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State Reverse File Match
Initiative

- SRFMI -
Partnering with State Tax Agencies

to Reduce the Tax Gap

SRFMI m ay help to

reduce the Federal Tax Gap
• Leverag e New Data Sources
‒ Continue Im provements In Inform ation
Technolog y

• Address Intentional Non-Compliant
Behavior
‒ Im prove Compliance Activit ies

• Coord inate w ith Partners and
Stakeholders
‒ Develop SRFMI
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Drivers of the SRFMI

Init iat ive

• TIGTA Report ( September 2 0 0 5 )
‒ Comm issioner’s comm itment to expand Reverse File Match

• Interest of GAO &  Senate Finance Comm ittee

• Possib le im pact to reduce the Tax Gap and
alig nment w ith Im proving  Voluntary Compliance
Report

• Potential for m any Compliance W ork stream s
‒ Greatest potential exists w ith Non-Filers and
Underreporters

SRFMI Tim eline
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SRFMI d iffers from

other data sources

State tax ag encies are sole sources of unique

data

• Taxpayer self-reports taxab le income and sig ns under

jurat

• Non-Filers are identif ied by state return type

‒ business,  farm , retail,  payroll,  corporation,  etc.

• Underreported business income and g ross sales

transactions are not resident on the Inform ation
Returns Master File ( IRMF)

‒ Rents,  retail sales,  transactions exempt from  Inf.  Reporting

• Case development g enerally quicker than ind irect
methods

Other Unique Features
- Potential Uses

• Includes current state liab ility balance
‒ Identif ies Federal Ind ividual Non-Filer who
f iled &  full-paid w ith state

• Ident if ies business act iv ity on CNC
accounts
‒ Could reactivate to inventory when sales tax
&  w ithhold ing  returns ind icate business
activity

• Includes Corporate &  W ithhold ing  f irst &
last return ind icator
‒ Data could support a closing  of BMF DEL RET
modules after last state return
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Groundwork to facilitate

use of SRFMI data

Counsel Op ines SRFMI Data Can Be

Used “as-is”

‒ State-supp lied Federal AGI or TXI is
suff icient to determ ine def iciency

• use IRP data as source when availab le

‒ Sig ned state return perjury statement
m ay be treated as an adm ission and

reliab le evidence

Ind icators that Ind ividual

Non-Filer Data Proving

Valuab le

Prelim inary Results Field Exam ination

SRFMI Phase 1 All Sources IMF

Related Rtns  5 6 % 3 8 .6 %
Hours/Rtn          7 .5   
1 8 .6

No Change       3 %  1 2 .3 %
Cycle Time               1 4 7              2 1 8
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Ind icators that Ind ividual

Non-Filer Data Proving
Valuab le ( cont. )

Prelim inary Results - ASFR

SRFMI Phase 1 FY 0 7  Prog ram

TP Returns 5 8 .1 %  1 2 %

Default Rate 4 1 .2 %  6 3 %

Recons   7 %  1 7 %

Future SRFMI Vision

• SRFMI Data fully integ rated in the

Service’s W orkload Select ion and

Priorit izat ion workstream s

‒ Secure Compliance results to drive business
decisions

‒ Modify System s and work stream s to further

automate SRFMI

‒ Reduce tax g ap by m aking  inroads w ith non-
compliant business entit ies
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All data to reside on IRMF

Current Status
• TY 0 5  data from  9  states is in-
house
• File Types:

‒ 9  Ind ividual

‒ 4  Corporate

‒ 5  W ithhold ing

‒ 4  Sales

‒ Data is validated and perfected

‒ Data is m aintained by MITS

‒ MITS f inishing  f ilter prog ramm ing
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Current Status ( cont. )

• July ‘0 8 ,  1 5  states w ill deliver 4 1   f iles
‒ 1 1  Ind ividual

‒ 1 0  Corporate

‒ 9  Sales

‒ 7  W ithhold ing

• July ‘0 9  4 5  states w ill deliver 1 2 5  f iles
‒ 3 8  Ind ividual

‒ 3 1  Corporate

‒ 3 0  Sales

‒ 2 6  W ithhold ing

Moving  Forward :
Integrate/institutionalize SRFMI data into
current processes

• Evaluate the utility of the data for
each potential use

• Based on the results,  m odify or
build system ic processes to
automate usag e
‒ Case Creat ion

‒ Case Build ing

‒ Case Scoring

‒ Case Closure
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Continued test ing  is crit ical in

estab lishing  the Service’s

posit ion on SRFMI

• Decisions must be rooted in data

‒ Some test ing  is p lanned for

enforcement act iv ity in FY’0 8

‒ Some test ing  is in a form ative

d iscussion stag e

IRS Business Owners
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Individual Income Tax Non-Filer and Underreporter X

Sales Tax Non-Filer and Underreporter X  

Withholding Tax Non-Filer and Underreporter   X

Corporate Tax Non-Filer and Underreporter X  

Application with Collection AccountsX

Assistance with SRFMI Originating Fraud  X

Exempt Organizations  X

Governmental Entities X
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For More Inform ation

• Take the SRFMI Im plementation Tips
Handout today

• Contact your IRS Governmental
Liaison

• Send inquiries to

dan.c.porter@ irs.g ov

Thank you for supporting  SRFMI


