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Overview

The Calendar Year Projections of Individual Returns by Major Processing Categories
is published semi-annually and contains U.S. and IRS campus level projections of full-
paid and other-than-full-paid categories of Forms 1040, 1040A, and 1040EZ returns.
The publication also includes estimates of individual refunds, Forms 1040NR/NR-
EZ/C, 1040PR and 1040SS, and various components of individual electronically filed
(e-filed) returns. In addition, a set of U.S. level forecasts by the IRS’s business
operating division organizational structure is included in this product.

The projections are based on the information available as of early August 2013,
including enacted tax law changes and confirmed administrative plans. Legislative or
administrative initiatives under consideration are generally not included in the
projections due to the uncertain nature of their eventual outcome.

Summary of Significant Trends and Revisions

A summary of the major trends and other significant factors embedded in the return
forecasts for this edition of Publication 6187 are noted below.

Campus Modernization Alignment

As part of the IRS modernization plans, IRS has streamlined the individual returns
processed among the IRS submission processing campuses. As a result, the Andover
Campus ceased processing individual paper returns after the 2009 filing season
followed by the Atlanta Campus in 2011. The current plan leaves Austin Campus,
Fresno Campus, and Kansas City Campus to process all individual paper returns from
2013 and beyond. The e-file campus volumes for CY 2013 and beyond are based on
the approved strategy to continue processing individual e-file returns at all five
individual e-file submission processing campuses.

Adjustments for Returns with “ITIN” Request

Individuals who are ineligible to obtain valid SSNs but need to comply with their federal
tax obligations file Form W-7 (Application for IRS Individual Taxpayer Identification
Number) to request an Individual Taxpayer Identification Number (ITIN) from the IRS.
The ITIN is a nine-digit number that begins with the number 9 and is used in lieu of a
SSN on tax returns. Starting in CY 2004, IRS required new ITIN applicants to attach
their federal individual income tax return to their Form W-7. Under the current campus
realignment plans, Austin Campus has full responsibility for processing these ITIN
related returns. Although the Form W-7 instructions direct filers to send in their
completed forms to the Austin Campus, some individuals mail their forms to the IRS
Campus specified on the Form 1040 instructions. Therefore, adjustments were made
to the Other-Than-Full-Paid returns to ensure ITIN returns are properly aligned.



Developments in Electronic Filing

Since the enactment of the IRS Restructuring and Reform Act of 1998, the total
number of individual returns filed electronically has increased in volume from 24.6
million in CY 1998 to 118.8 million in CY 2012. Itis projected that individual e-file will
continue to grow at about 2.7 percent growth in CY 2013 to around 122.0 million
returns and reaching 139.0 million returns in CY 2020.

Track Record of Projection Accuracy

In an effort to measure the quality of our products and services, this section, along with
Table 12, provides a brief analysis of the accuracy of prior projections. Using four
years of actual data from 2009 through 2012, Table 12 presents the accuracy of our
national level projections by major return categories. This analysis covers only the
major return categories projected on a calendar year basis and serves as a general
measure for gauging the overall reliability of our U.S. level return projections.

The table presents two measures of projection accuracy; the mean absolute percent
error (MAPE) and the number of over-projections. The MAPE is computed as the
average percent projection error over the four projection cycles. The number of over-
projections can show whether projections are consistently over- or under- projected. A
value of two indicates balanced forecasts over the four cycles. The table groups these
two measures by time horizon. The time horizon is determined by when the forecast
was made and for what future year. For example, a forecast for 2012 made in 2009
would be part of the “3-years-ahead” time horizon.

Comments and Questions

We thank our customers for their support as we continually seek to improve our
products and services wherever possible. We welcome customer feedback at any time.
Comments and suggestions regarding this publication can be directed to Michael
Sebastiani, Chief, Forecasting and Data Analysis Group at (202) 803-9155.

o bZP&é%/naA/—-—'

Janice M. Hedemann
Director, Office of Research
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Table 11. Calendar Year Projections of Total Electronically Filed Individual Returns
by Form Type Coded by Transmitter, by Processing IRS Campus

