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SUBJECT: Final Audit Report — Expanding the Electronic Tax Law Assistance
Program

This report presents the results of our review of the Internal Revenue Service’s (IRS)
Electronic Tax Law Assistance (ETLA) program. We found that ETLA is a long-term
research project rather than a fully supported independent function with a

state-of-the-art system design. As such, its current system design will not significantly help
the Internal Revenue Service (IRS) achieve its goals of: 1) making electronic
communication so simple, inexpensive, and trusted that taxpayers will prefer it to calling
and mailing; and 2) substantially increasing taxpayer access to electronic communication
products and services. The IRS has not advertised, nor does it have any immediate plans
to promote, the availability of the program because of the significant amount of labor
resources needed to manually answer taxpayer questions.

Management’s response was due on July 31, 2000. As of August 14, 2000, management
had not responded to this draft report.

Copies of this report are also being sent to the IRS managers who are affected by the
report recommendations. Please contact me at (202) 622-6510 if you have questions, or
your staff may call Gordon C. Milbourn Ill, Associate Inspector General for Audit (Small
Business and Corporate Programs), at (202) 622-3837.
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Executive Summary

The Internal Revenue Service' s (IRS) toll-free telephone system is the cornerstone of its
customer service operations. For Fisca Year (FY) 2000 (as of April 22), taxpayers attempted
over 62 million cdlsto the IRS 3 main toll-free telephone lines to get answersto their
questions. In addition, the IRS uses the Electronic Tax Law Assstance (ETLA) program to
answer tax law and procedura questions submitted by taxpayers onthe IRS' Internet web Site
known asthe Digitd Dally.

The ETLA program offers an dternative to the telephone for taxpayers needing tax law
assstance, while a the same time increasing accessibility and convenience. This program
supportsthe IRS  initiative to increase dectronic correspondence with taxpayers. Although the
IRS does not advertise the program, the number of questions answered has doubled each year
since the program’sinception in 1994. In FY 1999, the IRS answered over 264,000 tax law
questions, with nearly 350,000 expected for FY 2000.

Providing top qudity service to each taxpayer isone of the IRS drategic gods. Customer
satisfaction surveys show that over 90 percent of the taxpayers who used the ETLA program
were satisfied with the timeliness of responses and would usethe ETLA sarvice in the future.
This audit was conducted to determine the effectiveness and efficiency of the IRS effortsto
leverage technology to improve service to taxpayers through the ETLA program.

Results

For the past six years, the ETLA program has remained a research project and has not
progressed beyond the original system design. Although theinitid concept and designin 1994
were innovative, the rapid growth of the Internet and technology has directly affected the
program. The current system design will not sgnificantly help achieve the IRS goas of: 1)
making eectronic communication S0 smple, inexpensive, and trusted that taxpayers will prefer it
to caling and mailing; and 2) substantidly increasing taxpayer access to dectronic
communication products and services.

The god of the Electronic Tax Adminidration is to revolutionize how taxpayers transact and
communicate with the IRS. However, the ETLA program design is rdiant on alabor-intensve
process for interacting with taxpayers. The ETLA design is basicaly amanua correspondence
system with the Internet used only to transmit the questions and answers. The IRS has not
advertised, nor do they have any immediate plans to promote, the availability of the program
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because of the sgnificant amount of labor resources needed to manually answer taxpayer
guestions.

Technology Can Be Used to Improve Electronic Customer Service

ThelIRS ahility to provide effective and efficient eectronic tax law assstance is adversaly
affected by the current system design that requires alabor-intensive effort to respond to
taxpayer questions. When a question is received, the Customer Service Representative (CSR)
must research the subject matter and prepare a response that is eectronicaly sent to the
taxpayer.

In the private sector, Internet transactions are supported by e ectronic commerce software and
self-service software, both of which offer reduced costs because the systems are completely
automated. For every customer who successfully completes a transaction on the Internet, the
organization saves the cost of more expengve methods of communication such as face-to-face
and the tlephone. Unfortunately, the current ETLA program introduces employees back into
the transaction, thus negeting the economic benefit of autometion.

