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Journalistic report writing isc

A court report can change the course of someone's life. Judicial reports are filed with the judge in certain types of cases, including criminal proceedings against a minor and adoption hearing. By presenting the information in the correct format and order, you can help influence the outcome of the audience. A court report should begin with basic information to help the reader
identify people in the case. Include the names and dates of birth of the people involved and the date of the hearing. Set context for the case. For a criminal case, this may include any details about the person's background that may explain their behavior, such as a tumultuous childhood or an education. Include any circumstances that are relevant to a person's behavior, such as
drug addiction, family problems, or a diagnosis of mental illness. Explain how you know this information and whether you observed it firsthand. If the report you are writing is for an adoption case, include information about potential parents and the home. Specify why you believe the child should or should not be placed in the home. Provide specific examples instead of
generalizations. For example, instead of saying that parents are active in a child's life, list examples of how they are active, such as coaching a sports team or teaching the child how to fish. Use formal language, because the report is intended for the court. Because the family or person involved will also read the report, use simple language that everyone can understand. Check if
the report has spelling or grammatical errors before submitting it. September 13, 2019 Purpose (1) This transmits a review of IRM 4.10.8, Return Review, Report Writing. Material Changes (1) Significant changes to this IRM are listed in the following table. The effect on other IRM 4.10.8 documents, dated 5 April 2017, is replaced. This IRM incorporates applicable content from the
NHQ-01-1115-0001 Provisional Guidance Memorandum, Review of the Policy for the Use of Fax in Taxpayer Shipments, dated November 19, 2015. Small Business/Self-Employed Audience (SB/SE) Field Review, Specialty Examination, Large Companies and International (LB&amp;I) and Tax-Exempt Entity Examiners/Government Entities (TEGE). Effective Date (09-13-2019)
Director of Maha H. Williams, Small Business Campus Examination-Field and Policy/Self-Employment Division SE:S:E:HQ:EFCP Purpose. This section of the IRM includes guidelines for preparing audit reports. In addition to the basic reporting procedures, this IRM provides details on the preparation of corrected reports and discusses issues that require reports and special forms.
It also provides instructions for case-closing requirements. Audience. These procedures apply to examiners in SB/SE Examination-Field, Specialty Examination, LB&amp;I, and TE/GE. Policy owner. The Director, Examination – Field and Campus Policy, which is under the Director, Headquarters Review. Program owner. General field examination processes which is under the
Direction, Examination – Field Policy and Campus. Contact information. To recommend changes or make any other suggestions related to this IRM section, see IRM 1.11.6.6, Provide Feedback on an IRM - Out of Authorization section. This IRM provides guidance for reporting that examiners must understand and apply in the performance of their functions. By law, the Service
has the authority to conduct exams under Title 26, Internal Revenue Code, Subtitle F – Procedure and Administration, Chapter 78, Discovery of Responsibility and Performance of the Title, Subchaple A, Examination and Inspection, which includes, among others, the following sections of the IRC: IRC 7602, Examination of books and witnesses IRC 7605, Time and place of
examination The procedures for exercising the examination authority are contained in the 26 CFR 601.105, Statement of Procedure . The Director, Headquarters Review, is the executive responsible for providing policy and guidance to SB/SE Examination employees and ensuring consistent implementation of tax policy, procedures and law to conduct tax administration, while
protecting taxpayers' rights. See IRM 1.1.16.3.5, Headquarters Review, for additional information. The Director, Examination – Field and Campus Policy, informs the Director, Headquarters Review, and is responsible for the delivery of policies and guidance affecting field and campus examination processes. See IRM 1.1.16.3.5.1, Field and Campus Policy, for additional
information. The General Field Examination Processes (FEGP), which are under Management, Examination – Field Policy and Campus, is the group responsible for providing policy and procedural guidance on standard examination processes to field employees. See IRM 1.1.16.3.5.1.1, General Field Examination Processes, for additional information. Examiners are responsible
for observing the Taxpayer Bill of Rights, including the taxpayer's right to be informed regarding IRS decisions about their tax accounts. Examiners should ensure that taxpayers receive clear explanations of the results by issuing examination reports and letters identifying the amounts (if any) of taxes due, interest, additional amounts, tax additions and evaluable penalties.