Actual Estimated Projected
2012 2013 2014
I.  Total Electronic Filings 118,784,744 122,040,400 125,363,000
Andover 27,951,669 28,639,700 29,414,900
Austin 21,736,425 22,334,200 22,935,700
Fresno 23,585,933 24,205,900 24,939,100
Kansas City 24,607,319 25,311,200 25,906,200
Philadelphia 20,903,398 21,549,400 22,167,100
Il.  Approximate Coded Form 1040A Filings 22,841,189 24,178,500 23,915,100
Andover 4,627,864 4,955,200 4,812,200
Austin 4,678,069 4,947,100 4,871,100
Fresno 4,529,593 4,722,500 4,721,500
Kansas City 4,508,722 4,832,500 4,757,300
Philadelphia 4,496,941 4,721,200 4,753,000
Ill.  Approximate Coded Form 1040EZ Filings 13,822,988 14,771,500 15,413,000
Andover 3,234,342 3,370,800 3,641,800
Austin 2,628,107 2,874,800 2,947,700
Fresno 2,601,460 2,799,300 2,902,300
Kansas City 2,804,870 3,049,900 3,132,700
Philadelphia 2,554,210 2,676,700 2,788,500
IV.  Approximate Coded Form 1040 Filings 82,120,566 83,090,400 86,034,900
Andover 20,089,463 20,313,700 20,960,900
Austin 14,430,249 14,512,300 15,116,900
Fresno 16,454,880 16,684,100 17,315,300
Kansas City 17,293,727 17,428,800 18,016,200
Philadelphia 13,852,247 14,151,500 14,625,600

Notes: Internal Revenue Service
Detail may not add to total due to rounding. Office of Research, Forecasting and Data Analysis Group
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Table 12. Accuracy Measures for U.S. Forecasts of Major Return Categories
Mean Absolute Percent Error (MAPE) and Number of Overprojections
for the Four (4) Most Recent Projection Cycles

Projection Error on Forecasts for:

Calendar Year 1 Year 2 Years 3 Years 4 Years 5 Years
Item 2012 Actual * Ahead Ahead Ahead Ahead Ahead
(thousands) N= N=4 N=4 N=4 N=4
Grand Total - Selected Returns * 239,107
MAPE 1.13% 1.38% 2.49% 3.42% 4.37%
Number of Overprojections 3 4 4 4 4
Grand Total - Paper 93,512
MAPE 3.99% 10.00% 15.11% 18.15% 19.55%
Number of Overprojections 4 4 4 4 4
Grand Total - E-file/ Mag Tape 145,596
MAPE 1.63% 5.67% 7.60% 7.78% 7.14%
Number of Overprojections 1 0 0 0 1
Total Primary - Selected Returns * 216,734
MAPE 5.65% 4.78% 3.36% 2.27% 1.15%
Number of Overprojections 0 1 2 1 1
Primary Total - Paper 80,481
MAPE 1.83% 7.24% 14.97% 19.57% 23.28%
Number of Overprojections 4 4 4 4 4
Primary Total - E-file/ Mag Tape 136,253
MAPE 1.20% 3.66% 6.44% 7.59% 7.96%
Number of Overprojections 0 0 0 0 0
Individual Total 146,456
MAPE 2.09% 2.55% 2.69% 2.43% 1.92%
Number of Overprojections 0 1 1 1 1
Individual Total - Paper 26,816
MAPE 2.40% 7.24% 15.52% 22.00% 29.42%
Number of Overprojections 3 3 4 4 4
Individual Total - E-file 118,785
MAPE 1.00% 3.19% 6.05% 7.34% 8.58%
Number of Overprojections 0 0 0 0 0
Individual Estimated Tax 23,430
MAPE 5.33% 12.72% 23.89% 31.18% 34.76%
Number of Overprojections 2 3 4 4 4
Fiduciary Total 3,048
MAPE 0.45% 2.11% 7.34% 15.70% 25.51%
Number of Overprojections 2 4 4 4 4
Partnership Total 3,550
MAPE 1.80% 5.71% 8.50% 9.83% 7.73%
Number of Overprojections 3 4 4 3 2
Corporation Total 6,671
MAPE 1.79% 3.16% 4.84% 6.16% 6.64%
Number of Overprojections 4 4 4 4 4
Employment Total 29,692
MAPE 1.40% 1.64% 3.65% 5.67% 5.62%
Number of Overprojections 2 3 3 3 3
Exempt Organization Total 1,411
MAPE 6.93% 5.85% 11.87% 19.96% 23.06%
Number of Overprojections 2 3 0 0 0
Excise Total 1,017
MAPE 13.66% 17.31% 24.09% 21.51% 22.20%
Number of Overprojections 2 3 3 3 3

* Some actuals shown in this table may differ from official counts reported elsewhere

because they exclude certain return series only recently projected and whose

accuracy can not yet be evaluated.

