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OVERVIEW and Initial procurement process
The lessons learned from the 1996 Private Debt Collection (PDC) initiative are summarized in the table below.
	1996 Pilot Issues
	Current PDC Program

	IRS had no previous experience to build on
	IRS is using the “lessons learned” from 1996 to improve processes in the PDC program

	Assigned cases were aged and had little probability of collection (very low dollar, statute issues, etc.) 
	Cases have various statuses and dollar amounts, are not necessarily aged, and have a higher probability of collection

	Systems were not specific to management of PCA activities and prevented successful exchange of information between PCA and IRS
	Systems have been put in place that are more sophisticated and efficient in tracking work and addressing problems encountered with segregating the PDC inventory

	Most of the processes and controls were manual in nature
	Oversight and monitoring processes are structured and efficient; processing and exchange of data will be fully automated

	PCAs only called and located taxpayers and had no authority to set up and monitor payment arrangements
	PCAs request payment and set up IAs (with IRS approval) of up to 5 years in length and monitor case progress

	IRS’ legal interpretations limited PCA ability and prevented the initiative from being a true test of PCAs’ ability to collect delinquent taxes (e.g., PCAs were not able to actually collect taxes owed)
	Maximum effort has been made to provide PCAs with the latitude required to implement best business practices in the debt collection industry

	Payment to the PCAs was a flat fee regardless of actual collections
	PCA payments are tied to performance


procurement process and PDC STAND UP
Procurement Process
· The IRS used a competitive procurement process to identify PCAs using the General Services Administration (GSA) to solicit Requests for Quotes (RFQ) for GSA debt collection vendors.
· The initial RFQ was cancelled in August 2005 as a result of a protest and reissued in October 2005.

· A total of 33 firms took part in the competitive bidding process that resulted in contracts with the three PCAs selected for the limited implementation phase of the PDC program in March 2006.

· Prior to the contract award, the IRS researched the complaint records of the three firms with the Federal Trade Commission
.
· A post award protest in March 2006 delayed work until June 2006.

· Selected PCAs, as well as more than 350 PCA employees, have passed background investigations, including tax compliance checks.
Stand Up 

· Three Private Collection Agencies were awarded contracts March 8, 2006.  
· Only following the successful completion of testing and certification (including physical and information security) did the initial roll out begin. On September 7, 2006, 11,564 cases were placed with 3 PCAs. 
· This limited implementation phase is being utilized as a controlled environment to gather critical information on debt collection for future releases of the program.  
· The Taxpayer Advocate, GAO, TIGTA and other vital stakeholders were included to ensure safeguards and accountability was integrated in the processes. The following were key activities performed for project stand up: 

· Usability testing of the initial contact letters with taxpayer focus groups and capture of input from numerous stakeholders such as TAS, Counsel, Ways & Means Committee, etc

· PCA Policy and Procedures Guide was developed and reviewed with TAS Counsel, Disclosure, and Practitioners and other PCAs who were not awarded the contract

· The COTR, RU, Quality and Reports Handbook were developed and reviewed with TAS, Counsel, Disclosure, etc

· The PCA Operational Plan, PCA Training Plan, PCA Letters, and Scripts were reviewed and changes were made based on feedback from the project team, TAS, Counsel, Disclosure, etc

· On-Site Management Issues Meetings were conducted with each PCA
· Performed Business Acceptability Testing at each PCA
· During the initial months of start up, IRS representatives, TIGTA and Disclosure were on site at the PCAs to oversee operations, answer questions about processing and ensure training was properly delivered to PCA employees.  
SAFEGUARDS AND DISCLOSURE 
· The PDC program is designed to prevent PCAs from engaging in an activity that is a violation of a taxpayer right or protection.
· The enabling legislative language ensures taxpayers receive the same treatment from PCAs as they would if the IRS handled their collection matters itself, including access to the Taxpayer Advocate Service. 