Examiners and their managers should become fully familiar with the reporting procedures and information contained in this IRM, as well as other resources, such as those listed in IRM 4.10.8.1.7, Related Resources, below. Reports are derived from a variety of sources, including the Audit Information Management System (AIMS, AIMS ) and Return Examination Control System
(ERCS) data system. These reports provide Headquarters and the Field Review with timely and reliable information. There are a variety of reports designed to meet the needs of the group or function. Additional information can be found in IRM 4.4.27, Reports; IRM 4.7.6, Reports; IRM 1.4.40.5, Monitoring Monitoring Overview. Periodic program reviews are conducted to: Evaluate
the effectiveness of specific programs within the Review or across the organization, Determine whether procedures are being followed, Validate policies and procedures, and Identify and share best/proven practices. The following table contains a list of terms used throughout this IRM and its definitions. The following table lists the acronyms used throughout this IRM and its
definitions. The following are the main sources of procedures and guidelines that examiners will use for reporting: IRM 4.10.1, Overview of Examiner Responsibilities IRM 4.10.6, Penalty Considerations IRM 4.10.7, Issue Resolution IRM 4.10.9, Working Paper System and Assembly of IRM Records 4.10.10, Standard Paragraphs and Explanation of IRM Settings 4.13.4, Zone
Office Examination (AO) IRM 4.23.10, IRM Employment Tax Review Reporting Guide 4.23.22, IRM 4.24.20 Non-Binding Employment Tax Case Procedures, Excise Report IRM Writing Guide 4.25.6, Reporting Guide for IRM Property and Donation Tax Reviews 4.27.2, Bankruptcy, IRM Examiner Responsibilities 4.31.2, TEFRA Reviews - IRM Field Office Procedures 4.31.5 ,
Reviews of Control of Investor Level Statutes (ILSC) - Procedures of the IRM Field Office 4.36, Procedures of the IRM Joint Committee 4.46.6, Workpapers and Reports Resources IRM 20.1 , IRM 20.2 Penalty Manual, Interest Useful Information can be found on the following websites for: Report Writing at S Corporations at TEFRA at RGS at CCP at Ex Parte Communications at
Disclosure at Joint Committee at Claims , Abatements and Reconsider Auditations at Penalties at . Examiners have a responsibility to ensure that audit reports are properly prepared and issued. The following sections provide an overview of audit reports, analyze report preparation and issuance, and provide guidance on issues that examiners should consider after reports are
issued. Audit reports serve several Important. Examiners should therefore take all necessary measures to ensure the accuracy of the report. Audit Reports: Protect the right to be informed of the taxpayer. Audit reports should contain all necessary information to ensure a clear understanding of adjustments and identify the amounts (if any) of taxes due, interest, tax additions and
evaluable penalties. Serve as the basis for evaluation and collection action. Reports (unlike work papers) are legally legally Documents. Give notice of tax liability for the purposes of suspension of interest. IRC 6404(g) provides for suspension of interest when the Service does not provide timely and adequate notification of tax liability. For example, Form 4549 is sufficient
notification if it contains an explanation of each adjustment element. See La Treas Regulations 301.6404–4(a)(7)(i). See IRM 4.10.8.15.13, which addresses the warning requirements for IRC 6404(g). The type of audit report prepared by an examiner depends on the outcome of the exam. For example, reports are prepared for the following types of cases: Unchanged and without
liability (IRM 4.10.8.3) Regular agreement (IRM 4.10.8.4) Except agreed (IRM 4.10.8.8)5) Partially agreed (IRM 4.10.8.6 Nogreed (IRM 4.10.8.12 and IRM 4.10.8.13) This section contains general guidance for the preparation of income tax reports. Other sections of this IRM contain report-specific guidance for each case type (e.g. no change, agreed upon, etc.). Form 4549, is the
basic report form for most individual and income tax cases of companies. Form 4549 has a place for the taxpayer(s) to sign and includes consent for evaluation and collection language. See IRM 4.10.8.4.1 for instructions on how to prepare Form 4549. Form 4549-A, Nogreed and Excepted Agreed Change Report, has no place for taxpayers to sign, and is appropriate for them not