Internal Revenue Service
Office of Research, Forecasting and Data Analysis
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Statement of Methodology

This section summarizes the methods used to generate the various U.S., campus and
state level forecasts of individual income tax returns as presented in this update.
These projections incorporate the available year-to-date 2013 filing volumes through
end of April. The published campus volumes are aligned to the latest official IRS
campus configurations for CY 2012 through 2020.

The projected return volumes reflect updated forecasts of economic variables which
are used as leading indicators of future individual return filings as well as current tax
laws and administrative plans. In addition to the methodologies described below,
proportional adjustments were applied at various steps in the process to preserve
accounting identities.

The Individual Return Series

The U.S. and IRS campus forecasts of the total Form 1040 series are based on
regression models. Specifically, the total series forecasts were the result of regression
models using total employment, lagged one year, and several step dummy variables.
The U.S. level returns are projected independently from the former IRS district offices.
Once all models are run to generate baseline projections, the district office level
projections are forced to the U.S. level estimates. The base periods used in the
models were generally CY 1991 through 2012. IHS Global Inc. provided the forecasts
of economic variables used in our forecasting models. Additional adjustments are
made in order to account for administrative and legislative developments.

Form Type and Full-Paid/Other-Than-Full-Paid Categories

The U.S. and IRS campus level projections by return type (Forms 1040, 1040A and
1040EZ), and by their corresponding full-paid versus other-than-full-paid dimensions,
were first prepared on an "adjusted" level. "Adjusted" means that the detailed historical
data components were decomposed and reconfigured to negate the impact of e-file.

In effect, the "adjusted" level data reflects the historical trends as if e-file never existed.

The adjusted-level trends were forecasted as were corresponding projections for e-file.
Generally, the adjusted level full-paid and other-than-full-paid categories for each form
type were projected at the U.S. level using trend extrapolation models. The state level
projections for these categories were similarly estimated using time-series models.

The paper return volumes at the U.S. and state levels were then derived by
subtracting the corresponding e-file forecasts (by return type) from the analogous
adjusted level projections. In general, IRS campus level paper return volumes for
these classifications (as presented in Tables 2 through 4) were derived by summing
the respective state volumes per their pre-defined IRS campus alignments. However,
some additional adjustments were applied at the district office or campus level to
account for the unique “ITIN” returns processed centrally at the Austin Campus.
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Refunds

The calendar year and fiscal year refund volumes in Tables 5 and 7 reflect a count of
refunds arising from the initial filing of a return. Regression analysis with time and
dummy variables was used to derive the U.S. level refund projections in total.
Comparable state level refund projections were derived using the ratio of refunds to
total other-than-full-paid returns based on recent historical experience. The e-file
refund pieces at the US and state levels were then derived and subtracted from the
total refund volumes to derive the remaining paper refund volumes. The state level
projections were summed to compute the IRS campus volumes through 2020. Fiscal
year refunds were derived from the calendar year forecasts based on historical
quarterly filing experiences.

Computer Generated Paper Returns

Computer generated paper returns are tax returns that are prepared using tax
preparation software and are submitted on paper. The historical data used in the
projection model are from the Compliance Data Warehouse and IRS master file. A
time-series model was used to project the computer generated paper returns.

Practitioner Electronically Filed Returns

The U.S. level practitioner baseline e-file volumes were projected by using a
combination of diffusion (or “S” curve) growth and regression models to trend past
participation rates. The “S” curve model captures the growth patterns typically
associated with the introduction of new technology-related products. The participation
rates were defined as the ratio of the practitioner electronic returns to the total number
of practitioner prepared returns. The participation rates were similarly modeled at the
district office level, multiplied by the appropriate total return for each state district
office. These local level volumes were then summed to the appropriate IRS campus
level estimates. The estimated impacts of the mandate are primarily based on survey
data and IRS data on the paid preparer community.

