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IRS Improved Telephone Service but Needs to Better
Assist Identity Theft Victims and Prevent Release of
Fraudulent Refunds

Why GAO Did This Study

What GAO Found

GAO was asked to review IRS’s 2016
filing season. This report assesses,
among other things, how well IRS
provided service to taxpayers
compared to its performance in prior
years, and its efforts to improve service
for IDT victims, including selected
internal control processes.

The Internal Revenue Service (IRS) provided better telephone service to callers
during the 2016 filing season—generally between January and mid-April—
compared to 2015. However, its performance during the full fiscal year remained
low. IRS does not make this nor other types of customer service information
easily available to taxpayers, such as in an online dashboard. Without easily
accessible information, taxpayers are not well informed on what to expect when
requesting services from IRS.

GAO analyzed IRS documents and
data for fiscal years 2011 through 2016
and reviewed 16 randomly selected
IDT cases open or closed during a 10month period in 2015 and 2016. GAO
also conducted 5 discussion groups
with 15 IRS assistors and 13 managers
who handle IDT cases, and
interviewed IRS officials and external
stakeholders, such as representatives
from the tax preparation industry. The
results of the case studies and
discussion groups are not
generalizable. GAO compared IRS
actions to federal standards for
evaluating performance and internal
control.

IRS has improved aspects of service for victims of identity theft (IDT) refund
fraud. However, inefficiencies contribute to delays, and potentially weak internal
controls may lead to the release of fraudulent refunds. In turn, this limits IRS’s
ability to serve taxpayers and protect federal dollars. While IRS has reduced its
backlog of IDT cases and formed a team to improve its handling of these cases,
GAO has identified areas for potential improvement. Specifically:
•

File retrieval and scanning processes contributed to delays and
unnecessary requests for documents. For example, in 2 of 16 cases,
resolution was delayed by at least 1 month while an assistor waited for
another unit to retrieve and scan documents into IRS’s system. In one of
those cases, plus one other, the document request was unnecessary
because the assistor closed the case without the document. Inefficient
processes and unnecessary requests to retrieve and scan documents can
delay case resolution and refunds to the legitimate taxpayer.

•

Potential weaknesses in IRS’s internal control processes could lead to IRS
paying refunds to fraudsters. In discussion groups with GAO, IRS assistors
and managers said some assistors may release refunds even if indicators
on the account show that the tax return is under review for IDT, or two
returns have been filed for that taxpayer. Some participants said assistors
answering telephone calls can release these holds because they do not
understand the codes on the taxpayer’s account. IRS officials said that
these errors are not widespread and provided data to support their
position. However, GAO identified weaknesses in those data, which IRS
officials acknowledged. In response to this report, in January 2017 officials
provided another analysis of IRS data that they said showed this type of
error does occur but may not be as widespread as staff and managers
suggested. GAO will continue to work with IRS to determine if these
additional data are sufficient to address its recommendation.

•

IRS does not notify taxpayers when a dependent’s identity appears on a
fraudulent return. According to IRS officials, the agency does not consider
a dependent to be a victim if his or her Social Security number had been
used as a dependent on a fraudulent return. However, IRS has previously
provided guidance to taxpayers when a dependent was a victim of identity
theft. After one data breach in 2015, IRS notified taxpayers and provided
information on actions that parents could take to protect a minor’s identity
when their dependents were also victims. By not notifying taxpayers that
their dependents’ information may have been used to commit fraud, IRS is
limiting taxpayers’ ability to take action to protect their dependents’ identity.

What GAO Recommends
GAO recommends IRS display
customer service standards and
performance online; review its retrieval
and scanning processes; improve
existing data or collect new data to
monitor how and why assistors release
refunds before closing an IDT or
duplicate return case; and revise its
notices to IDT victims.
IRS disagreed with GAO’s
recommendation to improve data for
monitoring refund releases, stating that
the problem is not widespread and
current processes are sufficient. GAO
maintains that the data IRS uses are
not sufficient to make such a
determination. IRS agreed with the
remaining three recommendations.
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