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The Honoruble Benjamin S. Rocenthal e LU
Chairman, Subcomnitice on Coamnerce,
Consumer and Honetary Affairs
Commiltree on Governoont Operatsons
liopuse of Represontatives

Dear Mr. Chairman:
Subiect: IJ“' ilandling ¢f Undelivered Income Tax
TRerund (neckj GGD-51-71)

As you requested in your letter dated January 26, 1981, we
have reviewed IRS' handliing of und-livered income tax refund
checks, GSpecilically, you asked us Lo review actions taken by
IRS in response Lo two recommendations made in an August 1977
GAO report g/ that Lhe Comnicssioner ¢ Internal Revenue

--—-furnish the news madla with lists of individuals entitled
to undelivered tax refuands; and

~=-deturmine 1f information in the Social Security Adminis-
tration's (55%) benefit files would be uscful in leceoting
individuale entitied to undelivered tax refunds and, if
s0, Gevelop o nrocedure for usina such information.

Undelivered Incosne te refund chieclis are those checks which
could not be delivered by tne poctal Service and which are re-
turned to Derartment of the Dreazcrry regional disbursing centers.
Undelivered refunds are credited oo conputer files by I03 Lo cach
aDplP“fiatP tarpayer's account for future action if the taxpavyer
is located or filss a subseguent tax retdrn. According to IRS,
as of December 13806, it had on its conputer files 87,760 accounis
for individuals vith undelivered refuna checks amounting to $24.5
million. The most common causz of unielivered refund checks,
according to IwS, 1s individuals woving and not furnishing the
Postol Service with forvarding acdresses,

Rather than actively Lurnishing newspapers with lists of
Jnd1v1duals due undelivered refuid caecks, IRS in most of its
districts passively makes the lists available to newspapers.

IRS made lists avalleble to newspapers in 1978, 1979, and 1980
and plans to do so annually on a continuous basis. In passively
making lists available to newspapers, IRS has had mixed results
in getting them to publish the lists and has been more successful
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with small weekly pewspapers than with major daily newspapers.
IRS recognizes that some of its districts have dene little to
sell the story to the newspapers and that improvements are

needed to increase the publicetion of these lists. lowever, IRS!
national office and Central Regionwsl Office did not monitor the
efforts and results of its district olfices in getting lists pub-
lished. Ve pelicve that both the national and reglonal offices
should monitor sguch offorts to ensure that needed improvements
arc made.

For over 2-1/2 years, IRS and S8a have been discussing IRS'
request to determine, through a corputer tape match, the feasi-
bility of using S3A bene{Lt files to leocate 1noividuals due un-
delivered refundz. During this period, SSA has raised a dis-
closure issue of how it can proviac S5A beneficiary information
to IRS for income tax purposes connistoent with the Privacy Act
and its regulations. Thisg summer $24A plans to match 1ts computer
benefit files with x5 computer files which were furnished to S5A
in Deccmbeyr 1980. IHowever, SH5A hes suspended the cuestion of how
or if it will provide SEA benefiti vy oinformacien to IRS for in-
come tax purneses poending the recnlis ¢f the computer tape matceh.
One of several disclorsure options - congideration by SEA in-
cludes S82 notifying individuale ified frowm the tape match
that 1RS ig holding incowe taw rolivnes for them

We believe thaot Aocan odwiy relvatively provide $SA benefi-
rlary infornstion Yo TRS under the Drivacy Act.  Purther,; beceuse
of the time and effort that IRS ¢rd 558A have already devoted to
p]ahnlng the tape match, we belicve the tape match should be car-
ried out without forther delay \wditjonallv becense of past
delays in efforts to recolve tie disciosure lssue, we helieve
that future efforts o resclve i‘uh; isoue Chﬂu}kllmz closely mon-
itored by the Zommiszioner of S84 aga‘dle“; ¢ the outcome oFf
the disclogsure issue, we beliave ii Lo lmperative that individ-
uale identified by the computer lape mugch he notified, as guick-
ly as possible, either Ly an S0A or IHS mwailing, that IRS Lhas re-
funds for them.

