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IRS Appeals
July 25, 2008
Appeals Office
1099 14th Street NW Suite 4200E
Washington, DC 200056

Welcome to Appeals

¢ Overview of the Appeals Organization

- Abpeals Leadership ;
— Appeals Functions- Field East, Field West, Technical Services and Case

Processing

Appeals History

81 Years of excellent service to taxpayers and tax administration

Appeals Authority

— IRS's dispute resolution forum and the last chance for taxpayer before:
litigation. (Delegation Order No. 66)

— Under the Reform and F{estructuring' Act of 1998 (RRA '98), Congress
provided Appeals the statutory requirement of being independent within

the IRS organization.
Appeals authority is administrative and statutory.

e The Commissioner granted Appeals authority to consider and negotiate
settlements of Internal Revenue Service controversies. Delegation Order No. 66.

e Under the IRS Restructuring and Reform Act (RRA '98) Congress gave
taxpayers the right to an Appeals Hearing under Collection Due Process (IRC

6320 and IRC 6330).

Aggeals Mission

— Appeals is charged with resolving controversies, without litigation, on a
basis that is fair and impartial to both the taxpayers and the government
and in a manner that will enhance voluntary compliance and public
confidence in the integrity and efficiency of the Service.



The Role of Appeals

Resolving Tax Disputes in Tax Liability cases and Tax Collection cases

¢ Independent dispute resolution process
¢ Prohibition of Ex Parte Communications- No Communication with the Exam or
Collection functions proposing tax adjustment or collection action without the

taxpayer given the opportunity to participate.

*

The Appeals Process

¢ How is work forwarded to Appeals
¢ What does Appeals do when cases are forwarded to Appeals

¢ How does Appeals process and close cases
— Appeals process is fully documented for feedback to Exam (Appeals Case

Memorandum)
— Appeals determination is reviewed by the Appeals employee's manager
and in some cases by Appeals Quality Measurement System (AQMS) or

Joint Committee on taxation (in refund cases).
¢ Additional Alternative dispute Resolution Tools used by Appeals

— Early Referral- An issues is forwarded to Appeals for review and
determination while their case is under audit in Exam

— Fast Track Settlement- Exam and Taxpayer agree to have an Appeals
employee act as a facilitator to bring the parties to the right answer and
allow Exam to use Appeals settlement authority to close the case

— Fast Track Mediation- An Appeals employee helps Exam and Taxpayer
to discuss their disagreements and possible ways to resolve them.

— Mediation- this is an extension of the Appeals process. In some cases
that are not resolved in Appeals, the taxpayer may request mediation.
The taxpayer can utilize an IRS mediator or a non-IRS mediator.

— Post Appeals Mediation- Taxpayer may request a Mediator to review his
disagreement with the Appeals determination. Appeals and the taxpayer
will be the parties in the mediation session.

— Arbitration- After unsuccessful attempts in Appeals to resolve an issue,
the taxpayer may request arbitration for factual issues



Settlement

¢ What does Appeals review and consider in cases/issues forwarded to
Appeals :

— lssues of Facts

— Issues of Law

— How the law should be applied to the facts

— Utilization of Appeals experts (Economists, Engineers and Technical
Guidance Coordinators)

— Utilization of Chief Counsel assistance

_ Review of internal Revenue Code, Income Tax Regulations, Counsel
Opmlon Court decisions and Exam and taxpayer analySIs of the
issues in dispute. '

— Precedents

—  Where would the taxpayer take his dispute if not resolved? Tax Court
or District Court

¢ What does Appeals consider/How cases are decided (resolution)

- After review of available information and research of legal issue, Appeals
determines the likely outcome if the issue in dispute is Iltlgated

— What would a court decide?
— What is the probability of the Government or the Taxpayer argument

prevailing?

