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by LauraR. Rosage

o helpimprove complianceandincreasetax

collections, thelnternal Revenue Service (IRS)

hascreated aNonfiler Database. Thisdatabase,
whichwill enhancethe understanding of the causes of
noncomplianceand helpfocusoperational initiatives,
containsinformationon 6.5 millionindividual taxpayers
who, inFiscal Year (FY) 1993, filed 7.5 millionreturns
after their due date or extended due date. Of these, 1.7
milliontaxpayersfiled morethan 2.5 million“delinquent”
returns, returnsthat werefiled at |east 360 days after their
duedate. (Theremainder were*late” returns, returnsthat
werefiled after the due date, but by lessthan 360 days.)
Follow-upsonthese 1.7 million FY 1993 delinquent
individual taxpayersindicated that 53 percent of thosewho
had failedtofileareturnfor Tax Year (TY) 1991 or earlier
yearsfailedtotimely fileareturnfor TY 1993, and that 40
percent had still not filedaTY 1993 return morethan a
year after thereturn due date.

Thedatashow that 15 percent of the 1.7 million FY
1993 delinquent taxpayersare” repeaters’ and“ininven-
tory” to beworked on by IRS enforcement personnel.
Fourteen percent of these Repeatersin Inventory filed
three or moredelinquent returnsin FY 1993 (for TY 1991
and previousyears) and almost 36 percent of the delin-
guent returnsthey filed werethree or moreyearslate[1].
M orethan 50 percent of the delinquent returnsfiled by
Repeatersin Inventory werefiled with atax balance due of
morethan $1,000. Nearly 68 percent of therepeaters
delinquent returnsfiledin FY 1993 were secured through
IRSenforcement.

Background

ThelRSprofilestaxpayerstoidentify groupsor “ market
segments’ that have common characteristicsor tax
problems. Theseprofilesarethen usedto develop opera-
tional programs that allow the IRSto maximizeresources
whileminimizing burden. IRSrecognizesthat the same
approach to tax administration may not be effective or
even appropriatefor all taxpayers. Thecharacteristics
highlighted in aprofile of repeaters may suggest waysto
target thesetaxpayersand changetheir noncompliant
behavior. For example, an educational awarenessprogram
may not bethe answer for arepeater whose delinquent
returnin FY 1993 was secured through IRS enforcement
efforts, but may beaviable option for adelinquent
repeater whofiled voluntarily inthepast. It should be
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noted, however, that devel oping an effectivetreatment for
market segments may not be an easy process. Theremay
likely beaneed to conduct additional studiesto gather
further information that describesthe cause(s) of noncom-
pliancewiththetax laws.

StartinginFiscal Y ear 1992, additional nonfiler strate-
gieswereintroducedtoidentify nonfilersand bring them
back into the system. In order to study the effectiveness
of the strategies, the Nonfiler Database was created for
eachfiscal year. Thisdatabaseisafilewith selected
information, by taxpayer, fromthelndividual Master File
(IMF) for returnsfiled one day or more after thereturn
duedate or the extended due date. Thereturnsonthisfile
areclassifiedinto two segments: late-filed returnsand
delinquent returns. A late-filedreturnisany individual
return received one day or more after April 15 (or the
extended due date), but lessthan 360 dayslater. A delin-
guent returnisany individual returnfiled 360 daysor
more after thereturn duedate. TheFiscal Y ear 1993
Nonfiler Databasecontainedinformation onnearly 6.5
milliontaxpayerswhofiledalmost 7.5 millionreturns
after their duedate. Of these, therewere 1.7 million
taxpayerswhofiled morethan 2.5million delinquent
returnsfor TY 1991 or earlier years (theremaining 4.8
milliontaxpayersfiled5.0million*“late” returns).