TheIRS Risk Management Group recognized the benefits of self-service software and planned
to establish an Internet web-enabled probe and response guide' to diminate CSRs from the
process. However, this proposal has not progressed beyond the planning phase.

Organizational Commitment |s Necessary to Improve Electronic
Communications with Taxpayers

The IRS has not fully committed to the ETLA program by converting it from along-term
research project to afully supported independent function with a state-of-the-art system design.
Without this commitment, the IRS is hindered in meeting its Electronic Tax Adminidration gods.

The ETLA program has not been expanded to additiond telephone cal stes due to concerns
associated with the current infrastructure and technical support. However, the continuing
growth of the ETLA program, without any marketing or advertisng, has demongrated thet it
has progressed beyond the feasibility stage envisioned at itsinception. Each year the increased
number of questions forces the IRS to commit more labor resources to support the program
rather than using probe and response technology to provide a sdf-help dternative for taxpayers.

Without an organizationd commitment and dedicated technologica resources, the demand for
growth cannot be effectively managed. The absence of this organizationa commitment has left

! See Appendix |V - Glossary of Terms - “Web-enabled Probe and Response Guide.”
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the program without an infrastructure that includes goals, objectives, critical success factors, and
performance measures.

Marketing of the Electronic Tax Law Assistance Program Should Be
Delayed, but the Program Should Be Expanded to Additional Call
Sites

The ETLA program was not designed to be a high-volume production system and would need a
magor labor resource commitment in order to process the Sgnificant increase in the number of
taxpayer inquiries that advertisng would generate. The IRS Commissoner wanted the ETLA
program expanded for the 2000 Filing Season. RS management considered placing a message
on the U.S. Individuad Income Tax Return (Form 1040) telephone script suggesting that
taxpayers condder submitting their questions viathe Digitd Daily; however, management
decided not to do so due to their concerns about the potentia volume of questions that would
be received.

The IRS has no immediate plans to advertise the availability of the ETLA program. The
principa motivation for making government services and information more available

on-line should be to improve the efficiency and qudity of these services. However, if the IRS
markets the current ETLA program, but does not improve its ability to meet the expected
demand, it will only create costly problems while undermining taxpayer confidence.

The ETLA program is currently operationd a 10 of the IRS 30 telephone cdl sites. Until there
are technologica changes and an organizationd commitment to the ETLA program, the IRS
should expand the program to additional cal sites to better process the ever-increasing taxpayer
demand. Expansion could reduce the need to use more expensive Compliance function
personnel. During FY 1999, Compliance employees answered 75 percent of al ETLA
questions. Based on the FY 2000 plan, the estimated salaries for Compliance personnel
assigned to answer ETLA questionsaredmost  $1.5 million. These resources could be
usad on Compliance activities resulting in the collection of an estimated $21.9 million in taxes.

Summary of Recommendations

The IRS needs to leverage technology that will provide enhanced access to tax information,
maximize efficiency, and improve eectronic customer service.

To meet its godls, the IRS needs to fully commit to the ETLA program by converting it from a
long-term research project to afully supported independent function. A

date-of-the-art system design is needed to provide a valuable service to taxpayers at minimal
cost.
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Until there are technologica changes and an organizational commitment, the IRS needs to delay
the marketing of the ETLA program. In the interim, the IRS should expand the ETLA program
to additiona call Sitesto better process the ever-increasing taxpayer demand for this electronic
service while reducing the need to use more expensive Compliance function personnel.

Management’s Response: Management’ s response was due on July 31, 2000. Asof August
14, 2000, management had not responded to this draft report.
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The overall objective of the
audit was to determine the
effectiveness and efficiency
of the ETLA program.

Objective and Scope

Thisreview is part of our Fisca Year (FY) 2000 emphasis
areato evaluate whether Customer Service operations are
being effectively and economicaly improved to provide
taxpayers with quality customer service, in accordance with
Congressona and adminigtrative direction.