] n
S

BIJECTIVE, SCX)PEY ANL}i TRT K)WOT/1LV
The objective of this review was to determine the present
status of selected IRS actions to locate individuals due unde-
livered income tax refund checks. Qur review was conducted at
the IRS national office, Central Regional Office, and Cincinnati
district ofiice, and at the Social Security Administration’s head-
quarters. We held discussions with responsible agency officials
and examined pertinent correspondence and documentation to deter-—
mine actions taken by IRS and SSA regarding individuals due un-—
delivercd refund checks. We alco interviewed the public aflfairs
officer of IRS' St. Louis district office.
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Although IRS has developed gpecial data on undelivered re-
fund checks for vou and has prepored a special computer tape of
individuals duc uncelivered refunds for the tape natch with 584,
IRS does not routinely develop ov enalyze such data. IRS could

not provide ug with reliable data on the nuwmber and dollar amounts

of refund checks which are undelivered ecach year.

LISTS ARE ACCESSIDLLI
TO HNEWSPAPLRE, BUY
MORE COULD bL DUNE

IRS does not ackively furnish newgpapers with lists of in-
dividuals due undelivered income tax refunds. Instead it pas-
sively makes the lists aveilable and echieves mixed results in
getting these Iistse published. 125 needs to make aaditicnal ef-
forts to get lists published, which would include monitoring dis-
trict office ciforis znd examining sliernatives when lists are
not published.

I 1\13

has |

In response Lo ovr 1977 recommendation, in 1878, 1979, and
1580 IRS provided exzch di istrict office with a list of individuals
in its Juricdiciion dur undelivercod refoncs for release to hHoewo-

papers. pistrict ufoc:J, aeconding Lo IRS national office offi-
cinls, geonerally mede thoe ligts ovaelleble o nouspeperes tnrough

a "levter to the edivor" approach

Althouch IRS beg ned some cvccess in getting ligsts published,

improvements could be made. IRE dees not routineiry gather data

on the extent to vwhich newspapcr:s cublish lists of individuals

entitled to undeliverad refunds. Howvevar, IRS did mRasure newss

papers' responses to its 1979 arnuael releasce of lists of individ-

uals due undelivered refunds. O the besis of an inguiry fronm

you, TRS surveyved each of its dictrict offices on the 1979 annual
H

relcase of lists to newspapers. 148" suwnwary of the survey showed

that the ligcts were

~-made availeble or furnished to the news media in 2,371
cities and towns, and

—~-published in at least 730 nowspapers, including major
dailies in Los Angeles and bes Molnes.

Although the survey summary shows that IRS is having some suc—
cess in getting lists published, IRS recognizes improvements can
be made, The Assistant to the Commissioner (Public Affairs) in
commenting on the survey in a July 23, 1980, memorandum to all
Regional Commissioners stated that "The results were mixed. Many
districts exerted themselves to scll the story to the media and
thereby obtained excellent results while others did little.™



Part of the lack of success in "sclling the story" to news-
papers may be attributable to passcively making lists available to
them rather than actively furniching the lists. In IR8' Cincin-
nati district, for erzawple, passively making lists availlable
through the letter to the editor approach wags unsuccessful for
the 1980 list release. Although the Cincinnatl district had a
list of 622 individuals with undelivered refunds totaling $186,-
865.61, only 20 names were published. The 20 names were pun-
lished in five weckly nowspapers randiung in circulation from 2,85C
to 21,427. In contrast, the S$t. Louis district, by Oending lists
to newgpaper editors along with news relcecases, has cons ently
heen successiuvl 1n qetting major daily newspapers such as Lho
Qt Louis at and the oL, Qqng_nclpgﬁwwﬂmg<}aL to pub-

hvﬁitwfﬁﬁcb duals enistled 1o undelivered Tefunds.
ln 1980, thesc twe nex(plpo 5 opunlished the St. Louis districlt's
entire list of 470 szuch individucic. fThe public affairs offlicer
for the St. Lovis distvict partiaily attributed bhis success Lo

actively furnishing these lists to noewspaper editors rather than
merely making them aveilable thrvouch the Letter to the editor
approach.

Routine mopnt Loring nooded

statisticr to monitor and measure the el-
e offorie in getting uncelivered refund
: Sightl indiviagusls., For ex-
ample, IRSY n: iopal Oifice do not
monitor the efforts amn S odisty in releasing to news-
pepers thely respective lists of Ln”.v ducls due undellivered “e~
fund chechks. The survey condusiod in Junc 1260 ny the national
office to obtein dets on the releere of Tists to newspapers in
1979 was a one-time effcrt conduoted ol your recuect. Doth the
national cffice and Central Regicnol Office wero generally awarn
of how dist 1Lct Giiices
lHowever, ay 31

fectivencns of

IRS ¢Goes not
checks eventualis

- lists available o newvopapers.
the disuricts' efforts and re-

J.