In August 1994, IRSreviewed the subsequent filing
behavior of these 1.7 millionindividualswhofiled tax
returnsfor TY 1991 or earlier yearsin FY 1993 in order
toseeif they had filed areturnfor TY 1993. Thedata
showed that 53 percent (914,817) of the FY 1993 delin-
guent taxpayersrepeated their noncompliant behavior by
failingtofileaTY 1993 incometax returnontime. In
August 1995, IRS checked again to seeif any of these
repeatershad filed their 1993 incometax return by that
date. About 76 percent of them (or 40 percent of the
original 1.7 milliondelinquent taxpayers) still had not
filedfor TY 1993[2].

The 915,000 repeaterswere al so matched against the
Nonfiler CaseMagjor Filefor TY 1993 to seeif these
taxpayerswould be contacted through normal IRSen-
forcement operations. TheNonfiler CaseMajor Fileis
created for each tax year and containsrecordsfor those
taxpayerswho, based primarily on*information report-
ing,” wererequiredtofileanincometax return, but did
not [3]. Thecasesonthisfileareprioritized by “ select
code” and placed ininventory to beworked [4]. A little
morethan 257,000 of therepeaterswereininventory as of
August 1995.

Based ontheir subsequent behavior, the 1.7 million FY
1993 delinquent filerswereclassified by four types, or
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“market segments,” for profiling. They arearranged
below in order by degree of noncompliance, from least to
greatest:

(1) Non-repeaters: thosewhofiledtheir TY 1993 return
timely

(2) Delinquent repeaters: thosewhofiledtheir TY
1993 returndelinquently

(3) Repeatersnotininventory: thosewho had not filed
their TY 1993 incometax return as of August 1995,
but were not sel ected to beworked operationally
because of low potential tax yield

(4) Repeatersininventory: thosewho had not filed
their TY 1993 return asof August 1995, have been
selected for theNonfiler CaseM gjor File, assigned a
“select code,” and areininventory to beworked[5].

Forty-seven percent of the FY 1993 delinquent taxpayers
wereNon-repeaters, and nearly 13 percent were Delin-
guent Repeaters. M orethan 25 percent were Repeaters
not inInventory, and theremaining 15 percent were
RepeatersinInventory whowill beworked operationally
(FigureA). WhilelRS placesthe most emphasison
Repeatersinlnventory becausethereinliesthehighest
potential tax yield, itisalsoimportant tolook at Repeaters
notinInventory. These caseshavelow potential tax
yield, but aregreatinnumber. Any operational solution
which might causethesetaxpayerstofiletimely and
voluntarily wouldincreaserevenuesand benefit IRS.

Delinquent Taxpayers by Market Segment, Fiscal Year 1993

Non-repeaters
47.0%

Repeaters in
inventory
14.9%

Delinquent
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12.7%

Repeaters not
in inventory
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Characteristicsof Repeaters

In FY 1993, therewere 2.5 million delinquent returns
filedby 1.7 millionindividuals. Thenumber of delin-
guent returnsfiled by these 1,727,466 taxpayersshows
that themgjority of the Non-repeatersfiled only one
delinquent return. However, when broken down by the
four typesof taxpayers, the data show that lessthan 29
percent of the Non-repeatersand 31 percent of the
Delinquent Repeatersfiled morethan onedelinquent
returnin FY 1993, but more than onethird (38 percent)
of the Repeatersin Inventory filed 2 or moredelinquent
returnsin FY 1993 (FigureB).

How many yearslatethe delinquent returnswerefiled
varied (Figure C). Thelargest portion, 43 percent, of the
delinquent returnsfiledin FY 1993 wereonly oneyear
late (at least oneyear, but lessthan two yearslate) [6].

Y et when broken down by market segment, 25 percent of
the Non-repeatersand 26 percent of the Delinquent
Repeatersfiled returnsthat weretwo yearslate, while 26
percent of the Repeatersnot in Inventory and 32 percent
of the Repeatersin Inventory filed returnsthat weretwo
yearslate. Further, only 28 percent of the Non-repeaters
filed returnsthat werethree or moreyearslate, but nearly
36 percent of the Repeatersin Inventory, those IRS has
identified asrequiring enforcement contact, filed returns
in FY 1993 that werethree or moreyearslate.

