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Dear Bill:

The  Honorable  William V. Roth, J r.

Cha irman

Committee  on Finance

United S ta tes  Sena te

Washington, D.C. 20510

I am pleased to enclose  the  firs t Semiannua l Report to Congress  prepared by the  Office  of the

Treasury Inspector Genera l for Tax Adminis tra tion (TIGTA) for the  period ending

March 31, 1999. The  TIGTA office  was  es tablished in January 1999 in accordance  with the

Inte rna l Revenue  Service  Res tructuring and Reform Act of 1998. It opera tes  with the  same bas ic

power and authority as  a ll other Inspector Genera l organiza tions , and its  focus  is  devoted entire ly

to the  IRS. This  report highlights  many audit reports  is sued during the  reporting period, as  well

as  a reas  of concern to TIGTA within the  IRS organiza tion. Management is  in genera l agreement

with essentia lly a ll findings  and recommendations  and is  active ly deve loping or implementing

plans  to resolve  these  is sues .

I a lso am pleased to have  this  opportunity to comment on a reas  of progress  in the  IRS s ince  the

passage  of the  Res tructuring and Reform Act las t year.  Severa l key improvements  were  made  on

the  management and organiza tiona l fronts . The  IRS filled severa l critica l executive  pos itions

with individua ls  from outs ide  of the  se rvice , such as  the  Chief Information Officer, the  Taxpayer

Advoca te  and the  Deputy Commiss ioner of Moderniza tion. The  process  for filling the  pos itions

on the  Overs ight Board was  a lso se t in motion. Organiza tiona lly, the  IRS began centra lizing

certa in fie ld opera tions , and a lso comple ted initia l phases  of the  overa ll plan to reorganize  a long

bus iness  lines . Over 3,000 recommendations  were  prioritized into 157 near-te rm initia tives

which the  se rvice  is  active ly managing to achieve .

On the  sys tems  front, the  PRIME contract was  s igned and the  e ffort to modernize  technology

throughout the  IRS has  begun. S ignificantly, the  initia l s teps  of this  multi-billion dolla r project

have  included integra ting PRIME and IRS teams and es tablishing a  governance  s tructure  for the

contract. Progress  on Y2K issues  has  been pos itive , s ince  the  majority of changes  have  been

comple ted, applica tions  have  been put into production and end-to-end tes ting is  scheduled to

begin in the  near future . It is  noteworthy tha t this  year's  tax filing season was  la rge ly absent of

Y2K problems.

In conjunction with the  many planned and comple ted changes , performance  measures  in a ll

parts  of the  organiza tion have  been revamped to ensure  not only the  rea liza tion of our

cha llenging goa ls  in the  near-te rm, but a  continuing high leve l of performance  in the  years  to

come. The  IRS is  leading the  Department in deve loping a  ba lanced se t of crite ria  to measure
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employee  and cus tomer sa tis faction, as  well as  bus iness  results . This  e ffort has  in turn been

reenforced through two major conferences  he ld to discuss  "Leading in the  New IRS '', the

des igna tion of a  specific organiza tiona l performance  executive , the  tra ining of IRS managers  on

how to manage  with the  new se t of performance  measures , and the  ins titution of cus tomer

surveys .

Clearly, these  events  s igna l a  new beginning for the  IRS. In conjunction with the  crea tion of the

TIGTA organiza tion and the  recent confirmation and swearing-in of David Williams  as  its  firs t

Inspector Genera l, I am confident tha t the  proper founda tions  have  been la id for management

and TIGTA to work toge ther toward the  common goa l of achieving and mainta ining

organiza tiona l exce llence  as  we  ente r the  new millennium.

Sincere ly,


