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[bookmark: AuditTechniques](300)-80	Audit Techniques

[bookmark: Overview]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.

[bookmark: Flowcharting]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.  The flowcharting process includes:

· Breaking down complex operations into their simplest parts.

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

· Identifying key control points for further review and testing.

· Providing 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.

[bookmark: Interviewing]80.3   Interviewing.
The purpose of an audit interview is to gather facts.  Auditors should conduct audit interviews with professional skepticism and consider the interviewee’s time in position, and knowledge of the subject matter when evaluating the objectivity, credibility, and reliability of testimonial evidence.

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 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.

80.3.1 Tape Recording of Interviews.  Recordings of interviews should not be performed as a matter of practice.  If an audit team believes there are special circumstances that warrant recording an interview with the IRS, this situation should be elevated to the applicable AIGA for discussion and coordination with the DIGA and the Office of Chief Counsel.  Recording of any interviews should not be conducted until it is approved by the DIGA and consultation with Counsel is done to ensure compliance with applicable legal requirements, including disclosure and privacy considerations.

[bookmark: Sampling]80.4   Sampling. 
The OA’s policy is to ensure that findings and conclusions are sound by choosing the sample design, sample size, and sampling procedures that are appropriate to the audit objectives.  The selection of the appropriate sample design and sample size is important because auditors often use the sample results to develop and report audit outcomes.  The Audit Plan should indicate which sample design will be used.  

For each audit in which sampling will be used, auditors will prepare a sampling plan.  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 audit 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 population (e.g., the computer list on tape of all returns processed during the month).

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

· Suggesting a sample size.

· 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.

For audits that involve sampling, it is highly recommended that OA’s contract statistician be consulted during planning to ensure the sampling methodology will meet the audit objectives and conforms to Government Auditing Standards.  Depending on the complexity of the objectives and population, the statistician may assist in the design of the sampling plan or, if the audit team has developed a proposed sampling plan, the statistician may review the plan for sufficiency.  The use of a statistician is especially important in designing the sampling plan when using surveys/questionnaires during the course of an audit or project.  This is due to unique complexities involved in drawing inferences or making projections based on surveys/questionnaires.

It is also recommended that the same approach be used in the presentation of the results of statistical sampling or other statistical methods.  Audit teams should either consult with a statistician in determining how to present the results of the statistical analysis or request the statistician to review the presentation of the results to ensure conformance with accepted statistical practices.  The best approach as to whether and when to consult with a statistician depends on the complexity of the sampling methodology.

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 sample design that best achieves their objective and is cost effective.  The selection should be based on professional judgment and consider the resources needed and the use of projected results.  However, auditors must always consider how the sampled items can be used to effectively measure audit outcomes to meet the audit objectives.  After determining the sample design, auditors must determine the sample size and the selection method.  Finally, auditors must objectively appraise sample results.  Exhibit (300)-80.1 contains a summary of sampling techniques.  Sampling methods can produce either a probability or a nonprobability sample.  Descriptions of these sampling methods follow:

· Probability sampling involves methods in which each item in the population has a known positive probability of selection.  Examples include simple random samples, interval (systematic) samples and stratified random samples.  A probability sample allows the auditor to make a confidence interval statement for an outcome measure about the population from which the sample was selected.   Typically, population projections are made based on an attribute measure (i.e., Yes or No – is a control working as intended) or as a variable measure (i.e., penalty dollars).

· Nonprobability sampling is a method in which every item does not have a known positive chance of being selected.  Examples include judgmental and convenient samples.  The sample results cannot be projected to the population.  Typically, nonprobability sampling is used when there is no need to generalize the outcome measure to the population (if using nonprobability sampling, conclusions and/or inferences cannot be made to the entire population, based upon the sample).  For example, a judgmental sample may be sufficient to show a control weakness or prompt management to take corrective action.  

Commonly used sampling terminology includes:

· Confidence level is the degree of probability that sample results are indicative of the true parameter for the population.  For example, a 90 percent confidence interval means that there is a 90 percent chance that the true population parameter is contained in the confidence level.

· Precision is half the length of the confidence interval within which the estimate of the population parameter will fall at the stipulated confidence level.  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 are 95 percent confident that the error rate in performing this activity is between 10 and 15 percent,” the confidence interval is 5 percent and the precision is 2.5 percent.

· Sample reliability is the confidence level and precision achieved by a statistical sample for an outcome measure.  The statement “We are 90 percent confident the actual error rate is between 10 and 15 percent” is an example of sample reliability.

· Stratified random sample selection means dividing the population into two or more segments (strata) and taking a simple random 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 an outcome measure for a particular population or of a sample from that population.

[bookmark: SampleSize]80.5   Sample Size. 
The sample size must be determined after audit objectives and tests are established and sample design is determined.  Auditors may use either mathematical formulas or sampling tables to guide them to a sample size providing acceptable sample reliability. OA’s contract statistician should be consulted when determining the appropriate sample size, if needed.

