

year. As of October 24, 1985, Cincinnati was the only service 

center that had reduced both those inventories to levels 

approximating what IRS considers manageable. 

IRS considers a correspondence inventory manageable when no 

cases are uncontrolled beyond 14 days after IRS received the 

correspondence and no more than 20 percent of the controlled 

cases are 45 days old or older. As the tables in attachment IV 

show, the correspondence inventories at each of the service 

centers, except Cincinnati, exceeded the 20 percent criterion as 

of the end of October. At four of those centers (Atlanta, 



Brookhaven, Memphis, and Philadelphia) the number of controlled 

correspondence cases older than 45 days was in excess of 80 

percent. 

IRS considers an unpostable inventory manageable if no more 

than 20 percent of the cases has been in the inventory anywhere 

from 3 to 10 weeks, depending on the unpostable condition 

involved. As of the end of October 1985, only three service I 

centers (Cincinnati, Ogden, and Andover) had unpostable 

inventories that included less than 30 percent overage cases. 

If the service centers cannot get their correspondence and 

unpostable inventories down to a manageable level by the 

beginning of 1986, taxpayers could again experience delays in l 

getting their inquiries answered and their transactions posted 

to the master file. 

Staffing 

IRS’ ability to hire and retain service center staff; 

especially in the returns processing area, is not an issue that 

first arose in 1985. The conditions that service center 

off fcials cited, such as low pay and undesirable working 

conditions, existed before 1985 and will continue, to some 

degree, in 1986. IRS has developed certain strategies that it 

hopes will help alleviate those problems, but there is no way of 

knowing, yet, how successful those strategies will be. 

Another factor that contributes to our uncertainty about 

whether IRS will have adequate staffing in all locations is IRS’ 

decision to redistribute service center workload effective 
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January 1, 1986. As shown in the following table, that 

redistribution involves six service centers: 

Realigned Losing 
District Office Service Center 

Gaining 
Service.Center 

Sacramento 
St. Paul 
Louisville 
Parkersburg 
Little Rock 

Fresno 
Ogden 
Memphis 
Memphis 
Austin 

Ogden 
Andover 
Cincinnati 
Cincinnati 
Memphis 

Nhat remains to be seen is whether the gaining service 

centers can effectively staff the increased workload. 

Data obtained from IRS indicates that the Cincinnati and Andover 

Service Centers would seem the most vulnerable. The data . 

indicates that the returns processing functions in both those 

centers will experience a workload increase in excess of 20 

percent as a result of*the redistribution. <Such an increase 
. 

could cause problems if the service centers are unable to obtain 

the necessary staff to handle that work. Also, the centers 

could have problems trying to train the additional hires needed 

to handle the increased workload. 

Controls over computer tapes 

As we noted earlier, one of the difficulties IRS 

experienced this year involved the untimely processing of 

computer tapes containing tax return and payment data, We had 

discussed this problem, as it related to the Philadelphia 

Service Center, in an April 24, 1985, document addressed to the 

Chairman of the Subcommittee on Oversight. Unless appropriate 

management controls have been implemented, IRS cannot be assured 



.  

. ,  . ,  , .  r  _ , I ,_  /, l  il .,,‘I‘ , , ,  ..” 

- I  
i 

, .  

.  

th a t th is  p r o b l e m  wil l  n o t occur  aga in  in  1 9 8 6 . IRS'  In te rna l  

A u d i t has  b e e n  conduc tin g  a  n a tiona l ly  coord ina te d  rev iew o f 

m a n a g e m e n t con trols in  th e  serv ice cen ters'  c o m p u ter  branches  

a n d , w e  unde rs ta n d , wil l  b e  issu ing a  repor t shor tly. B e c a u s e  

o f In te rna l  A u d it's i nvo lvement a n d  our  o w n  tim e  cons traints, w e  ~  

d id n o t assess c o m p u ter  b ranch  con tro ls. 

Per iphera l  c o m p u ter  e q u i p m e n t 

IRS has  u p g r a d e d  th e  c o m p u ter  capaci ty  a t al l  1 0  serv ice 

cen ters  by  add ing  a  to ta l o f 2 0  cen tral p rocess ing  un i ts to  th e  

1 9 8 5  c o m p l e m e n t o f 4 8  cen tral p rocess ing  un i ts, T h e  cen tral 

p rocess ing  un i ts have  al l  b e e n  de l i vered  a n d  site p repa ra tio n  

has  b e e n  comp le te d  a t th e  serv ice cen ters. Howeve r , de l ivery  o f 

th e  per iphera l  e q u i p m e n t- th e  d isk con trol lers a n d  d isk dr ives 

n e e d e d  to  fu l ly use  th e  c o m p u ters'  capaci ty--wi l l  n o t. b e  

comp le te d  a t th e  beg inn ing  o f th e  f i l ing season . B y January , 

3 8  o f th e  5 2  d isk con trol lers a n d  1 0 0  o f th e  1 7 6  d isk dr ives IRS 

has  o rde red  fo r  th e  n e w  processors  wi l l  b e  instal led. T h e  

rema in ing  1 4  con trol lers a n d  7 6  d isk dr ives a re  schedu led  to  b e  

de l i vered  in  lY a r c h  1 9 8 6 . In  D e c e m b e r , IRS o fficials to ld  us  

th a t th e  e q u i p m e n t schedu led  fo r  de l ivery  in  Narch  is n o t n e e d e d  

fo r  re tu rns  p rocess ing  in  1 9 8 6  a n d  its de l ivery  m a y  b e  de layed . 

A s d iscussed b e fo re , th e  fou r  largest  serv ice cen ters  we re  

unab le  to  use  al l  o f the i r  cen tral p rocess ing  un i ts ear ly  in  

1 9 8 5  d u e  to  a  late de l ivery  o f per iphera l  e q u i p m e n t- -one o f th e  

fac tors  th a t a ffec te d  the i r  pe r fo r m a n c e . Th is  cou ld  b e  a  fac to r  

in  1 9 8 6  if th e  per iphera l  e q u i p m e n t assoc ia ted wi th th e  m o s t 

recen tly insta l led p rocess ing  un i ts is n e e d e d  b u t n o t de l i vered  
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on tim e. Also, any equipm ent installation during the filing 
season could have a disruptive effect on service center 
processing. Typically, new hardware is installed at com puter 
centers during tim es that are least disruptive to production 
processing-- nights or weekends. During the tax filing season, 
there is no least disruptive tim e. 

Accordingly, IRS should firm  up, as soon as possible, its ' 
decision about the need for the equipm ent to be delivered in 
M arch so that it can take steps to either (1) ensure that the I 
equipm ent is delivered on tim e or (2) defer delivery until after 
the filing season. 

F ront-end processors 
We are concerned whether the front-end processors to the 

m ain Univac com puters at each service center will have enough 
capacity and reliability to process IRS' realtim e workload. 
F ront-end processors are the com puters through which all on-line 
inquiries via com puter term inals m ust pass to get access to key 
IRS data bases on IRS' m ain Univac com puters. The data bases 
are used by various service center functions such as those 
responsible for responding to taxpayer inquiries, processing 
refunds and adjustm ents to taxpayers accounts, exam ining 
taxpayer returns, collecting taxes, and investigating tax 
crim es. Each service center has one front-end processor. If 
that unit fails, access to the m ain com puters is not possible 
until the unit is repairad. To illustrate that this situation 
can occur, an IRS National Office official told us that the 
front-end processor at the A tlanta Service Center was down for 
about 30 hours just recently and that Sperry Corporation flew in 
a replacem ent. 

An additional concern involves the potential for an 
increase in the workload to be processed by the “front-end .I’ 
Considering the current backlog of correspondence and IRS’ 
stated intent to emphasize taxpayer service for the com ing year, 
the capacity of the front-end processors m ay becom e a problem . 



The increased workload could lengthen computer terminal response 

time and further increase IRS' backlogs. 

As a solution to these problems, IRS has awarded a contract 

to replace the front-end processors but the contract is being 

protested. The earliest planned installation of a new front-end 

processor at a service center is August 19860-after the filing 

season. 

