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IMPACT ON TAXPAYERS

The direct contact provisions of Internal
Revenue Code (I.R.C.) Section (8) 7521
generally require IRS personnel to stop a
taxpayer interview whenever a taxpayer
requests consultation with a representative and
prohibits IRS personnel from bypassing a
qualified representative without supervisory
approval if the representative unreasonably
delays the completion of an examination,
collection, or investigation. The fair tax
collection practices of I.R.C. § 6304(a)(2)
prohibit IRS personnel from communicating with
a taxpayer if it is known that the taxpayer has an
authorized representative.

WHY TIGTA DID THE AUDIT

This audit was initiated because TIGTA is
required to annually report on the IRS'’s
compliance with the direct contact provisions of
the I.R.C. For this year’s review, TIGTA
analyzed the extent to which case advocates in
the Taxpayer Advocate Service (TAS) and
examiners in the Tax Exempt and Government
Entities (TE/GE) Division complied with the
direct contact provisions and fair tax collection
practices of the I.R.C. during interactions with
taxpayers or their representatives.

WHAT TIGTA FOUND

The IRS has a number of policies and
procedures to help ensure that taxpayers are
afforded the right to designate an authorized
representative to act on their behalf in a variety
of tax matters. In addition, the IRS has a
process to handle the review and disposition of
taxpayer allegations of direct contact violations.

TIGTA selected statistically valid samples of
case histories to review in TAS and the TE/GE
Division, respectively, and identified six
instances out of 118 cases reviewed in TAS and
five instances out of 96 cases reviewed in the
TE/GE Division in which their respective
employees potentially violated taxpayer rights
per I.R.C. § 7521(c) and bypassed authorized
representatives, without obtaining appropriate
authorization.

TIGTA also identified 36 of 118 TAS cases in
which Taxpayer Bill of Rights and 11 of

96 TE/GE Division cases in which Publication 1,
Your Rights as a Taxpayer, were not provided to
taxpayers to ensure that taxpayers are both
aware of and comprehend their rights as
codified under I.R.C. § 7803(a)(3).

In addition, TAS and TE/GE Division employee
training materials and procedures provided little
to no guidance on their responsibilities with
respect to the direct contact provisions of

I.R.C. 88 7521(b)(2) and (c) to suspend an
interview when the taxpayer wishes to seek
representation and the fair tax collection
practices of |.R.C. § 6304(a)(2).

WHAT TIGTA RECOMMENDED

TIGTA recommended that the National
Taxpayer Advocate and the Commissioner,
TE/GE Division, ensure that group managers
appropriately discuss the cases identified with
the respective employees; develop new
methods and/or adhere to established
procedures to document power of attorney
verification and taxpayer rights; and update
respective Internal Revenue Manuals and
training materials to clarify guidance regarding
taxpayer rights.

The IRS agreed with all of our
recommendations. TAS and the TE/GE Division
agreed to meet with their respective employees
to discuss the cases TIGTA identified and plan
to update their respective guidance in an effort
to better protect taxpayers’ right to
representation.
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MEMORANDUM FOR COMMISSIONER OF INTERNAL REVENUE

FROM: Michael E. McKenney
Deputy Inspector General for Audit

SUBJECT: Final Audit Report — Fiscal Year 2019 Statutory Review of Restrictions
on Directly Contacting Taxpayers (Audit # 201930015)

This report presents the results of our review to determine whether the Internal Revenue Service
(IRS) complied with legal guidelines addressing the direct contact of taxpayers and their
representatives set forth in Internal Revenue Code (I.R.C.) Sections (88) 7521(b)(2) and (c) and
where applicable, the fair tax collection practices set forth in I.R.C. § 6304(a)(2). The Treasury
Inspector General for Tax Administration is annually required to evaluate the IRS’s compliance
with the direct contact provisions.t This audit is included in our Fiscal Year 2019 Annual Audit
Plan and addresses the major management challenge of Protecting Taxpayer Rights.

Management’s complete response to the draft report is included as Appendix VII.

Copies of this report are also being sent to the IRS managers affected by the report
recommendations. If you have any questions, please contact me or Matthew A. Weir, Assistant
Inspector General for Audit (Compliance and Enforcement Operations).

L1.R.C. § 7803(d)(1)(A)(ii).
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Backqground

Taxpayers have a right to representation in matters before the Internal Revenue Service (IRS).!
Internal Revenue Code (I.R.C.) Sections (88) 7521(b)(2) and (c) provide taxpayers the right to
representation during interviews.? The Treasury Inspector General for Tax Administration
(TIGTA) is required to annually assess whether the IRS is protecting taxpayers’ rights to
representation under 1.R.C. 8 7521.° 1.R.C. § 6304(a) also protects taxpayers’ rights to
representation by prohibiting contact of a taxpayer if it knows the taxpayer is represented.*

The effort to determine whether the IRS is complying with 1.R.C. §8§ 7521(b)(2) and (c)
(hereafter referred to as the direct contact provisions) and other provisions of the law protecting
the right to representation is complicated by the fact that the IRS cannot proactively identify IRS
employee violations of this law. TIGTA Office of Investigations receives complaints and
initiates investigations based on those complaints. The Office of Investigations tracks those
complaints and investigations using its Criminal Results Management System.

During Fiscal Year (FY) 2018, the Office of Investigations received 12 new complaints alleging
that IRS employees: bypassed taxpayer representatives and contacted taxpayers directly, and/or
potentially violated the fair tax collection practices. The Office of Investigations evaluates all
complaints and makes a determination as to whether it will initiate an investigation into the
matter or take other appropriate action. In FY 2018, three new investigations were initiated
based on these 12 complaints. Additionally, the Office of Investigations closed

six investigations during the fiscal year (some of which may have been opened in prior years),
and three of these complaints were still pending and being referred to the IRS for further
actions/responses.

To designate power of attorney (POA) authority to a representative, a taxpayer files Form 2848,
Power of Attorney and Declaration of Representative, with the IRS. Once received and

11.R.C. 88 7803(b)(3)(1), 7521(b)(2), and 6304(a)(2). See Appendix VI for a glossary of terms.

2 |.R.C. § 7521(b)(2) provides: If the taxpayer clearly states to an officer or employee of the Internal Revenue
Service at any time during any interview (other than an interview initiated by an administrative summons issued
under subchapter A of chapter 78) that the taxpayer wishes to consult with an attorney, certified public accountant,
enrolled agent, enrolled actuary, or any other person permitted to represent the taxpayer before the Internal
Revenue Service, such officer or employee shall suspend such interview regardless of whether the taxpayer may
have answered one or more questions.

3 1.R.C. § 7803(d)(1)(A)(ii).

41.R.C. § 6304(a)(2) provides: If the Secretary knows the taxpayer is represented by any person authorized

to practice before the Internal Revenue Service with respect to such unpaid tax and has knowledge of, or can
readily ascertain, such person’s name and address, unless such person fails to respond within a reasonable
period of time to a communication from the Secretary or unless such person consents to direct

communication with the taxpayer.
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validated, the IRS records the representative’s authorization in its Centralized Authorization File,
a computerized system of records that houses authorization information from both the POAs and
tax information authorizations. This file is linked to other IRS applications and is used by many
IRS functions to determine when a taxpayer is working with an authorized representative.

Identifying the authorized representative during audit or collection activities is critical for IRS
personnel because 1.R.C. § 6103 prohibits disclosure of tax return information to third parties
unless the taxpayer has authorized the IRS to make the disclosure. In addition, the direct contact
provisions of 1.R.C. § 7521 enacted on November 10, 1988, as part of the Omnibus Taxpayer
Bill of Rights created a number of safeguards to protect the rights of taxpayers interviewed by
IRS employees as part of a tax examination or collection action.® Specifically, IRS employees
are required to:

e Stop the interview (unless initiated by an administrative summons) whenever a taxpayer
requests to consult with a representative, i.e., any person, such as an accountant or
attorney, who is permitted to represent taxpayers before the IRS.

e Obtain their immediate supervisor’s approval to contact the taxpayer instead of the
representative if the representative unreasonably delays the completion of an
examination, collection, or investigation.