Types of cases in Appeals Inventory

— Exam cases - Docketed in Tax Court or non-docketed
— Collection cases- Instaliment Agreements, Offer in Compromise and

Collection Due Process
Others - Penalty, Freedom of Information Act, Trust Recovery Penalty etc.

o Consistency in resolutions - How does Appeals achieve consmtency’?
— Appeals Manager Review :

— Coordination of Issues
— Technical Guidance Coordinators with Review and Concurrence

authority
Development of Appeals Settlement Guidelines (ASG) and Appeals

Settlement Positions (ASP) for issues



e Quality and Measures
. — Appeals Quality Measurement System (AQMS)

— Customer Satisfaction Survey
— Feed back loop with Exam and Counsel

Offer in Compromise:

o Doubt as to Liability- Taxpayer does not agree with the adjustments or
tax liability ,

o Doubt as to Collectibility- The chance of collecting the taxes due

o Effective Tax Administration Offers- Taxpayer can pay but payment does

not reflect effective tax administration process

Questions and Answers
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Collection Appeal Rights

You may appeal many IRS collection actions to the IRS Office of Appeals (Appeals). The two main procedures are
Collection Due Process and Collection Appeals Program. Other procedures are described on page four of this

publication.
Collection Due Process (CDP) is available if you receive one of the following notices:

* Notice of Federal Teex Lien Filing and Your Right to a Hearing under IRC 6320.
* Final Notice - Notice of Intent to Levy and Notice of Your Right to a Hearing.

* Notice of Jeopardy Levy and Right of Appeal.

* Notice of Levy on Your State Tax Refind - Notice of Your Right to a Hearing,

Collection Appeals Program (CAP) is available for the following actions:

* Before or after the IRS files a Notice of Federal Tex Lien.
* Before or after the IRS levies or seizes your property.

» Termination of an installment agreement.

* Rejection of an installment agreement.

CAP is generally quicker and is available for a broader range of collection actions. However, you can’t go to court if you
disagree with the CAP decision. CAP procedures are described on pages three and four of this publication.

You may represent yourself at CDP, CAP and other Appeals proceedings, Or, you may be represented by an attorney,
certified public accountant, or a person enrolled to practice before the IRS. Also, you may be represented by a member of
your immediate family, or in the case of a business, by regular full-time employees, general partners or bona fide officers.

ALow Income Tax Clinic may represent you if you qualify. A Low Income Tax Clinic is an independent organization that
provides low income taxpayers with representation in federal tax controversies with the IRS for free or a nominal charge.
Publication 4134, Low Income Taxpayer Clinic List, provides information on clinics in your area and is available at your
local IRS office, by calling 1-800-829-3676, or from www.IRS.gov.

If you want y our representative to appear without you and to receive and inspect confidential material, you must file
a properly completed Form 2848, Power of Attorney and Declaration of Representative. You may also authorize an
individual to receive or inspect confidential material but not represent you before the IRS, by filing a Form 8821, Tax
Information Authorization. These forms are available at your local IRS office, by calling 1-800-829-3676, or from

www.IRS.gov.

HEARING AVAILABLE UNDER COLLECTION DUE PROCESS (CDP)
For Lien and Levy Notices

By law, you have the right to a CDP hearing by Appeals for given to you, or left at your home or office. You then

these collection actions: have 30 days, after that 5-day period, to request a
hearing with Appeals. The lien notice you receive will
» The first time a Notice of Federal Tax Lien is filed indicate the date this 30-day period expires.

for a tax and period. ] ] '
* Before the first evy on your property for a tax and Levy Notice: For each tax and period, the IRS is
period. required to notify you the first time it intends to :
« After levy on your state refund. collect a tax liability by takn}g your property or rights
» After levy when collection is in jeopardy. to property. The IRS does this b_y issuing you a levy_ ’
notice. The IRS can’t levy or seize your property within
30 days from the date this notice is mailed, given to

You may contest the CDP determination in the United :
you, or left at your home or office. During that 30-day

States Tax Court’
period, you may request a hearing with Appeals. There
Lien Notice: The IRS is required to notify you the first are two exceptions to issuing this notice before levy:
time a Notice of Federal Tax Lien is filed for each tax
and period. The IRS must notify you within 5 business (1) When collection of the tax is in jeopardy.
days after the lien filing. This notice may be mailed, (2) When IRS levies your state tax refund.