Concerns about the tax 
administration system 

Among the many steps IRS took in trying to deal with the 

problems encountered in 1985 were two that'we recommend IRS 

reconsider-- one (changes to various tolerances) because we 

believe it goes too far, the other (a decision to partially ke; 

verify certain data) because we believe it does not go far 
. 

enough. Our concerns here relate more to the potential impact 

on the tax system than to the potential impact on the 1986 

processing season. 

Tolerances 

One of the steps IRS took in an attempt to reduce its 

correspondence inventories to manageable levels was to increase 

several of its tolerances so as to reduce the number of taxpayer 

accounts needing adjustment and thus the volume of taxpayer 

correspondence. IRS estimated, for example, that raising the 
-. 

tolerance for assessing the Federal Tax Deposit penalty would 

reduce correspondence inventories by 1.7 million cases and would 

save 74 staff years. Considering IRS' estimate that increasing 

the tolerance would also generate an annual revenue loss of $185 



million, we are concerned that the disadvantages associated with 

the increased tolerances may outweigh the advantages. Our 

concern about tolerances is also fueled by a concern for 

taxpayer equity and those taxpayers who dutifully comply with 

the tax laws. 

Key verification 

As we discussed earlier, IRS has decided to require that I 

entity data from tax returns be key verified only for those data 

transcribers who do not maintain acceptable quality levels. We 

understand, in talking to National Office-o-fficials, that the 

decision to limit key verification was predicated on the 

availability of resources. We recognize that IRS does not have 

unlimited resources. Given what is at stake, however, we think 

IRS should reconsider whether key verification is the most . 

appropriate place to save resources. We believe it is vital, 

from a taxpayer relations standpoint, that IRS do its utmost to 

process tax returns accurately and timely, IRS’ problems during 

the past processing season resulted, in part, from erroneously 

transcribed tax return entity data, causing returns not to post 

to the master file and thus delaying refunds and generating 

taxpayer inquiries. We think IRS is taking an unnecessary risk 

by limiting key verification of that data. In our opinion, a 

better approach would be to begin the season with 100 percent 

key verification of entity data and reduce that level if 

performance shows that original entry accuracy is within an 

acceptable range over a period of time. 
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Concerns a&out some 
longer term issues 

in considering the future, it is important that we not 

limit our concerns to 1986. As we have discussed in this 

document, this year’s difficulties were due, in large part, to 

problems related to the Service Center Replacement System. We * 

have been reviewing the acquisition and implementation of SCRS 

’ at the Subcommittee’s request and will be issuing a separate 

report next year. Although it is too early for us to reach 

conclusions on most of the issues we are pursuing, one issue we 

see developing-- an issue that we think was crucial to successful 

implementation of SCRS --bears mentioning in this statement 
. 

. 

because it relates to a recurring theme. That theme is the lack 

of a proper focal point for managing a procurement through 

design and implementation. 

In June 1979, for example., GAO reported on the need for IRS 

to better plan for and control its ADP resources (GGD-79-48). 

We pointed out, among other things, the need for a an 

appropriate focal point within the organization to exercise 

control over major systems during their design and 

implementat ion. In our opinion, SCRS provides indications that 

problems were experienced, or at least exacerbated, due to the 

absence of such a focal point. 

IRS established a Systems Development Office to plan for, 

support, and initiate SCXS. Among other things, that Office was 

responsible for feasibility studies, conversion studies, and 

transition plans. The transition plans were the basic 
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m a n a g e m e n t too l  fo r  p rov id ing  a  m e th o d  o f mov ing  from  th e  o ld  

system s to  r ep lacemen t system s. T h e  p lans  i den tifie d  m i lestones 

a n d  ass igned  responsib i l i ty  fo r  th e  var ious  i m p l e m e n ta tio n  

steps. These  responsib i l i t ies inc luded  e q u i p m e n t p r o c u r e m e n t, 

site p repa ra tio n , appl icat ions so ftwa re  d e v e l o p m e n t, so ftwa re  

tes tin g , e q u i p m e n t instal lat ion, a n d  pe rsonne l  t raining.  

O n c e  - the overa l l  p lans  we re  in  p lace  a n d  th e  S C R S  project  

was  started, howeve r , th e  S ystem s D e v e l o p m e n t O ffice was  

d i sbanded . E a c h  func tiona l  o rgan iza tio n  i den tifie d  in  th e  

t ransi t ion p lans  was  respons ib le  fo r  m a n a g ing  its pa r t o f th e  

project.  The re  was  n o  con trol l ing o rgan iza tiona l  c o m p o n e n t to  

ove rsee  th e  overa l l  p rogress  o f S C R S . A s a  result,  cri t ical * 

m a n a g e m e n t func tions , such  as  ensur ing  th a t system  s iz ing 

a s s u m p tions  we re  a d h e r e d  to , m i lestone d a tes  we re  reasonab le , 

a n d  so ftwa re  was  ful ly tes te d  b e fo re  it was 'im p l e m e n te d , we re  

n o t e ffec tively car r ied  o u t. 

B e c a u s e  IRS p lans  to  rep lace  S C R S , th r o u g h  a n o the r  m a jor  

p r o c u r e m e n t, by  1 9 8 9  a n d  th e n  aga in  in  th e  ear ly  1 9 9 O s , it is 

impo r ta n t th a t IRS take  th e  steps necessary  to  insure  th a t those  

system s a r e  b r o u g h t o n  l ine m o r e  s m o o th ly  th a n  was  S C R S . K e y  in  

th a t rega rd  is es tab l i shmen t o f a n  approp r ia te  foca l  po in t 

wi th in th e  o rgan iza tio n  to  m a n a g e  th e  system  des ign  a n d  

i m p l e m e n ta tio n . 

A n o the r  long- te r m  concern  re lates to  c o m m u n i c a tio n . A s w e  

d id  ou r  work , it s e e m e d  to  us  as  if s o m e  serv ice cen ters  we re  

do ing  a  b e tte r  job  o f isolat ing p rob lems  a n d  reac tin g  to  th o s e  

p rob lems  th a n  w e r e  o thers . It s e e m e d  to  us  a lso  th a t IR S , as  a  
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l dho le  , m igh t have  b e e n , b e tte r  ab le  to  dea l  wi th th is  year’s 

p rob lems  if know ledge  o f those  p rob lems  h a d  b e e n  m o r e  tim e ly 

c o m m u n i c a te d  to  th e  approp r ia te  levels  o f m a n a g e m e n t wi th in a n d  

o u tside a  pa r t icular serv ice cen te r  a n d  if a  pa r t icular cen te r’s 

solut ions to  those  p rob lems  we re  b e tte r  c o m m u n i c a te d  to  th e  

N a tiona l  O ffice a n d  to  o the r  cen ters. 

A s a  resul t  o f th is  year’s p rob lems , it - seems  r e a s o n a b l e  t0  

be l ieve  th a t IRS emp loyees  wil l  b e  m o r e  sensi t ive to  cond i tions  -  

th a t cou ld  l ead  to  p rob lems  in  1 9 8 6  a n d  wil l  b e  qu ick  to  

c o m m u n i c a te  those  p rob lems  to  th e  approp r ia te  level  o f 

m a n a g e m e n t. IRS p lans  to  es tab l ish  a  240hou r -a -day , 

7 -day -a -week  c o m m a n d  pos t a t th e  N a tiona l  O ffice a re  indicat ive’, 

w e  b e 1  ieve,  o f its recogn i tio n  o f th e  n e e d  fo r  th a t k ind  o f 

c o m m u n i c a tion -  a l though  th a t c o m m a n d  pos t has  n o t ye t b e e n  

tes te d  in  o p e r a tio n . 