Typeof Return

Thedelinquent returnsfiledin FY 1993 areclassified
intothreegroups: returnswith refunds, thosewith a
balance due, and “ even” returns(in general, with neither a
refund or balancedue) [ 7]. Thesecharacteristicsare
important becausedelinquent filerswho havetax liabili-
tiesrepresent delayed or lost revenuesto the Federal
Government. Refund returnsareal soimportant because
peoplewho areduerefundsare not receiving their rightful
amountsunder thelaw, particularly inthe case of citizens
entitled to the earned incometax credit. Thedatashow
that almost 35 percent of thedelinquentindividual income
tax returnsprocessed in FY 1993 wererefund returns,
only 8 percent were“even” returns, and morethan 57
percent had abalance due (Figure D). When looked at by
market segment, thedatafurther show that, whileamost
44 percent of the delinquent returnsfiled by Non-repeaters
wererefund returns, only 29 percent of thereturnsfiled by
Delinquent Repeaters, 31 percent of thereturnsfiled by
Repeatersnot in Inventory, and lessthan 20 percent of the
returnsfiled by Repeatersin Inventory wererefund
returns. Conversely, whilemorethan 71 percent of the
returnsfiled by Repeatersin Inventory werebalancedue,
lessthan 56 percent of thereturnsfiled by Non-repeaters,
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Delinquent Individual Income Tax Returns: Number of Returns Filed Per Delinquent Taxpayer by
Market Segment, Fiscal Year 1993
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Delinquent Individual Income Tax Returns: Type of Return by Market Segment, Fiscal Year 1993
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58 percent of thereturnsfiled by Delinquent Repeaters,
and only 51 percent of thereturnsfiled by Repeaters not
inInventory in FY 1993 were balanceduereturns.

A comparison of delinquent individual incometax
returns can also be made by the size of therefund or
balancedue (FigureE). Ingeneral, the datashow that
refund returnswerefewer in number and smallerin
amounts as compared to balanceduereturns. Also, as
would be expected, thedifference between refund and
balance duereturnsbecomeslarger asthe degree of
noncomplianceincreases. Toillustrate,in FY 1993, 27
percent of the balance duereturnsfiled by Non-repeaters
fell in the under $500 size category and only 20 percent
had abalance due of at least $500 but under $1,000.
However, morethan 53 percent of the balance duereturns
filed by Non-repeatersfell inthe $1,000 or more cat-
egory. Incontrast, only 13 percent of the balance due
returnsfiled by Repeatersin Inventory in FY 1993fell in
the under $500 segment and 16 percent had abalance due
between $500 and $1,000. Theremaining 71 percent of
balance duereturnsfiled by Repeatersin Inventory fell in
the $1,000 or more category. Infact, 6 percent of these
had balances due of $10,000 or more.

Enforcement-securedvs. Voluntary
Thedistinction between returnsthat arefiled asadirect
result of IRS enforcement and thosethat arevoluntarily
filed without any IRSenforcement activity isvery
important inthe analysisof delinquent returns[8]. The

datashow that, in general, the worse the degree of repeat
noncompliant behavior, themorelikely that prior delin-
guent returnswerefiled asaresult of enforcement (Figure
F). Nearly 60 percent of the Non-repeatersfiled their
delinquent returnsvoluntarily. However, only 53 percent
of the Delinquent Repeatersand 32 percent of the Repeat-
ersinlnventory filedtheir delinquent returnsvoluntarily.
Aswould be expected, therepeatersweremorelikely to
voluntarily filetheir delinquent returnsif they wereduea
refund. Conversely, enforcement effortswereoftenre-
quired for repeatersto filereturnswith abalancedue. This
differenceispartially duetothelarge number of IRS-
created " Substitutefor Returns” (SFR), which areonly
resorted to for taxpayersthat IRS believesto have an
outstanding balance duereturn[9]. Thedatashow that 74
percent of the Delinquent Repeaterswith refund returns
filed voluntarily, but only 34 percent with abalance due
filed their returnswithout enforcement activity. Morethan
86 percent of the Repeatersnot in Inventory who had
refundreturnsfiled voluntarily, but nearly 73 percent of
those with balance duereturns had to be contacted by IRS.
Only 62 percent of the Repeatersin Inventory who had
refundreturnsfiled voluntarily, and of thosewith balance
duereturns, almost 73 percent required enforcement.