The overdl objective of the audit was to determine the
effectiveness and efficiency of the Internad Revenue Service's
(IRS) effortsto leverage technology to improve service to
taxpayers through the Electronic Tax Law Assstance
(ETLA) program. To accomplish this objective, we
determined if the IRS:

Established an effective and efficient system to provide
€l ectronic responses to taxpayer questions received
through the Internet.

Developed dtrategic plans to expand the ETLA program
to provide greater assistance to taxpayers within
established time congtraints.

Evauated available technology that will enhance both the
quaity and timeliness of responses.

We performed audit work at the Nationd Office, the
Centralized Qudlity Review Sitein Philadephia, and call Stes
located in Nashville and the Philadelphia Service Center.
The audit was conducted between October 1999 and April
2000 in accordance with Government Auditing

Sandards.

Details of our audit objective, scope, and methodology are
presented in Appendix I. Mgor contributors to this report
arelised in Appendix I1. In addition, we have included a
Glossary of Termsas Appendix V.
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The IRS missionisto
provide top quality service
by helping taxpayers

under stand and meet their
tax responsibilities and by
applying the tax law with
integrity and fairnessto all.

The ETLA program offers an
alternative to the telephone
for taxpayers needing tax
law assistance.

Background

The IRS misson isto provide America s taxpayers top
quality service by helping them understand and meet their tax
respongbilities and by gpplying the tax law with integrity and
farnessto dl. In 1993, the President issued Executive
Order 12862, “ Setting Customer Service Standards,” which
set agod for the Federal government to deliver service
equd to the best in business.

The IRS toll-free telephone system is the cornerstone of its
customer service operations. For FY 2000 (as of April 22),
taxpayers attempted over 62 million cdlsto the IRS 3 man
toll-free telephone lines to get answersto their questions. In
addition, the IRS uses the ETLA program to answer tax law
and procedura questions submitted by taxpayers on the
IRS Internet web site known asthe Digita Daily. This
program supports the IRS initiatives to increase eectronic
correspondence with taxpayers.

The ETLA program offers an dternative to the telephone for
taxpayers needing tax law assstance, while a the sametime
increasing accessibility and convenience. This sarviceis not
intended for complex tax issues or questions regarding
taxpayer accounts. Specific tax account or refund questions
must still be handled by telephone or in person. Ingteed, in
the ETLA program, Customer Service Representatives
(CSR) provide answersto generd tax law questions to assst
taxpayersin preparing their returns.

To request tax law assistance, the taxpayer enters a question
through the Internet by clicking the mailbox icon on the
Digitd Dally home page and then proceeding to the Tax Law
Question section. Taxpayers salect one of a number of
categories, provide their e-mail addresses, and submit
their questions. The ETLA computer system downloads
taxpayer questions from the Internet and makes the
questions available for CSRs to answer in the sequencein
which the questions are received.
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Over 90 percent of
taxpayers using the ETLA
program wer e satisfied with
the service.

The private sector has set
high standards for what
Americans expect and
receive from Internet
services.

To answer questions accurately and quickly, a CSR will
provide a customized response or use a prepared response,
if available. When the questions are answered, the
responses are routed back through the ETLA program’s
computer system and then sent to the taxpayers Internet e-
mail addresses.

Providing top qudity service to each taxpayer is one of the
IRS drategic goads. Customer satisfaction surveys show
that over 90 percent of the taxpayers who used the ETLA
program were stisfied with the timeliness of responses and
would usethe ETLA sarvice in the future,

The IRS toll-free telephone program has gpproximately
8,700 employees located in 30 call Stes. Only 10 of the
Sites are used to process the questions that taxpayers submit
through the Internet. During the filing season, Compliance
function personnel located throughout the country are used
to answer the increased number of questions. Despite this,
and athough the IRS does not advertise the program, the
number of questions answered has doubled each year since
the program’ sinception in 1994. In FY 1999, the IRS
answered over 264,000 tax law questions, with nearly
350,000 projected for FY 2000.

