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(300)-80
Audit Techniques

80.1   Overview. 

There are many audit techniques that may be used during the planning and fieldwork execution processes.  These techniques may be used in meeting audit objectives and identifying high-risk areas and/or significant issues.  Among established auditing techniques are:

· Flowcharting.

· Interviewing. 

· Sampling.

· Conducting confirmation programs.

80.2   Flowcharting. 

During the planning stage, auditors gain a working knowledge of the workflow and processing actions of areas slated for audit.  Flowcharting increases the auditor’s understanding of complex operations.  Flowcharting:

· Breaks down complex operations into their simplest parts.

· Provides overviews of how work is received, processed, and completed.

· Identifies key control points for further review and testing.

· Provides a visual impact not achievable by detailed narratives alone.

Formal flowcharts are generally used to analyze complicated systems or processes.  Standard flowchart symbols are used.  Informal flowcharts are used for broad organizational overviews.  They describe only key processing steps and show who performs them.  Generally, standard flowchart symbols are not used for informal flowcharts.

Flowcharts can be effectively used to:

· Support reviews by providing information, arranging it into logical sequences for analysis.

· Supplement written procedures by furnishing graphic summaries of procedures.

· Supplement oral presentations and reports, in that they increase the effectiveness of presentations.

Several computer flowcharting software packages currently exist on the market.  Most Office of Audit (OA) offices have at least one copy of these packages.  The software packages usually help ease the drafting and amending of flowcharts.  Auditors should use the software package available at their offices, when appropriate.  When completed, flowcharts can either be stored electronically within the TeamMate electronic workpapers or printed for review and discussion with management.

80.3   Interviewing.

The purpose of an audit interview is to gather facts.  Auditors should conduct audit interviews with sincerity, honesty, empathy, and candor.

Interviewing techniques must be adapted for each individual interviewed.  Auditors need the cooperation of interviewees to get complete information and an accurate perspective of operations and programs being reviewed.  Auditors develop skill in handling interviewee attitudes as they interview different types of people.  Creating an atmosphere of open communication is important since auditee rapport affects all aspects of audits.

Auditors should not promise an interviewee confidentiality for information obtained.  This information may be disclosed to other parties as needed. 

A six-stage approach is helpful in conducting interviews.  Auditors should:

· Prepare - Auditors should identify objectives and information before interviewing.  Auditors should research subjects to be discussed and have specific questions drafted before the interview.

· Motivate - Auditors can motivate interviewees by creating a relaxed interview atmosphere.  One way to establish rapport with interviewees is to explain the purpose of the interview, how the information will be used, and what is expected of the interviewee.

· Effectively Question - Auditors must control the interview to elicit the maximum amount of information.  The interview should flow naturally and spontaneously to create the appearance of a discussion rather than of an interrogation.  Auditors should put questions in non-threatening contexts.

· Listen - Auditors should listen carefully and keep interview objectives in mind so that questions, including ad hoc follow-up questions, can be asked to obtain necessary information.  Making detailed notes, formulating opinions, and analyzing information in detail should follow the interview.

· Summarize - Auditors should summarize at the close of the interview so that the interviewee can correct inaccuracies or expand, retract, or revise information.

· Analyze - Auditors should make additional notes and summarize information shortly after concluding the interview.  By doing so, auditors can put information in proper perspective while it is still fresh and compare it with original interview objectives to determine if additional information is needed.

80.4   Sampling. 

The OA’s policy is to ensure that findings and conclusions are sound by choosing the type and size of the sample and implementing the sampling procedures appropriate to the audit objectives.  The sample selection is important because auditors also need to measure audit outcomes during every audit.

The Audit Plan’s Audit Methodology and Objective document in the audit file should contain a summary of the sampling procedures used.  The summary should describe the type of sample drawn (e.g., random, stratified, etc.) and the source.  The audit staff should design the sample based on the audit objectives and data analyses.

The sampling plan documents the steps and procedures involved in taking a sample.  It guides auditors in executing the sample and aids in preparing the scope and methodology section of the report.  If possible, the sampling plan should be agreed to by the auditees.  The sampling plan involves the following steps:

· Stating the sample objectives (e.g., to estimate the number of tax returns for which the government owed the taxpayer interest) and explaining the reason for taking a sample.

· Defining the sampling unit or the elements to be measured (e.g., tax returns, heads of households, or participants in a program).

· Defining and estimating the size of the population (e.g., the 150,000 tax returns handled by the service center during March 1998).

· Developing a description of the items available for selection in the sample (e.g., the computer list on tape of all returns processed during the month).

· Describing the type of sampling, the reasons for selecting this, and the selection procedure used in selecting the sampling units, including the source of the random numbers.

· Suggesting a sample size and the precision you expect to achieve.

· Deciding the data collection and recording techniques to be used to record the data.

· Choosing the analysis methods to be used.

· Explaining how missing sample items will be handled.

Auditors can reach conclusions about a population by examining only a portion of that population.  Computer software allows auditors to select 100 percent of audit populations if desired.  Sometimes the size and magnitude of Internal Revenue Service (IRS) operations require sampling techniques to analyze large quantities of information quickly, accurately, and economically.  Properly used sampling techniques can provide audit information that is representative, reliable, and quantitatively defensible.  Auditors may project their results only to the population from which a sample is taken, e.g., if samples are taken from one service center, projections may be made only about the universe in that service center and not projected to the other service centers.

Auditors should choose the type of sampling that best achieves their objective and is cost effective.  The selection should be based on professional judgment and consider the precision needed and the use of projected results.  However, auditors must always consider how sampled items can be used to accurately measure audit outcomes.  After determining the sample type, auditors must determine sample size and selection method.  Finally, auditors must objectively appraise sample results.  Exhibit (300)-80.1 contains a summary of sampling techniques.  Sampling can be judgmental or statistical:

· Judgmental sampling usually involves selecting a sample based on a percentage of the whole or using a set number, such as 50, 100, 250, etc.  

· Statistical sampling is more involved and requires the application of specific scientific methods. 

Commonly used sampling terminology includes:

· Confidence level is the degree of probability that sample results are representative of actual conditions in the population.  For example, a confidence level of 90 percent means that there are 90 chances in 100 that sample results represent the true population characteristics.