On-Line Filed Returns

The on-line filed returns were derived in a manner similar to practitioner e-file. A
diffusion growth model was used in order to trend past participation rates for the
United States. The participation rate was defined as the ratio of on-line filed returns to
the estimated number of taxpayers that file self-prepared returns and have access to
the Internet. As part of the process, a combination of the historical IRS on-line
electronic filing experience, data on the volume of self-prepared returns, and external
data on electronic commerce in the U.S. were utilized.
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Electronic Returns by Form Type

The distribution of electronically filed returns by Forms 1040, 1040A, and 1040EZ was
based on data taken from the report titled Counts of Electronic Filings—Type of
Individual Return (Form) Taxpayer Could Have Filed. This report shows the simplest
traditional paper return an e-filer could have used. These historical percentages were
then forecasted using the diffusion of innovation model. The projected nominal
volumes were derived by multiplying the projected ratios by the total electronic return
volumes. The resulting e-file forecasts are presented in Table 9.

This update also includes the distribution of electronically filed returns by form type as
were coded by their e-file transmitter. These forecasts are presented in Table 11. For
various reasons, transmitters tend to code more e-file returns as Form 1040 and fewer
Forms 1040A and 1040EZ compared to the analysis of the simplest form the taxpayer
could have used. The e-file form type forecasts, as coded by the transmitter, were
derived as a ratio of the “could have used” e-file forecasts. The ratios were based on
recent filing experience.
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Table Notes
Data Sources

The primary sources for actual calendar year filing counts for individual full-paid and
other-than-full-paid Forms 1040, 1040A and 1040EZ, and total electronic filings, as
presented in this publication, are the IRS individual master file. Data from these
sources are tallied by IRS staff under the Chief Information Officer and then sent
electronically to members of the Office of Research who use this information for
projection and report purposes. Individual return counts by IRS business operating
division are also secured from the master file tallies. Refund return data are acquired
from the weekly Report of Individual Master File Refunds. Additional detailed
electronic filing data were collected from the Compliance Data Warehouse and master
file report titled Counts of Electronic Filings—Type of Individual Return (Form)
Taxpayer Could Have Filed.

Definitions

A number of IRS workload processing categories are projected in this publication. Key
categorizations are defined below for additional clarification:

Full-Paid Returns: Timely filed paper returns which have a balance due that are
fully satisfied through a remittance or a credit card payment.
This includes applicable returns handled through “lockbox”

procedures.
Other-Than-Full- Paper returns that are “even” (when tax payments equal
Paid Returns: liability), have a balance due without a remittance, an

overpayment, or are received after the April peak, plus all
electronic filings.

Business Returns: Total of paper and electronic returns with Schedule C and/or
Schedule F information. (Presented in Table 1A only)
Electronically Returns filed via electronic media including electronic filings
Filed Returns: submitted by Electronic Return Originators and On-Line.
Electronically Filed Non-refund electronically filed returns including fully paid,

Balance Due Returns: partially paid, even returns, and returns with balance due.

Business Operating Individual returns with a Schedule C, Schedule F, Schedule E,

Division: Form 2106 or with an “international” address are classified
under the Small Business/Self Employed business operating
division; all other individual returns are classified under the
Wage and Investment division. (Presented in Table 1B only)
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Individual Returns

Table 1A reports calendar year projections of individual returns by major processing
categories for the United States. This table reports some total categories that include
both paper and electronic returns, plus separate subsets that distinguish between
these media. The respective lines for Form 1040, Form 1040A, and Form 1040EZ in
Table 1A reflect paper returns and do not include electronically filed returns. However,
electronically filed refund returns are included in the U.S. refund return figures and the
U.S. total for other-than-full-paid. Also included in Table 1A are computer generated
paper returns and business returns (Schedule C or F). In addition, Table 1A presents
counts of practitioner e-file versus on-line filing, as well as breakouts of electronically
filed refund and e-file balance due returns.

Table 1B reports national level calendar year projections of individual return volumes
associated with the IRS’s Wage and Investment and Small Business/Self Employed
business operating divisions (BODs). This table reports total return volumes for these
two categories, plus separate counts for their respective paper and electronic return
subsets. In addition, Table 1B presents total US level volumes for Form 1040NR/NR-
EZ/C (U.S. Nonresident Alien Income Tax Return), and Forms 1040PR and 1040SS
(U.S. Self-Employment Tax Return from Puerto Rico and other International area).
These volumes are essentially associated with the IRS’s Small Business/Self
Employed Division and are only included in Table 1B.