Page 1
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HEARING AVAILABLE UNDER COLLECTION APPEALS PROGRAM (CAP)

For Liens, Levies, Seizures and Installment Agreements

The CAP procedure is available under more
circumstances than Collection Due Process (CDP).
Unlike CDP, you may not challenge in CAP the existence
or amount of your tax liability. You also cannot proceed
to court if you don’t agree with Appeals’ decision in your
CAP case. Collection actions you may appeal under CAP
are:

Notice of Federal Tax Lien. You may appeal the
proposed filing of a Notice of Federal Tax Lien
(NETL) or the actual filing of an NFTL. You are
entitled toa CDP hearing after the first filing of an
NFTL. See the preceding information regarding
Hearing Available under Collection Due Process.
You may also appeal denied requests to withdraw an
NFTL, and denied discharges, subordinations, and
non-attachments of a lien.

Notice of Levy. You may appeal before or after

the IRS places a levy on your wages, bank account
or other property. You may also have additional
Collection Due Process appeal rights. See the
preceding information regarding Hearing Available
under Collection Due Process. You may also appeal
the denial by the IRS of your request to have levied
property returmed to you.

Seizure of Property. You may appeal before or after
the IRS makes a seizure.

Rejection or Termination of Installment
Agreement. You may appeal when the IRS rejects
your request for an installment agreement. You may
also appeal when the IRS proposes to terminate or
terminates your installment agreement.

How do you appeal a lien or levy action if your only
collection contact has been a notice or telephone
call?

1. Call the IRS at the telephone number shown on
your notice. Be prepared to explain which action(s)
you disagree with and why you disagree. You must
also offer a solution to your tax problem.

2. If you can’t reach an agreement with the employee,
tell the employee that you want to appeal his or her

decision. The employee must honor your request and
will refer you to a manager. The manager will either
speak with you then or will return your call within 24
hours.

3. Explain to the manager which action(s) you
disagree with and why. The manager will make
a decision on the case. If you don’t agree with the
manager’s decision, your case will be forwarded to
Appeals for review. You do not have to submit the
appeal request in writing,

How do you appeal a lien, levy or seizure action if you
have been contacted by a Revenue Officer

1. 'you disagree with the decision of the Revenue
Officer, you must first request a conference with the
Collection manager.

2, If you do not resolve your disagreement with the
Collection manager, yon may submit a written request
for Appeals consideration, preferably by completing
Form 9423, Collection Appeal Request. This form is
available at your local IRS office, by calling 1-800-
829-3676, or from www.IRS.gov. Check the action(s)
you disagree with and explain why you disagree. You
must also offer a solution to resolve your tax problem.

3. Submit the Form 9423 to that Collection office.

4. If you request an appeal after the IRS makes a seizure,
you must appeal to the Collection manager within 10
business days after the Notice of Seizure is given to
you or left at your home or business.

3. Your request for an appeal of a lien, levy or seizure
must be postmarked on or before 2 days after the date
of your conference with the Collection manager, or the
IRS will resume collection action.

How do you appeal the rejection of a proposed
installment agreement?

1. Call the telephone number shown on the letter rejecting
your proposed installment agreement and explain that
you want to appeal the rejection. Your appeal need
not be in writing unless the rejection letter was sent by
a Revenue Officer, in which case your request for an
appeal must be in writing, preferably using Form 9423,
You need not have a conference with a Collection
manager before appealing the rejection of a proposed
installment agreement.

Page 3



2. Your request for an appeal of the rejection of a
proposed installment agreement must be made on or
before the 30th day after the date of the rejection letter
(the mailing of a written request, including a Form
9423, must be postmarked on or before such day).

How do you appeal the termination of an installment
agreement?

1. Call the telephone number shown on the notice that
indicates that the IRS intends to terminate your
installment agreement. If you are unable to resolve
the matter, then explain that you want to appeal the
termination. Your appeal need not be in writing unless
the notice of intent to terminate your installment
agreement was sent by a Revenue Officer, in which
case your request for an appeal must be in writing,
preferably using Form 9423. You need not have a
conference with a Collection manager before appealing
the termination of an installment agreement.

