
Mr. Michael H. Urbach
Commissioner
Department of Taxation and Finance
W. A. Harriman State Office Campus
Albany, NY  12227

Re:  Report 96-F-1

Dear Mr. Urbach:

Pursuant to the State Comptroller's authority as set forth in Section 1, Article V of the State
Constitution and Section 8, Article 2 of the State Finance Law, we have reviewed the actions taken by
officials of the Department of Taxation and Finance (Department) as of March 31, 1996 to implement
the recommendations contained in our prior audit report 93-S-44.  Our prior report, which was issued
October 14, 1993, examined the Department's methods and procedures used by Tax Compliance
Division (Division) management for ensuring agents are productive and that collections are maximized.

Background

The Department administers the State's tax laws and serves as its general tax collection agent.
The Division is responsible for collecting taxes after other Department units have determined that taxes
are delinquent.  The Division employs 1,063 staff and has a central office in Albany and 12 district
offices throughout the state.  

The Processing and Revenue Management Division and the Audit Division identify and assess
taxpayers who owe additional taxes when they process returns and conduct desk and field audits,
respectively.  When it is determined that a taxpayer should pay more, a notice of tax due (assessment)
is sent to the taxpayer.  Assessments are recorded on the Department's computerized Case and Resource
Tracking System (CARTS). The CARTS system groups each taxpayer's assessments into cases and then
assigns the cases to Division units for collection.  These Division units include both the central office
Telephone Collection Unit and the district offices.  Generally, the Telephone Collection Unit is assigned
to  collect personal income tax assessments, while the district offices are assigned to collect both
miscellaneous and business tax (sales, withholding and corporation) assessments.

The district offices employ 657 individuals for their collection activities including 270 tax
compliance agents.  Much of the agents' efforts to secure payment involve field work - locating
taxpayers and identifying their assets.  The district offices also employ 90 tax compliance
representatives.  The representatives mainly work in the office telephoning delinquent taxpayers and
meeting with taxpayers who have received a summons (a notice to appear) issued by the district office.



The remaining staff consists of 121 supervisors and managers and 176 clerical positions to administer
the various functions of the district offices.  The collection staff at the district offices are generally
organized into squads consisting of one supervisor and four to five agents or representatives.

As of March 31, 1995, the most recent data available, the district offices had an inventory of
about 85,360 collection cases worth $995 million.  As reported in our prior report, during calendar year
1992 we estimated that the district offices closed cases worth $2.1 billion.  Of this, they collected $309
million on about 14,100 cases, closed $494 million as uncollectible on approximately 32,400 cases, and
transferred about 88,200 cases valued at about $1.3 billion (e.g., movement of the collection case into
the Bankruptcy Unit).  The Department does not routinely capture this data, therefore, comparable data
as of March 31, 1995 for this follow-up report was unavailable. 

Summary Conclusion

In our prior audit, we found that the Division's methods and procedures for ensuring that agents
are productive and that collections are maximized need improvement.  The Division did not have or
utilize performance measures (benchmarks) or detailed automated activity reports.  Such benchmarks,
although not an absolute determinant of effectiveness, could help supervisors pinpoint potential
problems they might be able to resolve.  Such benchmarks could also include a time frame for
completing certain collection tasks, a number of tasks that should be completed within a given time
frame or the results an agent has obtained.  The absence of these management tools precluded the
Division from adequately assessing its collection process.  Consequently, we could not accomplish our
primary audit objective to determine whether Division procedures ensure that agents are productive and
collections are maximized. 

Although the Department has been phasing in functions of CARTS since 1989, including the
business tax functions in 1991, we observed that CARTS did not produce comprehensive reports of
agent collection activities and results.  We analyzed CARTS data as of January 1, 1992 and found
significant variances between various agents' collection results, clearly showing the need for improved
reporting and follow-up action.  We also found the Division needs to analyze district office procedures
to ensure that the most efficient collection techniques are employed.  We noted significant differences
among agents and between district offices.  For example, as of September 30, 1992, upstate district
offices collected 14.1 percent of the tax liabilities while downstate district offices collected 5 percent of
their liabilities.  Further, supervisory controls and written procedures needed to be improved.  Our audit
also identified areas where the Division was experiencing difficulty in collecting delinquent taxes such
as from habitually delinquent taxpayers.  