· Precision is the range within which the estimate of the population characteristics will fall at the stipulated confidence level and is expressed as a plus or minus percentage.  Confidence level and precision are integral parts of the same mechanism.  Each has an effect on the other.  Precision is expressed in percentages (for attribute samples) and in units (for variable samples).  For example, in the statement, “We estimate the error rate in performing this activity is between 10 and 15 percent,” the precision is 5 percent (or +/- 2.5 percent).

· Sample reliability is the confidence level and precision achieved by a statistical sample. The statement “We are 90 percent confident the actual error rate is between 10 and 15 percent” is an example of sample reliability.
· Stratified selection means dividing the population into two or more segments (strata) and taking a sample from each stratum.  Sample results from the separate strata may be combined into an estimate for the entire population.

· Standard deviation is the measure of the variability of a particular population or of a sample from that population.

80.4.1   Sample Types.   Audit objectives should indicate which type of sample should be used.  When it is not necessary to make a statement about an entire population, a judgment sample is appropriate.  When random judgment sampling does not adequately support the auditor’s conclusions, one of the four following more accurate statistical samples should be used:

· Discovery sampling.

· Stop or go sampling.

· Attribute sampling.

· Variable sampling.

80.4.2   Judgment Sampling.   Judgment sampling is generally used for populations too small for mathematical evaluation.  Judgment sample results cannot be accurately projected over an entire population; however, when properly used, they can indicate the makeup of the population.

Random judgment samples usually provide satisfactory results.  However, if a precise projection of sample results over a population is needed, auditors should use statistical sampling methods.  Auditors should determine whether random judgment sampling is sufficient to clearly support their conclusions and will result in acceptable management corrective action.

80.4.3   Discovery Sampling.   Discovery sampling is:

· Appropriate when the population to be reviewed has a high potential for integrity breakdowns or the audit objective is to detect a significant error.

· Used to identify at least one suspected occurrence, assuming a given number of such occurrences exist in the population.

· Applicable in identifying integrity breakdowns, fraudulent items, or other significant errors with infrequent occurrences.

· Applicable if auditors assume a stipulated number of items exists in the population.

For at least one fraudulent item or significant error to be found, the actual number of fraudulent items or errors in the population must be equal to or greater than the stipulated or estimated number of items or errors at the desired confidence level.  The stipulated number of items or errors is the maximum number of items or errors that can be tolerated based on staffing and the adverse effect of the errors.

80.4.4   Stop or Go Sampling.   Stop or go sampling:

· Involves sampling a universe in increments and examining each incremental sample before deciding when to stop.

· Is appropriate for preliminary sampling and survey audit testing.

· Allows auditors to determine from the smallest possible sample size if an error rate exceeds a predetermined level.

· Provides assurance, within a fixed degree of confidence, that the error rate in a population is less than a predetermined acceptable error rate.

· Does not provide an estimate of actual error rate; however, it can readily be converted into attribute sampling, which can be used to estimate actual error rate.

80.4.5   Attribute Sampling.   Attribute sampling:

· Identifies the number of occurrences of a particular characteristic in a population, at a given confidence level, within a specified range of precision.

· Is applicable in testing systems of internal control by estimating the number of occurrences (errors) in a population with a scientific degree of reliability.

80.4.6   Variable Sampling.   Variable sampling is used to estimate dollar values, time spans, and other variables at given confidence levels and ranges of precision.

80.5   Sample Size. 

Sample sizes must be determined after audit objectives and tests are established and sample type is determined.  For judgment samples, auditors determine sample size based on audit circumstances.  A sample of 50 or more items can, in many cases, be evaluated statistically, if desired; therefore, before choosing a judgment sample size of more than 50 items, auditors should consider converting to statistical sampling.

Auditors should use either mathematical formulas or sampling tables to arrive at a statistical sampling size providing acceptable reliability. 

80.5.1   Sample Sizes for Discovery Sampling.   To calculate sample sizes for discovery sampling, the following information must be specified:

· Confidence level.

· Stipulated number of errors.

· Population size.

80.5.2   Sample Sizes for Stop or Go Sampling.   To calculate sample sizes for stop or go sampling, the following information must be specified:

· Confidence level.

· Maximum acceptable error rate.

To determine which sampling tables to use, auditors must know whether the population is over or under 2,000 items, although exact population size is not required.

80.5.3   Sample Sizes for Attribute Sampling.   To calculate sample sizes for attribute sampling, the following information must be specified:

· Confidence level.

· Precision.

· Expected error rate.

· Population size.

Precision and confidence levels are determined by auditor judgment.  Expected error rate is an auditor’s estimate of actual error rate and is based on prior audit experience or a preliminary sample.

80.5.4   Sample Sizes for Variable Sampling.   To calculate sample sizes for variable sampling, the following information must be specified:

· Confidence level.

· Precision.

· Standard deviation.

· Population size.

Precision and confidence levels are determined by auditor judgment.  Standard deviations must be calculated from preliminary samples of at least 40 items.

80.6   Sample Selection. 

After determining sample type and size, auditors can select the sample.  Statistical samples must be selected without bias.  Judgment samples should also be selected without bias (random number selection), unless the purpose of the sample is to find examples to emphasize auditor conclusions.  When non-statistical samples are used, they must be identified as such in audit documents.

Unbiased samples are normally selected by the following methods:

· Random number selection - generally considered the best method for selecting a true random sample.  Random number selection is accomplished through the use of random number tables.  A sufficient number of random numbers are selected from the tables to equal the desired sample size.  Items in the population are assigned consecutive numbers.  Those items corresponding to selected random numbers are included in the sample.

· Interval selection - the method of selecting items at fixed intervals after the first item is chosen at random using random number tables.  The fixed interval is calculated by dividing the population by the sample size.  Interval sampling assumes the population to be randomly distributed.  When populations are distributed in patterns, auditors should calculate intervals so that two or more passes through the population are made, with each pass having a different random start.

· Stratified selection - accomplished by dividing a population into two or more segments.  Samples are selected from each segment using random numbers or interval selection and analyzed.  Results are then combined into an estimate for the entire population.  Stratifying can help reduce sample size and the distorting effect of wide numerical variances.  This method of selection is effective for determining characteristics of a portion of a population.