2. You will have 76 days from the date of the notice
of intent to terminate in which to request an appeal.
Unless you appeal within 30 days after the date of
the notice, or cure your default of the installment
agreement, the installment agreement will terminate
autornatically on the 46th day after the date of the
notice. After the 46th day, and the termination of your
agreement, your right to appeal will continue for 30
more days. Accordingly, your request must be made
on or before the 76th day after the date of the notice
of intent to terminate (the mailing of a written request,
including a Form 9423, must be postmarked on or
before such 76th day). You are only entitled to file one
appeal during the 76-day period.

Help if you are experiencing economic
harm...

If you are experiencing economic harm or are seeking
help in resolving a tax problem that has not been
resolved through normal channels or believe an IRS
system or procedure is not working as it should, you
may be eligible for Taxpayer Advocate Service (TAS)
assistance. You can reach TAS by calling the TAS toll-
free case intake line at 1-877-777-4778 or TTY/TTD
1-800-829-4059. TAS cannot extend the time you have
to requesta CDP, equivalent or CAP hearing. The
timeframes for requesting these hearings are explained
in this publication.

What will happen when you appeal your case?

Lien, Levy and Seizure: Normally, the IRS will

stop collection action on the tax periods Appeals is
considering, unless the IRS believes the collection of the
tax is at risk.

Installment Agreements: IMPORTANT - The IRS can’t
levy until 30 days after the rejection or termination of
your agreement. If you appeal within the 30-day period,
the IRS will be prohibited from levying until your appeal
is completed.

Once Appeals makes a decision regarding your case, that
decision is binding on both you and the IRS. You cannot
obtain judicial review of Appeals’ decision following a
CAP hearing,

Note: Providing false information, failure to provide all
pertinent information or fraud will void Appeals’ decision.

APPEAL OF OTHER COLLECTION
ACTIONS

‘You may also appeal other collection actions:

* Rejected Offer in Compromise.

* Proposed Trust Fund Recovery Penalty.

* Denied request to abate penalties (i.e., late payment,
late filing, or deposit penalties).

To dispute a penalty in Appeals, follow the protest
requirements in Publication 5, Your Appeal Rights and
How To Prepare A Protest If You Don 't Agree. Also, the
correspondence you receive on these types of cases will
explain where you should send your protest.

@ IRS

Department of the Treasury
Infernal Revenue Service

WWW.irs.gov

Publication 1660 (Rev. 03-2007)
Catalog Number 143767

Page 4
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Questions to Appeals

1. What are the provisions of law under which the Appeals Division was

established?

2. Is the taxpayer required to go through the Appeals process before initiating tax
litigation? Can the taxpayer initiate litigation without going through the Appeals

process?
3. Isthere any fee for the Appeals process?

4.  What can be achieved through the Appeals process? Only a settlement between
the taxpayer and IRS? (Does the Appeals officer make a certain determination
(such as “decision” rendered by the National Tax Tribunal of Japan) like a judge
renders a judgment? (Does the Appeals officer or Appeals make a certain

determination? Does such determination bind the taxpayer or IRS?)

How was the situation under the system before the IRS Restructuring and

Reform Act of 19987

5. We understand that for the Appeals process, there is a prohibition on
communications between the Appeals officer and IRS without offering the
taxpayer opportunities to participate (that is, “ex parte communications”). Does it
mean all the consideration procedures involving consideration of the case at the
Appeals Office are done in the presence of both the taxpayer and the IRS officer?

6.  If so, under what provisions of law?

7. Can the Appeals officer, by virtue of his or her authority, independently collect
evidence, question the taxpayer or its related parties (such as the taxpayers’

customers) or question the officer in charge at IRS?

8.  Is the result of such investigation disclosed to the taxpayer? If the taxpayer
desires, can the taxpayer see or copy the evidence or investigation results

collected by the Appeals officer?



10.

11,

12,

13.

14.

15.

16.

17,

18.

19.