Personal Demographics

A distribution by filing status(i.e., themarital status
categoriesrecognized under thetax code) showsthat
acrossall typesof repeaters, thedelinquent individual
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Delinquent Individual Income Tax Returns: Type of Return and Size of Refund or Balance Due, Fiscal
Year 1993
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Repeat Taxpayers: Type of Taxpayer by Method of Securing Delinquent Return and by Type of Return, Fiscal
Year 1993
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incometax returnsin FY 1993 werelargely filed by
taxpayersclaiming singlestatus (Figure G) [10]. In
general, ahigher percentage of non-repeatersfiled married
filingjointly and head of household, wherethelarger
percentage of repeatersfiled returnsclaiming singleand
married filing separately filing status. Infact, repeatersas
awholefiled three-and-a-half timesasmany returns
claiming marriedfiling separately statusthan did non-
repeaters.

Delinquent returnsfiledin FY 1993 werealso distrib-
uted by the age of the primary taxpayer (FigureH) [11].
(Inthecase of joint returns of husbands and wives, the
age of the primary taxpayer wasthat of the taxpayer
whose namewaslisted first onthetax return, usually the
husband.) Ingeneral, non-repeaterswereyounger taxpay-
ersthan repeaters. Morethan 48 percent of thereturns
filed by non-repeaterswerefiled by taxpayersage 40 or
under, but only 39 percent of thereturnsfiled by repeaters
werefiled by taxpayers40 or under. Morethan 45 per-
cent of the delinquent returnsfiled by repeaterswerefiled
by taxpayersintheir primeearning years, betweenthe
agesof 41 and 61.

A Focuson Repeatersinlnventory
Additional dataareavailablefor profiling Repeatersin
Inventory onthe Nonfiler CaseMajor File. TheNonfiler

Thousands of returns

1254
3335

Case M agjor Filecontainsdata, such astotal wages,
interest, dividends, pensionsand annuities, unempl oyment
compensation, non-empl oyeecompensation, and mort-
gageinterest, frominformation returnsthat werefiled for
Tax Y ear 1993, theyear for which theserepeatershave
not filed. The datashow that almost 68 percent of the
total incomeasreported oninformation returnsearned by
Repeatersin Inventory waswageincome. Thispercent-
age, when cal culated for the entire popul ation for which
thelRSreceived Tax Y ear 1993 information returns, was
slightly higher at alittle morethan 70 percent (Figurel).
Inaddition, interest and dividend incomewas 8 percent of
thetotal incomeamount for the population, but only 2
percent of theincome of Repeatersin Inventory. Thedata
al so show that although non-empl oyee compensationwas
nearly 14 percent of thetotal incomereported for the
entirepopulation, it wassignificantly larger for Repeaters
inInventory at 21 percent of thetotal incomereported.
Also, whiletheamount of withholdingwasat 11 percent
of thetotal income amount reported for the entire popula-
tion, it waslessthan 9 percent of thetotal incomereported
for Repeatersininventory.

Based ontheavailahility of thistype of incomeinfor-
mation for taxpayerswho havenot filed, IRShascreated
some market segmentsfor thesetaxpayersthroughthe
assignment of select codes[12]. For Tax Y ear 1993 there

Delinquent Individual Income Tax Returns: Filing Status by Market Segment, Fiscal Year 1993
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Delinquent Individual Income Tax Returns: Age of Primary Taxpayer by Market Segment, Fiscal Year 1993
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were25individual select codes, whichfor the purposes of
thisarticle can bearrangedinto five major groupsthat
generally maintainthe select codehierarchy (FigureJ).
Thehierarchy isdesignedto prioritize casesininventory
to maximizetax revenuesand target thelargest possible
number of taxpayerswiththeavailableresources.