Results

While anumber of actions have been taken, the IRS ETLA
program needs significant improvement to achieve services
equd to the high standards set by many private sector
Internet services.

Customer Service management needs to focus attention on
the following problems that affect the ETLA program.

Leveraging technology that will provide enhanced access
to tax information, maximize efficiency, and improve
electronic customer service.

Fully committing to the ETLA program by converting it
from along-term research project to afully supported
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The current system design
will not significantly help
achieve the IRS Electronic
Tax Administration goals.

The ETLA system design is
reliant on a labor-intensive
process for interacting with

independent function. A
sate-of-the-art system design is needed to provide a
vauable service to taxpayers a minimal cod.

Deaying the marketing of the ETLA program until there
are technological changesto the syslem and an
organizationa commitment to the program.

Expanding the ETLA program to additiond cdl sitesto
better process the ever-increasing taxpayer demand for
this dectronic service.

Technology Can Be Used to Improve Electronic
Customer Service

For the past Six years, the ETLA program has remained a
research project and has not progressed beyond the origind
system design. Although the initid concept and designin
1994 were innovative, the rapid growth of the Internet and
technology has directly affected the ETLA program. The
current system design will not sgnificantly help achieve the
IRS godsof: 1) making dectronic communication SO
sample, inexpengve, and trusted that taxpayers will prefer it
to caling and mailing; and 2) subgtantialy increasing
taxpayer access to e ectronic communication products and
SEIVices.

TheIRS continuing reliance on labor-intensive processes
for interacting with taxpayersis codtly for both the taxpaying
public and the IRS. The purpose of Electronic Tax
Adminigration isto help solve this problem by
revolutionizing how taxpayers conduct transactions and
communicate with the IRS. Rapid growth of dectronic
products and services can shift critical resources from
processing paper to providing customer service.

Incrementa improvements are no longer acceptable
solutions for solving problems. Instead, bold and innovative
steps must be taken to revolutionize how taxpayers transact
and communicate with the IRS, including how they file their
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tax returns, pay what is owed, and receive the assistance
and information that they need to comply with the tax laws.

However, the ETLA system design rdieson a
labor-intensve process for interacting with taxpayers. The
ETLA designisbascaly amanua correspondence system
with the Internet used only to tranamit questions and
answers.

When sdaries and foregone revenue collections are
considered, we estimate that questions serviced by
Compliance function employees cost over $89" each. In
fact, the IRS has not advertised, nor does it have any
immediate plans to promote, the avalability of the program
because of the significant amount of |abor resources needed
to manudly answer taxpayer questions.

The IRS &hility to provide effective and efficient eectronic
tax law assigtance is adversely affected by the current system
design. When aquestion is received, the CSR mudt:

1. Read and interpret the taxpayer’s question to fully
understand the tax issues that need to be researched.

2. Manudly or dectronically research the tax code to
identify the tax law sections gpplicable to the taxpayer’s
question.

3. Create a customized response or use a prepared
regponsg, if available.

4. Review the response to assure that it is complete and
professiond in both tone and appearance.

Unlike the toll-free telephone system, the CSR cannot
interact with the taxpayer to probe for additiona information
to assure that the taxpayer’ s question is fully understood.

! Based on Total Salaries ($1,456,812) and Foregone Revenue
(%$21,901,266) for the Compliance employeesanswering 262,500 of the
expected 350,000 questions. In FY 1999, these employees answered
75 percent of ETLA questions. NOTE: Projections are based on
Customer Service FY 2000 planning assumptions. Actual datawere
not available at the time of the report issuance.
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Program growth has been
addressed by allocating
additional labor resources
rather than changing the
system design.

The CSR'sinterpretation of an ETLA questioniscriticd in
providing information thet is both useful and responsive. The
inability to probe for additiona facts can result in responses
that include insufficient or, conversaly, excessive information
that is not useful to the taxpayer.

Program growth has been addressed by dlocating additional
labor resources rather than changing the sysslem design. The
ETLA program is operationd in only 10 of the 30 cdl Stes.
During the filing season, more expensve Compliance
function personnel located throughout the country are used
to answer the increased number of questions.