· PCAs and their employees are subject to extensive quality control monitoring by the IRS to ensure compliance with taxpayer protections and applicable policies and procedures. This includes “live” monitoring of telephone communications between collection agency employees and taxpayers, review of recorded conversations, taxpayer satisfaction surveys, audits of collection agency records, and periodic reviews of agency performance.
· In addition, the IRS specifically monitors collection agency compliance with taxpayer confidentiality requirements and the restrictions on certain conduct contained in section 1203 of the IRS Restructuring and Reform Act of 1998 (RRA 1998). To date, there have been no instances of the misuse of taxpayer information or intentional disclosure of protected information.

· Private collection agencies are required to comply fully with the provisions of laws and regulations that pertain to taxpayer information, including, to the extent permissible under applicable law, the removal or termination of employees who violate the requirements of these provisions. 

· The PCAs have reported ten disclosure concerns, with only one validated penalty case by the IRS PCA Reported Concerns Review Panel. The remaining nine disclosure cases were inadvertent disclosures.

· PCA employees must be in full compliance with federal tax laws and are subject to FBI fingerprint screening annually and a reinvestigation every five years.
· More than 350 PCA employees have passed background investigations, including tax compliance checks.
· IRS monitors PCA compliance with all applicable federal and state laws. Failure to comply with these laws and regulations will be considered a breach of contract. 
· Section 1204 of RRA 1998 does not specifically apply to the PCAs since the PCAs are not allowed to take enforcement actions
· However, the intent of section 1204 was taken into account when the measurements of the PCAs  were developed 

· For example, PCAs were reviewed for and certified that dollars collected was not a measure for their employee performance or their bonus structure
· Also, the IRS PDC Project Director certifies 1204 compliance on a quarterly basis
· Contractors are prohibited from soliciting direct receipt of funds from taxpayers. Although payments have been received at PCA sites, PCAs have fully complied with the IRS’ misdirected payment requirements. Of the 91 misdirected payments sent to PCAs erroneously by taxpayers, all have been re-directed to the IRS and posted to the proper accounts.
PROCESSES, Organizational structure, AND INVENTORY SELECTION 
PCA Processes

· While PCAs are held to the same guidelines of the FDCPA as IRS employees and, there are many procedural differentiations and restrictions for PCAs that are in place as safeguards to minimize risks to taxpayer rights and privacy.  Some of these restrictions include

· PCAs cannot contact the taxpayer at any unusual time or place, or at a time or place an employee knows, or should know, is inconvenient to the taxpayer  (PCAs can generally contact the taxpayer after 8:00 AM and before 9:00 PM local time at the taxpayer's location, unless there is reason to know otherwise)
· PCAs cannot contact the taxpayer at work if the taxpayer has instructed not to do so or if there is reason to believe the employer does not allow this (PCAs can only call at the place of work if permitted by a taxpayer.  The IRS has not authorized any third party contacts to date.)
· PCAs cannot directly contact a taxpayer when the IRS or the taxpayer has informed the PCA that the taxpayer has an authorized representative and the PCA is able to determine the representative’s name, address, telephone number, and authority with respect to the taxpayer
· PCAs cannot engage in conduct that is harassing, oppressive or abusive
· PCAs can work cases where the taxpayer does not dispute the liability; contact taxpayers to attempt to resolve delinquent tax issue; work cases from $100 up to $25,000 through 2/7/07 and up to $100,000 after; gather pertinent information from taxpayers and provide to IRS to resolve case outside of their authority; use skip tracing technology to locate taxpayers
PDC Organizational Structure 

· The IRS has put in place an aggressive oversight and management process to ensure PCAs adhere to contract requirements and the protection of taxpayer rights
· The IRS currently has 44 employees working both full- and part-time on project and program operations. Since not all of the employees work full-time on the project their hours translate to 32 FTEs for fiscal year 2007. 
· The OU has 12 full time staff - 1 Manager, 1 Management Assistant, 3 COTRs, 3 Management Information System (MIS) Analysts and 3 Quality Analysts
· The RU consists of 32 employees with 2 Managers, 2 Lead Contact Representatives (CR), 2 Inventory Control Specialists and 26 CRs
· The IRS uses processes including live call monitoring, review of recorded telephone calls, taxpayer satisfaction surveys, audits of PCA records and periodic review of PCA performance to assure proper safeguards are in place.
· Prior to the contract extension decision, the PCAs had more than 350 employees working on this contract, ranging from 120 to 166 front-line employees working directly on accounts
· The IRS is currently properly staffed and will not exponentially add FTE to support the PCAs as they expand their staff. 
IRS Processes 
· Oversight Unit Primary Processes