Tables 2 through 4 report the projections of individual returns by IRS processing
campus. These tables do not include e-filed returns and only represent the historical
and projected paper returns. These tables reflect the impact of IRS’s most current
modernization campus alignment plans through 2020.

Individual Refunds

Tables 5 and 7 report the calendar year and fiscal year projections, respectively, of
individual refunds for the U.S. and IRS campuses. The total electronically filed refund
returns are included in the U.S. total and itemized separately at the bottom of Tables 5
and 7. The IRS campus figures reflect refunds arising from paper returns only. They
also reflect the impact of IRS’s most current modernization campus alignment plans
through 2020.

Table 6 reports the calendar year projections of the number of split refund returns for
the U.S. and IRS campuses. The total electronically filed refund returns are included
in the U.S. total and itemized separately at the bottom of the table. The IRS campus
figures reflect the split refunds arising from paper returns only.

Electronically Filed Returns

Tables 8A through 8C display the sites where electronic returns are processed from
CY 2012 through 2020. Table 8A reports historical and projected total individual
electronic filing for the U.S. and IRS processing campuses, while Tables 8B and 8C
show projections of practitioner e-file and on-line filed returns, respectively.
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Table 9 shows the historical and projected electronic filings by the simplest form type
the taxpayer could have used (had they filed on paper) for the U.S. and IRS
processing campuses.

Tables 10A through 10C show the electronic filing counts by state. Table 10A
reports historical and projected total e-filed returns. Tables 10B and 10C display the
practitioner and on-line filed electronic returns, respectively.

Table 11 shows historical and projected electronic filings by estimated form type as
coded by e-file transmitter for the U.S. and IRS processing campuses.
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Configuration of IRS Campuses for Paper Individual Returns—

Austin IRS Campus
Florida
International
Louisiana
Mississippi
Texas

Fresno IRS Campus
Alaska
Arizona
Arkansas
California
Colorado
Hawaii
Idaho
[llinois
Indiana
lowa
Kansas
Michigan
Minnesota
Montana
Nebraska
Nevada
New Mexico
North Dakota
Ohio
Oklahoma
Oregon

2012 Alignment and on

Fresno IRS Campus Cont.

South Dakota
Utah
Washington
Wisconsin
Wyoming

Kansas City IRS Campus

Alabama
Connecticut
Delaware
District of Columbia
Georgia
Kentucky
Maine
Maryland
Massachusetts
Missouri

New Hampshire
New Jersey
New York
North Carolina
Pennsylvania
Rhode Island
South Carolina
Tennessee
Vermont
Virginia

West Virginia



Configuration of IRS Campuses for Electronic Individual Returns—
2012 Alignment and on

Andover IRS Campus
Connecticut
Delaware
District of Columbia
Maine
Maryland
Massachusetts
New Hampshire
New Jersey
New York
Pennsylvania
Rhode Island
Vermont
Virginia

Austin IRS Campus
Alabama
Arkansas
Colorado
International
lowa
Louisiana
Mississippi
Nebraska
New Mexico
North Dakota
Oklahoma
South Dakota
Texas
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Fresno IRS Campus

Alaska
Arizona
California
Hawaii
Idaho
Montana
Nevada
Oregon
Utah
Washington
Wyoming

Kansas City IRS Campus

[llinois
Indiana
Kansas
Michigan
Minnesota
Missouri
Ohio

West Virginia
Wisconsin

Philadelphia IRS Campus

Florida
Georgia
Kentucky
North Carolina
South Carolina
Tennessee



Other Projection Publications

IRS

Publication  Typical
Title Number Updates
Fiscal Year Return Projections for the United States 6292 Spring

& Fall

Calendar Year Return Projections for the 6186 Fall
United States and IRS Campuses
Calendar Year Projections of Information and 6961 Summer
Withholding Documents for the United States and
IRS Campuses
Calendar Year Return Projections by State 6149 Winter

These publications are available electronically as noted inside the front cover.

These publications may also be requested
(1) by phone at (202) 874-0831
(2) by fax at (202) 874-0660, or
(3) by writing to the following address

Internal Revenue Service
Office of Research RAS:R
Attn.: Chief, Forecasting and Data Analysis
1111 Constitution Avenue, NW, K-3100
Washington, D.C. 20224
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