The Senate Committee on Finance conducted numerous hearings in Calendar Years 1997 and
1998 addressing the rights of taxpayers. Several witnesses provided statements regarding abuses
of taxpayer rights by IRS employees, including incidents in which employees failed to observe
the taxpayers’ right to representation. Shortly after these hearings, the IRS Restructuring and
Reform Act of 1998 was enacted into law, which directed the IRS to revise Publication 1, Your
Rights as a Taxpayer, to better inform taxpayers of these rights.® In addition, this Act added
I.R.C. § 7803(d)(1)(A)(ii), which requires TIGTA to annually evaluate the IRS’s compliance
with the direct contact provisions. TIGTA has previously performed 20 annual reviews to meet
this requirement. Appendix IV lists the five most recent audit reports related to this statutory
review.

This review was performed with information obtained from the offices of the National Taxpayer
Advocate; the Commissioner, Tax Exempt and Government Entities (TE/GE) Division; in
Washington, D.C., and various Taxpayer Advocate Service (TAS) and TE/GE Division field
personnel, during the period November 2018 through June 2019. We conducted this
performance audit in accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objective. We

5> Pub. L. No. 100-647, 102 Stat. 3730 (1988) (codified as amended in scattered sections of 5 U.S.C. and 26 U.S.C.).
6 Pub. L. No. 105-206, 112 Stat. 685 (codified as amended in scattered sections of 2 U.S.C., 5 U.S.C. app., 16
UsS.C,19US.C,22U.8.C,23U.S.C, 26 U.S.C,,31U.S.C,38U.S.C., and 49 U.S.C.). Also, see Appendix V
for Publication 1.
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believe that the evidence obtained provides a reasonable basis for our findings and conclusions
based on our audit objective. Detailed information on our audit objective, scope, and
methodology is presented in Appendix I. Major contributors to the report are listed in

Appendix II.
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Results of Review

The Internal Revenue Service Has a Process to Handle the Review
and Disposition of Taxpayer Allegations of Direct Contact Violations

IRS management cannot track situations in which a taxpayer is denied the right to appropriate
representation unless the taxpayer or his or her representative files a complaint with the IRS,
TIGTA, TAS, or his or her congressional Representative or Senator. The IRS has not put a
system in place to systemically track violations of the direct contact provisions and does not plan
to implement a system. However, the IRS has a process to ensure that reported allegations of
direct contact violations are reviewed to determine if there was any employee misconduct.

The IRS Employee Conduct and Compliance office receives, processes, and tracks all complaint
referrals, e.g., allegations not investigated by TIGTA, as well as reports of investigation that
TIGTA forwards to the IRS. According to the IRS, the Employee Conduct and Compliance
office is responsible for ensuring that IRS management addresses the complaint referrals to
determine their proper disposition. It also tracks the disposition of TIGTA complaint referrals.
These complaint referrals are assigned, tracked, and recorded on the Employee Issues Branch
E-trak database.

During our review, we requested a report of FY 2018 complaint referrals that the Employee
Conduct and Compliance office maintained on the E-trak database. We reviewed these cases
and determined that the Employee Conduct and Compliance Office closed three cases in which
there were allegations of possible direct contact violations. We reviewed the details of the closed
cases, and we agree with the final disposition and disciplinary actions taken on each case.

For those complaint referrals in which there is action taken by IRS management, the dispositions
of the complaint referrals (including any disciplinary actions for substantiated allegations)

are entered into the Automated Labor and Employee Relations Tracking System to ensure

the maintenance of historic records of employee misconduct. The use of this system also

helps ensure consistency in recording employee misconduct and disciplinary actions,

e.g., admonishment letters, employee suspensions, and employee removals.

The Internal Revenue Service Needs to Take Action to Ensure That
Taxpavyers Rights to Representation Are Protected

Congress mandates that TIGTA report annually regarding IRS compliance with the direct contact
provisions. Reviewing the existing controls is required to ensure that the risk of violating
taxpayer rights is mitigated. TAS and TE/GE Division employees record actions and decisions
taken on cases within the Taxpayer Advocate Management Information System (TAMIS) and
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the Reporting Compliance Case Management System (RCCMS), respectively.” To determine
how well TAS employees (case advocates) and TE/GE Division employees (examiners) are
complying with the direct contact provisions and fair tax collection practices of the I.R.C., we:

e Obtained a download of 201,432 unique cases from the TAMIS closed between
October 1, 2017, and September 30, 2018, that involved interactions with a taxpayer
and/or the taxpayer’s representative(s). We selected a statistically valid stratified sample
of 118 cases from a population of 201,432 unique cases closed by case advocates during
FY 2018.2

e Obtained a download of 26,523 unique cases from the RCCMS closed between
October 1, 2017, and September 30, 2018, that involved interactions with a taxpayer
and/or the taxpayer’s representative(s). We selected a statistically valid sample of
96 TE/GE Division cases from a population of 26,523 unique cases closed by examiners
during FY 2018.°

We reviewed the case history narratives from the TAMIS and the RCCMS, respectively, for
these sampled cases and determined that case advocates and examiners working these cases
generally adhered to procedures that help ensure compliance with the direct contact provisions of
I.R.C. § 7521(b)(2) and fair tax collection practices of I.R.C. § 6304(a)(2). However, in our
review of both TAS and TE/GE Division sampled cases, we found instances of potential
violations with bypass procedures of I.R.C. § 7521(c) discussed later in this report.

I.R.C. § 7521(b)(2) provides taxpayers the right to representation during interviews and requires
IRS employees to stop an interview whenever a taxpayer requests to consult with a
representative. While 1.R.C. 8 7521(c) requires IRS employees to obtain their immediate
supervisor’s approval to contact the taxpayer instead of the representative if the representative
unreasonably delays the completion of an examination, collection, or investigation. In collection
matters and in circumstances in which the taxpayer has obtained authorized representation,
I.R.C. § 6304(a)(2) affords the taxpayer protection against harassment and abuse by the IRS by
prohibiting the IRS from contacting the taxpayer directly unless by court order or consent by the
authorized representative to direct communication with the taxpayer.

" TE/GE Division employees also use the Tax Exempt Determination System, the Employee Plans and Exempt
Organization Determination System, and the Employee Plans Compliance Resolution System to record actions and
decisions on determination and voluntary compliance cases. These systems were excluded from this year’s review.
8 Our sampling plan was based on a 95 percent confidence interval, a + 5 percent precision, and a 5 percent expected
error rate in the without POA group and a 35 percent error rate in the with POA group.

® For the TE/GE Division, our sampling plan was based on a 95 percent confidence interval, a + 5 percent precision,
and a 5 percent expected error rate.

Page 5



Fiscal Year 2019 Statutory Review of
Restrictions on Directly Contacting Taxpayers

=
=
=
=
=
o~
<
=

A S
UL FORTS

TAS can take additional steps to ensure that case advocates are protecting
taxpayers’ right to representation

In our review of the case history narratives from the TAMIS, we did not find any evidence in six
of the 118 case files reviewed that case advocates secured managerial approval to bypass an
authorized representative and deal with the taxpayer directly, nor provide any notification to the
POA on file of such a bypass. Specifically, for the six cases, case advocates improperly
contacted the taxpayers directly when there was a valid POA on file or a Form 2848 was sent
directly to TAS. We found that case advocates attempted to contact the taxpayers directly by
telephone instead of contacting the authorized representative as listed in the TAMIS or in the
Integrated Data Retrieval System. Based on case reviews, there was no evidence indicating the
POA was delaying the process or that the case advocate obtained the respective manager’s
approval to contact the taxpayer and bypass the POA on file. Additionally, TAS Quality Review
Program management identified similar findings in their FY 2018 report, in which they reported
49 instances out of 930 reviews in which the authorized POA was not contacted.

Management Action: On January 9, 2017, TAS issued Question Resolution Information
System (QRIS) 10795, Communicating with the Taxpayer When Form 2848 is on File with the
IRS, to clarify employees’ responsibilities pertaining to representation and authorization, and
requested managers to review QRIS responses during a group meeting to remind employees of
their responsibilities when taxpayers have a POA.*°

When we discussed the six cases with TAS management, they only agreed that the case
advocates did not properly document their discussions with taxpayers regarding the POA on file,
as directed in their Internal Revenue Manual (IRM).* They disagreed with the potential
violations on the basis that this IRM allows case advocates to make the initial contact with the
taxpayer to ask whether the POA will be involved in the resolution of the case or if the taxpayer
intends to revoke the POA’s authorization, and then document this discussion in the TAMIS.
The same IRM instructs case advocates, during this contact, to inform the taxpayer of the
requirement to contact the POA unless the taxpayer revokes or the POA withdraws the
authorization.