· Inventory Management:  Determine the types and number of cases that should be placed with the PCAs to meet placement plans

· Invoice Reconciliation:  Review payments and administrative resolutions  received and determine the amount for which the PCAs should be commissioned

· PCA Contractual Oversight:  Monitor PCAs and issues that arise including researching reported concerns to ensure adherence to the Contract

· The COTR’s primary role is the administration of all aspects of the contract, including invoice validation, complaint investigator, ensuring compliance with contract requirements such as background investigation review and validation, invoice computation and certification, ensure adherence to security requirements
· Quality Review:  Monitor PCA phone calls and perform case reviews to ensure that PCAs adhere to the Policies and Procedures outlined by the IRS

· Report Management:  Monitor, pull and analyze reports and provide updates

· Referral Unit Primary Processes

· PCA Support:  Regularly communicate with the PCA to respond or approve requests for determination on different case issues.  

· Taxpayer Contact:  The RU responds to request from taxpayers, assigned to the PCAs, in the event the PCA may not be able to address an issue 

· Case Recall:  Cases are recalled from the PCAs for a variety of reasons.  This is part of the normal operating environment and provides the IRS with the ability to retrieve a case from the PCA if the case status changes where it no longer meets assignment criteria (i.e. disaster recovery). 

Inventory Selection

· The PCAs will work cases generally referred to as financial receivables; liabilities reportable on the Form 1040; do not have a restriction on collection or require discretion or enforcement action to resolve the liability (e.g., exam cases, CI cases, litigation, combat-zone taxpayers, deceased taxpayers, etc.).
	PDC Inventory Information
	

	Average Balance (9/6/07)
	$5,646

	Average Balance (2/2/07)
	$4,053

	Average Balance (3/14/07)
	$4,876

	Balances more than $50K (3/14/07)
	203

	Balances more than $100K (3/14/07)
	0





Note:  Based on Assessed Module Balance
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PRIVATE DEBT COLLECTION WORKFLOW
· Account Selection by IRS

· IRS establishes criteria for cases placed with PCA

· IRS letter advising Taxpayer (TP) that account has been placed  with PCA

· IRS prepares and mails a letter to each TP identifying the PCA with whom the account has been placed as well as an IRS contact information should the TP have any questions
· Delivery of inventory to PCA

· Inventory is electronically made available for PCA pick up through a secured data exchange method

· PCA receipt of inventory and updates files

· PCA retrieves electronic data file

· PCA validates data

· PCA uploads inventory files to their collection system
· PCA attempt to contact TP via initial contact letter(s) and phone

· PCA prepares and mails approved initial contact letter within 10days of receipt of inventory – letter advises TP again that account has been placed and provides payment and contact information for both the PCA and IRS. 

· PCA will initiate phone contact with TP beginning three days after PCA letter mailed to TP to attempt to resolve outstanding debt. 
· PCA attempt to resolve outstanding debt with TP via full pay or installment agreement

· Upon contact with TP the PCA will attempt to secure full payment of the liability or establish an installment agreement

· PCA will ensure that TP has filed all outstanding returns by asking the taxpayer – NOTE:  PCAs DO NOT possess filing or tax return information

· If TP is unwilling or unable to full pay account or establish IA PCA will attempt to secure information sufficient to resolve the case.
· PCA initiated skip-tracing if unable to contact TP

· If PCA is unable to contact TP they will initiate electronic skip-tracing efforts to attempt to locate TP address and/or phone number – NOTE:  PCAs do not initiate third party contacts.
· If payment is not secured from TP, PCA, through either contact with taxpayer or electronic skip-tracing efforts, may secure information to resolve case e.g.  Bankruptcy, taxpayer deceased, taxpayer is unable to pay.
· PCA Handling of Disputes

· If taxpayer disputes liability collection activity is immediate suspended by PCA and the case referred to IRS for dispute resolution.

