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s A5 tne error rate Jmfrea ses, the
relative precisiorn gets petter
(srnaller).
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If population (and sarmple) contain r)oJJrJ\/sJ

J rJ#JrJrJ\/A tne point estirnate may ne near
Zero, Wrnereby tne relative r)rjc sion 1s terriple
vet the precision armount can be very good,
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Woring witn 2 JJ Downlozid

Ifa full Jo/\/rJo' d exists, then tne
taxpayer and auc JJror a' cdevelop 2
sarmnpling rr irne wicn excludes poth)
Jb/JDIJ ly taed and onviously exempt
iterns.

= Tne numbper of zeros will likely pe
reduced, and tne relative orecision will pe
irmproved (decreased), o 52
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Developing a Tax Pelavant
Sampling Frarme

1

Festricting the sa mr)JJr 1g frame to tne items of
interest, and limiting the number of zeros that
enter into the sample, is the past apoproacn in
assuring a2 petter (Jower) relative precisior)

Tnis does not introduce 2 pias since the sample
frame Is also restricted to iterms witn a nigner

error rate,

To avold pias, It Is Irmportant to rJe\/elor) 2l
sarnpling frarne that is not rmerely focusad or)
thie discovery of underpayrment errors,
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Improvmg Pre, ision After tne
Pull List is Dravvr

Irawn and tne usage of

iterns nas peer researcred, there are very
s for Irmprovirg precisior

becorngs avident that a poorly
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[rn r)rovmg recision After tne
Pull L t;Drawr

m [tis ]J'J'II)OFEC nt to rememoer that "ne

precision” generally mezns tnat the lower
corificlence lirnit will likely be increased since tne
resulting confidence interval will be narrower

As a result, in FJ’J:‘ case of tax underpayment,
“petter precision” would likely result in a pigner
tel assessrnent if the lower lirmit is used,
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¢ Precision After tne
| List is Draivvr
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s If not already done, orecision can pe improved

o =
~

- detailing tne nigner invoice amounts,
> defining a low dollar cutoff,
o excluding iterns known to nave very low
error retes.
m Intne lz

e lzst two cas
rernove
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- who dogs whnat wory, and
- what iterns are in the sample frame,
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A Possinle Scenario

m After the pull list was drawn :mrl the tay@bility of
2acr) ]'te 1 wals determinead, it was clear tnat 2
utility account dorninated the sarmple,

s rlowever, the only taxanle itern in the utility
account was ororerad natural gas tnat
cornprised z minor portion of the listings,

= Can the utility account be cornpletely rermovead

frorn tne pull list and sampling frarme and
replaced witn additional randornly drawr iterns?
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Avolding Trouple




Avolding Trouple
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One way to avoid tnis situation is for the
tezirn to optain sorme pilot studies during tn
planning pnase whnere @ faw transactions are
testad to see what data is availanle,
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If the field auditors and taxpayers are under
tirne pressure gmd nezdcount reduction,
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