However, this position directly circumvents the requirement for managerial authorization which
per I.R.C. § 7521(c) requires IRS employees to obtain their immediate supervisor’s approval to
contact the taxpayer instead of the representative if the representative unreasonably delays the
completion of an examination, collection, or investigation. When TAS employees do not follow
appropriate bypass procedures, TAS not only violates taxpayers’ rights to receive appropriate
and effective representation, but they may also negatively affect the outcome of these cases in
which taxpayers may not otherwise make an informed decision. The IRM is the primary source

10 The QRIS is for all case advocates with a question pertaining to casework that requires additional explanation.
The responses in this library provide clarity but do not supersede IRM guidance.
111RM 13.1.18.3(8) (May 5, 2016).
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of the IRS’s “instructions to staff” that relates to the administration and operation of tax
administration. The IRM ensures that employees have the approved policy and guidance that
they need to carry out their responsibilities to administer tax laws or other agency obligations.
IRM content must be accurate and reliable to ensure consistent administration of the tax laws.
Through the IRM, the IRS fulfills certain legal obligations.

The TE/GE Division can take additional steps to ensure that examiners are
protecting taxpayers’ right to representation

In our review of the case activity records from the RCCMS and/or physical case files, we found
five instances out of 96 case files in which examiners potentially violated taxpayers’ right to
representation per I.R.C. 8 7521(c) and bypassed authorized representatives, without obtaining
appropriate authorization. Specifically, for the five cases, examiners directly contacted taxpayers
when there was a valid POA on file either in the RCCMS or in the Integrated Data Retrieval
System, or a Form 2848 was sent directly to the TE/GE Division. For each of these cases, there
was no evidence indicating the POA was delaying the process or that the examiner contacted the
manager for approval to contact the taxpayer as required under the bypass provisions of

I.R.C. 8 7521(c). Further, there was also no indication of TE/GE Division manager
acknowledgement authorizing the bypass of authorized representatives during the case closure
process.

The TE/GE Division’s IRM does include some POA bypass procedures by business units. For
example:

e Examiners in the Employee Plans business unit are instructed to consult their group
manager before making a referral as they must perform POA bypass procedures. Their
IRM provides detailed instructions for the examiner to follow if the representative
impedes or delays an examination.*?

e Examiners in the Exempt Organizations business unit are instructed to consult with their
group manager, if after the POA fails twice to provide the requested documents, before
making a referral to perform POA bypass procedures.*?

When we discussed the five cases with TE/GE Division management, they agreed in general that
in all five cases, the taxpayers were contacted directly when the taxpayer had representation.
The IRM ensures that employees have the approved policy and guidance that they need to carry
out their responsibilities in administering tax laws, including bypass provisions of

I.R.C. § 7521(c). When TE/GE Division employees do not follow their IRM or management
does not take action on quality review results, taxpayer rights could potentially be violated.

12 |RM 4.71.1.9.1.1 (May 12, 2017).
13 |RM 4.75.11.19 (Jan. 18, 2017).
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TE/GE Division examiners documentation of Publication 1 rights needs
improvement

The TE/GE Division IRM specifically requires its examiners to provide taxpayers a copy of
Publication 1 prior to a scheduled interview and to mention Publication 1 again during the initial
contact interviews with the taxpayer or their representative.* We reviewed the sampled TE/GE
Division cases to determine whether these actions were documented in case files. We found
instances in which the examiners did not consistently follow IRM guidelines. We determined
that:

e In 11 (11.5 percent) of 96 cases reviewed, examiners did not provide taxpayers
Publication 1 prior to their scheduled interview nor discuss Publication 1 during initial
contact interviews.

When we discussed the 11 cases with TE/GE Division management, they agreed in general that
the examiners did not provide taxpayers with Publication 1 during the initial contact interviews
or prior to the scheduled interview with the taxpayer. A review of the Tax Exempt Quality
Measurement System staff for Exempt Organizations and Employee Plans business units showed
similar findings in which they identified the following in their FY 2018 report:

e For the Exempt Organizations business unit, 56 (14.7 percent) of 380 reviews found that
taxpayer or representative rights were not always observed and protected.

e For the Employee Plans business unit, 170 (55.6 percent) of 306 reviews found that
taxpayer or representative rights were not always observed and protected.

We did not find management actions taken on the quality review findings. The IRS uses
Publication 1 as the main document to inform taxpayers of their rights and to explain the audit,
collection, appeals, and refund processes. Publication 1 also includes a contact number for
TIGTA, for which suspected violations of the direct contact provisions and other potential
misconduct or abuse by IRS personnel can be reported. Furthermore, the Taxpayer Bill of Rights
as published in Publication 1 is also codified under I.R.C. 8 7803(a)(3). Taxpayers would be
better informed of their rights during interviews if examiners are mindful in safeguarding those
rights afforded to taxpayers.

TAS case advocates should consistently document taxpayer rights and taxpayers
understanding of those rights

The TAS IRM does not require its case advocates to provide the Taxpayer Bill of Rights as
published in Publication 1 prior to a scheduled interview nor to mention Publication 1 during any
contact with the taxpayer or their representative.’> We reviewed the case history narratives for

1%1RM 4.71.1.7 (6) (May 12, 2017); IRM 4.71.1.12(8) (May 12, 2017); IRM 4.75.11.3(4) (Jan. 18, 2017);
IRM 4.75.10.8(3) (Aug. 3, 2017); IRM 4.86.5.15.3(1) (Sep. 15, 2015). See Appendix V for Publication 1.
15 IRM Part 13 Taxpayer Advocate Service. See Appendix V for Publication 1.
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the sampled TAS cases and found instances in which case advocates did not provide taxpayers
their Taxpayer Bill of Rights as outlined in Publication 1.%¢ We determined that:

e In 36 (30.5 percent) of 118 TAS case reviewed, case advocates did not document in their
case history narratives that the Taxpayer Bill of Rights were provided to taxpayers.

0 22 of the 36 cases met TAS criteria for economic burden. Economic burden cases
involve a financial difficulty to the taxpayer.

0 14 of the 36 cases met TAS criteria for systemic burden. Systemic burden cases are
those cases in which an IRS process, system, or procedure has failed to operate as
intended resulting in the IRS’s failure to respond to or resolve the taxpayer’s issue.*®

When we discussed the 36 cases with TAS management, they disagreed that TAS should provide
Publication 1 or discuss taxpayer rights at the point of initial contact of the case advocate’s case
work. TAS’s position is that its primary responsibility is to advocate for the taxpayer, not to
spend the time to explain taxpayer rights at every initial taxpayer contact. TAS will provide any
relevant information when warranted, including any potential consequences or adverse action
that non-action by the taxpayer would cause. However, TAS management stated that it does
agree that the case advocates could better document their actions to provide or discuss
Publication 1 or the Taxpayer Bill of Rights during case processing. TIGTA believes that
taxpayers should be informed of their rights and most importantly understand them and any
potential consequence. TAS should not wait until the end to make a decision based on the
outcome of a case to decide to inform a taxpayer.

TIGTA found that TAS does not have established guidelines in place to communicate with
taxpayers and ensure their understanding of their taxpayer rights as published in Publication 1
and as codified under I.R.C. § 7803(a)(3), which also covers the direct contact provision rights as
outlined under 1.R.C. 88 7521(b)(2) and (c) and the fair tax collection practices of

I.R.C. § 6304(a)(2). Furthermore, TAS management confirmed that case advocates are not
required to provide Publication 1 and that there is no existing guidance in place to require
Publication 1 as an enclosure in its letters. In its advance notice related to the IRM, TAS’s
position is reinforced stating, ““Since the IRS includes Publication 1 with the first Master File
(MF), Delinguent Return (Del Ret) or Non Master File (NMF) notice, the taxpayer has received

16 We also considered instances in which Publication 5170, Taxpayer Bill of Rights (Brochure), was provided to
taxpayers, similar to Publication 1.

7IRM 13.1.7.2(2) (Feb. 5, 2016). The taxpayer is experiencing economic harm or is about to suffer economic
harm, is facing an immediate threat of adverse action, will incur significant costs if relief is not granted, or will
suffer irreparable injury or long-term adverse impact if relief is not granted.