· PCA Reported Concerns Process

· Collection activities are immediately suspended on all cases where a concern has been received 

· PCA Management enters the reported concern into a log and compiles case information to forward to IRS   
PCA PERFORMANCE
Snapshot of Cumulative Operations

· As of March 22, 2007, 33,824 entities and 43,502 modules have been placed with the PCAs at a value of $218M.  
· From these cases placed, 3,382 have resulted in full payment and 1,353 have an established installment agreement.  
· As of April 19, 2007, the PCAs have collected $19.47M in gross revenue with $15.57M considered commissionable revenue which resulted in $3.20M in payments to the PCAs.  
	Key Metrics
	Period Ending
	Project Cumulative

	Entities Placed
	3/22/07
	33,824

	Modules Placed
	3/22/07
	43,502

	Dollars Placed
	3/22/07
	$218M

	Full Payments
	3/31/07
	3,382

	Installment Agreements
	3/31/07
	1,353

	Current IA Dollar Value
	3/31/07
	$3.03M

	IAs, Defaulted
	3/31/07
	50

	Actual Payments
	4/19/07
	$19.47M

	Commissions Paid
	3/22/07
	$3.20M

	Net Revenue
	4/19/07
	$16.29M

	Commissionable Payments
	4/19/07
	$15.57M

	Retained Account Balance
	3/15/07
	$3.67M


PCA Scorecard

· The PCA Scorecard is a tool for evaluating PCA performance by ranking PCAs against each other on a quarterly basis

· The Scorecard evaluates cases placed with the PCA for a minimum of three months, so cases placed with the PCA during the first quarter FY 06 (Oct – Dec) could not be evaluated until April 1, 2007

· During this initial period of implementation, scorecards will be created but this will be used as a baselining period so it can be perfected for use in future releases

· In the next contract period, the scorecard may be used as an incentive for the PCAs through modifications to inventory allocation strategies and the issuance of bonus awards
Performance Goals

· Performance goals were established for the PDC program; however, some of these goals cannot be measured against until a full year of performance is gained  
	Measure
	Goal
	Notes
	Results Through 3/31/07

	Annual Percent Collected
	6% goal at onset, trending upward to 12% of Assessed Module Balance (AMB)
	Ramp up period of 12 months
	· For all cases placed to date, $17.79M has been collected which is 8.2% of AMB placed

	Case Resolutions
	63% 12 months after placement
	· Ramp up reduction of 50%; onset 31.5% trending to goal of 63%
· Processing of unable to locate closures is just beginning on cases returned from the PCA
	The current data only provides resolutions that are attributable to full payments and installment agreements which would not provide a complete assessment of case resolution.

	Taxpayer Satisfaction
	67.5% at inset, trending upward to 90%
	· IRS ACS standard is 90%
· 75% learning curve standard is used 

· TAS and opt outs are anticipated at a higher rate upon deployment and trending off through the first 12 months
	94%

	Employee Satisfaction
	TBD
	We will work with the survey vendor to determine an appropriate bench mark, based on expertise and available data
	Data will be available after the first survey is administered.

	Quality
	90%
	· ACS ranges from 89%- 99%
	99%

	Validated Penalty Cases
	Zero for Type II and III; baseline to be established for Type I
	· The validated penalty cases have associated point deductions on the scorecard and monetary impact
· Based on the severity, we retain the right to cancel the contract for even one validated penalty case
	Type I: 0

Type II: 0

Type III: 3


Revenue Projections

· Original projections for gross revenue by the Office of Tax Analysis in 2004 called for the collection of $1.4B over 10 years.  
· Currently the program is tracking towards the higher end of the projections.  
· As of April 19, 2007, the gross revenue collected was $19.49M while the projected range for revenue at the end of April is between $15.05 M - $20.69 M
	 
