Discussion Points for EITC Audits

Stabilizing scope of EITC Audits

Selection of EIMC audits

Notice timeframe

Efforts tor curb fraudulent behavior

Use ofi Judgment injaudit process

IRSIIS shifting examination reseurces terareaswhichwill
more significantly impact the llax Gaprand ensure balanced
individual' coverage

Individual Examinations
EY 2005 EY 2006 EY 2007
Total Individual 1,215,308" 1,283,950 1,385,650
EITC Exams 521,969 517,617 503,267

% EITC Exams 43% 40% 36%




Jlax Returns with EINC Are Scored
forr Audit Potential

> Third-party information s related against a tax return to
determine the validity oif dependent and EITC claims

» Federal Case Registry (FCR)

The ECR infermation provides, custody: orders; for children receiving
public assistance aswell as those arising| from) private diverce
Cases.

» Social Security Administration

Validatesithe Seciall Security: Numberfor the Qualifying Childiand
providesinames off parents

» Results of prior audits are used to project potential ofi an
EITC disallewance

> Once scored, returns are! ranked for selection

Case Selection = Key: Peints

~ lia return is selected, the EINC portion of the
refund will be held:
» [henon-EITC amount will'lbe immediately refunded'to
the taxpayer.
> A letter willlgenerate to alert the taxpayer that
therefund is being/held pending an examination.

> The letter will contain specific paragraphs, that
explain the issues being examined.

» Cases are workedl through an autemated
System.

> The case will'lae assigned to aniexaminer only. if
correspondenceis received from the taxpayer.




Jeseph files aretuim claming Billy as a
gualiyimae child e EINIC pUrpPesES.

TThe Dependent Database (DDb) shows:
> Mary is the custodial parent.

» Mary is listed as Billy’s mother.

» No father is listed.

Joseph would have te send decumentation te
prove:

> His relationship tol Billy, and
> Billy lived with' John for more thani half the year.

EINC Notice: llimeline

EIC Notice Process (All EIC Inventory)
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Eravd isiagaressively pursed i allfCampus
Examinauoen Audits

> Returns are scrutinized for a determination of an
“Affirmative Act of Fraud”

> The EITC 10-Year Ban IS asserted concurrently.
with: the Civill Eraud Penalty,

» Growthiin the assertion of CEPs and 10-Year
Bans is anticipatedi as the programs bhecome
more integrated

Professional Decision: Viaking
(PDM)

> PDM Training was delivered to allf Campus
Examination employees
« Case examples showcased each month
» Concept integrated into Training Materials

> llax Examiner’s encouraged to use judgment

« Establish taxpayer’s credibility'and diligence in
providing reguested documentation

« Relevance of missing

> Use of jJudgment addressed during eperational
reviews