For additional guidance on selecting an audit sampling method and presenting the results in an audit report, please refer to Section (300)-90.12.6, Detailed Objective(s), Scope and Methodology.

80.7   Confirmation Program Letters. 
Use of confirmation letters is a standard practice in the audit community.  Letters can be generic or individually tailored for a specific purpose.  A confirmation letter is used routinely to communicate directly with a customer base to receive independent verification of information contained in auditee records.  

The OA must obtain Office of Management and Budget (OMB) approval for confirmation letters as well as telephone surveys.  To ensure timely OMB consideration, requests to conduct a confirmation program should be submitted during the planning of an audit.  

Information gathering in connection with investigating a criminal matter or a civil action to which the government is a party is exempt from OMB restrictions.

A Privacy Act and Paperwork Reduction Act Notice should be included with each confirmation letter.  Exhibit (300)-80.2 provides an example of the notice content, which, if at all possible, should be on the same sheet as the confirmation letter and not a separate stuffer.  The “response time” sentence of the Privacy Act Statement should be adjusted to reflect the estimated completion time annotated on OMB Form 83-1.
Because responses are voluntary and beneficial to the government, confirmation programs should include the necessary postage for taxpayer responses.  The cost of preparing and mailing the letters should be carefully considered before requesting approval for a confirmation program.  The cost of the confirmation program will be documented in the supporting statement/justification that accompanies the OMB Form 83-1.

80.7.1   OMB Clearance of Confirmation Program.   The Paperwork Reduction Act and the implementing regulations require that OMB approval be received before the Treasury Inspector General for Tax Administration (TIGTA) seeks from 10 or more taxpayers answers to either written or oral identical questions.  All requests for OMB approval must receive concurrence from the DIGA and go through the Department of the Treasury Reports Management Office.  The approval lasts for 3 years and an approval number is assigned to each form or, if the questions are to be asked orally, to each set of questions.  The approval process requires publishing in the Federal Register and can take 4 to 6 months.

The OMB may grant emergency clearance when the confirmation program is essential to the mission of the TIGTA and the compliance with the normal procedures would result in public harm, an unanticipated event occurred, or the normal procedures would cause TIGTA to miss a statutory or court ordered deadline.  The OMB carefully scrutinizes each request for emergency clearance to ensure the justification is adequate.  In addition, the OMB is monitoring the number of emergency requests to identify agencies, which abuse this process. 

The content of confirmation letters and other information gathering instruments requires individual, prior approval from the OMB.  The OMP will coordinate all OMB requests for approval of confirmation letters with the Department of the Treasury Reports Management Office.
Once the OMB approves individual documents, any modification to the confirmation letter needs OMB approval.  The OMB may approve editorial changes only in a streamlined process using a change worksheet.  This streamlined process takes only a few days. 

Examples of currently approved confirmation letters are included in Exhibit (300)-80.5 and Exhibit (300)-80.6.

80.7.2   Preparing Confirmation Program Letters.   All requests to conduct information gathering activities (written or oral) designed to elicit the same information from 10 or more individuals must be submitted for review by the Deputy Inspector General for Audit (DIGA).
The approval process that the OA should follow when developing a confirmation letter is as follows:

· Directors should prepare the following documents and send them to the OMP electronically:

· A draft of the proposed information collection instrument (confirmation letter, questionnaire, telephone questions, etc.).

· A supporting statement/justification for using a confirmation letter.

· A detailed estimate of the taxpayer burden.

· A detailed estimate of the cost to the government.

· OMB Form 83-1.

· The OMP will review the request and work with the requestor to resolve any questionable items.

· The OMP will submit the request to the DIGA for approval of the confirmation letter.  This includes publishing in the Federal Register and assembling the final package for the DIGA’s signature and submission to the OMB.  The OMP will coordinate with the Treasury Reports Management Officer.

· After the OMB approves and issues a control number, the OMP will notify the Director.

OMB approval is needed for the following types of information gathering or confirmation program items:

· Forms.

· Notices.

· Letters.

· Stuffers.

· Questionnaires.

· Surveys.

· Manual instructions.

· Record keeping requirements.

· Other oral and written means by which identical requests of information are made from persons, whether responses are voluntary or mandatory.

OMB clearance numbers and expiration dates are used to identify information gathering or confirmations subject to the Paperwork Reduction Act that are cleared by the OMB.  The confirmation material used must include clearance numbers and expiration dates.  For telephone interviews, auditors must orally provide this information to taxpayers.

Confirmation programs may assist in determining the accuracy of IRS records.  Confirmation programs can be used to verify the balances due, payment history, 
fact-of-filing, etc.  They should not be viewed as a review of individual taxpayer accounts to determine the need for enforcement actions.  


Confirmation program letters should be tailored to the specifics of the audit.  At a minimum, program letters should include statements on:

· Authority for soliciting information and whether disclosure of such information is mandatory or voluntary.

· Principal purpose of gathering information.

· Additional uses of the information other than the principal purpose.  This should include the fact that information may be shared with the IRS but will not be shared with other parties without written permission.

· Effect on recipients if they do not furnish all requested information.

· The independence of the TIGTA from the IRS.

· Reminder not to send any money with the response.

When selecting accounts or related information for confirmation, avoid those that could compromise such activities as:

· On-going investigations (TC 910, 914, 916, 918).

· On-going litigation (TC 520).

· Sensitive activities that may cause embarrassment to the IRS, such as deceased taxpayers (TC 540).

For audits of taxpayer accounts or delinquency investigations, confirmation letters can be computer printed using locally developed programs.  Current information on balances due and returns not filed should be obtained from the Integrated Data Retrieval System.

Confirmation letters and responses should be controlled by Senior Auditors to prevent alteration or interception.  Directors should be designated as the address to which confirmation letter recipients are to forward their responses.