	10 year Projections thru 2017

	Total Cases Placed
	2.9M

	Total Dollars Placed
	$13.9B

	Predicted Gross Revenue
	$1.5B -$2.2B

	Estimated Commissionable Revenue
	$1.4B-$2.1B

	Estimated Net Revenue
	$1.2B - $1.8B

	Retained Acct Estimate
	$362 M- $546M





Note:  Revenue projections are as of December 18, 2006
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Revenue Projections (continued)
· In determining the revenue projections, assumptions were made for annual yield and for each month of placements ranged between 10%-15% on the low end and 15%-20% for the upper end

· This annual estimate for yield is distributed over time using the collection curve in the revenue model
· Analysis was performed to determine what the estimated yield would be in March 2007 for each month of placement.  This estimate is compared to actual yield for the individual monthly placements and shows that for 5 of the 7 months, actual yield is meeting or exceeding projections

· Adjustments have not been made to these yield projections to reflect the absence of LGBS but may be in future iterations
[image: image6.emf]Projected vs. Actual Revenue Collection 

Monthly (Through April 19,2007)

$2,072,223

$2,883,549

$3,634,216

$4,812,178

$5,571,788

$6,558,325

$7,223,494

$1,743,517

$1,599,802

$1,592,538

$949,331

$570,145

$760,193

$1,267,932

$2,161,115

$2,136,328

$2,373,229

$2,840,628

$4,030,815

$5,123,944

$6,867,473

$7,979,265

$9,436,353

$10,418,167

$0

$2,000,000

$4,000,000

$6,000,000

$8,000,000

$10,000,000

$12,000,000

Sep-06 Oct-06 Nov-06 Dec-06 Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07

Month

Revenue Collected

Projected Gross Revenue: Low Range Projected Gross Revenue: High Range Actual Revenue


REPORTED CONCERNS
Reported Concerns Process
· The reported concerns process built into the PCA contracts serves as an accountability tool to identify areas where the taxpayer could be better served. 

· Anyone may report a concern, but the primary source is from the PCAs directly (79%). Each PCA self-identifies cases where they believe the taxpayer may not be satisfied with the interaction they had with the PCA and reports this directly to the Contracting Officer’s Technical Representative (COTR).  IRS and TAS employees have reported concerns through telephone call monitoring or taxpayer interaction.

· All reported concerns received on PCA assigned cases are thoroughly reviewed by  the PCA , the COTR and IRS review panel.  

· Each PCA investigates every concern they identify or receive. The panel reviews documentation gathered on each case by the COTR, who also must investigate every concern. Documentation may include a case history review, discussions with the taxpayer, IRS personnel, and PCA employees, and when available, call recordings. As appropriate, apology letters are issued by the PCA or the IRS.

· Depending on the severity, concerns can result in immediate contract suspension or termination. The contract includes a clause for validated penalty cases. To date, penalties totaling $10,000 have been imposed. 
Reported Concerns Received
· Of 33,824 entities placed with PCAs through March 22, 2007, 25 concerns (0.07% of entities placed) were related to taxpayer treatment.  Of the 25 concerns raised,  only one was validated as a contract violation by the panel, two are pending investigation completion and for 19 no contract violations were found. Treatment concerns include 11 for PCA interaction and 14 for PCA calling practices.  
· Of the 11 PCA interaction concerns,

· Six are for collector behavior (i.e. rudeness). For three, call recordings confirm professional PCA behavior. In three cases the IRS was unable to identify a contract violation.

· Two involve the taxpayer being placed on hold, one where the PCA did not return a call.  Three are procedural issues, call recordings do not substantiate a contract violation, two items remain open and under investigation.
· Of the 14  PCA calling practices concerns, 

· Eight  involve the taxpayer requesting the PCA not call them, and two where the taxpayer is upset at receiving a call. Recordings were reviewed in five cases and PCA professional behavior was confirmed.  Nine items are not representative of contract violations. One item remains open under investigation.
· Four are multiple or frequent calls to taxpayers, one of the concerns was validated as a contract violation. 

