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Re:  Report 2004-F-26 
 
Dear Mr. Eristoff: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution; and Article II, Section 8 of the State Finance Law, we have followed up on the actions 
taken by officials of the Department of Taxation and Finance (Department) to implement the 
recommendations contained in our audit report, Call Center Services Organizational and 
Automation Changes (Report 2001-S-09).   
 
Background, Scope and Objectives 
 

The Department of Taxation and Finance (Department) administers the State’s tax laws and 
serves as the State’s general tax collection agency.  The Department’s Tax Compliance Division 
(Division) is responsible for collecting delinquent personal income and business taxes.  Division 
staff are located at the Department’s central office in Albany, the Division’s Call Center Services 
Unit in Colonie or one of its 11 district offices throughout the State.  Historically, the Division 
collected revenue from delinquent taxpayers by written notices to taxpayers over a period of time.  If 
payment was not received, the Division assigned the collection case to a Tax Compliance Agent 
(agent) at the appropriate district office.  The agents are authorized to investigate cases by making 
field visits to delinquent taxpayers, and by taking other necessary steps to resolve tax liabilities due 
the State.  

 
In July 1996, the Department implemented organizational changes and new automation 

affecting the Call Center.  These initiatives included purchasing an automated telephone collection 
system for the Call Center, assigning high dollar-value cases to a specialized unit in one district 
office, and moving Tax Compliance Representative (representative) positions from the district 
offices to the Call Center to expand Call Center operations.  

 
The Division installed its new telephone system, the Automated Call Distributor (ACD), 

during the 1996-97 fiscal year at a cost of $3.5 million.  The ACD provides several automated 
interactive voice response programs.  One such program prompts callers for tax payment and other 
information and allows taxpayers to complete business with the Division either with or without 
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speaking to a representative, depending on the tax issues involved.  Another ACD program 
automatically dials the phone numbers of delinquent taxpayers, enabling Call Center representatives 
to contact taxpayers when the tax liability has first accrued.  The Division believes the early personal 
contact with taxpayers provided by ACD enhances collection efforts, since it encourages cooperative 
taxpayers to settle liabilities before they age and become harder to collect.  Agents can then focus on 
collecting liabilities from taxpayers who have failed to make payments.  According to the Division, 
the restructured collection process also results in better customer service, because the majority of 
Call Center calls are answered, wait time is reduced and representatives at the Call Center can 
intervene as needed to assist callers.  

 
Our initial audit report, which was issued on May 31, 2002, examined the results the 

Department obtained from the Call Center organizational changes and new automation for the period 
April 1, 1996 through October 31, 2001.  The objective of our audit was to assess the extent to 
which these results increased revenue collections, enhanced staff productivity and improved 
customer service.  Our report identified a number of internal control weaknesses.  In particular, we 
found that the Department did not quantify revenue collections and staff productivity goals for the 
1996 initiatives affecting Call Center operations.  In addition, the Department did not establish a 
sufficiently reliable means to measure the extent that the 1996 initiatives increased tax collections 
and enhanced staff productivity.  We also found that management reports used to measure staff 
productivity and revenue collections had discrepancies that minimized their usefulness in assessing 
performance.  We concluded that, because of these and other weaknesses, the Division needed to 
identify collection actions and results, and to use appropriate management data to determine the 
effectiveness of its collection efforts.  The objective of our follow-up, which was conducted in 
accordance with Generally Accepted Government Auditing Standards, was to assess the extent of 
implementation as of September 24, 2004 of the four recommendations included in our initial report.  

 
Summary Conclusions and Status of Audit Recommendations 
 

We found that Department officials have made some progress in correcting some of the 
problems that we identified.  However, additional improvements are needed.  Of the four audit 
recommendations, two recommendations have been implemented, one recommendation has been 
partially implemented and one recommendation has not been implemented. 

 
Follow-up Observations 
 

Recommendation 1 
 
Develop quantifiable goals for major initiatives, and establish reliable means of measuring 
performance to determine whether the initiatives are achieving their goals. 
 