O n  D e c e m b e r  1 1  , 1 9 8 5 , a n  IRS N a tiona l  O ffice o fficial,told 

us  th e  c o m m a n d  pos t wou ld  hand le  u r g e n t C o m p u ter  B ranch  p rob lems  

a n d  wou ld  b e  staffed by  two pe rsons  pe r  shift w h o  wou ld  b e  

respons ib le  fo r  (1)  fie ld ing  cal ls from  th e  serv ice cen ters, (2)  

appr is ing  approp r ia te  pe rsons  o f th e  p r o b l e m , (3)  fo l low ing  u p  

to  m a k e  sure  ac tio n  has  b e e n  taken  o n  th e  p r o b l e m , a n d  (4)  

d i ssemina tin g  inform a tio n  o n  th e  p r o b l e m  a n d  th e  correct ive 

ac tio n  to  o the r  serv ice cen ters. W e  we re  to ld  th a t th e  c o m m a n d  

p o s t shou ld  b e  o p e r a tio n a l  by  th e  s e c o n d  or  th i rd  w e e k  in  

January  1 9 8 6 . 

T h e  success o f th e  c o m m a n d  pos t concep t as  wel l  as  o the r  

IRS ac tions  wil l  d e p e n d  o n  (I) w h e the r  IRS’ o rgan iza tio n  
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facilitates effective communications between and among service 

centers and between service centers and the National Office, (2) 

whether IRS' management information system provides the type of 

information management needs to identify problems before they 

get out of control and whether that information is being used 

effectively, and (3) whether IRS' use of productivity standards 

fosters the kind of competition between service centers and 

individual managers that might discourage them from surfacing 

problems and seeking solutions. 

. 

This concludes my prepared statement. ,We would be pleased 

to respond to any questions. 
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ATTACHMENT 1 ATTACHMENT I 

SERVICE CENTER PRODUCTIVITY 

Productivity is a key measure of how well an organization 
is performing. Productivity in a public sector organization is 
analogous, we believe, to the degree of profits produced in a 
private business. Using data obtained from IRS' management 
information system, we measured productivity at the IRS service 
centers in terms of the volume of work produced (e.g., tax 
returns processed) as compared to the staff hours used to do 
that work. 

AS shown in the following table and depicted in the chart 
on the next page, service center productivity during the January 
to June filing season increased between 1982 and 1984 but then . 
decreased in 1985. 

January to June Productivity Trends 

Input output 

1982 (base) 100.0 100.0 

1983 92.2 107.2 

1984 92.5 102.1 

1985 114.9 105.8 

Source: IRS Work Planning and Control 

From 1982 through 1984, service center 
increased 10 percent because work completed 
while the staff hours to complete that work 

Productivity 

100.0 

116.3 

110.4 

92.1 

System. 

productivity 
(output) increased 
(input) decreased. 

In 1985, however, workload increased slightly, but the staff 
hours to complete that work increased about 24 percent over 
1984. The result: a significant downturn in productivity. 
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ATTACHMENT I ATTACHMENT I 

The staff cost of that productivity decline is 
significant. If productivity had remained constant between 1984 
and 1985 rather than going down, the staff hours required to do 
the work in 1985 would have been 2.7 million hours less than was 
actually used. Using IRS data on the average cost of a service 
center staff hour, the cost of those staff hours is about $24.7 
million. If overhead is added to those staff hours, the cost 
increases to about $38.6 million. 

We also estimated annual trends for the 4 years. Because 
1985 was not complete at the time of our review, we estimated 
input and output for the last half of 1985. The results were 
similar to the January to June trends. Productivity increased 
regularly through 1984, but declined about 18 percentage points , 
in 1985. We estimate this decline cost the service centers 4.4 
million staff hours at a direct cost of almost $41 million. If 
overhead is included,. our estimated cost increases to almost $64 
million. 

Productivity of major functions 
Major service center functions where bottlenecks occurred 

during the 1985 filing season showed similar productivity 
declines. For example, the returns processing functions, 
consisting of Receipt and Control, Code and Edit, and Data 
Conversion, produced the following January to June productivity 
trends: 



: ATTACHMENT I ATTACHMENT I 

Pipeline Productivity (January to June) 

Input output Productivity 

1982 (base) 100.0 100.0 100.0 

1983 85.5 92.1 

91.4 

101.6 

107.7 

Although productivity for the processing functions 
increased significantly through 1984, it took a significant drop 
during the 1985 filing period. While output increased slightly, 
the staff hours used to produce that work increased about 24 
percent. We estimate the cost of the additional staff hours at 
about $6.4 million for the direct time and about $10 million 
including overhead. 

We also reviewed the productivity of those functions 
responsible-for controlling taxpayer correspondence. Because 
the workload for these functions is more year-round than 
seasonal, we reviewed these productivity trends on an annual 
basis. Productivity increased from 1982 through 1984, then 
declined about 28 percentage points in 1985 because staff years 
to handle taxpayer inquiries increased about 29 percent while 
work completed declined minimally. The estimated cost of the 
additional direct staff hours was about $6.8 million. 
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Besearch =-~3C3dureS 

‘Xhen ~rocass Fng taxgayeri ’ izqiiries on 
ac=3unCs, t,ie ~,OiVOWi~*~ rese arch ac:icns are 

i . 

2. 

3. 

The taxpayer inquiry is analyzed ta . _ 

balance due 
rqiired. 

dettrnine. what 

13RS is checked to detstrnine the status or' the 
taqayer's account and whether a payment trad gosted 
to the acmunt after the balance due RotFca in 
question was issued. If fDRS shows that the iray- 
Rlent 'nas gosted to the taxgayer's accxnt, the case 
can be closed. 
-0 LA the=3 is not e.?ouqh i;llorzIation on f3XS t3 close 
tSe case t a master file transcript 0E tS3 tax- 
?ay%r*s account is requested. if the :ransczi?t 
sihows that tSe _3ayment Fn question has 5een 
resolved, ' c.3 e case can 'ae closed, ir' not, nor3 
r3searcS must Se done, such as zeviewinq the 
taxgye’f’ s tax retum. 

3z3eadur3 s for r=essondincj 23 zax3avezs . 

W inen taqayers' kclancs due- inquiries are resolved, the tax- 
qvers shou1.d rwaive sitiier - (1) a cmput2r-genetated notice 
WhiCS tells what action was taken := rasolve tile balance due cm- 
dition or (2) a personalized letter frmn the tax examiner w’nd 
handLed the case ex?ialning that t:ie issue Fri question Bas been 
resoived. . 

A ge rsonaiized leztez is sect to a taqaye:: where the action 
t. at 3 r3solves the tax?ayez inqul,-y wi3 not auzmatically cause a 
conqueer-generated notice to Se issued t3 t,ie taxgayer. ?or . 
exagle, at times a fax?ayer’s tax payment does not sost to the 
masze!r tile until after %ie taxqayrr: receives a balance due 
noticr. *fien the saynent does ?os: fa c,,ie master tile, the cm- 
purr= --a wi 7 1 automaticallv ~1 par we” the &Lance due cmdition. sow- 
e77er t the c3mpuzer willi not generate a notice inlorming the tax- 
gaya:: tSat tSe Sa1anca due c3ndi:ion was z~so~~ci--t~c tax 
examiner handllnlq t:ie taqayer Inquiry musz generate the Letter. 