to register, agree, accept refund and reduction claims. If Form 4549-A is issued in a non-gressed or partially agreed case, examiners typically prepare and provide Form 870, Tax Deficiency Assessment and Collection Restriction Waiver and acceptance of excessive evaluation, to the taxpayer to request consent to the evaluation. Reporting software (RGS) is required for the
generation of all income tax review reports (with the exception of LB&amp;I agents using BNA Software) and for the introduction of all necessary data for the Operational Examination Automation (EOAD) database. EOAD is designed to allow tracking of examination settings by problem and related cause. This data helps identify specific areas of non-compliance based on exam
reports. See IRM 4.10.16, Examination Operational Automation Database (EOAD). Procedures for using RGS in reporting can be found in the RGS User Guides, Training Materials, and IRM 4.10.15, Reporting Software (RGS). See IRM 4.10.8.18 for additional information on using RGS. The should discuss the progress of the review and possible issues with the taxpayer and/or
representative at frequent intervals throughout the review. See IRM 4.10.7.5, Proposing Adjustments to the Taxpayer and/or Representative, for guidance on the time and how to report on both office and field exams. Where possible, examiners should discuss the audit report with the taxpayer and/or representative at a face-to-face meeting, rather than mailing the report. When a
report is mailed, the examiner must and issue the appropriate letter to transmit the report and notify the taxpayer of the examination process and its rights (e.g. Letter 4121, Letter 915, Letter 950, Letter 5153, etc.). See IRM 4.10.8.2.3.1 below for additional guidance on preparing and issuing letters. In general, in the case of cases of deficiency, OTO issues Charter 915 with the first
report (in person or by mail). For a joint return, follow IRM 4.10.1.2.2.1, Separate notification requirements, to determine whether the report should be issued separately. Generally, a qualified representative is authorized to receive any notice or other written communication required or permitted to be given to the taxpayer in the taxpayer-related matter, as indicated on Form 2848,
Power of Attorney and Representative Declaration, or Form 8821, Tax Information Authorization. Before issuing an audit report, the examiner must investigate the Centralized Authorization File (CAF) in IDRS to ensure that the taxpayer did not file a new Form 2848 or Form 8821 through channels other than the examiner. For more detailed information on how to mail
correspondence when an POA is involved, see IRM 4.11.55.2.9, Notices and Communications. See IRM 4.10.1.3.3, Written Communication to the Taxpayer Representative, for guidance including the preparation and issuance of Charter 937, Letter of Transmission to the Judiciary. Letters are sent to taxpayers (and their authorized representatives) to transmit reports, explain
available appeal rights, and inform the taxpayer of the test status. Examiners should follow the instructions in MRI 4.10.1.3.2, Written Communication, when preparing letters. The employee's contact information must be included in all correspondence sent to taxpayers. See IRM 4.10.1.2.2.2, Employee Contact Information, for guidance. Examiners prepare most of the letters
issued from the group or by the PCC; the date and signature depend on the font. For example, examiners prepare, but do not sign or date, letters sent by the group administrator and closing letters sent by the PCC on behalf of the relevant Director (based on its operational division). The font (for example, initial contact, 30 days, closure, etc.) and required signature (for example,
examiner, group administrator, area manager, etc.) determines how the signature block completes. For example: Letter 692, Request for Consideration of Additional Findings, is signed by the examiner, so the signature block is completed with the examiner's name, title, and signature. The 30-day letters discussed in IRM 4.10.8.12.1, must be signed by the group administrator by
SBSE 4.55 Delegation, Thirty-Day Letter Signing Authority. Therefore, the 30-day letter signature block must contain the name, title, and signature of the group administrator. Office Review Letter 1912, Follow-up Letter transmitting exam reports, is not a 30-day letter. It is signed by the examiner and the signature block is completed with the examiner's name, title, and signature.