Responses indicating the taxpayer’s agreement verify the accuracy of requested information.  Responses indicating disagreement may reflect differences in the timing of recorded transactions, possible errors, deficiencies in operating procedures, or fraud.  All unagreed responses will be resolved and documented in audit workpapers.  When the potential of employee fraud does not exist, information may need to be referred to the appropriate IRS function in order to help resolve the taxpayer’s problem (e.g., research showed the amount of payment was applied to a wrong period or wrong Taxpayer Identification Number (TIN)).  If so, the Director will issue a memorandum to the appropriate IRS official referring the information for proper resolution.  Likewise, indications of fraud will be referred to the appropriate Head of Office.  Resolution of these unagreed responses may identify potential procedural and processing problems or potential misconduct or fraud by employees or taxpayers.  Procedural and processing problems should be fully developed and reported to management using normal auditing and reporting procedures. 

Determination of the response rate percentage (number of usable replies relative to total number of letters sent or telephone interviews conducted) will assist in evaluating the confirmation program results and in determining whether evidence gathered is sufficient to form an audit opinion.

Second request letters, if needed to increase the confirmation letter program resolution rate, should be mailed approximately 4 weeks after original requests were mailed.  Second request letters should meet the same standards as original confirmation letters and be identified as second requests.

Taxpayers and other parties having amounts due the IRS may occasionally include cash or checks with their responses to confirmation letters.  Moneys must be physically secured and receipt and disposition carefully documented in audit workpapers.  Remittances are handled as follows:

· Remittances received from taxpayers will be transmitted by memorandum, with a request for acknowledgment of receipt, no later than the first workday following receipt to the Clearing and Deposit Section in the service center or the nearest teller unit.  To minimize the risk of loss, remittances should be transmitted by mail only when it is not practical to deposit them directly with a teller.  Cash remittances should be converted to money orders or bank drafts if transmittal through the mail is required.

· Remittances received applying to IRS administrative accounts should be transmitted by memorandum to, and require an acknowledgment of receipt from, the Accounting Section in the appropriate IRS office.  Transmittal of these remittances will be made in accordance with requirements included above and Internal Revenue Manual 5900.

80.7.3   Telephone Interviews.   Telephone interview programs must be approved by the DIGA, the same as written programs, and must be in accordance with disclosure procedures.  The Paperwork Reduction Act and the accompanying regulations do not distinguish between oral and written requests for information.  The OMB must approve oral communications where the questions are identical and are to be asked of 10 or more taxpayers.  As long as there is a script, it must have OMB approval.  If the answers to the “scripted” questions (written or oral) raise other questions that are not scripted, these additional questions do not need OMB approval.  Auditors are not limited to the pre-approved script and can adapt to the answers given.  When seeking OMB approval for oral questions, the OA should alert the OMB to the possibility of deviation.

Telephone interviews should include statements of the:

· Authority for soliciting information and whether disclosure of such information is mandatory or voluntary.

· Principal purpose of gathering information.

· Additional uses of the information other than the principal purpose.  This should include the fact that information may be shared with the IRS but will not be shared with other parties without written permission.

· Effect on recipients if they do not furnish all requested information.

· The independence of the TIGTA from the IRS.

Telephone interviews should be documented and include at a minimum:

· Taxpayer name, TIN, and telephone number.

· Interview date.

· Note that information was verified.

· Statement signed by the interviewer that the taxpayer was informed of his or her rights.

Determination of the response rate percentage (number of usable replies relative to total number of telephone interviews conducted) will assist in evaluating the confirmation program results and in determining whether evidence gathered is sufficient to form an audit opinion.

80.8   Subpoena Authority and Procedures.
The Inspector General has authority under Section 6(a)(4) of the Inspector General Act of 1978, to require the production of documentary evidence by subpoenas addressed to parties other than Federal agencies.  The Act authorizes the TIGTA to require by subpoena the production of all information, documents, reports, answers, records, accounts, papers, and other data and documentary evidence necessary in the performance of the functions assigned by this Act.  

TIGTA subpoenas may be used to obtain records needed in audits and investigations for which the TIGTA has responsibility.  Where appropriate, documents and information should be sought by voluntary production or pursuant to contractual, grant, or regulatory obligations, prior to issuance of a subpoena.  Where access to records is refused, TIGTA representatives may advise that the TIGTA has subpoena authority but should not threaten the use of such authority.  If voluntary production does not occur, or records are not made available in a timely manner, service of the subpoena may be advisable.

When documents are required for an audit and there is a related ongoing criminal investigation, the issuance of a subpoena should be coordinated with the TIGTA Office of Investigations as well as the Department of Justice and/or U.S. Attorney’s Office.  

Requests for subpoenas will usually originate with the assigned Senior Auditor and will normally be in writing.  The TIGTA’s Request for Subpoena (Form S-001) and Subpoena (Form S-002) should be used except in unusual circumstances. 

The request for a subpoena should reflect the need for using the subpoena, including:

· The title and audit or investigation number.

· The name and address of the individual, corporation, partnership, agency, institution, or other unincorporated business whose records are sought and the name and address of the custodian of the records, if known.

· The justification for issuance of the subpoena.

· A complete and precise description of the items to be obtained.  A time period related to the documents should be specified.  The use of attachments to describe the types of records sought is encouraged.

· Any special element of urgency, e.g., possibility of removal or destruction of records.

· Whether a privilege is expected to be asserted, such as attorney-client privilege or self-incrimination under the Fifth Amendment.

· The likelihood, if any, that judicial enforcement of the subpoena will be required or that the subpoenaed party will challenge the subpoena through court proceedings.

· The proposed date of service.

· The name and telephone number of the auditor or agent conducting the inquiry.

Subpoenas will be approved by the Assistant Inspector General for Audit before being forwarded to the Office of Chief Counsel for the Inspector General (OCC) for review.

The subpoena package will include Form S-001, Form S-002, and any supporting documentation.  The request will be forwarded to the OCC where it will be reviewed for completeness, validity, and legal sufficiency, including compliance with the Right to Financial Privacy Act.  OCC personnel will submit the original subpoena and a duplicate original to the DIGA for signature.  The DIGA will sign both documents.  The signed original subpoena and the duplicate original will be sent to the originator.  Copies will also be sent to the OCC for filing.

For more detailed information on TIGTA Subpoena Authority and Procedures, including service of a subpoena, auditors should refer to the Investigations Section (400)-220 of the TIGTA Manual located on the Internal Management Document System.