?he compter WC!. automttFczily Qenerats a nozice t3 she 
sax-,ay=r when it takzs an 3ver3avmenZ'23m one or' - - de Cax3ayer's 
tax nodulss and a?oiies iz t3 anocke-2 soduie pwherc -L.iere Iis an 
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P rocedures  fo r  des troyinc:  
tax r= laver  co r resuondencz  

A fte r  a  tax  e x a m iner  r~ solvcs tS e  tax$ayer 's F n q 3 k 7 , th e  
d o c u m e n ts assoc ia te d  w ith  t,ie  case , such  as  th e  tax?ayerTs  
wri ttm  i ncu+rv  a n d  --A  th e  c3py  o f k,ie  tax?aysz’s m a s ter  fila  tran -  
script, a r &  c o d e d  "D"  (Pa r  des try) bv  t3  'a  tax  e x a m iner  a n d  
fo r w a r d e d  to  th e  q u a lity rev isw func tio n . T h e  0 d .y doc tm e n ts . 
L h a t shou ld  n o t b e  c o d e d  fo r  des trucz ion  ars  th o s e  th a t s h o w  bka t 
th e  tax  examine r  a d justed tl-ie  Zax?ayr’s aczun t. ?o r  e x a m p le, 'C L &  a  taqaye r  reques te d  a n  a b a s e m e n t o f th e  d e liaquencv  p e n a lty .+  
fo r  r e a s o n a b l e  cause  a n d  th e  tax  e x a m iner  a q r e 9 d , th e  b o c u m e n t 
show ing  th e  a b a tcrn e n t ac tio n  shou ld  n o t b e  c 3 d e d  fo r  
des truc tio n . A ll case  d o c u m e n ts ~ 2 1  b e  c ? d e d  fo r  d e s truc tio n  in  
th o s e  cases w h e r e  tS e  tax  e x a m iner  ‘d id no r : h a v e  f3  a d just she ' 
taxqyer 's a c = o u n z . For  exaq i t, if a  ta q a y e t inquFry  conce rned  
a  p a y m e n t w h ich d id  n o t _ 3 0 s t t3  t.i.e  acczunz 2 r ,til az’te r  th e  
b a lanc9  d u e  n o tie  was  issued, d e  tax  e x a m iner  d o e s  n o t h a v e  to  
a d just ' tn e  acc3un t 3ecause  - tS - c 3 m 3 u ter  w o u L d  'n a v e  a i -oadv  m a d e  a- -  . -  
tS e  a d jusaen t. in  th is case , th e  tsx?ay% r's inqui ry  a n d  a ll 
o the r  docxrne .n ts assoc ia te 6  viz.i, I-,,ie  czse w ill b e  d e s tro y e d . 

3 O W  T h e  Cor rsszondencs  In  
Q u e s tio n  5Jas  Z a n d led  , 

In  a n ticip a tio n  o f c3nver tin q  t3  :S e  ;le w  czqu te r  system  in  
O ctg b e t 1 9 8 3 , serv ic? cen te r  m a n a g e m e n t dec ided  3  b u ild  u g  a n  
inven tory  o f y-IV  c--= s ? o n d e n c e  cases w i?i;t,*, w o u ld b e  wo r :k&  du r i ng  
th e  c3nve tsion grocass. .  A zc3rti.r~  to  ? rss im 'o ? ficia ls, tie  ser-  
v ie5  cen te r  to o k  th e  fo llo w ing  ac tio n  o n 'a b o u z  2 7 ,0 0 0  'va l ance  c ius 
inquFr ias  t?ce ivsd  L n  A u g u s t a n d  S e ? z $ m b e r  1 9 8 4  5 rzm bushesses . 

1 . T h e  taqayers  w e r e  sen t ?os tzards  ac :kn o w ledg inq  
i 3S  ‘ recoi;t  0 2  th e  zaqayers’ inqiri ts. 

2 . A  h o l d  o f 1 5  weeks  was  g u t o n  th e  cases to  9 reven : 
th e  i ssuanc*  o f s u b s e q u e n t '3 a lanc2  d u e  not ices. 

3 . Trans  cripts or '  the iaxsayers '  master  E i le  a c = O u n ts 
w e r e  ord- -d . -a-  



correspondence ;roCeiures I a sample of SO 'balance due cases was 
taken to detenise iP the cases couid be 
ihllitinq the rasearcb, 

effectively closed 'by 
The sam?ia ZSSUit’is ShOW@d the fOilOWi3’$* 

-27 cases had alraad? been ZSsoiVed because eSe 
payments in question had pcstcd t3 :he ;ilastez file. 
Tile account balances on these cases were zero so that 
no subsequent balance due notices would have besn 
sent to the taxpayers. 

22 cases had already been rasoived because the 
gayments in questioi had been ofzset bv the comuuter 
transferring an ooeqayuent izom ano&r acf3unL 
These taxpayers vars-s&2t csm?utsr-generacei notices 
explaining tSe transfer of funds Zrcm one account t3 
another. Also, 19 of tSe 22 cases still sSowed a 
balanca due amount and new balance ciue notices 
showinq the corzectzd amount had been sent tc t,ie 
taxpayers. ----- 

-1 case showed no change fzcm t,ie balance due nocica 
Ln question. 

'ZSe sample results i;ldicztti t3 sesviet cent3r management that , 
be cases could ‘oe closed wi:,iout o’otaininq adriitional masztr 
fii% transczi?<s, Accordinq to 7resno ofZiciais, tSe service 
csnter then used, during t.Se oeriod i)ecember 5, 1984, to abou= 
?ebrsary 13, 1985, the fsliowinq ?rccedures ?3r working the 
27,000 cases. 

If tihe account showed a zer:3 belance cr iE nc 
actount exis zed on i3R.S and the kaxyyec’ s inquiq 
just concezmd 39 one gayaent Issue, fSe case was 
ciosed an2 the catres~ondence was coded *IS" for 
des+zsctim. 

If the case cmtaine4 more Clan me taqayer: issue, 
tSe :ase was contzoiie d on XIRS and a master file 
transczl=jgt wzs ordezd. 

If the case stiL1 showed a bzlanc% due amount on 
EDRS, a hold of 26 we+s was gut on the case -Co 
p2VMt subsequent balance due noticss from being 
generated, 'LThe case ves ?ut aside 23 be worked 
later. 

officials did no= 'nave es=imat?s dn t,i.e numtier of zsses 



Those C~SQS would have bean aff3cted as fOiiOWS: 

-If tSe case was on I3RS and showed a 23~0 balancs and did 
not deal wit3 an issue tibat would automatically generate a 
cOmgut3r notic to tSe taxpayer, no personaiizei letter 
would have been sent to t!ze taxpayer. Therefore, tSe tax- 
wqter would not know chat his or her inquiry had been 
rasoivQd. 

--I f the case did not apgeat OR IDRS and the master 'file. 
tsansczipt that IZS ordered in Septembet 1984 did not show 
that the gayment issue had been =eSoivd, it was assumed 
that the issue was rzsolvhd when it my not have been. In 
this CdSQ, the Salanct due amount would be below t5i coi- 
lection tol3ranc3 rcquiz3d to be on TDPS;. Th3 -taxpyer 
WOUid be subject to subsequens Ts coil3ction action when 
the ac trued interest on the balanc3 due amunt '5rsught tSe 
amount over the toleranc3 levei. 

30th Oif these situations <Quid have resulted Fn subsequent 
inau+ ri: as me a- t=DlU - tpx?ayszs on $Se status of tSeFz accounts. 

Newspapc accounts aii3getd cLIiat between 4,000 2nd 6,000 
requests tram businesses *a': TI.S adjust tSeiz accounts wert 
klap~rO?riattiy destroyed et tile Austin Ser?ics Cmte:r. 

Servic3 cen'thr officials toid 1~s tSat taxpayer 
corzes~ondencs was destzoysd ovez a 3 day period in Decbmjez 
1984, wizsout tSe knowiedqe and a?Grcva!, of semi=3 cenz3z: 
manaqement. A unit manaqez iz tSe ~~just~en=s/2o=responde~c= 
azanch all3ydly instructsd one 'iax axaminer tc destroy L'ia Lb" 
corz3sgondenc3 witSout having the cases quality z.3viewed. 
Se?=vice center officials said the unit manag(tz, who has sFnc3 
resigned from IX, denied C~a'l she Fns-,=uc%d the tax emminer t=, 
d&StZOy tie corr3sgondence. 