It seems that as one of the programs in the Appeals process, there is a mediation
program. Is the mediation different from the settlement made by the Appeals

officer? If so, what is the difference between the two?

Does the opinion or determination issued by the Appeals officer to the taxpayer
bind, limit, or otherwise influence the determination of the judge of the tax court?

If tax litigation is instituted after going through the Appeals process, does the
judge of the Tax Court generally refer to the opinion issued by the Appeals officer
in the Appeals process? In your opinion, is the judge of the Tax Court informally
influenced or guided by the opinion issued by the Appeals officer in the Appeals

process?

Is the Appeals officer bound purely by previous rulings or administrative
guidelines of IRS? Can the Appeals officer issue an interpretation or opinion that

is not consistent with the rulings of IRS?

How can someone be an Appeals officer? What are the requirements to be an

Appeals officer? For example, is a license or examination required to be an

Appeals officer?
Currently, how many Appeals officers are there at each Appeals Office?

What is the percentage of the total number of appeals in which the taxpayers

have their representatives for the Appeals process?

Are there any organizations that oversee or supervise as to whether the Appeals

processes are conducted in a proper and fair manner?

If there is any, how such oversight or supervision is conducted? What are the

results of such oversight or supervision?

Are the Appeals process and Alternative Dispute Resolution considered as the

same thing? If they are different, how do they relate to each other?

We'd like to have Appeals organization chart.



Table 17 -- Appeals Workload, by Status and Type of Case, Fiscal Year 2005

Cases pending Cases Cases Cases pending
Category October 1, 2004 [2] received [3] closed (4] September 30, 2005 [2,3,5]
(1) (2) (3) )

Total Cases [1] 64,787 99,918 102,597 60,831
Total Nondocketed Cases [6] 53,444 80,966 82,606 48,728
Collection due process 17,064 29,798 26,819 18,767
Offers in compromise 10,343 14,930 17,845 7,439
Innocent spouse 4,802 3,057 4,549 2,778
Penalty appeals 3,763 13,703 14,065 3,333
Coordinated industry cases 1,059 543 567 1,004
Industry cases 952 670 497 1,082
Examination 12,282 12,977 12,844 11,280
Other [7] 3,179 5,288 5,420 3,045
Total Docketed Cases [8] 11,343 18,952 19,991 12,103
Collection due process 125 12 1,069 92
Offers in compromise - 4 5 3
Innocent spouse 268 284 620 190
Penalty appeals e - # -
Coordinated industry cases 51 9 43 39
Industry cases 108 80 167 116
Examination 10,777 18,559 17,966 11,655
Other [7) " 4 " 8

** Not shown to avoid disclosure of information about specific taxpayers. However, the data are included in the appropriate totals.
[1] A case represents a taxpayer with one type of tax and one or more tax periods under consideration in Appeals. For example, an individual taxpayer with
income tax returns for tax years 2002 and 2003 is considered one case in Appeals, but a corporate taxpayer with both income tax and excise tax returns
in Appeals is considered two cases.
[2] Cases pending includes cases in Appeals jurisdiction only.
[3] Cases received includes all cases assigned to Appeals during the year, except cases that were received from and returned to the Operating Divisions
as premature referrals within Fiscal Year 2005.

[4] During FY 2005, some cases were closed in docketed status that had been received as nondocketed cases in prior years.

[5] The number of cases pending on October 1, 2005, does not equal the number pending on September 30, 2004, plus the number received less the numbe
closed, largely due to cases transferred to Chief Counsel's jurisdiction for trial, and cases received in prior years but returned to the Operating Divisions
as premature referrals in Fiscal Year 2005.

[6] Nondocketed cases are those in which the taxpayer has not filed a petition in the United States Tax Court.

[7] The "Other" category includes cases involving Trust Fund Recovery Penalty, Collection Appeals Program, Freedom of Information Act, Director of
Practice and Abatement of Interest.

[8] Docketed cases are those in which the taxpayer has filed a petition in the United States Tax Court.

SOURCE: IRS Data Book, FY 2005, Publication 55b. Also, Appeals, Strategic Planning, Measures Analysis AP:SP:SPMA
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