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This reversal reflects the priority we have given to the charitable sector. Although the IRS budget as a whole
increased only one-half percent in FY 2005, the Exempt Organizations budget increased 13. 8 percent, and the
Exempt Organizations exam-ination budget increased 21 percent. In FY 04, we added 70 new agents to conduct
exempt organizations examinations, as well as additional employees to begin implementing our plans for a
more flexible approach to enforcement. This years budget supports additional staffing to continue our plans.
We established two new offices to enhance our ability to identify and re-solve compliance issues. The first, our
new EO Compliance Unit, will help us inter-act with a larger number of exempt organizations by reviewing
Forms 990, cor-responding with organizations to resolve inconsistencies and errors, and conducting
correspondence audits. The second new office, the Financial Investigations Unit, will focus on in-depth analysis
of our most complex and significant cases to identify civil tax issues as well as potential fraud and terrorist-
financing referrals, and will serve as a strike force when we need to move quickly. These units will be aided by
two new groups and additional staffing. The first group is the Data Analysis Unit, established in 2004, which uses
combinations of data to better select cases for examination. A second newly-funded group will iden-tify and
follow up with selected Form 990 filers in the first years of their operations, bridging the gap between what an
applicant...
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