L . <
sults in getiing lists pumlishcd ar o wirll as determining the ef-
fectiveness of these lists in locating refund recipients., Further

2 :

the Central Regional Office took no acticn Lo attempt te inprove
publication b ispepers in the Cincinnatl district, where no
names were published in 1979 and only 20 in 1980

As a result of the June 1920 survey, IRS recognized that
some districts needed to do more in geltting their lists publishedu
Howaver, without national and regional office monitoring, 1RS
has no assurance that distrlczs are making needed improvements.

USEFULNESS OF S5a
BENERIT FILES HBAS NOT
YET BEEN DiLARILHED

Although IRS has continuousiy scught assictance from SSA
since July 1978, it has been unable to determine the usefulness

-
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of 88A benefit Lilos iIn Jocating individuals due undelivered re-
fund checks. For over 2-1/2 years 1rS and 55A have been discusss
ing IRS' reguest to have SS5A match its computer benefit files
with IRS computer files on undelivered refund checks. During
this period, SSA has been ¢low in roe utv1ng the isasue of how 1t
can provide 5S4 beneficiory information to IRS5 In a manner con-—
sistent with the Privacy Act and 554 regulations., SS5A plans to
perform the tape match sometime in tho summer of 1881. However,
S5A has suspended the resolulion of the disclosure issue pending
the results of the tape match.

SSA has been slow in resolving
& dJscluLhr“ nloglon

In Juno and July of 1978 IRS met and corresponded with SS5A
to initiate actiocn on our 1971 recommondation that IrS determine
the usefulness of 884 beneficiary files ip identifying individ-
uals entitled to undelivered vefund checks. In pursuing the rec-
ommendaticn IRS reguested that 354 match its cowputer files of
S5 bheneiiciaries with Tus' comyu“u“ tape of individuals duoe un=
delivered refund checﬁ'L The puorpose of thig mateh was to have
SEA turnish JRS with addressos soa boenofacieries ldentified

V.

through thoe computey lape metch,

SSA informed IRS in July
with addreass jnformation on Efﬁ.b:;r?f“*
ite Jdisclorure recu

pointed oul that it couvld dizclosr 52 bepeliciary information

to Fecderal agencies Ll it was for "vouvltine ucu“ and published in
the Pederol J{agjf.icﬁ ao sutborized vndor 5 UG.C. 552 a{bi{2) of
the Privaocy Act. Bowever, $34's roatine voe for adavess iniorme-
tion at thet time was Jimited hy iv2 dicclosere Jﬂgv'“'ions (2u
CFL part 40)) Lo aclivities relatiy g to the tan ond benefit-
paying provisions of the Social rivy hct. B5ER JMLU}MGQ 1ES
that it had proposcd an amendi disclosure regulations
allowing it to dicclose inforwaticon to IRS for “income tax pur-
poses.” S5A pointad out, however, thot the provosed regulation
was at the Department level for review, and thercfore, 1t would
take at leaost several months beforo 504 could publish a new
routine use statomen: covering disclosure to INS.

u . £ f) [y S
tes until 38A enended

it could not provide 1R85
a
;1

Tevions Dloneniingy

1D potho Pravacy Ach. GBA

Discussions ketween 1IR3 and 58 on IR3Y reguest for a com-
puter tape match did not resume until a year Jater in July and
Lugust of 1979. On the basis of an inguirvy from you in July 1979,
IRS again contacted $SA to deterwine the status of SSA's proposed
1egulu110n covering disclosure for inceme taw purposes and to in-
quire about a working agrecment for the computer tape match. Con-
trary to what was discussed a year before, 55A informed IRS that
the proposed disclosure regulation was rewritten without specific
mention of disclosing information to IRS. The proposed provision
providing for disclosures to IRS wue deleted pursuant Lo the rec-
ommendation of the Secretary of the former Department of Health,



Bducation and wWelfare that the disclocure regulations be general
and unspecific, :uow1ng broad princ.ples of disclosure or confi-
dentiality with speciiic situations listed only as illustrative
examples. Despite the rewritten wisclosure regulation, SSA in-
formed IRS thaoat 1t was still wiljlnq to disclose information to
LIRS and also willing to work out spreceific arrangements for a com-
puter tapc match. But implementunlon of the arrangement would
still have to awsit publication of o youtine use statement in

the Federal Regioter to cover the disgclosura to IRS.