Service center afr'icials said thaf, as best as they cguld 
determine, tSer3 was. no adverse affect on tSe czxgayers because 
tSe corresgondenc3 would hava beer! deszrcy34 crnder 3stabllshe2 
operating procsdurts aZtt?= the cases had *been quality z3vf3wti. 
ServFc3 cmfez ofZi=ials said tti3y c3ulci no: determine :;?,e . a. specrzrc trx?ayzs cz'l3=:3i because, at t,ie time the 
c3r~=suondcnc3 was deszroyad, t,ie serviC3 Center did not have -- - 
inventory cmzzoi over c3rr3saondencs cases. No tecards irer2 a 
maintained on y+o sycific corrssg2ndenc3 hanCl3d 'by cacti w-1 w 
corres9ondenc3 unit. Ser bits ce ricer oflicials said t,iar 
grtmatur3 desZuc=ion cf c3rrtspndenc3 czuLd not gc unde=sc=ed 
under ,z, CqJr ant orocedurcs because Fnvenmry ccntrzls r'cr 3acS case 
ar3 sstabiishe? on f3P.S and wackly Fnvencor-7 iFsti.rigs ar2 
avaiLable ?3r su3et7isor~r zlvizw. - 
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IYCIDEXTS UVOLVIXG "LOST" DOC'JMENTS AT PS$ 

One of the issues we YJOIB askad Co Look inta by cne 3errar.e 
CommFtc-es on Finance and by Senators ZeFnz and ROYA was "Los+- 
ret-urns. " In doing ma?, we idenYi?isd, from  IRS rs.cords, 9 
alleqed incident,s of bproperly discarded or destroyed documents 
Fnvolvinq me PhiladeLpnia Semite Center during tne 5 years 
ended June L98.S. This section provides infomation on eacn of 
t.nose incidents. 

DETAILS OF XL\TE UEGED IYCIDEXTS 
OF LMPRQFS.XL-i D ISCARDED OR DESTROYP,D 
DOCmENTS XT ?SC 

AS indicated 'cy me ~olLcwi.?g table, IXS Lavesrigated ni,.rle 
incidents in uhic.? docments (generally tax ret'~rxs) were fxtnd 
ta have been or 'were alleged t,c ::ave been i.n_oroperly discarded 
or destroyed. Details of t.rlose incidents and tne results of 
IRS ’ Investigations follow. --. - 

, 

his is an excerpt from  a GAO fact sheet on IFS' P_hiladelphia Semite 
Cents (GAO/GGM36-2SFS) 
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Janitorial omlcves reuorted 
f.ind.incj some tax returns and/or 
remittances in *burn barrels 

As reported to the WC Director in a May 30, 1985, memo 
from IRS' Internal Audit Division:1 

"On April 26, 1985, an employee of the General 
Services Administration found envelopes con- 
ta ining unprocessed documents and remittances 
in a trash barrel on the loading dock. Service 
center management and Inspection determined 
that several trash barrels contained 109 dis- 
carded envelopes from which ail information had 
not been extracted. The 109 envelopes 
included: 94 remittances for $333,440: 36 
individual income tax returns; 24 Forms 1040 ES 
(Estimated Tax for Individuals): and 43 miscel- 
laneous documents. Of the 94 remittances, 47 
were not associated with documents, The remit- 
tances ranged from $1 to $68,i)OO." 

, 
"On April 30, 19-85, an Internal Auditor select- 
ed three brown envelopes from a trash barrel in 
the Receipt and Control area. One envelope 
contained a check for $2,500." 

"The majority of the 109 envelopes,are classi- 
fied as "flats" (over-sized envelo_ces too lar2-e 
to be opened by automated omnisort equipment). 
The other envelopes are classified as "fats" 
(normal size envelopes stuffed with documents 
and therefore too wide for omnisort 
equipment). The envelope discovered by 
Internal Audit was a normal size, dark brown 
envelope which had been opened by omnisort 
equipment and machine candled2." 

Further, Internal Audit said: 

"Causes which contributed to remittances, tax 
returns and other documents not being removed 
from the envelopes included: 

--verbal instructions to rip apart fiat 
envelcpes were not followed-up by nanasement 
or qua1 ity reviewed; 

-i-ys se.---- - 

lThe Internal Audit Division is part of Regional Inspecticn. 
2Candling is the process Used to decide whether or not an 
envelope is empty by measuring the intensity of lig'nt as it is 
shined through the envelope. 



--verba, instructions were not reinforced by 
written instructions; 

-the special candling problem presented by 
omnisorted brown envelopes was either not 
recognized or not addressed: 

--Quality Assurance Branch did not ensure that 
samples of discarded envelopes were included 
in their quality reviews and that adequate 
coverage was provided on the day and swing 
shifts; 

--of the I.2 Mail Processing and Extracting 
Unit employees processing flats at the time 
of the discovery, two inexperienced 
employees were assigned when more 
experienced employees were available: and 

--of the 12 employees, three worked 19, 17 and 
14 consecutive days and the unit supervisor 
and the primary shift supervisor each worked 
over 80 hours a week during the week of the 
discovery and the previous week." 

On June 7, 1985, the PSC Director responded by noting the 
following corrective actions: . 

“a . . Instructions have been issued to all 
Extraction employees to tear open all 
oversize envelopes to minimize items left 
ins ide.. 

b. Sweepers spot-check waste from flats 
extract ion. 

C. Extract ion Unit managers review represen- 
tative sampling from all burn barrels 
(including regular machine candled enve- 
lopes, . . . . fats envelopes, flats 
envelopes, boxes and miscellaneous waste 
such as undeliverables) prior to removal 
from Extraction Room. Elurn barrels are 
covered to preclude addition of 
non-reviewed waste. 

d. Quality Assurance Branch reviews represen- 
tative sampling from all burn barrels 
prior to removal from Extraction Room. 

e. The Receipt & Control Branch Chief (or 
Division Chief/Assistant Division Chief in 
his absence) reviews representative 
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f. 

h. 

1. 

sample from all burn barrels ,orior to re- 
moval from Zxtraction Room. 

An Extraction Waste Verification Report 
(documenting all reviews in c. and e. 
above) has been established. 

Instructions have been issued to all 
candling employees to tear open all color 
envelopes including all brown regular size 
envelopes. 

National office has been alerted 4th 
recommendations for [Internal Revenue 
Manual] instructions. . . 

Written procedures are being prepared to 
augment all prior Receipt & Control Branch 
instructions for release later this month. 
These procedures will include periodic 
written alerts to the extraction and 
candling staffs. 

Quality Assurance Branch will recommend 
changes to [Internal Revenue ;\rIanual] for 
inclusion of review of extraction waste." 

, 

Mail clerk continually discarded 
taxpayers' forms and checks 
in wastepaper baskets 

In April 1985, an intermittent mail clerk was counseled by 
her supervisor "for continually disposing of taxpayers' forms 
and checks in the wastepaper basket. . ." In June 1985, IRS 
terminated that clerk's emplopent stating: 

"Your actions const itute a violation of Section 
226.1 of the Hand'oook of Employee Responsibili- 
ties and Conduct, Intarn'al Revenue Manual 
0735.1, which states in part: 'Any money, prop- 
erty or ot'ner thing of value received by or 
coming into custody of an employee in connec- 
tion with the discharge of duties relating to 
enforcement of Internal Revenue laws must be 
accounted for... in accord with established 
procedures,' and Section 226.2 which states in 
part: 'It -is unlawful to remove or conceal, 
alter, mutilate, obliterate, or destroy records 
or documents or to remove or attempt to remove 
with the intent of performing any of the above 
actions."' 



Ninety-two processed tax returns 
found in trash receptacles 
in two women's restrooms in 
two separate incidents 

On two occasions (July 26, 1984, and July 30, 1984) PSC 
supervisors reported to the Regional Inspector's Office that PSC 
employees had found tax returns in the women's restroom. On the 
first occasion, 35 Form 1040s were found in the women's restroom 
trash can. The second instance involved 57 tax returns (27 Form 
941s and 30 Form 1040s) found by an employee in a different 
women's restroom. A maintenance custodian found the documents 
while emptying a trash container in the first incident; a tax ' 
examiner found the tax documents in the second incident. 

Internal Audit's review of master file information for the 
discarded returns showed that all tax returns had been processed 
although some returns had not been timely processed (but not 
because the returns were in the restroom). 