Our prior audit reported that the Division has taken certain positive steps to increase the
collection potential of assessments.  For example, the Division implemented the Accelerated Sales Tax
Collection Project which immediately initiates collection action on taxpayers who file sales tax returns
but fail to pay.  The Division, however, had not fully assessed the effectiveness of this project.  The
Division also initiated the Rules Based Case Assignment Project to identify the most effective method
of assigning assessments, i.e., to a telephone unit or to an agent.

Overall, we made thirteen recommendations to improve the Division's collection activities.



Department officials generally agreed with our recommendations and stated that as our audit
commenced, they were beginning to address many of the recommendations included in our report.

In our follow-up review concluded in March of 1996, we found that Division officials have
made limited progress in implementing our prior audit recommendations.  Although officials reported
in  their response to our report that significant progress was being made in completing both the
Accelerated Sales Tax Collection Project and the Rules Based Case Assignment Project, we found that
these projects were never fully implemented.  In conjunction with Information System Management
staff, the Division is now working toward implementing a new project (Multiple Attributes Utility
Model), however, no timetable for completion has been established.  We are concerned with the length
of time, approximately two and one-half years, that the Division has taken to address and implement
our recommendations.  Our follow-up review determined that the Division still cannot assess the
adequacy of its collection process and cannot determine whether case assignment and overall agent
productivity is effective and efficient.  Officials do not know if the most efficient collection tools and
processes are used or whether habitually delinquent taxpayers are prevented from incurring additional
debt.  We urge management to take immediate steps to ensure that agents are  productive and collections
are maximized.

Department officials told us that although the Division still cannot systematically assess the
relative productivity of different types of collection cases nor ensure that collection resources are
optimally utilized,  they believe that their current reporting systems, collection plan, and monitoring
efforts provide them with the basic tools to manage their operations.

Summary of Status of Prior Audit Recommendations

Department officials have implemented three recommendations, partially implemented six and
have not implemented four of our thirteen prior audit recommendations.

Follow-up Observations

Recommendation 1 

Develop and use collection benchmarks to measure staff performance.

Status - Partially Implemented

Agency Action - Department officials were in agreement that more comprehensive standards
should be developed to measure individual staff performance.  Officials believed that the best
determinant of an agent's productivity is the supervisory review of the agent's work methods, use
of time, and collection techniques.  The Division has, however, developed new guidelines and
provided training that sets a target of 180 days for an agent to complete a case.  Generally,
agents will be expected to meet the 180-day target for most cases.  The guidelines also provide
for supervisory as well as central office review of agent activity, with more intensive oversight
after the case has aged 180 days.  The new guidelines will supplement supervisory review of an
agent's overall performance.  



Agency Comments - The Division's new collection policy was distributed to staff; it outlines in
detail what is expected of the agent and supervisor within the first 180 days of the case being
assigned to an employee for collection.

Auditors' Comments - The Department has taken steps to implement our prior audit  recommendation
through its new 180-day collection policy.  However, Division officials told us they have not yet
measured agent performance against their new policy; they have, however, developed an internal report
which will track the 180-day time standard.  We encourage quick implementation of this new
management report to monitor and ensure compliance with the new guideline.  

In addition, officials disagreed with our observations regarding the use of collection results as
a benchmark to measure staff performance.  Officials stated that New York's recently enacted
Taxpayer Bill of Rights prohibits use of collection results as the primary criterion for evaluating
employees involved in collection activities.  However, we note that the Bill of Rights does allow
enforcement results to be "...accumulated, tabulated, published and used for management and
control of tax administration resources..."  In carrying out its management responsibilities, the
Bill of Rights allows Department managers to raise questions with an employee on various
enforcement factors, including the results the employee has obtained. 

Recommendations 2 and 3

Implement comprehensive reports to identify collection action and results.

Utilize and analyze appropriate management data to determine the effectiveness of the
Division's collection efforts.

Status - Partially Implemented

Agency Action - Officials reported they recognized and began to address the need for better information
on collection actions and results prior to the 1993 audit.  The Division designed computerized
management reports in the summer of 1992 that would provide information on a wide range of
organizational and agent activity and collection results.  Officials expected the first product, an
employee productivity and analysis report, to be available on a trial basis for testing in the spring of
1994.  Officials also stated that prior to the establishment of a permanent reporting system, all reports
would have to be tested to ascertain their accuracy and reliability, requiring programming and staff time.