18 |RM 13.1.7.2.2 (Feb. 5, 2016). The taxpayer has experienced a delay of more than 30 days to resolve a tax
account problem; has not received a response or resolution to the problem or inquiry by the date promised; or a
system or procedure has failed to operate as intended, or failed to resolve the taxpayer’s problem or dispute with the
IRS.
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notification, in most cases.””*® In our TAS case reviews, we found that some case advocates
documented that they provided Publication 1 to taxpayers. As previously stated, the IRS uses
Publication 1 as the main document to inform taxpayers of their rights and to explain the audit,
collection, appeals, and refund processes. In addition, Publication 1 includes a contact number
for TIGTA, in which suspected violations of the direct contact provisions and other potential
misconduct or abuse by IRS personnel can be reported.

TIGTA disagrees with TAS’s position and believes that TAS should ensure that taxpayers
thoroughly comprehend their rights and potential consequences specific to their case. In doing
so, taxpayers would be better informed of their rights, including the right to quality service from
TAS. Informing and ensuring that taxpayers comprehend their rights will not only ensure
compliance by TAS employees with the direct contact provisions, but also support taxpayers in
making an informed decision pertaining to their individual circumstance and avoid the potential
perception of TAS inadvertently violating taxpayers’ rights.

Recommendations

Recommendation 1: The National Taxpayer Advocate and the Commissioner, TE/GE
Division, should ensure that their respective group managers appropriately discuss the cases
TIGTA identified with the respective employees.

Management’s Response: IRS management agreed with this recommendation.
TAS and the TE/GE Division will ensure that their respective group managers meet with
their respective employees to discuss the cases TIGTA identified in an effort to better
protect taxpayers’ right to representation.

Recommendation 2: The Commissioner, TE/GE Division, should reemphasize the
importance of its examiners following established guidelines and procedures on taxpayer
representation rights, including enclosure of Publication 1 in correspondence and discussing
rights during the initial taxpayer interview process.

Management’s Response: IRS management agreed with this recommendation. The
TE/GE Division will highlight and reemphasize established guidelines and procedures on
taxpayer representation rights, including enclosure of Publication 1 in correspondence
and discussing rights during the initial taxpayer interview process.

Recommendation 3: The National Taxpayer Advocate should develop procedures for case
advocates so that they consistently document how taxpayer rights should be discussed, whether
via related publications such as Publication 1 or through other means, and to confirm a
taxpayer’s understanding of their rights.

191RM 13.1.2.4.1 (Mar. 16, 2012).
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Management’s Response: IRS management agreed with this recommendation.
TAS will develop guidance to clarify the procedures case advocates should follow when
making initial and subsequent contact with a taxpayer.

The Taxpayer Advocate Service and Tax Exempt and Government
Entities Division Training Materials and Internal Revenue Manual Lack
Adequate Direct Contact Provision Guidance

Our review of TAS and TE/GE Division training materials found limited training and/or
inconsistencies in how materials address the direct contact provisions of I.R.C. 8§ 7521(b)(2)
and (c) and the fair tax collection practices of 1.R.C. 8 6304(a)(2).

Control activities are the actions management establishes through policies and procedures to
achieve objectives and respond to risks in the internal control system, which includes the entity’s
information system. Management of human capital is one control activity identified in the
Government Accountability Office Standards for Internal Control in the Federal Government.2
Effective management of an entity’s workforce, its human capital, is essential to achieving
results and an important part of internal control. Only when the right personnel for the job are on
board and are provided the right training, tools, structure, incentives, and responsibilities is
operational success possible. Management continually assesses the knowledge, skills, and ability
needs of the entity so that the entity is able to obtain a workforce that has the required
knowledge, skills, and abilities to achieve organizational goals. Training is aimed at developing
and retaining employee knowledge, skills, and abilities to meet changing organizational needs.

Taxpayers depend on IRS employees to protect their rights and enact the laws, as written in the
I.R.C. IRS employees require continuing education in order to fulfill their duties and gain the
knowledge to complete their work in a manner which protects the taxpayer’s rights. If
employees do not receive adequate training on the direct contact provisions and fair tax
collection practices, they may not retain an understanding of all the requirements pertaining to
the law, which could threaten taxpayer rights.

TAS training materials do not provide case advocates adequate training on direct
contact provisions

Our review of TAS training materials identified limited training opportunities available to TAS
employees related to the direct contact provisions. The training materials were limited to new
hires with no new updates for existing employees. Additionally, the training materials provided
to TAS employees were aimed at recognizing whether other IRS business operating divisions
protected taxpayer rights, including but not limited to Publication 1, POA consultation and
representation, as well as bypass of the authorized representatives. TAS training modules did not

20 Government Accountability Office, GAO-14-704G, Standards for Internal Control pp. 44 and 46
(September 2014).
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provide TAS employees guidance to suspend an interview when the taxpayer wishes to seek
representation. During our interview sessions with TAS employees, when asked if they had any
suggestions for improving the direct contact guidance, some stated that they would like to
receive annual refresher course training and IRM guidance specifically related to the direct
contact provisions.?

Based on our review of IRM Part 13, Taxpayer Advocate Service, TAS does not have written
guidance for case advocates and limited guidance for managers on their responsibilities
regarding suspension of an interview when the taxpayer wishes to seek representation, as well as
on bypass procedures when an authorized representative is responsible for unreasonable delay or
hindrance of a taxpayer’s examination or investigation. In response to a prior TIGTA audit, TAS
recently published a new IRM on Taxpayer Advocate Case Procedures.?? While the IRM
addresses taxpayer bypass procedures under 1.R.C. § 7521(c), TAS IRMs reviewed do not
address a taxpayer’s right to request representation nor do they address the fair tax collection
practices under 1.R.C. 8§ 6304(a)(2) that require the IRS to contact an authorized representative
directly, for which the taxpayer has made that election, related to collection matters. Further,
TAS has not issued any new updates related to the Interim Guidance Memao or developed any
additional training modules to address various scenarios related to authorized representatives
legislation as covered under I.R.C. 8§88 7521(b)(2) and (c) and I.R.C. 8 6304(a)(2).

TE/GE Division training materials do not provide examiners adegquate training on
direct contact provisions

Our review found that TE/GE Division training materials lacked consistency across TE/GE
Division business units. We reviewed available training materials for the following TE/GE
Division business units: Exempt Organizations; Tax Exempt Bonds; and Federal, State and
Local Governments. Current TE/GE Division training materials do not uniformly address
I.R.C. 88 7521(b)(2) and (c). For example, training materials for the Exempt Organizations
business unit Examination function provide guidance on I.R.C. 88 7521(b)(2) and (c), and
training materials for the Federal, State and Local Governments business unit only provide
guidance on I.R.C. § 7521(b)(2). In addition, the TE/GE Division did not provide any training
material for the Employee Plans business unit or the Indian Tribal Governments office. TE/GE
Division management is unaware of any training materials pertaining specifically to the direct
contact provisions, including Saba or Enterprise Learning Management System courses. Nor did
we observe any references to, or guidance for, the fair tax collection practices under

I.R.C. § 6304(a)(2) in the current training materials provided by the TE/GE Division. During

2L We selected a judgmental sample of 20 TAS employees to interview from the current list of TAS employees to
determine their knowledge of the direct contact provisions of 1.R.C. 88 7521(b)(2) and (c) and the fair tax collection
practices set forth in I.R.C. § 6304(2)(2). A judgmental sample is a nonprobability sample, the results of which
cannot be used to project to the population.

22 TIGTA, Ref. No. 2014-10-033, The Taxpayer Advocate Service Can Improve the Processing of Systemic Burden
Cases (June 2014). IRM 13.1.23 (June 26, 2019).
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our interview sessions with TE/GE Division employees, when asked if they had any suggestions
for improving the direct contact guidance, some stated that they would like to receive annual
refresher course training and IRM guidance specifically related to the direct contact provisions.

In our review of TE/GE Division IRM provisions, we found that, in general, management
provides guidance which addresses and reminds employees of taxpayer rights pertaining to the
direct contact provisions of 1.R.C. 8§ 7521(b)(2) and (c). However, we did not identify IRM
guidance to Indian Tribal Governments office examination employees addressing the direct
contact provisions of I.R.C. 8§ 7521(b)(2) and (c).* TE/GE Division management could
ensure that taxpayer rights are protected by providing consistent IRM guidance regarding
I.R.C. 88 7521(b)(2) and (c) to all employees. Also, the TE/GE Division does not have any
specific guidance on the direct contact provisions for front-line managers.