Exhibit (300)-80.1

Sampling Techniques

	Sampling Type


	Sampling Approach
	Role
	Factors to Consider

	Judgmental (non-probability)
	Selection of items to be sampled is based on the knowledge and judgment of the auditor.
	Effective for probing for possible deficiencies in day-to-day applications of accounting or management systems, selecting case studies and evidence, and describing and drawing conclusions about only the items sampled.


	Cannot be used to support inferences about the population from which the samples were selected.

	Probability (Statistical or Random)
	Sample size is statistically determined to yield required precision of the results within an established confidence level.

Units have a known probability (chance) of selection.
	Can be used to support inferences about the population from which the sample was drawn.

Reliability of the results can be expressed in numerical terms.

Results are objective and defensible.

Results from several samples can be combined.
	Trained and experienced staff must direct sample process.

The OA should use a 
95 percent confidence level.

Sampling error calculation should be developed for each assignment.


Exhibit (300)-80.2

Privacy Act and Paperwork Reduction Act Notice Stuffer

The Budget and Accounting Procedures Act of 1950 authorizes the Department of Treasury to request this information for the purposes stated in the letter.  You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the form displays a valid OMB control number.  The estimated average time to comply with this letter is 15 minutes.  If you have any comments about the accuracy of this time estimate or suggestions for making this letter simpler, please write to either the:


Treasury Inspector General for Tax Administration


Office of Audit


1125 15th Street, NW Room 700A


Washington, D.C. 20005


or


Office of Management and Budget


Paperwork Reduction Project (1591-XXXX)


Washington, DC  20503

Do not send your reply to this letter to either one of these addresses.

Exhibit (300)-80.3

Paperwork Reduction Act Submission (OMB 83-I)

PAPERWORK REDUCTION ACT SUBMISSION

	Please read the instructions before completing this form.  For additional forms or assistance in completing this form, contact your agency’s Paperwork Clearance Officer.  Send two copies of this form, the collection instrument to be reviewed, the Supporting Statement, and any additional documentation to:  Office of Information and Regulatory Affairs, Office of Management and Budget Docket Library, Room 10102, 725 17th Street NW, Washington, DC 20503.

	1. Agency/Subagency originating request              
	2. OMB control number                           b.  FORMCHECKBOX 
 None

a. __ __ __ __ - __ __ __ __            __ __ __ __

	3. Type of information collection (check one)

a.  FORMCHECKBOX 
 New Collection

b.  FORMCHECKBOX 
 Revision of a currently approved collection

c.  FORMCHECKBOX 
 Extension of a currently approved collection

d.  FORMCHECKBOX 
 Reinstatement, without change, of a previously approved 

 collection for which approval has expired

e.  FORMCHECKBOX 
 Reinstatement, without change, of a previously approved 

 collection for which approval has expired

f.  FORMCHECKBOX 
 Existing collection in use without an OMB control number

For b-f, note Item A2 of Supporting Statement instructions
	4. Type of review requested (check one)

a.  FORMCHECKBOX 
 Regular

b.  FORMCHECKBOX 
 Emergency – Approval requested by:   /  /  
c.  FORMCHECKBOX 
 Delegated

	
	5. Small entities

Will this information collection have a significant economic impact on a substantial number of small entities?     FORMCHECKBOX 
   Yes                  FORMCHECKBOX 
   No

	
	6. Requested expiration date

a.  FORMCHECKBOX 
 Three years from the approval date   b.  FORMCHECKBOX 
 Other:   /  

	7. Title              

	8. Agency form number(s) (if applicable)          

	9. Keywords           

	10. Abstract            

	11. Affected public (Mark primary with “P” and all others with “X”)

a.      Individuals or households          d.     Farms

b.     Business or other for-profit         e.     Federal Government

c. _Not-for-profit institutions             f.     State, local, or Tribal Government
	12. Obligation to respond

a.  FORMCHECKBOX 
 Voluntary

b.  FORMCHECKBOX 
 Required to obtain or retain benefits

c.  FORMCHECKBOX 
 Mandatory

	13. Annual reporting and recordkeeping hour burden

a. Number of respondents                                                             
b. Total annual responses                                                             
1. Percentage of these responses collected electronically       
c. Total annual hours requested                                                    
d. Current OMB inventory                                                              
e. Difference                                                                                  
f. Explanation of difference

1. Program change                                   Adjustment              
	14. Annual reporting and recordkeeping cost burden (in thousands of dollars)

a. Total annualized capital/startup cost                           
b. Total annual costs (O&M)                                           
c. Total annualized cost requested                                 
d. Current OMB inventory                                               
e. Difference                                                                    
f. Explanation of difference

1. Program change               Adjustment             

	15. Purpose of information collection (Mark primary with “P” and all others that apply with “X”)

a.      Application for benefits     e.     Program planning or management

b.     Program Evaluation           f.     Research

c.     General purpose statistics g.     Regulatory or compliance

d.     Audit
	16. Frequency of recordkeeping or reporting (check all that apply)

a.   FORMCHECKBOX 
 Recordkeeping                   b.  FORMCHECKBOX 
 Third party disclosure

c.   FORMCHECKBOX 
 Reporting:

    1.  FORMCHECKBOX 
 On occasion     2.  FORMCHECKBOX 
 Weekly           3.  FORMCHECKBOX 
 Monthly

    4.  FORMCHECKBOX 
 Quarterly          5.  FORMCHECKBOX 
 Semi-annually 6.  FORMCHECKBOX 
 Annually

    7.  FORMCHECKBOX 
 Biennially          8.  FORMCHECKBOX 
 Other (describe)       

	17. Statistical methods

Does this information collection employ statistical methods? FORMCHECKBOX 
 Yes

   FORMCHECKBOX 
 No
	18. Agency contact  (person who can best answer questions regarding the

    content of this submission)  Name:         Phone:       
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Exhibit (300)-80.3 (cont’d)

Paperwork Reduction Act Submission (OMB 83-I)

	19. Certification for Paperwork Reduction Act Submissions

On behalf of this Federal agency, I certify that the collection of information encompassed by this request complies with 

5 CFR 1320.9.

NOTE:  The text of 5 CFR 1320.9, and the related provisions of 5 CFR 1320.8(b)(3), appear at the end of the

              Instructions. The certification is to be made with reference to those regulatory provisions as set forth in

             the instructions.