Status - Implemented 
 
Agency Action - Department officials stated in their response to our initial report that the Division  

will implement this recommendation initially for the newly established (April 2002) 
Individual Case Enforcement Unit (ICE).  The ICE unit’s main goal is to assign and monitor 
unique collection cases to individual tax collectors.  ICE unit production is primarily 
measured in terms of goals for revenue generated during the fiscal year.  The ICE unit 
collects on cases which would otherwise be assigned to the Call Center and worked through 
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the ACD System using the “next case processing” approach.  According to Division officials 
these cases have special characteristics, which make the assignment of these cases to specific 
employees for collection contact and follow up on a more productive approach than the 
standard ATC process.  Officials reported that the quantitative goals established for the 
creation of the ICE unit have been met and that both the Call Center and the ICE unit 
exceeded their collection goals established for FY 2003-04. 
 

Recommendation 2 
 
Develop and implement comprehensive management reports, based on accurate and reliable data, 
to measure and monitor Division staff productivity and revenue collections. 
 
Status - Not Implemented 
 
Agency Action - In response to our prior report, Department officials stated that the Department’s 

e-MPIRE project (e-Managed Processes for an Integrated Revenue Enterprise), initiated in 
March 2001, will result in the development of comprehensive management reports for all 
activities. Officials further stated that the e-MPIRE project is comprehensive and will 
provide the single most efficient method for capturing, storing and retrieving data using 
taxpayer identification. They noted that this comprehensive, unitary system will utilize 
common data definitions, operating cycles and reporting procedures to ensure timely, 
reliable and accurate reporting for the Division’s collection activities and results.   

 
Officials stated that in January 2003, the Division provided the e-MPIRE project with input 
related to management operational reports for measuring Division operations.  This 
input is to guide the efforts to create operational and performance reporting 
systems within e-MPIRE.  Officials acknowledged that the Division has not had 
the opportunity to utilize any e-MPIRE functionality or management reports since the 
project is scheduled to be released in several phases beginning with phase one in October 
2004 and ending some time in 2006.  

 
Recommendation 3 

 
Expedite steps to implement a statewide system of district office case assignment that reflects case 
priority. 
 
Status - Implemented 
 
Agency Action - In April 2002, the Division initiated a new collection reporting system to improve  

the quality of collection inventory and collections result. The Division used several key 
factors to design this new collection reporting initiative.  They state that they look at recent 
filing, recent payment, and recent contacts to determine if a business is active and has the 
potential for collection.  They then use the information to assign cases in the district offices. 
A monthly report is generated and sent to all district offices for immediate action.  
 
Division officials state that this report identifies cases with the criteria and potential for 
collection, thereby establishing a collection priority.  According to Division officials, the 
new collection report has assisted the Division in focusing efforts on the most potentially 
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productive cases, and has contributed to an increase in the dollars collected per productive 
staff day.  Officials indicated that since this report became available to assist in the screening 
and assignment of collection cases to field staff, productivity has increased from $6,367 per 
staff day to $7,607 per staff day (a 19% increase).  Also, the district office collection 
inventory has declined over the past two years.  

 
Recommendation 4 

 
Establish and use benchmarks to measure customer service in the district offices. 
 
Status - Partially Implemented  
 
Agency Action - According to officials, they continue to work toward establishing appropriate 

benchmarks for the district office customer service function.  Officials acknowledged that 
setting benchmarks may be different from district office to district office.  The recent closing 
of the Division’s Chambers Street Office and the redirection of customers to the 
Metropolitan and Queens District Offices have also complicated the process of establishing 
benchmarks, and have forced Division officials to re-evaluate their customer service work.  

 
The Division has established a comprehensive system to track the activities of each district 
office. From this tracking system, the Division is able to monitor returns, track payments, 
track customer interaction with district offices by telephone calls, walk-ins, customer 
assistance, and correspondence.  A monthly report is generated and shared with district 
managers to identify what specific benchmark would be appropriate for the district offices.  

 
Major contributors to this report were Arthur F. Smith and Alexander Marshall. 

 
We would appreciate your response to this report within 30 days, indicating any actions 

planned to address the unresolved issues discussed in this report.  We also thank the management 
and staff of the Department for the courtesies and cooperation extended to our auditors during this 
process. 
 

Very truly yours, 
 
 
 

Steven E. Sossei 
Audit Director 

 
cc:  Robert Barnes, Division of the Budget 

Andrew Maguire, Tax-Internal Audit 
 