Until TAS and TE/GE Division management provide consistent and uniform training regarding
taxpayer rights under the direct contact provisions of 1.R.C. 88 7521(b)(2) and (c) and the fair tax
collection practices under 1.R.C. § 6304(a)(2), IRS managers and employees could potentially
violate taxpayer rights.?

Recommendations

Recommendation 4: The National Taxpayer Advocate should update TAS’s guidance to
employees that clarifies the applicability of 1.R.C. 88 7521(b)(2) and (c) and I.R.C. 8 6304(a)(2),
and develop training materials, specific to their casework, to emphasize the importance of
protecting taxpayers’ right to representation, and designate to whom group managers should
report cases with potential violations.

Management’s Response: IRS management agreed with this recommendation.

TAS will update case advocate guidance to clarify the applicability of I.R.C.

88 7521(b)(2) and (c) and I.R.C. § 6304(a)(2) so that such guidance emphasizes the
importance of protecting taxpayers’ right to representation and designates to whom group
managers should report cases with potential violations.

Recommendation 5: The Commissioner, TE/GE Division, should update guidance to
employees that clarifies the applicability of I.R.C. §8 7521(b)(2) and (c) and develop training

23 We selected a judgmental sample of 20 TE/GE Division employees to interview from the current list of TE/GE
Division employees to determine their knowledge of the direct contact provisions of I.R.C. §8 7521(b)(2) and (c)
and the fair tax collection practices set forth in 1.R.C. § 6304(2)(2). A judgmental sample is a nonprobability
sample, the results of which cannot be used to project to the population.

2 While Indian Tribal Government office issued IRM 4.86.5.11.1 (Mar. 28, 2019) with instructions on the bypass
provisions of I.R.C. § 7521(c), TIGTA’s review found that it does not provide guidance on I.R.C. § 7521(b)(2),
which provide taxpayers the right to representation during interviews. Additionally, the IRM was published after
the scope of our FY 2018 review.

% According to TE/GE Division executives, its examiners do not perform collection actions and therefore

I.R.C. § 6304(a)(2) does not apply.
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materials, specific to their casework, to emphasize the importance of protecting taxpayers’ right
to representation, and designate to whom group managers should report cases with potential
violations.
Management’s Response: IRS management agreed with this recommendation.
The TE/GE Division will update guidance that clarifies the applicability of I.R.C.
88§ 7521(b)(2) and (c) and develop training materials specific to TE/GE Division
casework. Such guidance shall emphasize the importance of protecting taxpayers’ right
to representation and designate to whom group managers should report cases with

potential violations.
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Appendix |

Detailed Objective, Scope, and Methodology

The overall objective of this review was to determine whether TAS and the TE/GE Division
complied with legal guidelines addressing the direct contact of taxpayers and their
representatives set forth in 1.R.C. 8§ 7521(b)(2) and (c) and where applicable, the fair tax
collection practices set forth in I.R.C. § 6304(a)(2).* To accomplish this objective, we:

Determined the procedures and controls the IRS uses to ensure that employees are following
the direct contact provisions and fair tax collection practices.

A.

Contacted IRS officials in TAS and the TE/GE Division to determine if a system has
been developed or is planned to identify those cases in which taxpayers have requested
consultation with a representative or in which an IRS employee bypassed a representative
and directly contacted the taxpayer.

Conducted searches on the IRS intranet and contacted IRS officials to identify any
guidance provided to employees to help them meet the direct contact provisions and

the fair tax collection practices and to group managers to help them provide oversight

of their employees’ compliance with the direct contact provisions set forth in I.R.C.

88 7521(b)(2) and (c), and the fair tax collection practices set forth in I.R.C. § 6304(a)(2).

Reviewed the IRS’s IRMs and contacted IRS officials to identify how the IRS informs
taxpayers of the IRS’s prohibition on directly contacting taxpayers when a representative
has been requested.

Reviewed prior TIGTA and Joint Audit Management Enterprise System reports for
FYs 2014 through 2018 direct contact reviews to identify any prior recommendations and
the IRS’s Planned Corrective Actions.

Evaluated available TAS and TE/GE Division business results reports for FYs 2017 and
2018, including Business Performance Reviews, Tax Exempt Quality Measurement
System, and Quality Review Database annual report, ad-hoc reports, etc. to determine
whether the reports addressed the direct contact provisions of the I.R.C. and the extent to
which they consider taxpayer rights.

1. Reviewed the quality review process using the results of the Tax Exempt Quality
Measurement System and Quality Review Database reports and conducted telephone
interviews with the quality review staff who conducts TE/GE Division and TAS
closed case reviews to determine the quality review process and to gain an

! See Appendix VI for a glossary of terms.
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understanding of the causes and errors related specifically to the direct contact
provisions.

Il. Determined how well the IRS is ensuring that taxpayer rights, under the direct contact
provisions and fair tax collection practices of the I.R.C., are protected during TAS case
reviews and TE/GE Division examinations by doing the following:

A. Selected a judgmental sample of 20 TAS and 20 TE/GE Division employees to interview
based from current list of employees.?

B. Conducted telephone interviews with the employees identified in Step 11.A. to determine
their knowledge of the direct contact provisions of 1.R.C. 8§ 7521(b)(2) and (c) and the
fair tax collection practices set forth in I.R.C. § 6304(a)(2).

C. Reviewed TAS and TE/GE Division closed cases using the TAMIS and the RCCMS,
respectively, for history action that included interactions with a taxpayer and/or the
respective taxpayer’s representatives between October 1, 2017, and September 30, 2018,
to determine whether TAS and TE/GE Division employees were complying with the
direct contact provisions and the fair tax collection practices of the 1.R.C. For the TE/GE
Division, we looked at the case chronology (Form 5464, Case Chronology Record, and
Form 9984, Examining Officer’s Activity Record) and other contemporaneous TE/GE
Division documentation.

1. Obtained a statistical data extract download of the total number of closed cases for
FY 2018 from the TE/GE Division’s RCCMS of all closed cases worked by the
TE/GE Division Examination function closed between October 1, 2017, and
September 30, 2018, resulting in a download of 26,523 unique cases. For TAS, we
obtained a download of 201,432 unique cases from the TAMIS.

2. Through analysis of TAMIS and RCCMS data files, worked with TIGTA’s
contracted statistician to develop a sampling plan to select a stratified valid random
sample of closed cases from the total population of closed cases based on a 95 percent
confidence level, a 5 percent anticipated error rate, and a £ 5 percent precision for the
TE/GE Division, and for TAS, our sampling plan was based on a 95 percent
confidence level, a 35 percent anticipated error rate, and a = 5 percent precision in the
with POA group and a 5 percent error rate in the without POA group. We doubled
the number of cases selected to ensure that we have additional cases available if we
determined a need to expand the sample size.

a. For TAS, stratified the population by two strata. The first subpopulation
contained 30,145 taxpayer cases with an indicator reflecting they had a valid POA
on file, and the second subpopulation contained 171,287 taxpayer cases with an
indicator reflecting no POA on file. With assistance from TIGTA’s statistician,

2 A judgmental sample is a nonprobability sample, the results of which cannot be used to project to the population.
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we selected a stratified statistical sample size of 18 cases from the subpopulation
with a valid POA on file and 100 cases from the subpopulation with no POA on
file for review.

b. For the TE/GE Division, identified the total population size of closing record
count of 28,203. We then removed the following records in the
“TIN_validity_description” field from our count to arrive at 26,684 filtered
records count:

e 2invalid Taxpayer Identification Numbers.

e 4 Taxpayer Identification Numbers with 999999999.

e 7 Taxpayer Identification Numbers with 000000000.

e 82 blank Taxpayer Identification Numbers.

e 1,424 surveyed disposal codes containing 907, 910, and 913.

We then analyzed the data using a combination of TIN, TXPD, and Activity ID
to determine the population size of 26,523 unique cases. With assistance from
TIGTA'’s statistician, we selected a stratified statistical sample size of 96 cases for
review.

3. Used the SAS Enterprise Guide or Excel to select a sample of closed cases from TAS
and the TE/GE Division, respectively, from the populations identified in Step 11.C.2.

4. Reviewed the sampled case file case history narratives pulled in Step 11.C.3. to
determine whether TAS and TE/GE Division employees were complying with the
direct contact provisions of 1.R.C. 88 7521(b)(2) and (c) and the fair tax collection
practices set forth in I.R.C. § 6304(a)(2).

a. Ordered the respective physical case files from TAS and the TE/GE Division for
those cases in which the history narratives contained language that appeared to
violate the direct contact provisions or fair tax collection practices set forth in the
I.R.C.

b. Reviewed the case activity records to determine whether the taxpayers were
notified of their rights to representation by Publication 1, Your Rights as a
Taxpayer, or other means.