The following is a summary of the topics, regarding the proposed collection of information, that the certification covers:

(a) It is necessary for the proper performance of agency functions;

(b) It avoids unnecessary duplication;

(c) It reduces burden on small entities;

(d) It uses plain, coherent, and unambiguous language that is understandable to respondents;

(e) Its implementation will be consistent and compatible with current reporting and recordkeeping practices;

(f) It indicates the retention periods for recordkeeping requirements;

(g) It informs respondents of the information called for under 5 CFR 1320.8 (b)(3) about:

(i) Why the information is being collected;

(ii) Use of information;

(iii) Burden estimate;

(iv) Nature of response (voluntary, required for a benefit, or mandatory);

(v) Nature and extent of confidentiality; and

(vi) Need to display currently valid OMB control number;

(h) It was developed by an office that has planned and allocated resources for the efficient and effective management and use of the information to be collected (see note in Item 19 of the instructions);

(i) It uses effective and efficient statistical survey methodology (if applicable); and

(j) It makes appropriate use of information technology.

If you are unable to certify compliance with any of these provisions, identify the item below and explain the reason in Item 18 of the Supporting Statement.

	Signature of Senior Official or designee


	Date
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Exhibit (300)-80.4

Supporting Statement for Paperwork Reduction Act Submissions
A. Supporting Statement/Justification

1. Explain the circumstances that make collection of information necessary.  Include a description of any statute or executive order that requires the collection.  Copies of the statutes mandating or authorizing a collection must be included; often the statute will be the one authorizing the general program for which the collection is being conducted.  Provide some background information on the program and describe how the collection supports it.  Detail any specific program problems you hope to resolve.  If your bureau/office is already collecting information from the same universe of respondents, briefly describe these collections and how they relate to the proposed collection.  Every practical effort should be made to consolidate requirement on the same respondents and the supporting statement/justification should reflect that this has been done.  
2. Explain how, by whom, how frequently, and for what purpose the information will be used.  For all but “new” collection requests, indicate the actual use Treasury has made of the information received.  This explanation of the proposed and any past use of the information is a key one and must be detailed.  Do not just make general statements about the overall use of the information, but address the specific items of information being collected.  You should deal individually with each questions or type of question being asked in your survey or on your form unless the purpose of the question is obvious to someone not familiar with your program.  One of OMB’s key standards under the Paperwork Reduction Act is whether the information has “practical utility;” you must demonstrate that you will be using all of the information collected for a practical and necessary program purpose.  
3. Describe whether, and to what extent, the collection of information involves the use of automated, electronic, mechanical, or other technological techniques or other forms of information technology, and the basis for the decision for adopting this means of collection.  Also, describe any consideration you gave to the use of improved information technology to reduce the burden on the public.  You must address the following questions:  is the electronic submission of responses allowed; if a form is involved, is it available for public printing off the Internet; and whether the results of the information collection will be made available to the public over the Internet?  If the answer to any of those questions is “no”, are there plans to do so?  Or why not?  
Note:  The Government Paperwork Elimination Act (GPEA) direct agencies to allow the option of electronic filing and recordkeeping (meaning no paper from the respondent is required) by October 2003, when practical. Agencies submitted their FPEA plans to OMB in October 2001.  Because the GPEA amends the Paperwork Reduction Act, OMB’s review of information collection requests will now incorporate GPEA considerations.  From now on, you should, therefore, address electronic filing and recordkeeping in each submission.  Specifically, in your response to this item of your supporting statement/justification, explain how you will provide a fully electronic reporting option by October 2000, or an explanation of why this is not practicable. 

4. Describe your efforts to identify duplication with other collections that may be gathering the same or similar information.  If the same or similar information is available, describe why it cannot be used or modified for use for the purposes described in Item 2 above.  
5. If the collection will have a significant impact on small entities such as small businesses, organizations, or government bodies (see the instructions for item 5 of OMB Form 83-I), describe the methods used to minimize burden on them.  

Exhibit (300)-80.4 (Continued)

Supporting Statement for Paperwork Reduction Act Submissions
6. Describe the consequence to Federal program or policy activities if the collection is not conducted or would be conducted less frequently.  Also describe any technical or legal obstacles to reducing burden.  
7. Explain any special circumstances that would require the collection to be conducted in a manner inconsistent with any of the OMB guidelines.  OMB issued the following guidelines for proposed information collections or requirements.  If the proposed collection or requirement does not comply with the guidelines, the clearance request must contain an explanation of why the deviation is necessary.  An information collection or requirement should:

· Not require respondents to report information to the agency more often than quarterly.  
· Not require respondents to prepare a written response in fewer than 30 days after they receive the request. 
· Not require respondents to submit more than an original and two copies of the document.

· Not require respondents to retain records for more than three years unless those records are health, medical, government contract, grant-in-aid, or tax records.

· Not be a statistical study that is not designed to produce valid and reliable results that can be generalized to the universe of the study.  In other words, if you collect information from part of a group for statistical reasons, the results must be applicable to the entire group.

· Not require the use of statistical data classification that has not been reviewed and approved by OMB.

· Not include a pledge of confidentiality that is not supported by authority established in statute or regulation, that is not supported by disclosure and data security policies that are consistent with the pledge, or which unnecessarily impedes sharing of data with other agencies for compatible confidential use.  
· Not require respondents to submit proprietary trade secrets, or other confidential information, unless the agency can demonstrate that it has instituted (not just planned) procedures to protect the information’s confidentiality to the extent permitted by law.  
8. If applicable, provide a copy and identify the date and page number of publication in the Federal Register of the agency’s notice, required by 5 C.F.R. 1320.8(d), soliciting comments on the information collection prior to submission to the OMB.  Summarize public comments received in response to that notice and describe actions taken by the agency in response to these comments.  Specifically address comments received on cost and hour burden.  