Following ancother vear of inactivity, IRS, on the basis of
another inguiry from you, cocught =zeaistance from the $3A Conmis-
sioner to expﬁiirﬁ the tupe matc*, In an August 22, 1980, letter
to the 5S8A Commiscioner, the IRS Joumigsioner reguested his as-
sistance in expediting the procens o getting a routine use
statenent published so that Pctiow could be taken on the computer

tape match. The Cowmissioner of 254 reoponded favorably in ar
October 30, 1380, lctter stating ibh:ot (1) SSA had initiated ac-
tion on the routine use stalemenrnt oand that 1t would take an esti-
mated 3 to 4 montns to gel io publi hed and (2} the routine use

staetement process would be clogely ronliorad,

Despite the S5 Commicoioner “i estl gutine use

-3
statement hos rot yel been published, and the is renains un-
IG(aneur Computinining this lwesue, 08A officisls, prompted by a
Febhroary 106, 1280 srandwn Froo on ey 1n the pepartwent

of }‘.}-’aa' tnoand Huonn Soyvicost OfLaor

3 General Counsol,
again qu

JUES L el legalsty of puiliching @ new routine use
staetement for ¢ cing wnformaticr to 1RS under its ewisting
regulations. Candita statod Lnol the progvsed routine use
stat.acnt raiscs serious disclosurs cuontions, ana 58SA regula-
ticns 4o nob appens Lo authorive ihe roviine use.

Because of tihis recent legal cuention, 5824 oificials toeld us
that they were sucnending the resolotion of the disclosurce issue
until after the coinguter tape wmateh is madge. IRS furnished its
computer tape teo SSA in Docember 1990, and S8A plans to make the
match {his sumier. 5S4 officisls told us that they were consid-
ering other disclosvre alternatives in afﬂition to the routine
use precess.  One alternative belpy considered is for $5A to no-
tify individuals identified througl the tape mateh that IRS is
holding refunds for thom.

Disclosuie issue needs
to bhe resolvoed nuwch}v

In our opinion, the Privacy Act permits the publicaticn of
a routine use statement by 88A for the disclosure of its bene-
ficiary addresses to IRS for purposces of locating individuals
due undelivered income tax refunds. However, SSA argues that
its disclosure regulations may prohibit such a routine use
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Gince July 1274, IRS and 564 have discussed IRS' reguest

that S8A match its computer files ou S5A beneficiaries with IRS

omputer filcs on individuals due undelivered refund checks.
Pelays have occurred in accenplishing the computer tape match be-
cause of a disclosure issue. 85A noes ralsed the iscue of how and
1f it can provide RS with S35A benefjciary inforwation in a man-
ner consistent with the Privacy Act and 55A regulations.  S3A
plans to do the computer tape matceb tnis cummey but has sus-
pended recsolution of the disclosure issue pending the outcome of
the tepe match.

Beceuse of the time and effort al.cady expended by 1IRS and
SSA in working on tho tape natchi, we helieve that S5A shouvla pro-
ceed with the tape ncstch witheut further delay. Furtherwore, bDe-
cause 0f past dela“m in celtting the disclosure ienne resolved, we
believe that e¢iforts to resolve thic iscue should be closely mon-

alel!

itored by the Commiszioner of O8Hi

We recommend that the Comain: lonm s

~Regue 0 districiet efforis
in getiing Wl licts of individnals
eniitied t i vooo cheche and nicazurs tho
effzectivencan in o getting checko delivered
to raghtdul
SENNC
We yecomnend ; tirect the Commiss

Soecial Bocurity
using the Sociol
means of locating ins
chiechks by

3 i
ividuals entitilog Lo incomoe tax

——matching o coon 08 poscibic IRS computer tapes on unde-—
livered reinnds to address inforgotion on 8SA's benelit
files, and

"“I@»Ol\!“y the disclosure issua as quickly as pessible so
thal texpovers ildentifiied by the computer tape match can
be notified, either by an Sti or LIRS mailing, that they
are entitled to undelivered tox refund checks.

Becouse your subcommittee requested this report as quickly
as possible, we did not obtain agency comments.
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As arranged with your subcomnittee, unless you publicly
announce itos contents earlier, no Further distribution of this
report will BEe wade vntil 14 days from the date of the report.
At that time we will send copics of this repert to the Commis-—
sioner of Internal Revenue, the Scorcetary of lealth and duman
Services, the Acting Commissioner ol Social Security and other
interested parties.

Sincerely yours,

ot / '#Q. e
t>gthf{iﬂiﬁ [ ?\J€¥Kﬁ§ (?LA%M}
| Y/

Actine Compiroller Ceneral
cf the United States