Closing are mailed by the PCC or TS and indicate that the exam has been closed after acceptance by the Area Director (or comparable management level). For example, Charter 590, The Final Letter Without Change and Charter 987, Agreed Change in Income Tax, notify the taxpayer that the report has been reviewed and accepted. Therefore, the signature block is completed
with the name and title of the Area Director (or comparable management level) and is signed by the group administrator on behalf of the Area Director (or comparable management level). Generally, letters issued at the group level can be digitally signed as long as IRM 4.10.1.4.4, Digital Signatures procedures are followed. Letters, forms and other documents digitally signed to the
taxpayer and/or representative must contain a graphic image of the signer's handwritten signature. See IRM 4.4.7.2.1, Initiator Responsibilities, for information on how to write down Form 3198, Special Notice of Handling for Examination Case Processing, to provide CCP with instructions for sending closing letters by mail. For closing letters, examiners should prepare an envelope
for the taxpayer and, if applicable, the POA. Envelopes must contain the examiner's return address and must be included in the case file with the applicable letters. If the mail is returned as uneivered after a case is closed, follow the procedures in IRM 4.4.7.4, Mail Not Delivered. Publications sent to the taxpayer should always agree to the venues listed in the letter to avoid
confusion. Publications available on the IRS.gov not be sent to the taxpayer's representative or designee. See IRM 4.10.1.3.3, Written Communication to the Taxpayer Representative, for additional information. Section 3504 of P.L. 106-206 (RRA '98) requires the Service to include an explanation of the review and collection process, as well as information on the Taxpayer
Advocate's assistance with any proposed first deficiency letter, which allows the taxpayer an opportunity for administrative review at the IRS Office of Appeals. Pub 3498, The examination process, is used for this purpose. The following procedures should be followed: Pub 3498 must be provided with the first test report given to the taxpayer, and with all 30-day letters. Pub 3498 is
not required to be delivered back to the same taxpayer with reports for the same tax periods issued after the first report (i.e. corrected and supplementary reports) unless issued with a 30-day letter. Pub 3498 is not included without change reports, with the exception of any changes with adjustment reports when adjustments affect other fiscal years. This section provides guidance
to request payment, receive executed audit reports and close cases within the deadlines set based on taxpayer responses to the reports issued. Examiners should follow IRM 4.20.3, Soliciting Payment, which provides guidelines for using the tiered interview approach to request payment, payment, information on the source of the levy, coordination with the collection and
processing of payments received in cases of deficiency. When a taxpayer has filed or is preparing to file for bankruptcy, examiners should refer to IRM 4.27.2, Bankruptcy, Examiner Responsibilities, for guidance on how to apply for payment. Taxpayers, upon receiving an audit report, can pay for the deficiency immediately. Exam employees prepare Form 3244-A, Payment
Registration Bonus - Exam, and transmit the form along with the payment as indicated in IRM 4.4.24.2, Form 3244-A. Attach a copy of Form 3244-A completed to the face of the tax return. Instead of a tax payment, taxpayers can file a 6603 deposit. For a detailed explanation of the enactment of IRC 6603 and its effect on interest, see IRM 20.2.4.8.2, IRC 6603 Deposits. See IRM
4.4.24, AIMS Procedures and Processing Instructions, Payments and Remittances, for information and instructions on payments and remittances, including preparation of Form 3244-A. For payments of $100,000 or more, follow IRM 4.4.24.8, Payments of $100,000 or more, to ensure timely processing. Reports and exemptions are considered executed when signed by the
taxpayer(s). The forms executed must reflect the date received by the IRS. A signed agreement or waiver stops the execution of interest 30 days from the date of receipt if the evaluation and payment notice are not made within the 30-day period. See IRM 20.2.7.9, IRC 6601(c), Suspension of Interests on Deficiencies, for additional information and examples. Examiners must