In the private sector, Internet transactions are supported by
electronic commerce software and self-service software.
Both types of transaction software offer the benefits of
reduced costs. For every customer that successfully
completes a transaction on the Internet, the organization
saves the cogt that would have been incurred in more
expensive methods of communication such as face-to-face
and the telephone. Unfortunately, the current ETLA
program introduces employees back into the transaction,
thus negating the economic benefit of automation.

The IRS Risk Management Group recognized the benefits
of self-service software. They had planned to establish an
Internet web-enabled probe and response guide.? It was
expected that many taxpayers would use the salf-service
system to obtain answers to their questions without the
intervention of a CSR. Only asmall percentage of taxpayers
would not be satisfied with salf-service and would submit
questions that required assistors to respond. However, this
proposa has not progressed beyond the planning phase.

Recommendation

1. Tomest itsElectronic Tax Adminigration gods, the IRS
needsto re-design the ETLA program to leverage

% See Appendix |V - Glossary of Terms—“Web-enabled Probe and
Response Guide.”
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The IRS recognized the need
to provide taxpayers with
alternate sour ces of
communication.

The rapid growth of Internet
communication has
significantly increased the
number of ETLA questions.

technology that will provide enhanced access to tax
information, maximize efficency, and improve dectronic
customer service.

Management’ s Response: Management’ s response was due

on July 31, 2000. Asof August 14, 2000, management had
not responded to this draft report.

Organizational Commitment Is Necessary to
Improve Electronic Communications with
Taxpayers

In 1994, the IRS recognized the need to provide taxpayers
with aternate sources of communication. A research project
wasinitiated to use the Internet as an dternative to the
telephone to receive and answer taxpayer inquiries. The
basic design of the ETLA computer system has not changed
since 1994.

The ETLA program has not been expanded to additiond call
sites because the IRS has maintained it as aresearch project
for the past Sx years. The IRS does not plan any expansion
to additional sites until concerns associated with labor
resources and technical support have been resolved.

The ETLA program has sufficient hardware capacity to
provide increased service. However, other than a
maintenance contract, the ETLA program does not recelve
technica support from the Information Systems function or
an independent contractor. All technica support is provided
by the Compliance Research function, which makes
available two analysts part-time to support the ETLA
program’ s computer system.

Thergpid growth of Internet communication has doubled the
number of questions received by the IRS each year since the
inception of the ETLA program. For FY 2000, nearly
350,000 questions are anticipated, which isamost 33
percent more than the number of questionsreceived in FY
1999. The continued growth of the ETLA program, without
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Without an organizational
commitment and dedicated
technological resources, the
demand for growth cannot
be effectively managed.

any marketing or advertisng, has demondtrated thet the
program has progressed beyond the feasibility stage
envisoned a its inception.

The program growth and technological changes directly
affect the IRS commitment to the existing program. Each
year the increase in the number of questions forces the IRS
to commit more labor resources to support the program
rather than using probe and response technology to provide
asdf-help aternative for taxpayers.

On severd occasonsthe IRS Risk Management Group
discussed proposasto convert the ETLA program from a
long-term research project to afully supported independent
function. However, the program has not received an
organizationd placement or commitment to incorporate it
into the overdl Electronic Tax Adminigtration strategy.

Without an organizational commitment and dedlicated
technologica resources, the demand for growth cannot be
effectively managed. The absence of this organizationa
commitment has resulted in a program without an
infrastructure that has goals, objectives, critical success
factors, and performance measures.

Recommendation

2. To effectivdly administer the rgpid growth of taxpayer
demand, economicaly use resources, and design future
enhancements of the program, the IRS needsto fully
commit to the ETLA program by converting it from a
long-term research project to afully supported
independent function. A date-of-the-art system design
is needed to provide a valuable service to taxpayers at
minima cog.
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The IRS decided not to
advertise the availability of
the ETLA program.