· The majority of concerns are contract administration, constituting difficulties with taxpayer identity authentication or inadvertent disclosure of information. Through March 2007, 44 contract administration concerns (0.12% of entities placed) have been reported, with two validated penalty cases (0.01% of entities placed).
· 46% of all concerns received to date, 32 concerns, were reported within 60 days of the program start up.
COSTS AND BENEFITS OF THE PDC PROGRAM
PDC Costs and Benefits
· Private Debt Collection (PDC) estimated costs for startup and ongoing maintenance include all Project Office, Oversight, administration and IT costs from FY04-FY10.  To date, PDC has incurred less cost than originally budgeted in FY04 and expects to remain cumulatively under original budget costs through FY10.
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Note:  Updated February 2, 2007
· Based on conservative projections for revenue, the PDC program is projected to recoup all costs, including sunk costs, in April 2008. 
· For funds allocated in FY2007, it is anticipated that all costs will be recouped by March/April 2007. 
	
	FY04/05
	FY06
	FY07
	FY08
	FY09

	Projected Revenue
	-
	$0.57M
	$45.7M
	$88M
	$124M

	PCA Fees Estimated
	-
	-
	$8.7M
	$19.3M
	$27.7M

	Adjusted Net Revenue
	-
	$0.57M
	$37M
	$68.7M
	$96.3M

	

	Program & IT Costs
	$38.87 M
	$16.84 M
	$14.93 M 
	$5.84 M
	$5.84 M 

	

	Net Benefit
	($38.87 M)
	($16.27 M)
	$22.07 M
	$62.86 M
	$90.46 M

	Cumulative Net Benefit
	($38.87 M)
	($55.14 M)
	($33.07 M)
	$29.79 M
	$120.25 M
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 effectiveness and roi responses

Cost Effectiveness Study
· In a May 2004 assessment of the IRS PDC program, GAO recommended that “the IRS Commissioner should ensure that a study is completed that compares the use of PCAs to a collection strategy that officials determine to be the most effective and efficient overall way of achieving collection goals". 
· In response to the GAO report, the IRS has undertaken a Cost Effectiveness Study, with input on study design from GAO and TAS
· The study intends to analyze the cost effectiveness of the PDC program vs. the use of IRS resources in working the “next best case” and compare performance between IRS and PDC using the same types of cases currently placed with PCAs
· Data will be available in June 2007 and early results will be available in September 2007, with a final report in April 2008
· Data resulting from the PDC cost effectiveness study will be used to support IRS’ response to the GAO’s recommendations, as well as the Biennial Report to Congress in late 2007.
PDC ROI
· Overall, the IRS Return on Investment (ROI) is about 4 to 1.  ROI resulting from IRS enforcement programs ranges from $3 to $14 for every additional $1 invested, depending on the type of enforcement activity.  For example, labor-intensive activities such as the Collection Field Function have lower ROIs, and automated activities such as Automated Underreporter have high ROIs.  
· For the PDC program specifically, the potential return is between 3.2 to 1 and 3.6 to 1 for FY 2007, the first full year of implementation. This estimate is based on FY07 gross revenue of $45.7M - $65M, divided by the operating costs of the program, which include payments to Private Collection Agencies (PCAs) averaging 18.5% of gross program revenues and fully loaded projected FTE costs of $5.99M
.  
· In FY08, the IRS expects the PDC ROI will increase to between 4.0 to 1 and 4.3 to 1, once the program is in steady state.  The IRS bases this estimate on FY08 gross revenue projections of $86M - $127M compared to operating costs of approximately $5.84M in IRS costs and the average 18.5% payments to the PCAs.

Alternative Use of Funds
· The following information has been provided to John Buckley from House Ways and Means in response to a direct question on the Alternative Use of Funds

· The IRS was asked, theoretically, to look at an alternative use of the funds spent on Private Debt Collection (PDC) development to date

· Theoretically, given the FY 2007 PDC budget of $14.93M as a base, a total of 115 collection field enforcement employees and 38 Campus Collection (ACS) employees could have been hired in FY 2005 at an estimated cost of $16.3M
· The remaining $24.8M of FY 2005-2006 development funds would have then been available to support enforcement-related technology infrastructure, which has been the highest priority for the IRS for the past several years
· The FY 2007 PDC budget and beyond would theoretically have been used to sustain the 154 new hires; and assuming those IRS hires performed at the average for dollars collected for CFf and ACS and were funded and sustained over 10 years (2005-2015), they could generate an estimated $1.9B in gross revenue
· CFf annual dollars collected per FTE was $1.22M for years 1-3 and $1.5M for years 4-10