As a result of its examination into these returns, Internal 
Audit said: e 

. ..our review did not identify any trends in 
addresses or tax preparers. Also, we d.id not 
identify any ta‘x return that involved a service 
center employee. 

In conclusion, we were unable to determine 
the point at which these returns were 
discarded. We see no benefit or detriment to 
the taxpayers as a result of this situation." 

Fifty thousand tax returns 
were allegedly destroyed 

An employee at IRS, who subsequently retired, reported on 
March 19, 1985, a rumor that tax returns located in a hamper 
were deStroyed by accident a "few years ago." 

IRS' Inspection Service discussed this rumor with a PSC 
official who confirmed that a rumor of as many as 50,000 tax 
returns being destroyed has been circulating "for many years." 

-.. Inspection Service discussions with persons who had heard the 
rumor confirmed there was no substance to the rumor. Inspection 
closed the case because no one was able to furnish any evidence 
to suggest that tax returns were destroyed. 

=.q-$,., ;,,i;. -; .,.. ..” .._.. ‘- 
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File clerk misfiled a batch 
of 16 processed tax returns 

Gn April 6, 1983, an employee who was refiling (refiling 
consists of filing documents or returns into blocks ,set up in 
the filing area) on the day shift found a batch of refiles which 
were misfiled in one block. The work was banded together with a 
volume tag of 20 still on it. However, out of this batch of 20 
documents only four actually belonged where they were found. 
because of this misfiling., the possibility existed that the 
returns would never have been found. According to the Chief of * 
PSC’s Tax Accounts Division, this could have resulted in serious 
problems for the taxpayers involved or it could have hindered 
the government in the proper collection of taxes due. 

The intermittent file clerk, who was accused of inten- 
tionally mis filing 16 processed tax returns during her 
probationary employment period, resigned on Xay 10, 1983. 

Tax examiner routed cases 
to files when they should have 
been worked, or closed cases 
without taking necessary action , 

On December 17, 1982, a tax examiner in the Adjustments and 
Correspondence aranch was notified that she had inflated her 
production statistics by 269 cases for the period of October 26, 
1982, to November 24, 1982: PSC review of all 269 cases indi- 
cated that the employee did not answer taxpayers’ letters when 
required or request taxpayer transcripts or tax returns when 
required. The examiner either had routed cases to the files 
when they should have been worked or had closed cases when 
further action was required. 

The.employee was removed from IRS, effective April 22, 
1983, for falsifying official work records. 

Emplovee threw a folder 
containing various tax 
documents into a waste basket 

On April 26, 1982, a data. transcriber was observed by her 
supervisor throwing a folder into a wasts basket. The 
supervisor retrieved the folder and found that it contained 
various official documents such as completed taxpayer returns, 
schedules, X-2 Forms, and taxpayer corr2spondence. 

The employee ‘s action constitlJted a violation of Section 
225.2 of IRS’ Handbook of Employee Fesponsibilities and Conduct 
(Internal aevenue Nanual 0735.1) which states in part: “ZlmplOy- 
2es must . ..dispose of their work promptly and accurately.” The 
employee was terminated July 9, 1982. 



An unspecified number of 
processed tax returns were 
alleqedlv found in a trash container 

In April L985, the Assistant Director at PSC reported to 
the Mid-Atlantic Regional Commissioner an incident that alleged- 
ly happened in 1982. This repor- c was in response to the Region- 
al Commissioner‘s request "for information of any knowledge of 
records or returns destruction in the past few years." 

The Assistant Director's report included the following in- * 
cident: 

"Name of Individual - Unknown. 
Stat.ement of Allegation - It is believed fully processed 

returns or documents were found 
in a trash container in the Files 
area. 

Date - 1982 
Action Taken - Again it is believed this was referred to 

Inspection and a full scale investigation 
conducted." 

Internal Security (another part of Regional Inspection) hid 
no knowledge or record of the alleged incident, 

Destruction of forms 
requesting conies of tax returns . 

Information fuinished on March 19, 198S, by a former ?SC 
employee indicated that requests for copies of income tax 
returns were destroyed in 1981 at the service center. 

Internal Security investigated the incident and found, in 
addition to the person making the allegation, three service cen- 
ter employees who recalled that KRS own internal request forms 
(i.e., taxpayers were not the requesters) to obtain copies of 
tax returns were destroyed. The original income tax returns-- 
which were to be photocopied--were returned to files. The 
request. forms, in an estimated 18 boxes each of which had 17s to 
200 requests, were destroyed to alleviate a backlog of tax 
returns requiring photocopying. 

One of the employees who admitted destroying the requests 
identified the other two employees involved in the destruction. 
This employee stated she was instructed by her supervisor to 
"remove the request forms off the photocopy request backlog and 
put the request forms in the trash and place the original income 
tax returns in buc?<ets to be refiled." The employee's super- 
visor "advised that the destruction of requests could have 
happened but she does not recall such an incident and further 
advised if the destruction of requests d-id occur, it would have 
been a directive from higher management." 



On April 22, 1985, Internal Security closed its investiga- 
tion, and asked to be advised if PSC took any administrative 
action. 

The Service Center Director, after consulting with the Per.- 
sonnel Branch about the current employment status of 'all employ- 
ees possibly involved in the incident, found there was only one 
employee remaining at PSC. The Director, in view of this and 
after considering all the facts, did not believe a sustainable 
action could be taken against the one employee. Consequently, 
the case was closed without action. 



. SELECTEU INVENIQRY STATISTICS 

Receipts 
1984 1985 

692,471 

779,035 

1,335,284 

1,206,664 

1,448,874 

1,554,550 

1,226,096 

1,366,667 

1,148,249 

1,140,616 

1,072,897 

874,707 

jtal 13,846,110 12,452,823 12,104,880 15,259,750 

857,844 

728,055 

1,244,361 

1,216,147 

1,853,764 

1,521,243 

1,274,164 

1‘523,016 

1,214,688 

1,019,541 

En&-q Inverrm~ Per433-k Overage Receipts Ending Inventory 2 
1984 1985 1984 1985 1984 - - 1985 1984 985 1 

338,114 

325,635 

475,762 

564,007 

705,528 

847,165 

943,903 

916,989 

865,954 

968,950 

932,981 

966,913 

960,359 

740,335 

775,252 

820,575 

1,124,035 

1,387,601 

1,657,534 

1,510,368 

1,431,757 

1,334,279 

- 

25 

15 

15 

14 

16 

18, 

26 

32 
. 

34 

-36 

36 

61 

66 

62 

59 

56 

50 

48 

54 

66 

70 

73 

547,561 446,433 606,334 947,155 

956,228 680,998 820,690 1,246,098 

1,397,305 1,580,71ga 856,156 l,838,757a ' 

1,205,272 1.,702,943 987,140 Z&227,442 

1,763,469 2,709,667 1,349,869 2,805,998 

1,271,990 2,383,836 1,315,895 3,202,638 

809,696 1,763,032 1,150,317 3,308,819 

1,005,282 1,508,165 1,158,057 2,915,820 - / 

1,042,086 1,253,421 1,006,159 2,410,014 

763,028 1,230,5‘36 859,212 1,911,009 

654,216 745,872 

688,747 866,710 

@ning in March 1985, the unpostables receipts and inventories reflect all functional areas. Before March these 
-ltistics reflected only those cases worked by the unpstables unit, the primary unit which works unpostable cases. 