Thefirst group includes sel ect codeswhich are highest
inthe hierarchy and are assigned to taxpayersbased on
their personal characteristics. Thisgroupcomprises
taxpayerswho are held to ahigher standard, such asIRS
employeesor other Federal Government employees,
peoplewhoillegally protest Federal taxes; and thosewho
already owethelRSand are currently paying the balance
fromaprior year through aninstallment agreement.

The second group entails sel ect codeswhich are based
primarily onhighincomelevelsestimated frominforma-
tionreturns. Included aretaxpayerswhoseincome
informationindicatesatotal incomeof $100,000 or more
and thosewhose balancedue, based onincomeestimated
frominformation returns, isestimated to be $500 or more.
Thisisby far thelargest segment of the Repeatersin
Inventory. ThesecasesarehighinIRS senforcement
priority because of thesubstantial potential tax yield.

The select codesin thethird group are al so based upon
incomeestimated frominformationreturns, but thein-

comeisbusinesstypeincome. Included aretaxpayers
who havereceivedinformationdocumentsindicating
incomefrom partnershipsor S Corporations, whichisat
least 30 percent of their total income estimated from
informationreturns, andtaxpayerswho havereceived
information returnsindicating the recei pt of apayment of
$600 or morein the course of trade or business.

Thefourth group ismade up of select codesthat are not
based oninformation returnincomeamounts, but on other
availabletransactiondata. Taxpayerswho have stopped
filing, butintheimmediately prior tax year: a) had $200
or morein self-employment tax, b) filed aSchedule D,
Capital Gainsand Losses, and had total positiveincome
of at least $20,000, or ¢) had atotal positiveincome of
$40,000 or more, fall intothisgroup. Alsoincluded are
taxpayerswho havean expired extension or acredit
balancefrom estimated credits, taxpayerswho havesold
stock or real estate, or have madelarge cash transactions,
and taxpayerswho have paid morethan $10,000 in mort-
gageinterest or have adependent under the age of 14 who
hasunearnedincomeof at least $5,000.

Thelast group of select codesarelowest in priority and
areassigned to caseswherethereissomeincomeinforma-
tion, but alow potential tax yield. Included aretaxpayers
who arenot U.S. citizensand haveagreen card or U.S.

Repeaters in Inventory by Select Code Group, Tax Year 1993
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citizenswho have applied for apassport and havea
potential tax assessment of $50 or more. Also hereare
taxpayersfor which |RShasinformationindicating some
income, but the potential refund or balancedueismini-
mal.

Asonecan see, the RS has substantial information on
Repeatersin Inventory. However, the profilesof the other
segments of therepeater population arealsoimportant. In
profiling market segments, sol utionsto noncompliance
problemsmay becomemoreevident.

Summary

Morethan half of the FY 1993 delinquent taxpayers
repeated their noncompliant behavior andfailedtofilea
TY 1993incometax returntimely. Asof August 1995,
40 percent of the delinquent taxpayersstill had not filed a
returnfor TY 1993. ThelRShasidentified morethan
257,000 of thesetaxpayersfor enforcement contact.
Thesetaxpayerswereintheir primeearning yearsand
morelikely tofiletheir delinquent returnswith morethan
$1,000 balance due. M orethan two-thirdsof thedelin-
guent returnsfiled by thesetaxpayerswerefiled dueto
enforcement efforts, and, compared to theentire popul a-
tion, they werefar morelikely to have non-employee
compensation.