Describe your efforts to consult with persons outside the agency to obtain their views on the availability of data, frequency of collection, the clarity of instructions and the amount of burden to be imposed, and ways to minimize the burden.  Consultation with representatives of those being 
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Supporting Statement for Paperwork Reduction Act Submissions
affected should occur at least once every three years, even if the collection has not changed.  If circumstances prevent this consultation, describe the representatives, but please note that OMB is emphasizing the need for such consultations.  Do not list consultation done more than 3 years ago. 

9. Explain any decision to provide any payment or gift to respondents, other than remuneration of contractors or grantees.  
10. Describe any assurance of confidentiality provided to respondents and the basis for the assurance in statute, regulation, or agency policy.  .
11. Provide additional justification for any questions of a sensitive nature, such as sexual behavior and attitudes, religious beliefs, and other matters that are commonly considered private.  This justification should include the reasons why the questions are necessary, the specific uses for the information, the explanation to be given to the respondents, and any steps to be taken to obtain their consent.

12. Provide an estimate in hours of the burden of the collection of information.  If this submission is a revision to an approved collection, and describes only the revised requirements, this answer should just reflect the new burden for that requirement and how much this is increased/decreased from the previous burden (if any) for the requirement.  This statement must:

· Provide the number of respondents expected annually, the frequency of their response, the total number of responses expected, the average response time per respondent, and the total annual response time (in hours) for the collection.  Response time included not only the time necessary to complete the form or answer the questions, but also the time needed to gather the information (unless it was already being gathered for other purposes), have it reviewed by lawyers or accountants, etc.  Explain how you arrive at these estimates.

· Remember that figures should be annualized.  For example, if an application/permit will be valid for three years, and you expect 300 respondents the first year and none the second and third years, use the average of 100 respondents.

· Consultation with a few respondents is desirable, but larger surveys to obtain response data are not necessary.  If the burden per response is expected to vary widely, show he expected range of responses and explain the variance.

· If the collection will involve more than one form, provide burden estimates for each form.

· Provide estimates of annualized cost to respondents for the hour burden for the collection, identifying and using appropriate wage rate categories.  The cost of contracting out or paying outside parties for collecting the information should not be included here (see item 14 below).

13. Provide an estimate for the total annual cost burden to respondents or recordkeepers resulting from collection.  Do not include the cost of any hour burden shown in items 12 and 14.  The response time of the respondent is not to be part of the estimate.  The costs identified here will go in Block #14 of the OMB form 83-1.
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Supporting Statement for Paperwork Reduction Act Submissions
The cost estimate should be split into two components:  (1) a total capital and start up cost component (annualized over its expected useful life); and (2) a total operations, maintenance, and purchase of services component.  The estimates should take into account cost associated with generating, maintaining, and disclosing or providing the information.  Include descriptions of methods used to estimate major cost factors including system and technology acquisition, expected useful life of capital equipment, the discount rate(s), and the time period over which the costs will be incurred.

Capital and start-up costs include, among other items, preparation for collecting information such as purchasing computers and software; monitoring, sampling, drilling, and testing equipment; and record storage facilities.

If the cost estimates are expected to vary widely, present ranges of cost burden and explain the reasons for variance.  

Generally, estimates should not include purchases of equipment or services, or portions therefore, made: (a) prior to 10/01/95, (b) to achieve regulatory compliance with requirements not associated with information collection, (c) for reasons other than to provide information or keep records for the government, or (d) as part of customary and usual business of private practices.

14. Provide estimates of annualized costs to the Federal government.  Also, provide a description of the method used to estimate cost, which should show the quantification of hours, operational expenses (such as equipment, overhead, printing, and support staff), and any other expenses that would not have been incurred without this collection of information.  You may also aggregate cost estimates from items 12, 13, and 14 in a single table.  
15. Explain the reasons for any program changes or adjustments reported in items 13 or 14 of OMB form 83-I.  
16. For collections whose results will be published, outline plans for tabulation and publication.  Address any complex analytical techniques that will be used.  Provide the time schedule for the collection, publication, and other actions in the project.  Also, will the results of the collection be made available on your bureau home page?  If not, why?  

17. If seeking approval to not display the expiration date for OMB approval of the information collection, explain the reasons that display would be inappropriate.  
18. Explain each exception to the certification statement identified in item 19, “Certification for Paperwork Reduction Act Submissions,” of OMB Form 83-I.  
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Supporting Statement for Paperwork Reduction Act Submissions
B. Collections of Information Employing Statistical Methods

You should be prepared to justify a decision not to use statistical methods in any case where such methods might reduce burden or improve the accuracy of results.  When item 17 of the OMB form 83-1 is checked “yes”, the following documentation should be provided to the extent that it applies to the methods proposed:

1. Describe (including a numerical estimate) the potential respondent universe and any sampling or other respondent selection methods to be used.  Data on the number of entities (e.g., establishments, State and local government units, households, or persons) in the universe and the corresponding sample are to be provided in tabular form.  The tabulation must also include expected response rates for the collection as a whole.  If the collection has been conducted before, provide the actual response rate achieved.  
2. Describe the procedures for the collection, including:

· The statistical methodology for stratification and sample selection.

· The estimation procedure.

· The degree of accuracy needed for purpose described in justification.

· Any unusual problems requiring specialized sampling procedures.

· Any use of periodic (less frequent than annual) data collection cycles to reduce burden.  
3. Describe methods used to maximize response rates and to deal with issues of non-response. The accuracy and reliability of information collected must be shown to be adequate for intended uses. For collections based on sampling, a special justification must be provided for any collection that will not yield “reliable” data that can be generalized to the universe studied.  
4. Describe any tests of procedures or methods to be undertaken.  Tests are encouraged as an effective means of refining collections, but if answers to identical questions from them or more test respondents are involved, OMB must give prior approval. 
5. Provide the name and telephone number of individuals consulted on statistical aspects of the design and the name of the agency unit, contractor(s), grantee(s), or other person(s) who will actually collect and/or analyze the information for your bureau.  
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Levy Confirmation Letter 001

(Use TIGTA Letterhead)

Confirmation Letter

OMB NO. xxxx-xxx   Expires xx/xx/xx

Month Day, Year

Person to Contact: XXXX XX

Telephone Number (Not Toll Free):

(XXX) XXX-XXXX

Taxpayer Identifying Number: 012-34-5678

Taxpayer

1234 Main Avenue

Metropolis, USA   01234

Dear Taxpayer,

The Department of the Treasury is conducting an independent review of the Internal Revenue Service’s (IRS) records to determine whether the IRS is complying with certain provisions contained in the Internal Revenue Code (I.R.C.).  The Treasury Inspector General for Tax Administration (TIGTA), which is part of the Department of the Treasury but independent of the IRS, is charged with conducting these independent reviews of the IRS.  