Marketing of the Electronic Tax Law Assistance
Program Should Be Delayed, but the Program
Should Be Expanded to Additional Call Sites

The ETLA program was not designed to be a

high-volume production system and would need amgjor
labor resource commitment to process the sgnificant
increase in the number of Internet questions that advertisng
would generate. The IRS Commissioner wanted the ETLA
program expanded for the 2000 Filing Season, and
management considered placing a message on the U.S.
Individua Income Tax Return (Form 1040) telephone script
suggesting that taxpayers condder submitting their questions
viathe Digitd Dally.

The Customer Service function was concerned that
taxpayers would misunderstand the scope of the service
available on the Internet. In order to dow the growth of the
number of taxpayer questions to a managegble levd, IRS
management decided not to advertise the availability of the
ETLA program. The IRS has no immediate plansto
advertisethe avallability of the ETLA program because of
the labor resource commitment needed to meet the dramétic
increase in demand that advertising would generate.

However, key resources for expanding the ETLA program
are dready in place or readily obtainable.

IRS systems andysts stated that the present design of
the computer system hardware has sufficient capacity to
manage the current incrementa growth in the number of
questions. If the number of questions were to
dramaticaly increase, additiond equipment could be
obtained at anomina cost.

Currently, the ETLA program is operational at 10
Customer Service call sitesand could be operationa at
additiond dtes. The Compliance function employees
that are detailed to work on the ETLA program
questions are dready located throughout the country.
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The ETLA programis
directly affected by toll-free
telephone system operations.

If the IRS markets the ETLA
program without having the
ability to meet expected
demand, it will only create
costly problems while

under mining taxpayer
confidence.

The ETLA program is directly affected by toll-free telephone
system operations. During the filing season, the ETLA
program competes for the limited Customer Service and
Compliance resources that are assigned to answer telephone
callsand ETLA questions. In aMarch 2000 report,’ the
Treasury Ingpector Generd for Tax Adminigtration (TIGTA)
reported that one factor affecting service levelswas
expanding from a 96-hour week to afull 168-hour week.
Staffing was shifted to cover the expanded hours, so fewer
people were available during peak periods.

If the IRS used additiond call Stesto handlethe ETLA
program questions, CSRs would be in a position to better
use ther time by answering ETLA questions when telephone
demand dows. Expangon to additiona siteswould dlow
for more effective use of labor resources between the
competing priorities of the toll-free telephone system and the
ETLA program.

Also, expanding the program to additional Stes could reduce
the need to use more expensive Compliance function
personnel. For example, during FY 1999, Compliance
employees were used to answer 75 percent of dl ETLA
questions. Based on the FY 2000 plan, the estimated staff
costs for Compliance personnel are dmost $1.5 million.
These resources could be used on Compliance activities
involving the collection of an estimated $21.9 million in taxes.

The principa motivation for making government services and
information more available on-line should be to improve the
efficiency and qudity of government services. However, if
the IRS markets the current ETLA program, but does not
develop the ability to meet the expected demand, it will only
create codtly problems while undermining taxpayer
confidence. Conversdly, not developing the ability to meet
greater demand hindersthe ETLA program’s successin

*TIGTA report entitled, Toll-Free Telephone Service Levels
Declined in 1999 Despite Costly Effortsto Achieve World Class
Performance (Reference Number 200030062, dated March 2000).
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The current system design of
the ETLA program will not
significantly help achieve
the IRS Electronic Tax
Administration goals.

helping achieve the IRS Electronic Tax Adminigtration
godls.

Advertisng the program would likely increase the number of
questions dramatically. For example, when the
Commonwedth of Pennsylvania - Department of Revenue
advertised the availability of itstax law e-mail system, the
number of questions increased over 500 percent. If
that percentage held true for the

|abor-intensve ETLA program, the IRS would have to
consarvatively plan for enough labor resources to answer
1.75 million taxpayer Internet inquiries versus the nearly
350,000 planned for FY 2000.