D. Quantified the case review results and potential outcomes, discussed the findings with
TAS and TE/GE Division management, and obtained their feedback on potential
violations identified through our case reviews.

E. Contacted TAS officials to identify any taxpayer complaints resulting from potential IRS
employee direct contact violations and determined whether changes have been made or
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are planned to be made to the TAMIS to start tracking taxpayer complaints related to
potential IRS employee direct contact violations.

I11. Contacted officials in the IRS Employee Conduct and Compliance Office to identify any
taxpayer complaints resulting from potential IRS employee direct contact violations.

1. Obtained and reviewed any direct contact complaints recorded on the E-trak system
during FY 2018, and identified and documented the resolution or current status of the
complaints and the number of taxpayers involved.

IV. Reviewed the direct contact complaints and investigations closed by TIGTA’s Office of
Investigations in FY 2018 and tracked on the Criminal Results Management System.

V. Reviewed TAS and TE/GE Division training materials and conducted interviews with TAS
and TE/GE Division employees and managers to determine whether TAS and the
TE/GE Division provided training/learning opportunities that adequately address the direct
contact provisions of 1.R.C. 8§ 7521(b)(2) and (c) and the fair tax collection practices of
I.R.C. § 6304(a)(2), and whether TAS and TE/GE Division employees have a general
understanding of these requirements.

Data validation methodology

We assessed the reliability of TAMIS and RCCMS case history files by: 1) performing
electronic testing of required data elements, 2) reviewing existing information about the data and
the system that produced them, and 3) comparing data elements from a judgmental sample of

15 sampled taxpayer accounts against data in the physical case files to ensure the accuracy of the
data from the TAMIS and the RCCMS. We determined that the data were sufficiently reliable
for the purposes of this report.

Internal controls methodoloqgy

Internal controls relate to management’s plans, methods, and procedures used to meet their
mission, goals, and objectives. Internal controls include the processes and procedures for
planning, organizing, directing, and controlling program operations. They include the systems
for measuring, reporting, and monitoring program performance. We determined that the
following internal controls were relevant to our audit objective: the IRS’s policies, procedures,
and practices related to responding to taxpayer and taxpayer representative allegations of IRS
employee violations of the direct contact provisions of I.R.C. 88 7521(b)(2) and (c) and the fair
tax collection practices of 1.R.C. § 6304(a)(2). We evaluated these controls by contacting
management, reviewing IRM guidance provided to managers and employees, interviewing
employees and group managers, reviewing closed complaints and investigations from TIGTA'’s
Criminal Results Management System, identifying closed cases tracked on the IRS’s E-trak
database, and reviewing case history narratives associated with the selected taxpayers.
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Page 19



Fiscal Year 2019 Statutory Review of
Restrictions on Directly Contacting Taxpayers

Appendix Il

Report Distribution List

Deputy Commissioner for Services and Enforcement

National Taxpayer Advocate

Commissioner, Tax Exempt and Government Entities Division

Deputy Commissioner, Tax Exempt and Government Entities Division

Deputy Human Capital Officer

Deputy National Taxpayer Advocate

Director, Advocacy Efforts

Director, Advocacy, Implementation, and Evaluation

Director, Employee Plans, Tax Exempt and Government Entities Division

Director, Exempt Organizations, Tax Exempt and Government Entities Division

Director, Government Entities/Shared Services, Tax Exempt and Government Entities Division
Director, Indian Tribal Governments/Tax Exempt Bonds, Tax Exempt and Government Entities
Division

Director, Enterprise Audit Management

Page 20



Fiscal Year 2019 Statutory Review of
Restrictions on Directly Contacting Taxpayers

Appendix IV

Previous Audit Reporits Related to
This Statutory Review:

TIGTA, Ref. No. 2018-30-070, Fiscal Year 2018 Statutory Review of Restrictions on Directly
Contacting Taxpayers (Sept. 2018).

TIGTA, Ref. No. 2017-30-076, Fiscal Year 2017 Statutory Review of Restrictions on Directly
Contacting Taxpayers (Sept. 2017).

TIGTA, Ref. No. 2016-30-067, Fiscal Year 2016 Statutory Review of Restrictions on Directly
Contacting Taxpayers (Aug. 2016).

TIGTA, Ref. No. 2015-30-061, Fiscal Year 2015 Statutory Review of Restrictions on Directly
Contacting Taxpayers (July 2015).

TIGTA, Ref. No. 2014-30-079, Fiscal Year 2014 Statutory Review of Restrictions on Directly
Contacting Taxpayers (Sept. 2014).

! This list provides the five most recent of the 20 previous reports issued by TIGTA.
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Appendix V

Publication 1, Your Rights as a Taxpayer

@,} Your Rights
as a Taxpayer

Publication 1

This publication explains your rights as a taxpayer and the processes for ewamination, appesl, collection, and refunds.

Also available in Spanish.

The Taxpayer Bill of Rights

1. The Right to Be Informed

Taxpayers hawe the right to know what they need to do to
comply with the tax laws. They are entitled to clear
explanations of the laws and IRS procedures in all tax forms,
instructions. publications, notices, and comespondence. They
have the right to be informed of IRS decisions about their tax
accounts and to receive clear explanations of the outcomes.

2. The Right to Quality Service

Taxpayers have the right to receive prompt, courteocus, and
professional assistance in their dealings with the IRS, to ba
spoken to in 8 way they can easily understand, to receive clear
and easily understandable communications from the IRS, and
to speak to a supervisor about inadequate service.

3. The Right to Pay No More than the
Correct Amount of Tax
Taxpayers hawe the right to pay only the amount of tax legally

due, including interest and penalties, and to have the IRS
apply all tax payments properly.

4. The Right to Challenge the IRS’s Position
and Be Heard

Taxpayers have the right to raise objections and provida
additional documentation in responss to formal IRS actions or
proposed actions, to expact that the IRS will consider their
timaly objections and documentation promptly and fairy, and
to receive a responsa if the IRS does not agrea with their
position.

5. The Right to Appeal an IRS Decision in an
Independent Forum

Taxpayers are entitied to a fair and impartial administrative
appaal of most IRS decisions, including many penalties, and
hawe the right to receive a written response regarding the
Office of Appeals” decizion. Taxpayers generally have the right
to take their cases to court.

6. The Right to Finality

Taxpayers have the right to know the maximum amount of
time they have to challenge the IRS's position as well as the
maximum amaount of fima the IRS has to audit a particular tax
year or collect a tax debt. Taxpayers hawve the right to know
when the IRS has finished an audit.

7. The Right to Privacy

Taxpayers have the right to expact that any IRS inguiry,
examination, or enforcemant action will comphy with the law
and ba no more intrusive than necessary, and will respact all
due process rights. incheding search and seizure protections,
and will provide, where applicable, a collection due process
hearing.

8. The Right to Confidentiality

Taxpayers have the right to expact that any information they
provide o the IRS will not be disclosed unless authorized by
the taxpayer or by law. Taxpayers have the right to expect
appropriate action will be taken against employess, retum
preparers, and others who wrongfully use or discloss taxpayer
retum information.

9. The Right to Retain Representation
Taxpayers have the right to retain an authonzed representative
of their choice to represent them in their dealings with the

IRS. Taxpayers have the right to seek assistance from a Low
Income Taxpayer Clinic if they cannot afford represantation.

10. The Right to a Fair and Just Tax System
Taxpayers have the right to expect the tax system to consider
facts and circumstances that might affect their underdying
linbilities, ability to pay, or ability to provide information timely.
Taxpayers have the right to receive assistance from the
Taxpayer Advocate Servica if they are experiencing financial
difficulty or if the IRS has not resolved their tax issues property
and timely throwgh its normal channels.

The IRS Mission

Provide America’s taxpayers top-quality service by helping them understand and mest
their tax responsibilities and enforce the law with intagrity and faimess o all.

Publication 1 [Hew. 8-2017) Cataleg Mumber 64731W Depariment of the Treesury Internal Revenue Service wwaLirs.gov
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Examinations, Appeals, Collections, and Refunds

Examinations (Audits)

We Bccapt most taxpayers’ returns as filed.
If we inguire about your return or select it
for examination, it does not suggest that
you are dishonest. The inguiry or
Examination may or may nat result in more
tax. We may close your case without
changs; or, you may receive a refund.