indicate the date of receipt in agreements and exemptions, with the following exception: Agreements and exemptions received by the EEFax IRS (vs. a traditional fax machine) do not require an additional date stamp if the printed agreement or waiver contains a generated date stamp that is readable and correct. The IRS may accept consents to evaluate additional taxes (for
example, Form 4549 or Form 870) and taxpayer closing agreements involving any amount of taxes by fax. For agreements received by fax, examiners must: Form 9984 of the Document, Examiner Officer Activity Log, including contact with the taxpayer, date of contact, and that the taxpayer is submitting consent to evaluate the additional tax by fax. Document the origin of an
agreement received by EEFax by saving an electronic or printed copy of the incoming email in the case file. Make sure that Article 416 of Form 5344, Exam Closing Record, contains a 1 if an agreement is received by fax. To process as agreed, reports and exemptions for joint declarations require the signature of both spouses (or authorized attorney's power, if applicable), unless
the deficiency is paid in full as described in the following paragraph. When the full payment is not received, and only one spouse signs the report or waiver, the nogreed procedures apply to the spouse who does not sign. In addition, the account of the spouse who agrees must be evaluated using MFT 31 procedures. See IRM 4.10.8.12.3. Examiners can prosecute a case as
agreed without agreement form executed if a full payment is received not specifically designated as a 6603 deposit in response to a proposed deficiency (taxes and penalties), and there is no evidence that the taxpayer intends to file a protest. See IRM 4.4.12.5.18.3, Payment in Lieu, to complete Form 5344 when payment is accepted instead of a signed agreement. Deletion code
08 is used and no agreement date is entered; the suspension of interest described in paragraph (1) above does not apply to payments rather than agreements. Cases should generally be closed from the group within the following timeframes: 10 days for case-closing for agreed or unchanged reviews – from the first date the report is received or the unchanged status is
communicated to the taxpayer, 20 days for closing cases for unclosed examinations – from the date on which 30-day letter violations or the taxpayer's appeal request are received, 4 days for the closing of cases for agreed high dollar unpaid deficiency or cases of over-adjustments of payment - see IRM 4.4.18, Large Dollar Cases, for more information. This section contains
procedures for closing a case when the exam does not result in adjustments, or there are adjustments that do not result in any additional liability. ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡ ≡
≡ ≡ ≡ ≡ . When completing a field or office exam that does not result in any adjustment (Elimination Code 02), the examiner will prepare and provide the appropriate non-change letter to the taxpayer(s) and, if applicable, to the taxpayer's representative. The following letters of no change inform the taxpayer that a no change is proposed, but the determination is subject to revision:
Letter 3401, The Letter of Transmission of Report Without Change, or Letter 3401-S, Transmission Letter Without Change of Unchanged Entity (No-TEFRA) Letter 3401-S is used to transmit a non-change report to non-TEFRA Associations, Trustees, S-Corporations and Interest Charges Corporations of National International Sales when there are no changes to any article in the
entity's statement (LaFra 01 or 02 Elimination Code). See IRM 4.31.2, TEFRA Examinations-Field Office Procedures, for additional guidance and letters for report preparation to be issued by the examiner, field TEFRA Coordinator and/or TEFRA Campus Function (CTF). The MRI also provides instructions for completing Form 3198, Notice of Special Handling for Examination
Case Processing, in TEFRA exams. The examiner must generate a non-change report using RGS and provide it to the taxpayer and, where appropriate, to the taxpayer, at the end of the test. The Other Information or Observations section of the report should include the Unchanged statement subject to approval by the area manager, area manager, or field operations manager.