We would appreciate your help in verifying the accuracy of the IRS’ records by answering the questions listed below.  Your response is voluntary and there are no penalties for not replying.  This letter is NOT a review of your tax records or a request for payment.  
The information that you provide may be furnished to the IRS.  However, the law prohibits us from providing information concerning your tax account to third parties (other than the IRS) without your written permission.

IRS records indicate that a levy was issued against your asset(s) on or after (insert Month Day, Year).  The I.R.C. requires, as of January 18, 1999, that the IRS notify you in writing prior to the issuance of a levy and inform you of your right to a hearing, which is held by the IRS Office of Appeals.  The IRS uses Letter 1058 or LT 11, Notice of Intent to Levy and Notice of Your Right to a Hearing, for this purpose.  

1. Have you received a letter from the IRS since January 18, 1999, notifying you of a levy against your asset(s) and your right to a hearing? 
YES  (    )        NO  (    )  
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Levy Confirmation Letter 001

· If you answered yes, what is the date on the letter? ________________    If you no longer have the letter or do not remember the date on the letter, just answer “don’t know.”
2. If you answered yes to question #1, did you request an appeals hearing within 30 days from receipt of the letter?  YES (    )    NO (    ) 

3. If you answered yes to question #2, did the IRS grant the hearing?
YES  (    )     NO  (    )    Have not heard from the IRS (    )

To help assure our independent review of the IRS, please reply only to the Department of the Treasury (or the TIGTA) using the enclosed postage-paid envelope.  Please do not forward this letter to the IRS.  If you have any questions, please call the individual shown at the top of this letter.  We would appreciate your reply within 10 days.  Thank you for your cooperation.

Sincerely,

(DIGA’s Name)

Deputy Inspector General for Audit  

Enclosures:   Postage-paid Envelope

Privacy Act and Paperwork Reduction Act Notice

The Budget and Accounting Procedures Act of 1950 authorizes the Department of the Treasury to request this information for the purposes stated in the letter.  You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the form displays a valid Office of Management and Budget control number.  The estimated average time to comply with this letter is 15 minutes.  If you have any comments concerning the accuracy of this time estimate or suggestions for making this letter simpler, please write to either the:

Treasury Inspector General for Tax Administration

Office of Audit

1125 15th Street, NW Room 700A

Washington, D.C. 20005

or

Office of Management and Budget

Paperwork Reduction Project (1591-XXXX)

Washington, D.C. 20503

Do not send your reply to this letter to either of these addresses.
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Lien Confirmation Letter 002

(Use TIGTA Letterhead)

Confirmation Letter

OMB NO. xxxx-xxx   Expires xx/xx/xx

Month Day, Year

Person to Contact: XXXX XX

Telephone Number (Not Toll Free):

(XXX) XXX-XXXX

Taxpayer Identifying Number: 012-34-5678

Taxpayer

1234 Main Avenue

Metropolis, USA   01234

Dear Taxpayer,

The Department of the Treasury is conducting an independent review of the Internal Revenue Service’s (IRS) records to determine whether the IRS is complying with certain provisions contained in the Internal Revenue Code (I.R.C.).  The Treasury Inspector General for Tax Administration (TIGTA), which is part of the Department of the Treasury but independent of the IRS, is charged with conducting these independent reviews of the IRS.  

We would appreciate your help in verifying the accuracy of the IRS’ records by answering the questions listed below.  Your response is voluntary and there are no penalties for not replying.  This letter is NOT a review of your tax records or a request for payment.  
The information that you provide may be furnished to the IRS.  However, the law prohibits us from providing information concerning your tax account to third parties (other than the IRS) without your written permission.

IRS records indicate that a lien was filed against your property on or after (insert Month Day, Year).  The I.R.C. requires that the IRS notify you in writing that it has filed a tax lien and inform you of your right to a hearing, which is held by the IRS Office of Appeals.  The IRS uses Letter 3172, Notice of Federal Tax Lien Filing and Your Right to a Hearing Under IRC 6320, for this purpose.
Please answer the following questions about your recent Federal tax lien:

4. Have you received a letter from the IRS since April 1, 1999, notifying you of a lien filing and your right to a hearing?    YES  (    )        NO  (    )  

· If you answered yes, what is the date on the letter? ________________    If you no longer have the letter or do not remember the date on the letter, just answer “don’t know.”
5. If you answered yes to question #1, did you request an appeals hearing within 30 days from receipt of the letter?
YES (    )
NO (    ) 

6. If you answered yes to question #2, did the IRS grant the hearing?   
YES  (    )     NO  (    )    Have not heard from the IRS (    )
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To help assure our independent review of the IRS, please reply only to the Department of the Treasury (or the TIGTA) using the enclosed postage-paid envelope.  Please do not forward this letter to the IRS.  If you have any questions, please call the individual shown at the top of this letter.  We would appreciate your reply within 10 days.  Thank you for your cooperation.

Sincerely,

(DIGA’s Name)

Deputy Inspector General for Audit  

Enclosures:   Postage-paid Envelope

Privacy Act and Paperwork Reduction Act Notice

The Budget and Accounting Procedures Act of 1950 authorizes the Department of the Treasury to request this information for the purposes stated in the letter.  You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the form displays a valid Office of Management and Budget control number.  The estimated average time to comply with this letter is 15 minutes.  If you have any comments concerning the accuracy of this time estimate or suggestions for making this letter simpler, please write to either the:

Treasury Inspector General for Tax Administration

Office of Audit

1125 15th Street, NW Room 700A

Washington, D.C. 20005

or

Office of Management and Budget

Paperwork Reduction Project (1591-XXXX)

Washington, D.C. 20503

Do not send your reply to this letter to either of these addresses.  
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