The process of salecting a retum for
examination usually begins in one of two
ways. First, we use computer programs to
identify returns that may have incomect
amounts. Thesa programs may be based
on information retuns, such as Forms
10249 and W-2, on studiss of past
examinations, or on certain issues
identified by compliznce projects. Second,
we use information from outside sources.
that indicates that a return may have
incorrect amounts. These sources may

include newspepers, public records, and
individuals. if we determine that the
information is accurate and relisble, we
may use it to select 2 retum for
examination.

Publication 556, Examination of Retums,
Appeal Rights, and Claims for Refund,
explains the rules and procedures that we
follow in examinations. The following
sactions give an overview of how we
conduct examinations.

By Mail

We handle many examinations and
imquiries by mail. We will send you a letier
with either a request for mone infoemation
or a reason why we believe a change to
wour retum may be neaded. You can
respond by mail or you can request 8
personal interview with an examiner. i you
mail us the requested information or
provide an explanation, we may o may not
agree with you, and we will 2xplain the
reasons for any changes. Please do not
hesitate to write to us about anything you
do not understand.

By Interview

If we notify you that we will conduct your
examination through a personal interview,
or you request such an interview, you have
the right to ask that the examination take
place &t a reasonable time and placa that is
comvenient for both you and the IRS. H our
EXAMINET proposes any changes o your
retum, he or she will explain the reasons for
the changes. If you do not agree with thess
changes, you can mest with the examiner's
SUPEVIEOL.

Repeat Examinations

If we examined your retum for the sams
itemiz in either of the 2 previous years and
proposed no changs to your tax lability,
pleEse contact us 25 s00n B8 possible so
we can s=& if we should discontinue the
examination.

Appeals
If wou do not agree with the examiner's
proposed changes, you can appeal them to

the Appeals Office of the IRS. Most
differences can be ssttled without
expensive and time-consuming court trials.
‘four appeal nights are explained in detail in
both Publication 5, Your Appesl Rights and
How To Prepare a Protest i You Don't
Agree, and Publication 558, Examination of
Retums, App=al Rights, and Claims for
Refund.

If you do not wish fo use the Appeals
Office or disagree with its findings. you
may be able fo take your case to the U.S.
Tax Court, U.S. Court of Federal Claims, or
the U.5. District Court where you lve.
you take your case to couwrt, the IRS will
have the burden of proving certain facts if
you kept adequate records to show your
tax limbility, cooperated with the IRS, and
mest certain other conditions. If the court
agrees with you on most issues in your
case and finds that our position was lamgety
unjustified, you may be able to recover
some of your administrative and Iitigation
costs. You will not be sigible to recower
thess costs unless you tried to resolve your
cass administratively, including going
through the appeals system, and you gave
us the information necassary fo resolve the
CESE.

Collections

Publication 594, The IRS Collection
Process, explains your rights and
responsibilities regarding payment of
federal taxes. it describes:
= What to do when you owe taxes. It
describes what to do if you get a tax bill
end what to do if you think your bill is
wrong. It also covers making installment
payments, delaying collection action,
and submitting an offer in compromise.
= IRS collection actions. it covers liens,
relzasing a lien, levies, relzasing a levy,
saizures and sales, and release of
property.
= RS certification to the State Department
of a seriously delinquent tax debt, which
will generally result in denial of a
passport application and may lead to
revocation of 8 pessport.
‘four collection appeal rights are explained
in detail in Publication 1680, Collaction
Appeal Rights.
Innocent Spouse Relief
Generally, both you and your spouse are
each responsible for paying the full
amount of tax, interest, and penalties due
om your joint return. However, if you
quslify for innocent spouse relisf, you may
be relieved of part or all of the joint
liability. To request relisf, you must file
Form 8857, Request for Innocent Spouse
Relief. For more information on innocent
spouse relief, see Publication 971, Innocent
Spouse Relief, and Form 8857,

Potential Third Party Contacts
Generally, the IRS will deal directly with you
or your duly authorized representative.

Howiever, we someatimes talk with other
persons if we need infommation that youw
hieve been unable to provide, or to verify
information we have received. f we do
contact other persons, such &3 a neighbor,
bank, employer, or employess, we will
generally need to tell them limited
information, such as your name. The law
prohibits us from disclosing any mors
information than is necessany to obtain or
verify the information we are seeking. Cur
nesd to contact other persons may
continue as long as thers is activity in your
case. if we do contact other persons, you
hieve a right to request a list of thoss
contacted. Your request can be made by
telephone, in writing, or during a personal

inberview.

Refunds

You may file & claim for refund if you think
you paid too much tax. You must generalhy
file the claim within 3 years from the date
you filed your original retum or 2 years from
the date you paid the tax, whichaver iz
later. The law generally provides for intersst
on your refund if it i3 not paid within 45
days of the date you filed your retum or
claim for refund. Publication 556,
Exemination of Returns, Appeal Rights,
and Claims for Refund, has more
information on refunds.

I you were due a refund but you did not
file & retum, you generally must file your
return within 3 years from the date the
return was due (including extensions) to get
that refund.

Taxpayer Advocate Service
TAS is an imndependent organization within
the IRS that can help protect your taxpayer
rights. We can offer you help if your tax
problem is causing a hardship, or you've
tried but haven’t been able o resolve your
problem with the IRS. If you qualify for our
assistance, which is always free, we will do
everything possible to help you. Visit

www isxpayeradvocats. irs.gov or call
1-877-TTT-4776.

Tax Information

The IRS provides the following sources for
forms, publications, and additional
information.
= Tax Questions: 1-800-829-1040
{1-B00-B20-40=0 for TTY/TDD)
» Fovms and Publications:
1-800-823-3676 (1-800-829-4050 for
TTY/TDD)

= jntermet: www.irs.gov

= Small Business Ombudsman: A small
business entity can participate in the
regulatory process and comment on
enforcement actions of the IRS by
calling 1-888-REG-FAIR.

= Treasury Inspector General for Tax
Administration: You can confidentialhy
report misconduct, waste, fraud, or
abuse by an IRS employes by calling
1-800-366-4484 [1-500-877-8330 for
TTY/TDD). You can remain anonymous.
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Appendix VI

Glossary of Terms

Term Definition

Automated Labor and An application used to track labor/employee relations case data. It
Employee Relations was developed to ensure consistency in tracking labor and
Tracking System employee relations disciplinary actions.

Business Operating Term commonly used to refer to the Wage and Investment, Small
Division Business/Self-Employed, Large Business and International, and
TE/GE Divisions in the IRS Services and Enforcement
organization.

Calendar Year The 12-consecutive-month period ending on December 31.

Case Advocate TAS employees who help taxpayers resolve problems, work with
the IRS to correct systemic and procedural problems, and develop
legislative proposals to reduce taxpayer burden.

Criminal Results A management information system that provides TIGTA’s Office
Management System of Investigations the ability to manage and account for complaints
received, including congressional inquiries, investigations
initiated, and leads developed from Local Investigative Initiates
and National Investigative Initiates.

A web interface that easily allows business requirements to be
translated into systemic configuration for case management and
case tracking covering multiple IRS business functions.

Enterprise Learning An IRS learning management system, which is the system of
Management System record for all IRS training. It is used for the administration,
documentation, tracking, and reporting of training, as well as the
delivery of online training.

Exempt Organizations The Exempt Organizations business unit administers tax law
Business Unit governing charities, private foundations, and other entities exempt
from Federal income tax.
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Definition

Federal, State, and Local
Governments Business
Unit

The Federal, State, and Local Governments business unit
facilitates cooperation through partnerships with Federal, State,
and local government agencies for the purpose of meeting their
Federal tax responsibilities, with a focus on customer service and
fairness to all.

Fiscal Year

Any yearly accounting period, regardless of its relationship to a
calendar year. The Federal Government’s fiscal year begins on
October 1 and ends on September 30.

Indian Tribal
Governments Office

The Indian Tribal Governments office provides its customers top
quality service by helping them understand and comply with
applicable tax laws. The Indian Tribal Governments office
addresses issues and provides guidance regarding issues such as
tribal governments as employers; distributions to tribal members;
and the establishment of governmental programs, trusts, and
businesses.

Integrated Data Retrieval
System

IRS computer system capable of retrieving or updating stored
information. It works in conjunction with a taxpayer’s account
records.