[bookmark: Probability]80.5.1   Sample Sizes for Probability Sampling.  To determine the sample size for a probability sample, the auditor must consider the tradeoff between the available resources and the anticipated precision of the audit results.  A higher sample size provides better precision but generally costs more in time and personnel.  The auditor must weigh the cost of all factors that impact resources relative to the potential effect in precision for the audit measures.  

[bookmark: Nonprobability]80.5.2   Sample Sizes for Nonprobability Sampling.  For nonprobability sampling, auditors determine sample size based on audit circumstances.  Generally, a probability sample is more desirable than a nonprobability sample if there is no significant increase in cost.  Auditors should choose a nonprobability sample if a probability sample is not feasible, and if the nonprobability sample can achieve the audit objectives.  

[bookmark: SampleDesign]80.6   Sample Design. 
The following sample designs produce probability samples:

· Simple 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 Sample – The method of selecting items at fixed intervals after the first item is chosen at random using random number tables.  This is also known as a systematic sample.  The fixed interval is calculated by dividing the population by the sample size.  When populations are distributed in periodic 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 Random Sample – This sample is 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.  Stratification can help reduce the distorting effect of wide numerical variances between strata.  This method of selection is effective for estimating parameters for 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)-90.12.9, Detailed Objective(s), Scope and Methodology.

[bookmark: ConfirmationProgramLetters]80.7   Confirmation Letter and Written Correspondence with Taxpayers Programs. 
Use of confirmation letters and other written correspondence with taxpayers can be beneficial in completing an audit.  Confirmation letters can be generic or individually tailored for a specific purpose and are used routinely to communicate directly with a customer base to receive independent verification of information contained in auditee records.  Written correspondence can be used to determine how well programs are working within the IRS. 

Confirmation programs may assist in determining the accuracy of IRS records, including verification of 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 letters or other written correspondence should be tailored to the specifics of the audit.  At a minimum, letters or written correspondence 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 Treasury Inspector General for Tax Administration (TIGTA) from the IRS.

· Reminder not to send any money with the response.

Examples of previously approved confirmation letters are included in Exhibit (300)-80.2 and Exhibit (300)-80.3.

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

· On-going investigations.

· On-going litigation.

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

Written correspondence and responses will be controlled by Senior Auditors to prevent alteration or interception.  The Director’s location will be designated as the address to which confirmation letter recipients are to forward their responses.

Indications of fraud that are not resolved by the audit team will be referred to TIGTA’s Office of Investigations (OI).  The audit team should consult with OI personnel regarding the potential fraudulent or integrity issue.  The business unit OA Integrity Board representative may be able to facilitate this discussion.  If it is determined that a referral to OI is warranted, the audit team will prepare a referral following established procedures.  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 four 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 to the IRS by memorandum, with a request for acknowledgment of receipt, no later than the first workday following receipt.  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.

Because responses are voluntary and beneficial to the Government, correspondence should include the necessary postage for taxpayer responses.  The cost of preparing and mailing the letters should be carefully considered before requesting approval.  The cost of the confirmation program will be documented in the supporting statement/justification that accompanies the request for Deputy Inspector General for Audit (DIGA) approval.

[bookmark: documentation]80.7.1   Required Documentation Necessary to Obtain Approval of Confirmation Program Letters or Written Correspondence with Taxpayers.  Directors should prepare the following documents to obtain approval for a confirmation letter/correspondence program:

· A draft of the proposed information collection instrument (confirmation letter, questionnaire, telephone questions, etc.), including the methodology and design of the program.

· A supporting statement/justification for using a confirmation letter or other written correspondence with taxpayers.

· A detailed estimate of the taxpayer burden.

· A detailed estimate of the cost to the Government.

[bookmark: approvals]80.7.2   Approval of Confirmation Letters/Written Correspondence with Taxpayers.  All requests to conduct information gathering activities (written or oral) designed to elicit information from taxpayers must be submitted to the DIGA for review.

DIGA 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.

Specifically, the following process should be followed to obtain the DIGA approval:  

· Submit the required documentation described in Section (300)-80.7.1 necessary to justify initiation of a confirmation letter to the applicable Assistant Inspector General for Audit (AIGA) for approval.

· The AIGA will send the approved request to the Director, Office of Management and Policy(OMP) for review.

· 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.  

· After the DIGA approves, the OMP will notify the AIGA and the Director.

Upon completion of the use of written correspondence, provide the Director, OMP, with the actual number of hours and/or the number of taxpayers contacted.

[bookmark: TelephoneInterviews]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.  See Section (300)-80.7 for information on the confirmation letter process and DIGA approval.  As long as there is a script, it must have DIGA approval.  If the answers to the “scripted” questions (written or oral) raise other questions that are not scripted, these additional questions do not need DIGA approval.  Auditors are not limited to the pre-approved script and can adapt to the answers given.  
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 TIGTA from the IRS.

Telephone interviews should be documented and include at a minimum:

· Taxpayer name, Taxpayer Identification Number, 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.