The examiner should prepare a Letter 590, Unsoverned Final Letter (or Letter 992, No Change, for Form 1120-S, U.S. Income Tax Return for a Corporation S, Form 1065, U.S. Company Declaration, or Form 5500, Annual Return/Employee Benefit Plan Report), have it signed by the group manager, and place it on the case file when the case closes. Letter 590 (or letter 992) is
issued by the PCC and notifies the taxpayer that the report has been reviewed and accepted. On Form 3198, check the blocks for Letters Without Change and Letter 590 or Letter 992 in the Letter Instructions for SPC section. Reopening procedures do not apply if subsequent changes are needed prior to the issuance of letter 590 or letter 992. The unchanged report may be
acceptable documentation for repetitive audit verification instead of Charter 590 (or Charter 992) if the transaction code in the transcript corroborates the taxpayer's non-change report. The examiner should investigate IDRS using the IMFOLZ or BMFOLZ command code that will display the results of the last two audits. This command code will display Uns change issuance codes,
also known as IMF Issuance Codes, elimination codes, and any amount of deficiency. Non-change Issuance Codes can be found using the link on Form 5344 - Item 41, Unsoverned Issue Codes/IMF on the MySB/SE website. This section contains procedures for an exam that results in adjustments that do not change the taxpayer's liability in the year examined and do not affect
any other fiscal year. In cases where the review results in adjustments but does not change fiscal responsibility in the year under review and there is no impact on any other fiscal year, it remains important to notify the taxpayer of the adjustments for the taxpayer to deal with the issue(s) appropriately when filing returns for the following year. For adjustments or items that affect a
previous or subsequent fiscal year, follow the applicable procedures in IRM 4.10.8.3.3. When completing a field or office exam resulting in a no-change with adjustments (Elimination Code 01), and there is no impact on other fiscal years, the examiner will prepare and provide Charter 3402-A, Change/No Change Transmission Report - Adjustments Do Not Impact Other Tax Years,
the taxpayer(s) and, if applicable, the taxpayer's representative. Charter 3402-A informs the taxpayer that a no change with adjustments is proposed, but is subject to review. There is no need to secure the taxpayer's agreement as there is no tax liability. No changes to adjustment reporting procedures do not apply to S corporate or corporate reviews. The examiner must generate
an agreed report using RGS provide it to the taxpayer and, where appropriate, the taxpayer's representative, at the conclusion of the review. The examiner must prepare an undated letter 1156, Change, Final Letter without change, have it signed by the group administrator, and place it in the case file when the case closes from the group. Letter 1156 is issued by the PCC and
notifies taxpayers report has been reviewed and accepted. On Form 3198, check the blocks for Unsoverned Letters and Letter 1156 in the Letter Instructions for PCC section. Reopening procedures do not apply if subsequent changes are needed prior to the issuance of Charter 1156. If the review results in adjustments that do not change the taxpayer's liability in the year under
review but affect other fiscal years that are presented or delinquent, the review should be extended to include the other fiscal years. If extending the review to other affected fiscal years results in a tax obligation, follow the procedures in MRI 4.10.8.3.4. If the review is extended to other fiscal years, there is no tax liability in any of the other fiscal years, and the taxpayer agrees with
the adjustments, the examiner must: Prepare and provide Charter 3402, Change/Do Not Change Transmission Report - Adjustments Impact Other Tax Years, the taxpayer(s) and, if applicable to the taxpayer's representative. Charter 3402 informs the taxpayer that a no change with adjustments is proposed, but is subject to review. Generate an agreed report using RGS and
provide it to the taxpayer and, if applicable, the taxpayer's representative, at the end of the review. The examiner must secure the taxpayer's signature as there are adjustments to the return(s) and affect other fiscal years. Close the box to CCP using deletion code 01. The examiner must prepare an undated letter 1156, have it signed by the group administrator, and place it in the
case file when the case is closed from the group. Letter 1156 is issued by the PCC and notifies the taxpayer that the report has been reviewed and accepted. Prepare Form 5346, Examination Information Report, and send it to Planning and Special Programs (PSP, for sustenation) adjustments that affect other tax years that should not yet be filed. See IRM 4.10.5.14, Form 5346,