Further, if this scenario held true with the current structure of
the program, the increase in activity would cost the IRS an
estimated $7.3 million in Compliance function sdariesand
over $109.5 millionin foregone collected taxes.

Recommendation

3. Until there are technologica changes and an
organizationa commitment, the IRS needsto delay the
marketing of the ETLA program. Intheinterim, the IRS
should expand the ETLA program to additiond cdl sites
to process the ever-increasing taxpayer demand for this
electronic service while reducing the need to use more
expensive Compliance function personnd.

Conclusion

The current system design of the ETLA program will not
sgnificantly help achieve the IRS gods of:

1) making dectronic communication so Smple, inexpensive,
and trusted that taxpayers will prefer it to caling and mailing;
and 2) subgtantialy increasing taxpayer access to eectronic
communication products and services. The IRS needsto
leverage technology that will provide enhanced access to tax
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informeation, maximize efficiency, and improve eectronic
customer sarvice.

ThelRS has not yet fully committed to the ETLA program
by eevating it from along-term research project to afully
supported independent function. This preventsthe ETLA
program from sgnificantly helping the IRS achieve its
Electronic Tax Adminigtration goas. A state-of-the-art
system design would help provide avauable service to
taxpayers a minimal codt.

Until there are technologica changes and an organizationd
commitment, the IRS needs to delay the marketing of the
ETLA program. In the interim, expanding the ETLA
program to additiona cal siteswould help the IRS process
the ever-increasing taxpayer demand for this eectronic
service while reducing the need to use more expensive
Compliance function personnd.
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Appendix |

Detailed Objective, Scope, and Methodology

The overdl audit objective was to determine the effectiveness and efficiency of the Interna
Revenue Service' s (IRS) efforts to leverage technology to improve service to taxpayers through
the Electronic Tax Law Assstance (ETLA) program. The audit evduated the IRS' effortsto
reduce telephone demand by using the current ETLA program and identifying the requirements
for the next stage of system development. The following steps were completed to accomplish
the audit objective;

|. To determine the effectiveness of the IRS' efforts to ensure the accuracy and timeliness of
information provided via e-mail responses to taxpayer Internet questions, we:

A. Reviewed the dtrategic plansto expand the ETLA program in order to provide greater
ass stance within established time condraints.

1. Evaduaed the adequacy of the overdl planning assumptions and the plausibility of
effectivey implementing these changes.

2. Reviewed program godls, critical success factors, performance measures, and the
follow-up system for monitoring progress.

3. Reviewed the exigting tax law e-mail systems used by the state revenue departments
in Pennsylvania and New Jersey to identify “best practices”

4. Evaduated available technology that can enhance both the qudity and timeliness of
responses.

5. Reviewed the minutes of the Customer Service - Risk Management Group meetings
for Fisca Y ear 2000.

II. To determine the efficiency of the ETLA program, we:
A. ldentified the cost of the ETLA program.

1. Compared the cost of telephone responses to the cost of e-mail responses.

Page 13



Expanding the Electronic Tax Law Assistance Program

2. Determined the amount of resources expended on the program, the questions
answered per Full Time Equivaent," and the opportunity cost associated with the

program.

B. Evduaed the method used by management in determining the optima workload for
Customer Service Representatives and the prioritization of telephone and
email inquiries.

! The number of full-time employees that would be required during a period to perform the work done during
that period. To calculate the Full Time Equivalent, divide the number of seconds of work performed by the
number of secondsin the period.
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Appendix I

Major Contributors to This Report

Gordon C. Milbourn 111, Associate Ingpector Generd for Audit (Smal Business and Corporate
Programs)

Philip Shropshire, Director

Edmond Wait, Audit Manager

Richard Turner, Senior Auditor

Benjamin Hawkins, Auditor

Frank Maletta, Auditor
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Appendix Il

Report Distribution List

Deputy Commissioner Modernizetion C:DM

Deputy Commissoner Operations C:DO

Office of the Chief Counsd CC

Chief Information Officer 1S

Chief Operations Officer OP

Assgtant Commissioner (Customer Service) OP.C

Nationd Director, Customer Service Compliance, Accounts and Quaity OP.C:A
Nationa Director, Telephone Operations Divison OP.C:T