[bookmark: SubpoenaAuthority]80.8   Subpoena Authority and Procedures.
The Inspector General has authority under § 6(a)(4) of the IG Act, to require the production of documentary evidence by subpoena.  Specifically, the IG is authorized to require by subpoena the production of all information, documents, reports, records, accounts, papers, and other data and documentary evidence necessary in the performance of the functions assigned by the IG Act.  The IG Act also requires that procedures other than subpoenas be used by the IG to obtain documents and information from Federal agencies. 

TIGTA’s subpoenas may be used to obtain records needed in audits, investigations, and inquiries for which 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 TIGTA has subpoena authority, but they 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 TIGTA’s OI 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 using TIGTA forms.  TIGTA’s Subpoena Request (Form OI S-001) and Subpoena (Form OI 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 by the witness, 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 Special Agent conducting the inquiry.

Subpoenas will be approved by the Assistant Inspector General for Audit before being forwarded to the Chief Counsel’s office for review.

The subpoena package will include Form OI S-001, Form OI S-002, and OI S-003 and any supporting documentation.  The request will be forwarded to the Chief Counsel’s office where it will be reviewed for completeness, validity, and legal sufficiency.  The Chief Counsel’s office will submit the electronic documents to the DIGA for signature.  The DIGA will manually sign both the original and duplicate original documents.  The signed original subpoena and the duplicate original will be sent to the originator.  Copies will also be sent to the Chief Counsel’s office for filing.

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


[bookmark: ExhibitSamplingTechniques]Exhibit (300)-80.1
Sampling Techniques

	Sampling Type

	Sampling Approach
	Role
	Factors to Consider

	 
Nonprobability
	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 
	 The auditor must consider the trade-off between the available resources and the anticipated precision of the audit results. A higher sample size provides better precision but generally costs more in time and personnel. The auditor must weigh the cost all factors that impact resources relative to the potential effect in precision for the audit measures.
	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.  It is strongly encouraged that OA’s contract statistician be consulted when designing the sampling methodology to ensure that sample results will meet the audit objectives.
The OA should use an appropriate confidence level (e.g., 90, 95, or 99 percent) and develop a sampling error calculation for each assignment. 




[bookmark: ExhibitPrivacyAct]

[bookmark: ExhibitLevy]Exhibit (300)-80.2
Levy Confirmation Letter 001


(Use TIGTA Letterhead)

Confirmation Letter

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’s 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  (    )  

· 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 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


[bookmark: ExhibitLien]
Exhibit (300)-80.3
Lien Confirmation Letter 002


(Use TIGTA Letterhead)

Confirmation Letter

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’s 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 I.R.C. 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 (    )

To help assure our independent review of the IRS, please reply only to the Department of the Treasury (or 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



[bookmark: ExhibitDocumentation]Exhibit (300)-80.4
Example of Documentation for Approval of Confirmation Letter or Written Correspondence to Taxpayers
Treasury Inspector General for Tax Administration (TIGTA)’s Office of Audit
[Enter Title of Audit and Audit Number]


1. Purpose

We plan to survey tax exempt organizations to assess Internal Revenue Service (IRS) actions to ensure taxpayers are complying with the reporting requirements for claiming noncash charitable contributions on IRS Form 8283, Noncash Charitable Contributions.

2. Methodology

[bookmark: _GoBack]We plan to contact tax exempt organizations that received non-cash contributions from individuals in Tax Year 2010.  We selected statistically valid samples of non-cash contributions over $5,000 on both paper and e-filed tax returns (750 tax returns).  We plan to contact these qualified organizations to verify the receipt of the non-cash contributions reported on individual's tax returns.  To confirm this information, we will need to provide tax return information to the qualified organization, such as, the individual's name, description of the donated items, date of donations, and amount of the non-cash contribution claimed on the tax returns.

3. Design

This voluntary survey should take approximately15 minutes to complete and will address noncash donations made to the organization and confirm the following based on what the taxpayer claimed on Form 8283:

· Date items(s) received 
· Taxpayer (donor) 
· Donated items
· Value claimed

The survey will be conducted via a postal mailer and respondents are provided a 
pre-addressed, postage-paid envelope for return responses.

4. 
Estimation of Burden

The collection of information will involve completion of the voluntary survey provided to respondents, via a confirmation letter (mailer) based on a statistically valid sample of non-cash contributions over $5,000 on both paper and e-filed tax returns.  The average survey will take approximately 15 minutes to complete.  From the 750 tax returns, 300 confirmation letters will be mailed.  Respondents are asked to return the survey in the postage-paid envelope provided.  TIGTA OA anticipates a 40% response rate of 120 confirmation letters returned.  Therefore, the total estimated burden for this survey is 30 hours.  

	No. of Mailer
	300

	No. of Respondents
	120

	Hours Per Response
	0.25 hr. (15 minutes) 

	Total Estimated Burden
	30





Approved:  ____________________________		Date:  _________
	Assistant Inspector General for Audit

	____________________________		Date:  _________
	Deputy Inspector General for Audit
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