Internal Revenue Code

The Federal tax law, enacted by Congress in Title 26 of the United
States Code. It is organized by topics such as income, estate and
gift, employment, and miscellaneous excise taxes.

Internal Revenue Manual

The official source of IRS policies, procedures, and guidelines.

National Taxpayer
Advocate

An independent voice inside the IRS that reports directly to the
IRS Commissioner and serves as the advocate for taxpayers within
the IRS and before Congress. The National Taxpayer Advocate
leads the TAS organization, a nationwide organization of case
advocates who help taxpayers resolve problems, work with the
IRS to correct systemic and procedural problems, and develop
legislative proposals to reduce taxpayer burden.

Power of Attorney

A POA is a taxpayer’s written authorization for a designated
individual or individuals to perform certain specified acts on the
taxpayer’s behalf.
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Definition

Question Resolution
Information System

The QRIS is a SharePoint Library that allows TAS employees
with a question pertaining to casework in which existing guidance
requires clarification to submit questions online to Technical
Analysis and Guidance.

Reporting Compliance
Case Management System

An application to support data analytics, querying, and report
generating needs of business users for the TE/GE Division.

Saba

An Internet browser-based application that allows individuals in
different locations to attend live events from their work locations.
These virtual events include training classes, conferences, and
meetings.

Tax Exempt Bonds
Business Unit

The Tax Exempt Bonds business unit is focused on 1) participants
in the municipal finance industry, 2) municipal finance
community members understanding their tax responsibilities and
helping them through a tailored education program focused on
bond industry segments, 3) noncompliance trends to design
proactive education and outreach products, and 4) compliance
programs offering voluntary resolution of violations of the bond
tax rules.

Tax Exempt/Government
Entities Division

IRS operating division that ensures that pension plans, exempt
organizations, and government entities comply with the tax laws.

Taxpayer Advocate
Management Information
System

A computerized inventory control and report system developed for
the TAS caseworker to produce inventory and other management
information system reports to support management.

Taxpayer Advocate
Service

An independent organization within the IRS that works to protect
taxpayers’ rights by ensuring that all taxpayers are treated fairly
and that they know and understand their rights.

Treasury Inspector
General for Tax
Administration’s Office of
Investigations

The Office of Investigations’ overall mission is to help protect the
ability of the IRS to collect revenue for the Federal Government.
It conducts investigations and proactive investigative initiatives to
ensure the integrity of IRS employees, contractors, and other tax
professionals; ensure IRS employee and infrastructure security;
and protect the IRS against external attempts to corrupt tax
administration.
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Appendix VII

Management’s Response to the Draft Report

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, DC 20224

August 30, 2019

MEMORANDUM FOR MICHAEL E. McKENNEY
DEPUTY INSPECTOR GENERAL FOR AUDIT

FROM: Bridget T. Roberts 5@%&@&5‘“@?
Acting National Taxpayer Advocate

Sunita B. Lough Sl Lo gl
Commissioner, Tax Exempt and Govefnment Entities

SUBJECT: Draft Audit Report — Fiscal Year 2019 Statutory Review
of Restrictions on Directly Contacting Taxpayers
(Audit # 201930015)

Thank you for the opportunity to review the above subject draft audit report. We
appreciate your recognition that Taxpayer Advocate Service (TAS) case advocates and
Tax Exempt and Government Entities (TE/GE) examiners working cases “generally
adhered to procedures that help ensure compliance with the direct contact provisions of
IRC §7521(b)(2) and fair tax collection practices of IRC §6304(a)(2).” The managers
and employees of the Internal Revenue Service (IRS) take seriously the legal guidelines
addressing the direct contact of taxpayers and their representatives.

You identified five recommendations for the National Taxpayer Advocate and the
Commissioner, TE/GE to strengthen compliance with the legal guidelines, and we agree
with the five recommendations. Attached is a detailed response outlining our corrective
actions to address your recommendations.

If you have any questions, please contact me, or a member of your staff may contact
Bridget T. Roberts, Acting National Taxpayer Advocate at
(202) 317-6100 or Sunita B. Lough, Commissioner, TE/GE at (202) 317-8400.

Attachment
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Attachment

RECOMMENDATION 1: The National Taxpayer Advocate and the
Commissioner, TE/GE Division, should ensure that their respective group
managers appropriately discuss the cases TIGTA identified with the respective
employees.

CORRECTIVE ACTION:

TAS will ensure that group managers meet with case advocates to discuss the
cases TIGTA identified, in an effort to better protect taxpayers' right to
representation.

IMPLEMENTATION DATE:
December 15, 2019

RESPONSIBLE OFFICIAL:
TAS Executive Director, Case Advocacy

CORRECTIVE ACTION:

TE/GE will ensure that group managers meet with employees to discuss the
cases TIGTA identified, in an effort to better protect taxpayers’ right to
representation.

IMPLEMENTATION DATE:
December 15, 2019

RESPONSIBLE OFFICIALS:
Director, Employee Plans and Director, Exempt Organizations, TE/GE

CORRECTIVE ACTION MONITORING PLAN:
IRS will monitor this corrective action as part of our internal management control
system.

RECOMMENDATION 2: The Commissioner, TE/GE Division, should
reemphasize the importance of its examiners following established guidelines
and procedures on taxpayer representation rights, including enclosure of
Publication 1 in correspondence and discussing rights during the initial taxpayer
interview process.

CORRECTIVE ACTION:

TE/GE will highlight and reemphasize established guidelines and procedures on
taxpayer representation rights, including enclosure of Publication 1 in
correspondence and discussing rights during the initial taxpayer interview
process.
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IMPLEMENTATION DATE:
October 15, 2020

RESPONSIBLE OFFICIAL(S):
Director, Employee Plans and Director, Exempt Organizations, TE/GE

CORRECTIVE ACTION MONITORING PLAN:
IRS will monitor this corrective action as part of our internal management control
system.

RECOMMENDATION 3: The National Taxpayer Advocate should develop
procedures for case advocates so that they consistently document how taxpayer
rights should be discussed, whether via related publications such as Publication
1 or through other means, and to confirm a taxpayer's understanding of their
rights.

CORRECTIVE ACTION:
TAS will develop guidance that will clarify the procedures case advocates should
follow when making initial and subsequent contact with taxpayer.

IMPLEMENTATION DATE:
October 15, 2020

RESPONSIBLE OFFICIAL(S):
TAS Executive Director, Case Advocacy

CORRECTIVE ACTION MONITORING PLAN:
IRS will monitor this corrective action as part of our internal management control
system.

RECOMMENDATION 4: The National Taxpayer Advocate should update TAS's
guidance to employees that clarifies the applicability of I.R.C. §§ 7521(b)(2) and
(c)and |.R.C. § 6304(a)(2), and develops training materials, specific to their
casework, to emphasize the importance of protecting taxpayers’ right to
representation, and designate to whom group managers should report cases with
potential violations.

CORRECTIVE ACTION:
TAS will update guidance that will clarify the applicability of IRC §§ 7521(b)(2)
and (c) and IRS § 6304(a)(2) to case advocates. Such guidance shall emphasize
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the importance of protecting taxpayers' right to representation, and designate to
whom group managers should report cases with potential violations.

IMPLEMENTATION DATE:
Qctober 15, 2020

RESPONSIBLE OFFICIAL(S):
TAS Executive Director, Case Advocacy

CORRECTIVE ACTION MONITORING PLAN:
IRS will monitor this corrective action as part of our internal management control
system.

RECOMMENDATION 5: The Commissioner, TE/GE Division, should update
guidance to employees that clarifies the applicability of I.R.C. §§ 7521(b)(2) and
(c) and develop training materials, specific to their casework, to emphasize the
importance of protecting taxpayers' right to representation, and designate to
whom group managers should report cases with potential violations.

CORRECTIVE ACTION:

TE/GE will update guidance that clarifies the applicability of .R.C. §§ 7521(b)(2)
and (c) and develop training materials, specific to TE/GE casework. Such
guidance shall emphasize the importance of protecting taxpayers’ right to
representation, and designate to whom group managers should report cases with
potential violations.

IMPLEMENTATION DATE:
October 15, 2020

RESPONSIBLE OFFICIAL(S):
Director, Employee Plans and Director, Exempt Organizations, TE/GE

CORRECTIVE ACTION MONITORING PLAN:
IRS will monitor this corrective action as part of our internal management control
system.
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