Exam Information Report, for information on how to prepare the form. If the no-change adjustment test affects other fiscal years, there is no deficiency, and the taxpayer disagrees with the adjustments, they may be offered the opportunity to go to Appeals. Generally, cases considered by Appeals involve disputed tax liability. However, Appeals will consider cases that do not have
an immediate fiscal consequence but may affect fiscal liability for years that have not been examined. See IRM 8.1.1.3.2, No cases of immediate tax consequences. If the taxpayer requests an Appeals Conference, the examiner must follow the 30-day letter procedures in IRM 4.10.8.12 (SB/SE examiners), or IRM 4.10.8.13 (LB&amp;i examiners). Adjustments made in a nol drag
or on timing issues such as depreciation. When a multiannual results in years of change and no change, the examiner must prepare a separate report for the year or years without change, depending on the non-exchange rate, i.e. there are no adjustments affecting other fiscal years, etc. See IRM 4.10.8.3.1 via MRI See IRM 4.10.8.7 for case-closing procedures containing at least
one agreed/unchanged year and one unin agreed year. The following form letters are issued as letters without notice of exchange: Letter 590 – Final Closing Letter for unchanged cases, without adjustments; Letter 992 – Final closing letter for non-TEFRA flow through entities; Letter 1156 – Final closing letter unchanged with adjustment cases; Letter 3401 – No adjustments
affecting taxpayer liability or other tax periods; Letter 3401-S – No adjustments affecting taxpayer liability or other tax periods (Non-TEFRA Flow through Entities); Letter 3402 – Adjustments affecting the taxpayer's liability for other tax periods; Letter 3402-A – Adjustments that do not affect the taxpayer's liability for other tax periods. For TEFRA association cases, the following form
letters are issued as letters without notice of changes: Letter 1864 – No more than 45 days have elapsed from the date of Charter 1787; Letter 2064 –More than 45 days have elapsed since the start of the administrative partnership procedure; o Letter 2621 – No adjustments. For un archived cases closed without an examination report, the following form letters are issued as letters
without notice of exchange: Letter 2769 – Delinquent return accepted as submitted and the non-presenter had no reasonable grounds for non-filing; o Letter 2778 – Delinquent return accepted as presentd and no sanction is claimed. For cases without change without adjustment, RGS will fill out the issuance codes without change on Form 5344 of the problems created and
unchanged. Enter the removal code in the appropriate line on Form 5344 such as: 01 - No changes with settings 02 - Regular No-Change 07 - Appealed A Combat Zone (CZ) is an area designated in an Executive Order by the President of the United States. Certain taxpayers in a combat zone receive tax relief and require special prosecution. Generally, once it is determined that a
review is being conducted on a taxpayer in a combat zone, the case must be unchanged. Combat Zone information can be found at various locations in the MRI, as well as in Publication 3, Armed Forces Tax Guide. Examiners can refer to IRM Standard 25.6.1.10.2.9.6, the Combat Zone and Exhibit IRM 4.4.1–3, Combat Zone, for additional information. When it is common
knowledge or clear that a taxpayer is in a Combat Zone, oral testimony is acceptable to indicate that the taxpayer is entitled to the Combat Zone special tax treatment. When it is not common knowledge or clear that the taxpayer is a staff of the Combat Zone, the written justification, such as a copy of the or a statement issued by the Department of Defense (DOD) proving that the
requirements of the Combat Zone are met. A statement signed by the taxpayer or a contact, such as a spouse or lawyer, may be acceptable as justification when a copy of military or civil orders or a Department of Health statement is not easily accessible. Accessible. In addition, the IRS may have previously identified the taxpayer as Combat Zone personnel by entering a C freeze
in the Master File. For additional information on identifying master files, see also IRM 4.19.13.21, Combat Zone. Pursuant to IRC 7508, field examiners are ordered not to conduct any examinations of taxpayers who have been deployed in a combat zone. In addition, ongoing exams involving anyone identified as Combat Zone personnel should be closed immediately, unless criteria
are determined to exist in Commitment Reasons (discussed below). Uninitiated cases must be surveyed using Deletion Code 31 - survey prior to assignment. Open cases in which books and records have not been reviewed should be examined using Deletion Code 32 - survey after assignment. A letter must be sent to the taxpayer to withdraw the scheduled