Director, Customer Service Center OP.C.CS

Director, Legiddive Affars CL:LA

Director, Office of Program Evduation and Risk Andyss M:O

Office of Management Controls CFO:A:M

Nationd Taxpayer Advocate C.TA

Audit Liaison: Office of the Assstant Commissoner (Customer Service) OP.C
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Appendix IV

Glossary of Terms

Call Sites/Call Centers — Any location within a company where people, telephones, and
computers handle quantities of incoming and/or outgoing cals. The Internd Revenue Service
(IRS) sites/centers provide assistance to taxpayers by answering questions, providing
assstance, and resolving account-related issues.

Centralized Quality Review Site (CQRS) —TheIRS corporate monitoring system for its
main toll-free telephone lines. Therole of the CQRS isto provide asingle product review
system that provides quditative and quantitative datafor use in determining whether the IRS is
fulfilling its three gods of increasing voluntary compliance, reducing taxpayer burden, and
improving qudity-driven productivity and customer satisfaction.

Collection — The function of the IRS thet is responsible for collecting the proper amount of
Federd tax from dl persons who have not filed returns and/or paid tax as required by law.

Compliance— A term used to describe the IRS' Collection and Examination functions whose
mission isto ensure taxpayer compliance through collecting delinquent taxes and auditing tax
returns to determine correct tax liahilities.

Customer Satisfaction Surveys— A voluntary survey to measure how satisfied taxpayers
were with the service provided by the IRS.

Customer Service—When capitdized in thisreport, refers to the function in the IRS that is
responsible for direct taxpayer contact in such areas as toll-free tel ephone assistance, eectronic
tax law assgtance, and “walk-in" Ste assstance.

Customer Service Representative (CSR) — An IRS employee who may perform work on
the telephones, as well as paper inventory resulting from telephone contacts.

Enfor cement — Activities such as auditing tax returns, collecting ddinquent taxes, and
prosecuting crimina tax cases.

E-Mail — Electronic text mail used for the transmission of messages sent from a computer
termina or computer system.

Examination — The IRS function which administers a nationwide audit program involving the
selection and examination of dl types of Federd tax returns to determine correct tax liabilities.

Filing Season — The period from January 1 through April 15 of each caendar year during
which most taxpayers typicdly file thelr individua income tax returns.

Page 17



Expanding the Electronic Tax Law Assistance Program

Fiscal Year (FY)—A 12-month period that ends on the last day of any month except
December. TheIRS fisca year runsfrom October 1 of a caendar year through September 30
of thefollowing calendar yesar.

Forecast — An expected or desired set of standards for a service over a specified period of
time. Thisincludes the number of calls offered, the number of cals handled, average tak time,
etc.

Full Time Equivalent (FTE) — The number of full-time employees that would be required
during a period to perform the work done during that period. To caculate the FTE, divide the
number of seconds of work performed by the number of secondsin the period. For example, if
employees spent atotd of 7,200 seconds handling cals during a half-hour (1,800 second)
interval, the FTE for call handling during the interva is 7,200 person-seconds/ 1,800 seconds =
4 persons.

I nternet — A network of many large computers joined together over high-speed data links.

Scheduling — The process of forecasting the workforce that will be needed to meet the
anticipated customer demand.

Script — Prerecorded statements that taxpayers move through before speaking with aCSR.

Service Center — The data processing arm of the IRS. The service centers process paper and
electronic submissions, correct errors, and forward data to the nationa computing centers for
analysis and pogting to taxpayer accounts.

Toll-Free Telephone System — The IRS has avariety of toll-free telephone linesto assst
taxpayers in meeting their Federd tax obligations.

Web-enabled Probe and Response Guide— Probe and response technology is used to guide
an Internet customer through a series of questions and answers to the solution of a problem.
These fully automated sdf-help systems are used to satisfy customer inquiries without the
intervention of a customer service representative.
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