Agency Comments - Employee productivity reports for the months April 1995 through October
1995 were distributed during the first week of November 1995.  The new reports provide
information on four levels:  agent-representative, squad leader, district office, and bureau
summary.  Officials compared the results of these reports to the information currently produced
by the Division's personal computer based system to identify inaccuracies and to make report
modifications.  

Auditors' Comments - Division officials received the modified reports in March 1996 but have
not as yet reviewed and evaluated the results.  Officials told us they would begin using these



reports to formally evaluate agent productivity and collection efforts effective April 1, 1996. 

Recommendations 4, 6, and 7

Continue to develop and implement the field work guide that is already underway.

Maintain supervisory control procedures to improve internal controls over field agents.

Develop a comprehensive procedures manual designed to guide the district office staff.

Status - Fully Implemented

Agency  Action - The Division has fully implemented all three recommendations.  The Division
has recently updated its Comprehensive Procedures Manual which includes supervisory
guidelines and control procedures for both agents and supervisors and a 180-day case collection
cycle for agents.  

Recommendation 5

Consider realigning staff resources to alleviate backlogs.

Status - Partially Implemented

Agency Action - In responding to our prior audit report, officials disagreed with realigning staff
so that the staff of any district office is proportional to that office's case inventory.  Officials
stated that to maximize collections, staff should be assigned so that the "marginal productivity"
of each office is the same; that is, the additional money collected from adding an additional
agent is the same.  Officials also noted that other factors affect staff deployment.  These factors
include the experience level of the agents and supervisors, staff turnover, and the economic
conditions of the district office region.

Officials reported that the initiation of the Rules Based Case Assignment Project (RBCAP) and
the establishment of the Compliance Systems Management Bureau (CSMB) would provide the
Division with the capacity to determine, among other factors, staffing decisions on the basis of
marginal productivity. 

Agency Comments - In our follow-up review, Division officials reported that their is no backlog
of unassigned cases.  The Division has developed a Multiple Attributes Utility Model (MAU)
as an outgrowth of the RBCAP experience,  to provide a system of scoring collection cases by
assigning weights to various categories of case characteristics and grading each case by
category.  Cases would be assigned accordingly, as the individual collection organization unit
capacity allows.  The computer program for this MAU system is being written and is near
completion.  The program will draw on a database (called "92 fields") for assigning collection
case inventory.



Auditors' Comments - The Division reports that it currently has no case backlog and has developed a
computer software model to provide for an effective and efficient case assignment program based on
various case attributes.  While the Department reports it has reduced its backlog and has made an effort
to prevent its recurrence, much computer programming work remains to be completed to fully
implement this recommendation.  We strongly urge quick implementation to ensure case backlogs can
be adequately addressed as they occur.

Recommendations 8, 9, 10, and 11

Analyze the results of the Accelerated Sales Tax Project to determine the impact of the
project on the overall collection process.

Establish a timetable for the Rules Based Assignment activities so that accomplishments can
be monitored.

Consider a formal process to continue to identify ways to improve the collection process.

Identify habitually-delinquent taxpayers for immediate aggressive collection activities.

Status - Not Implemented

Agency Action - In responding to our prior audit report, officials agreed that the collection process
should be continually reviewed and improved.  Officials reported that the establishment of CSMB and
initiation of RBCAP would give the Division an ongoing capacity to determine collection effectiveness,
to continually test and modify operations to improve results, and to more effectively gauge the
productivity of cases in inventory.  A key feature of CSMB would be a permanent section dedicated to
case selection, inventory analysis and management  In addition, the Division's Productivity Management
Section would be enhanced to perform continual evaluation of collection results including the
formulation of new collection approaches.  The Division reported that the following actions have been
or were planned to be taken:

• the first phase of RBCAP started in April 1993 and included the identification of
habitually-delinquent taxpayers and the collection techniques that will work the best on
these cases.  Staff have been assigned and a schedule has been developed;

• a system-generated weekly assignment run notifies the Division of additional tax debts
accrued by taxpayers whose cases have been assigned to collection in district offices;

• staff are in the process of creating a data base which will allow for the analysis of
collection probabilities based on case type, including delinquencies and taxpayers with
prior tax debt histories;

• Division staff would explore a number of avenues to attempt to determine the effect of
the Accelerated Sales Tax Project on collections including an analysis and test of the
sales tax collection information gained as a result of RBCAP; and



• officials intend to examine the effectiveness of other assessments by developing a
database, analyzing results and preparing related reports.