SELJXYED INVENJXXY STATISTICS 

Andover S&rvice Center 

Receipts Ending Inventory Percent Overage Receipts Endinq Inventory q 
1984 1985 1984 1985 1984 1985 1984 1985 1984 1985 

53,079 

53,617 

76,251 

71,655 

115,860 

96,053 

74,819 

78,953 

73,788 

61,673 

53,421 

45,962 

855,131 
--- 

41,827 

51,735 

85,459 

63,417 

126,772 

130,093 

96,779 

122,172 

99,209 

76,131 

- 

893,594 

18,164 

26,835 

26,285 

27,507 

70,408 

77,380 

86,474 

66,370 

62,150 

66,054 

52,702 

43,805 

34,009 

26,652 

32,580 

42,063 

59,614 

93,171 

104,002 

90,254 

86,579 

66,689 

15 

10 

10 

8 

9 

12 

19 

20 

18 

26 

52 

30 

32 

19 

12 

14 

17 

20 

28 

34 

27 

37 

- 

uNpob”rABLEs - 

31,733 

59,546 

80,061 

65,631 

150,676 

94,180 

55,947 

72,776 

88,879 

54,645 

27,814 

40,416 

39,159 

89,657 

123,511 

141,330 

161,080 

186,179 

203,466 

85,810 

70,170 

64,002 

822,304 164,364 

54,004 

57,042 

57,444 

50,808 

86,687 

81,295 

68,102 

56,908 

46,216 

30,685 

46,362 

49,478 

52,087 

116,907 

132,300 - 

130,219 

130,004 

161,047 

166,726 '. 

143,793 

117,472 

92,440 



. 

SELECTED IW STATiSPICS 

Atlanta Service Center 

Receipts Ending Inventory Percent Overaqe 
1984 1985 1984 1985 1984 1985 

79,384 

73,694 

149,337 

125,576 

127,163 

145,738 

129,479 

131,722 

162,928 

135,295 

120,402 

88,546 

1,469,264 

89,252 

69,774 

130,725 

118,946 

165,748 

134',993 

121,024 

124,489 

105,580 

85,567 

24,383 

28,325 

47,060 

62,426 

64,393 

69,606 

84,235 

90,557 

93,704 

76,796 

92,053 

108,211 

1,146,098 1,402,724 1,625,639 

99,318 

47,839 

49,818 

58,614 

108,112 

151,216 

191,904 

181,311 

196,813 

198,705 

.- - 

20 

9 

6 

8 

21 

20 

32 

35 

41 

39 

65 

56 

60 

78 

60 

32 

44 

56 

58 

69 

78 

83 

Receipts 
1984 1905 

70,081 35,183 

104,409 36,367 

157,009 197,002 

157,763 202,319 

i 201,148 318,031 

131,678 269,432 

102,748 r 146,242 

126,184 177,529 

119,261 121,749 

87,283 121,785 

71,080 

74,425 

. 

Endirq Inventory 
1984 1985 - 2 

71,861 

93,841 

108,113 

134,946 

178,798 

187,262 

175,386 

199,174 

154,859 

135,902 

121,083 

150,325 

154,773 

151,239 

227,396 

298,,787 

390,880 

432,955 

451 ,236,; 

414,336 

316,271' 

270,027 



. . 

SELECTED INVEWORY S'IYWIS'PICS 

Austin Service Center 

Receipts Endirq Inventory Percent Overage Receipts Ending Inventory 
1984 1985 1984. 1985 1984 1985 1984 1985 1984 1985- 

114,914 

121,951 

209,812 

190,272 

218,025 

219,531 

204,218 

191,416 

212,959 

201,920 

160,251 

111,745 

128,223 

98,312 

169,891 

153,260 

206,452 

179,058 

223,478 

219,054 

142,201 

104,411 

34,764 

47,781 

72,669 

62,316 

78,630 

72,911 

100,706 

87,755 

67,394 

115,352 

112,282 

94,913 

96,495 

76,538 

98,686 

117,827 

140,772 

164,350 

244,477 

219,329 

205,743 

165,510 

10 

9 

10 

18 . 

19 

17 

20 

46 

44 

14 

60 

68 

72 

52 

52 a 

53 

56 

40 

50 

64 

65 

65 

65,737 

127,371 

184,220 

181,072 

278,203 

175,182 

109,116 

164,713 

109,435 

80,633 

65,596 

186,833 

23,807 

97,487 

268,037 

245,968 

348,474 

343,536 

168,544 

278,777 

100,845 

184,103 

2,157,014 1,624,340 1,728,111 2059,578 

i 

66,398 

104,198 

108,825 

137,189 

209,615 

202,386 

170,207 

173,261 

144,905 

128,512 

56,727 

133,165 

_ ,. _ 
7 

96,919 

149,?@ 

305,399 

376,232 

417,639 

506,655 

449,310 

467,101 
C 

359,331 

304;642 



sELmI NVEWIWY STATISTICS 

Brookhaven Service Center 

Receipts Ending Inventory PercentOverage Receipts 
1984 1985 1984 1985 1984 1985 1984 1985 

77,038 

77,605 

114,829 

115,'652 

98,464 

142,361 

101,525 

164,597 

110,990 

122,338 

98,738 

95,156 

- 

95,955 

66,825 

99,420 

80,160 

92,638 

141,449 

110,101 

132,462 

108,316 

99,024 

- 

62,992 

55,208 

71,044 

92,995 

93,926 

131,515 

149,023 

184,210 

201,258 

229,273 

227,254 

240,421 

266,695 

154,408 

107,419 

83,907 

86,577 

109,378 

145,529 

159,683 

181,608 

180,384 

50 

28 

24 

24 

22 

30 

37 

49 

29 

35 

69 

94 

84 

96 

40 

77 

71 

56 

58 

67 

71 

t34 

59,298 

81,769 

98,885 

74,078 

166,643 

1223977 

66,870 

80,296 

113,634 

87,304 
I 

55,128 

51,2ti9 

58,006 

31,035 

90,642 

112,320 

377,424 

335,007 

212,401 

112,998 

133,163 

152,265 

1,319,293 1,026,350 1,058,151 1,615,261 

P 
uNK)sTABLEs I 

Ending Inventory a 
1984 1985 2 

71,501 

88,455 

69,304 

71,317 

117,693 

150,884 

151,988 

144,302 

132,192 

111,188 

76,041 

78,744 

64,447 

59,709 

106,241 

178,271 

372,229 

464,135 

474,122 '. 

368,304 , 

300,488 

258,842 iy 
: P t 

2 



SELE1CPEI) INvENM)Ry STATISTICS 

Cincinnati Service Center 

Receipts 
1984 1985 L 

40,957 

46,354 

88,229 

86,475 

84,931 

94,987 

71,493 

79,450 

69,077 

60,352 

67,534 

38,868 

Ending Inventory Percent Overage Receipts 
1984 1985 1984 1985 1984 1985 

51,616 

48,313 

91,430 

97,499 

116,854 

104,346 

81,617 

95,845 

77,955 

56,650 

14,835 

14,071 

22,093 

30,280 

29,685 

31,754 

28,614 

19,666 

32,979 

30,690 

17,159 

15,759 

15,533 

16,843 

21,683 

43,065 

54,278 

68,165 

65,653 ' 

46,109 

40,562 

34,706 

15 

7 

4 

11 

4 

5 

10 

7 

7 

9 

14 

21 

20 

27 

19 

7 

20 

24 

33 

31 

32 

18 

13,752 

53,809 

58,827 

56,673 

74,243 

66,349 

43,360' 

67,752 

63,685 

44,118 

22,378 

69,454 

22,320 

73‘744 

104,759 

125,196 

137,152 

127,239 

72,358 

66,791 

54,756 

47,756 

- 

828,707 
-~ 

822,125 634,400 832,071 

Endinq Inventory 2 
1984 1985 L 

35,424 

43,703 

41,048 

52,723 

79,102 

70,319 

60,441 

63,069 

51,120 

43,963 

26,166 

62,698 

59,543 

91,754 

102,168 

116,815 

92,265 

118,109 

124,390 ' 