Suchtaxpayer profilesallow IRStoidentify group
patternsof noncomplianceand to measuretrends[13].
Onegoal of thenternal Revenue Serviceistotailor
approachesto these groupsto bring them “back into the
system.” Thedecision not tofileontime can cause
economiclossesto both thenonfiler and theU.S. Govern-
ment. Unclaimed refunds, for example, are casesinwhich
peopleharmthemselves. However, amajor financial
problemisunpaidtax liabilities, which represent adrain
ontheresourcesof theU.S. Government and, ultimately,
aresubsidized by society asawhole. Taxpayerswho
repeat their noncompliant behavior by filing late or failing
tofilerequired incometax returnsare asubstantial eco-
nomic burden. Not only dotheir unpaidtax liabilities
represent aloss of money to the government, but they also
repeatedly consumel RSresourceseachtimethey require
personal contact beforethey comply withthelaw. By
developing profilesof repeat nonfiler market segments,
thel RS canimproveitssystem of nonfiler detection and
establish programstoincreasefiling compliance.

DataSourcesandLimitations

Thedatapresented inthisarticle arefrom the Statistics of
IncomeNonfiler Database and are based onthe population
of 1,727,466 taxpayerswhowereresponsiblefor the
2,563,312returnsreceived during Fiscal Y ear 1993 that
werefiled 1 year or morelate. Thispopulationincludes

743,312 substitutesfor returns’ (SFR’ s), for which there
waslittleinformation beyond tax and balance due. Based
onthe subsequent filing behavior of the FY 1993
nonfilersfor Tax Y ear 1993, additional information has
been added from the Individual M aster Fileand from the
Nonfiler CaseMagjor File.

Whilethedataprovide an accurate picture of those
nonfilerswho eventually filed oneor moredelinquent
returnseither voluntarily or through enforcementin FY
1993, andlater repeated their noncompliant behavior, they
do not provideany insight into those nonfilerswho have
not filed adelinquent return. Asaresult, thereisaseg-
ment of thenonfiler population for which thisprofilehhas
noinformation.

Explanationof Selected Terms
Delinquent return. - Any individual returnfiled 360 days
or more after thereturn due date.

Individual Master File(IMF). - Thisdatafile, compiled
and maintained at the|RSNational Computing Center in
Martinsburg, West Virginia, containstax accountsfor all
individual taxpayers. Identifyinginformation, suchas
name, address, and social security number, aswell astax
information, e.g., “ adjusted grossincome” or tax balance
due, isrecorded in each taxpayer’ saccount. Thefileis
updated periodically with changesto each account.

Information ReturnsMaster File(IRMF). - Thisfile
containsdatafrom FormsW-2, Wage and Tax Statement;
Forms1099-INT, Interest Income; Forms1099-M | SC,
Miscellaneouslncome; and any other “informationre-
turns” issued totaxpayersby employersor other payers
for agiven calendar year. IRSusesthisinformation to
verify incomeand deductionsreported onincometax
returns. Thisfilecontainsover 1 billioninformation
returnsper year.

Latefiled return. - Any individual returnreceived one
day or more after April 15 (or the extended due date), but
lessthan 360 days.

Nonfiler CaseMajor File. - Thisfile, created for eachtax
year, containsidentifyinginformationandincomedatafrom
theIRMF ontaxpayerswho meet certainincomecriteriaand
IRShasdetermined arerequiredtofileanincometax return
but have not for that tax year. Thiscasefilebecomes
inventory for IRSenforcement functionstowork.

Notesand References

[1] Unlessstated otherwise, the dataon size of refund,
balancedue, etc., inthisarticle aretaken from the
delinquent returnsprocessedin FY 1993. Because
thereturnswere delinquent, they arefor Tax Y ear
1991 andearlier.
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(2]

(3]

[4]

(5]

(6]

It should be noted that some of the apparent repeaters
may not berequiredtofileaTax Y ear 1993 income
tax return becausetheir income hasdropped bel ow
thefiling level threshold or they are now deceased.

Information reportingisthe processby which employ-
ersand other financial entitiesreport wagesand other
moniespaid out totaxpayersand withheld from
taxpayerson FormW-2, Wageand Tax Satement;
Form 1099-M1SC, Miscellaneousincome; etc. These
reportsare sent to the payeefor hisor her recordsand
for useintax return preparation, aswell astothe
Internal Revenue Servicefor determiningfiling
requirementsand comparingwithwhat i ssubsequently
reported by thetaxpayer on hisor her return.