Officials reported that these enhancements, together with the routine analysis of inventory, will
go far toward optimizing the collection of delinquent taxes and that eventually all taxes would become
part of the program.

Agency Comments - In responding to our follow-up review, officials told us that RBCAP's research
emphasis shifted from analysis of the collection paths to development of case selection criteria for
general assignment.  The primary reason for the change resulted from the fact that the collection paths
concept had been replaced by the more flexible concept of the Multiple Attributes Utility Model (MAU)
and its database,  "92 fields."  The "92 fields" database will be the foundation upon which a modern
collection decision support structure can be built.  Although the current intent is to employ "92 fields"
as the database management system from which the MAU will draw inventory for case selection and
assignment purposes, the database  will be sufficiently flexible and capable to support both evaluation
and intervention by management in the overall collection process.

Officials further indicated that the "92 fields" database needs to be augmented to encompass the
capacity to both assign the cases for the Accelerated Sales Tax Project and develop complete
collection statistics with a follow-up monitoring capability.  Conceptual discussions with ISM
staff have ended and a rough design has been produced.  ISM has agreed to implement the
design features but a significant amount of mainframe programming will be required.  

Auditors' Comments - In the Department's response to our prior report, officials stated that significant
effort was underway to fully implement these four recommendations.  However, the Division has taken
dramatically new approaches.  Initially, implementation was based upon the establishment of CSMB
and completion of two projects.  Their new MAU project will require significant efforts to complete and
there is  no established timetable for completion.  Division officials told us Information Systems
Management (ISM) staff were now addressing this issue. 

We are concerned about the Department's efforts to ensure that agent productivity and collection
efforts are maximized.  It appears that a significant amount of time will elapse before the
Department can begin to measure agent productivity and collection efforts.  We encourage
management to take all appropriate steps to ensure timely completion of planned activities and
implementation of our prior audit recommendations.  

Recommendations 12 and 13

Develop reports that readily provide the number, value and age of protest inventories.

Resolve assessment protests expeditiously.

Status - Partially Implemented

Agency Action - Department officials agreed with the recommendations, and stated that the



Department's performance in reducing protest inventories and response time may benefit from a more
structured approach to goal setting and monitoring.  In response to another audit report on the
Administration and Oversight of Taxpayer Protests issued September 30, 1994, officials reported that
they had developed protest inventory goals and a monitoring process for ensuring that the goals are met.
Department officials also expected a protest monitoring system to be in place by January 1995 and that
progress towards meeting the inventory goals would be monitored by reports that were being developed
by ISM and the Management Services Bureau for the Commissioner's use.  These reports would be used
to present Department-wide and organizational unit specific information by tax.  Department officials
also stated that the resolution of protests is given a high priority and the attention of top level program
management.  

Agency Comments - Department officials reported they have exerted considerable effort to develop a
Department-wide protest monitoring system.  This system provides protest data by tax and
organizational unit.  Reports have been provided to organizational units since early 1995.
  



Department officials also stated that they have continued to work with the reports to make them
more meaningful and to enable responsible organizational units to better analyze the data.  To
this end, officials are working with ISM to produce the reports by organizational unit, which in
large measure will also be by tax type.  Their target for this change is May 1996.  Officials
stated that the advantage of an organizational sorting is to facilitate program analysis of the data
by organizational unit.  In addition to the development of Department-wide reports for
management review, additional on-line report capabilities will allow organizational units to
identify the location and status of particular cases in the inventory.  This will provide for a
comprehensive Department-wide accountability system for protests.

Auditors' Comments - We acknowledge the Department's efforts and encourage management
to take more timely action to ensure the taxpayer protest monitoring system becomes fully
operational.  

We would appreciate your response to this report within 30 days, indicating any action planned
or taken to address the unresolved matters discussed in this report.

We also wish to thank the management and staff of the Department for the courtesies and
cooperation extended to our staff during this review.

Very truly yours,

Robert H. Attmore
Deputy Comptroller 

cc: Patricia A. Woodworth