94,713 - , 

77,645 

70,831 



SELECTED I&poAy STATISTICS 

Fresno Service Center 

Receipts Endinq Inventory Percent Overacje 
1984 1985 1984 1985 1984 1985 

109,583 

100,735 

180,5613 

169,793 

234,818 

233,544 

200,409 

228,333 

141,905 

154,036 

146,234 

120,369 

167,601 

99,044 

213,689 

195,387 

338,129 

236,349 

206,207 

240,032 

195,496 

181,752 

- 

103,462 

94,681 

117,404 

125,487 

168,839 

190,407 

235,810 

231,084 

212,911 

228,934 

40 71 

29 77 

36 75 

19 50 

21 51 

20 51 

- 

78,950 

55,065 

65,000 

76,344 

104,936 

122,937 

142,227 

142,112 

118,629 

142,477 

149,769 

135,467 

24 54 

29 69 

42 75 

49 76 

88 

70 

78,390 91,731 90,120 

138,409 60,536 109,699 

287,168 204,886 145,870 

210,775 213,478 168,950 

288,602 504.061 233,794 

185,481 312,406 219,906 

117,856 239,328 182,535 

145,969 243,686 173,631 

152,970 203,294 133,822 

57,890 165,743 81,769 

146,516 102,126 

58,458 85,761 

2,020,327 2,073,686 1,868,4a4 2,239,149 
- 

Receipts Ending Inventory 2 
1984 1985 198il 19ib5 

132,081 

154,793 

250,477 

2ii5,683 

445,854 

498,427 

567,688 

549,561 

508,798 

336,096 



SELECTED INVENNXY STATISTICS 

Kansas City Service Center 

Receipts 
1984 1985 

Endirq Inventory Percent Overage Receipts Ending Inventory 2 
1984 1985 1984 1985 1984 1985 1984 1985 

25,432 

86,896 

136,008 

105,165 

142,266 

175,128 

119,124 

145,041 

91,581 

128,631 

100,224 

74,111 

47,819 

90,243 

95,946 

156,584 

282,510 

113,971 

i04,oia 

148,136 

98,438 

76,736 

T- 

- 

18,800 

29,474 

66,210 

70,487 

66,006 

101,813 

110,106 

114,945 

78,323 

99,859 

83,981 

93,142 

88,410 

111,100 

80,126 

77,916 

102,865 

108,030 

94,448 

83,343 

59,708 

45,770 

21 

26 

20 

30 

38 

41 

45 

46 

32 

28 

48 

24 

52 

54 

58 

59 

45 

42 

41 

44 

35 

41 

44,892 

98,760 

114,740 

104,650 

131,902 

104,724 

62,253 

79,912 

102,039 

65,681 

39,757 

44,909 

46,917 

81,546 

145,255 

162,964 

217,556 

211,812 

152,175 

139,481 

81,179 

98,021 

45,932 

65,945 

80,083 

95,913 

121,038 

106,656 

85,921 

76,730 

71,678 

55,471 

50,462 

60,&12 

72,980 

141,174 

150,36&I 

178,888 

200,570 

219,163 

186,450 

163,862 - 
C 

96,698 

85,414 

1,329,607 1,214,401 994,219 1,336,906 

. 



SELECPED INVEt?mY swwmxcs 

Memphis Service Center 

: 

-. 
I 

Marry _: 

_,ruary 

.jxh 

1984 
Receipts 

1985 
Ending Inventory Percent Overage 
1984 1985 1984 1985 

Receipts 
1984 1985 

le ..! 2 
‘:‘iY 

&St 

?tember 

’ rober 

Jeder 

x?mber 

52,445 

57,452 

111,775 

123,765 

112,278 

140,880 

96,701 

62,08ti 

68,106 

78,764 

122,729 

103,409 

54,489 

54,443 

171,242 

130,055 

157,807 

177,674 

112,660 

118,013 

111,632 

88,953 

- 

17,693 

17,713 

29,830 

53,265 

54,687 

74,302 

69,547 

51,353 

54,780 

48,885 

45,027 

63,655 

50,858 

35,768 . 

112,141 

109,048 

132,289 

143,731 

161,298 

146,442 

141,843 

129,384 

'14 

12 

12 

8 

16 

12 

a 

a 

36 

a 

71 

77 

81 

a 

81 

96 

70 

66 

64 

79 

83 

84 

19,979 

106,043 

120,226 

149,865 

180,064 

187,307 

136,942 

83,888 

104,096 

101,195 

- 

h 

46,075 

86,431 

188,437 

122,488 

149,328 

115,625 

83,478 

68,001 

93,224 

107,343 

86,272 

61,640 

rota1 1,130,392 1,176,968 1,208,342 1,189,605 

sta is not available due to computer conversion. 
3: ; 

Ending Inventory 
1984 1985 2 

55,521 

32,363 

101,164 

99,221 

116,891 

110,250 

82,022 

79,192 

117,202 

142,824 

164,632 

150,082 

154,903 

163,249 

214,849 

245,827 

291,470 

309,817 

237,564 .~' 

174,523 

146,503 ' 

106,420 



SELECTED INVfXWORY STJWISTICS 

Ogden Service Center 

! 

- 

Receipts 
1984 1985 

84,669 

89,767 

162,950 

145,993 

193,887 

176,309 

151,622 

182,149 

152,559 

131,970 

133,589 

102,802 

105,803 

81,241 

139,783 

158,768 

252,591 

212,203 

133,957 

192,491 

129,645 

119,957 

27,138 

30,871 

51,891 

64,267 

84,522 

79,821 

85,890 

69,373 

62,548 

64,454 

74,579 

74,922 

86,657 

61,879 

67,702 

83,469 

127,838 

182,424 

191,091 

162,961 

154,134 

136,073 

22 

13 

13 

12 

10 

16 

24 

28 

25 

27 

a 

a 83,761 

111,587 

155,680 

136,529 

215,717 

156,344 

94,707 

114,940 

123,157 

88,415 

45,744 

78,438 

b 

55 

46 

32 

39 

38 

58 

66 

69 

63 

56,078 

195,531 

172,876 

296,261 

259,473 

137,372 

152,211 

106,522 

104,187 

51 --- 

1,708,266 1,526,439 1,405,019 1,480,511 
- 

Ending Inventory Percent Overage 
1984 1985 1984 1985 

$ata is not available due to computer conversion. 

UNPOSTABLES 

Receipts 
1984 1985 

- 

Ending Inventory Y 
1984 $. 198F‘ 

9 
63,565 

84,907 

81,363 

100,558 

138,084 

112,187 

96,152 

102,906 

77,936 

65,795 

36,496 

65,120 

72,993 5 i 

174,266 r. .y i 
173,1+2 5 

191,584 !~ 
*' 

219,827 j 

206,901 ? ,; 

149,192 - 1 
r 

103,695 

74,606 

. 

@den did not receive or process any unpxtables during 3anuary 1985. 



SELJXTED ItWENIORY STATISTICS 

Philadelphia Service Center 

Receipts Ending Inventory Percent Overage 
1984 1985 1984 1985 1984 1985 - 

54,970 

70,964 

105,525 

72,318 

121,182 

130,019 

76,796 

102,918 

64,356 

65,637 

69,775 

93,739 

1,028,I99 
- 

75,259 

68,125 

46,776 

62,071 

114,263 

91,107 

84,323 

130,322 

146,216 

130,360 

40,395 

20,292 

23,680 

24,120 

58,335 

85,126 

87,081 

90,648 

94,189 

95,110 

78,175 

97,338 

118,922 

114,627 

87,693 

93,326 

142,851 

176,729 

223,322 

210,300 

151,856 

148,124 

18 

8 

10 

12 

8 

14' 

20 

24 

30 

35 

a 

61b 

86 

63 

72 

68 

60 

61 

64 

77 

82 

82 

Receipts 
1984 1985 

53,842 109,331 

94,137 48,505 

72,278 130,870 

' 95,613 176,627 

107,007 169,564 

119,450 151,445 

73,361 294,204 

84,739 166,994 

75,802 277,647 

89,716 191,4?9 

' 93,931 - 

22,905 

948,822 982,781 1,716,666 

&a is not available due to computer conversion. 

‘eraqe statistics are for three weeks only. 

Ending Inventory 
1984 1985” 

44,008 

90,537 

62,952 

75,515 

68,167 

74,750 

77,563 

88,884 

76,229 

63,103 

65,777 

30,525 

94,311 

144,491 

174,293 

243,608 

273,503 

272,503 

444,432 

390,435 ,' 

383,113 

311,701 