For each tax year, select codes are assigned to
nonfiler casesontheNonfiler CaseMajor File. The
select codesare devel oped based ontaxpayer charac-
teristics, incometypesand amounts, and transaction
information avail ablefrominformationreturns. For
example, one specific select codeindicatesthe
taxpayer iscurrently aFederal government employee
or retireewith an estimated tax bal ance due of $100
or more; and another indicatesthat thetaxpayer hasa
total incomereported oninformation returnsof
$100,000 or more. Select codesarearrangedina
hierarchy designed to maximizerevenueandtarget
thelargest number of delinquent taxpayers. If a
taxpayer could fall into morethan one select code
based ontheavailableinformation, heor sheis
assigned the select codewhich rankshighest inthe
established hierarchy.

Becauseof limited resources, theInternal Revenue
Serviceisunabletowork all nonfiler casesidentified.
Programshavebeen devel oped, based oninformation
from thepreviousyear’ sreturn, if filed, and current
information returns, to select those nonfiler casesthat
will providethemaximum revenue. Theselected
casesareplaced ontheNonfiler CaseMajor File,
assigned a“ select code” (seefootnote4), and
arrangedinfield inventory based on the select code
hierarchy, to beworked by IRS enforcement.

Thedatabaseincludesreturnsthat areat |east one
year or morelate. Returnsthat are morethan one
year late, but lessthan two yearslate are counted as
being delinquent oneyear; returnsthat aretwo years
late, but lessthan threeyears|ate are counted asbeing
delinquent twoyears, and so on.

[7]

(8]

(9]

[10]

[11]

[12]
[13]

A refundreturnincludesthosefor which the taxpayer
electsto credit an overpayment for onetax year to the
estimated tax due for the next tax year, aswell asan
overpayment refunded directly tothetaxpayer.
Balance duerepresentsthetax due at thetime of
filing andistherefore cal culated before any remit-
tance submitted with thereturniscredited. An
“even” return occurswhen thereisno tax liability and
no prepayment credits, or intherareinstanceswhen
thetax liabilitiesexactly matchtheprepayments.

Forthisarticle, enforcement-securedreturnsare
defined asthose for whichthe IRS sendsa“ demand
notice” or investigatesbecauseof information
availablethatindicatesafiling requirement should
havebeenmet.

When ataxpayer doesnot fileareturn, the IRSissues
aseriesof reminder and delinquency notices. If the
taxpayer continuesto bedelinquent, the|RSmay
choosetofilea® substitutefor return” (SFR) for the
taxpayer. Using singlefiling status, the standard
deduction, andincomeinformation availablefrom
Form W-2, Wageand Tax Statement, and other
informationreturns, IRScomputesthetax liability
and penaltiesfor thetaxpayer. A bill isthenissued
for the outstanding amount. Mainly becauseonly the
standard deductionisincludedinthecalculation, the
tax amount due may be higher than if the taxpayer
had filed areturn. InFiscal Y ear 1993, the number of
SFR assessmentswas 743,213; thisdoesnotinclude
the actual number of returnsthetaxpayer filed after
an SFR assessment notification.

The percentageof returnsclaiming singlestatusis
higher than might be expected becausethecal cul a-
tionincludes SFR returns (seefootnote9). SFR’s
arealwaysgenerated with afiling status of single.

IRSreceivesageinformationfor all taxpayersfrom
the Social Security Administrationfor useintax
administration.

Seefootnote4.

Seealso Rosage, LauraR., “Nonfiler Profiles, Fiscal
Y ear 1993,” Statisticsof IncomeBulletin, Spring
1995, Volume 14, Number 4; and Daronco, Karla
M.,“Nonfiler Profiles, Processing Y ear 1991,”

Satisticsof IncomeBulletin, Summer 1993, Volume
13,Number 1.
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