· ACS annual dollars collected per FTE was $1.1M for year 1 and $1.35M for years 2-10
· Ten-year net revenue projections (2007-2017) for PDC after standup are as much as $1.8B for the high end of the revenue projection range
· The use of two different timeframes enables the comparison between established organizations.  If years prior to 2007 were used for PDC, that would incorporate almost two years where PDC was standing up and cases were not with the PCAs

GAO AND TIGTA
GAO Findings

· GAO’s audits focused on whether we had addressed all the critical factors for implementing a successful PDC program.  The five critical factors address 1)results orientation, 2)agency resources, 3)workload, 4)taxpayer issues, and 5)evaluation.  

· GAO found that the IRS made significant progress in addressing the five critical success factors and 17 related sub-factors before sending cases to PCAs for the limited implementation.  

· GAO identified additional steps needed on 3 sub-factors: setting goals and measures, determining all program costs, and evaluating the program.  

· In response to GAO’s findings, the IRS has developed a corrective action plan to address these sub-factors.

1. Establish goals and targets for all appropriate measures for FY2008

2. Perform a Cost Effectiveness Study

3. Develop reports to gather information regarding the delinquent accounts inventory, PCA resolutions based on inventory type, and IRS resource capacity

TIGTA Findings

· TIGTA has conducted two audits focusing on the development and implementation of the PDC program.  

· TIGTA found that the IRS effectively developed and implemented the PDC program and recommended actions that would enhance security and accountability.  

· The IRS agrees with all recommendations and will incorporate the recommendations in future contract negotiations and policy and procedural guides. 

1. Security enhancements:  During their computer and physical security review, TIGTA identified a PCA with a shared server.   TIGTA also found other security issues, although not significant enough risks to prevent the assignment of cases to the PCA, that needed to be resolved.  Many of the security issues identified by TIGTA were found at the location of the PCA for whom the IRS did not extend the contract.   

a. In future Requests for Quotation (RFQ), require PCAs to maintain Federal Tax Information (FTI) on a separate dedicated server.

b. Develop procedures to ensure timely follow-up with PCAs on security issues  

2. Accountability:  During their review of PDC policy and procedures, TIGTA identified where we could strengthen our oversight of the PCAs and our performance.

a. Update the procedures for handling taxpayer concerns to ensure consistent and timely processing.

b. In future RFQs, PCAs will be required to have scripts to direct employees through telephone conversations and must be submitted for review and approval. 

c. As data becomes available, update/modify the revenue model used to calculate projected revenue based on the inventory placed with the PCAs.    
Next steps

PCA Task Order Extensions
· The PCA Task Orders were issued for an initial 12-month period to give the IRS an opportunity to hold the PCAs accountable and to make an informed decision about moving forward with another 12-month option on a firm-by-firm basis.
· As we approached the time to make this decision on the contract extensions, we considered overall performance and concluded that two of the three firms met our needs and held the most accountability going forward.
· In February 2007, IRS chose to extend the contracts of two PCAs through March 2008 but declined extending the contract of LGBS, which expired March 7, 2007. 
· This decision demonstrates the PDC initiative is working successfully as intended, with the IRS following through on oversight responsibility and holding the PCAs accountable throughout the process.

Request for Quotes (RFQ) for Next Implementation Phase
· Preparations are underway for the May 2007 issuance of a RFQ for the next implementation phase of the PDC program.

· Future contractors will be selected based upon lessons learned from the limited implementation phase.

· The new contract award is planned for October 2007. The next implementation phase will “go-live” in March 2008, as detailed in the timeline below.  
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� The $5.99M includes labor, benefits and non-labor costs incurred by the PDC program office, PDC project team, and support provided from Counsel, Small Business Self-Employed Finance, Procurement and Taxpayer Advocate Service.  It also includes costs for performing background investigations and contractor support for the PDC Business Team.  This does not include Information Technology (IT) system development and maintenance costs.  