appointment/examination letter. Attach a copy of the letter to the tax return. The following verb will be appropriate: Internal Revenue Code Section 7508 requires us to suspend all activity on your examination. Your exam has been interrupted for fiscal year _____. When workbooks and records have been examined, close the case as a non-change using deletion code 02 unless the
case has been placed in status code 90. Cases must be closed as unchanged, even if a signed report has been received. Include the appropriate documentation of the working document of the application of the requirements of the combat zone. If the 30-day letter has been issued/signed, notify the taxpayer that the report is being withdrawn. Close the case through procedures
without change. Include the appropriate documentation of the working document on the implementation of the combat zone requirements of the IRC 7508. For cases where a deficiency notice has been issued, a supplementary report should be prepared to reduce the deficiency to zero and an unchanged report issued to the taxpayer. Termination procedures should not be used
because this requires the taxpayer's consent. If there are compelling reasons to continue the review (discussed below), the notice should be suspended with the approval of the Area Director or his/her designee. Examiners can use the following criteria to determine when to postpone an exam instead of applying the survey or no-change policy to an exam involving Combat Zone
personnel. This authority should not be delegated below the Territory Manager level. There is a compelling reason to continue an examination when one of the following is present: There is evidence of fraud, embezzlement, collusion, concealment or misrepresentation of facts; The no the case of the Combat Zone would result in serious criticism of the administration of tax law by
the Service; The non-modification or survey of the Combat Zone case would set a precedent that would seriously impede subsequent attempts by the Service to take corrective action; The determined or determinable tax results in an over-payment to the taxpayer in such a situation - issuing reimbursement Where there are compelling reasons, send a letter to the taxpayer
informing them that the examination action will be suspended until after their return from the combat zone. Inform the taxpayer that the deadline for the Service to conduct a tax assessment will be extended. In addition, inform the taxpayer that their time limit for taking certain steps with the Service will also be extended (e.g., filing any income, equity or gift tax returns; paying any
income, equity or gift taxes; filing a claim for credit or reimbursement of any tax). Generally, periods extend for 180 days after the taxpayer's last day in a qualified combat zone/dangerous service area (or the last day he or she has qualified service outside the qualified combat zone/dangerous service area). In addition to 180 days, a period is extended by the number of days left in
any period to take action when the taxpayer entered the qualified combat zone/hazardous service area; for example, the period for filing an individual tax return, which usually runs from January 1 to April 15. See Rev. Rul. 76-425, 1976-2 C.B. 447. You can refer the taxpayer to Publication 3, Armed Forces Tax Guide, for more information. For internal guidance, see IRM
25.6.1.10.2.9.6, Combat Zone. Request that the taxpayer notify the IRS when they return from combat service. These cases must be suspended using AIMS status code 38. See IRM 4.8.2.11, Suspense Cases, for suspense procedures. This section contains instructions for preparing reports when the taxpayer agrees with the responsibility proposed by the examiner. Some cases
are exempt from the procedures described in this section. See IRM 4.10.8.5.1. The regularly agreed report is designed to cover a three-year period and should include an adequate explanation (e.g. standard paragraphs or lead sheets, as discussed in MRI 4.10.8.12.4) to support the proposed adjustments. Generally, regularly agreed report forms require the signature of the
taxpayer and include a statement that the report is subject to acceptance by the Area Director (or comparable management level). Be very cautious in accepting exemptions where taxpayers have added writing other than their signatures. If possible, a new exemption should be obtained with only the taxpayer's signature. If this is not possible, all facts will be obtained to determine
the taxpayer's intent. Conditional declarations will invalidate an exemption. Field Review:Letter 4121, Transmission of the Agreed Review Report, can be used to mail taxpayers a report when they have that agree with all the settings. The response date added to letter 4121 is determined by the examiner on the basis of the facts and circumstances of the case. Where a taxpayer
does not respond to Charter 4121 within the requested time limit, the examiner should follow up with the taxpayer to determine whether nogressed case proceedings should be initiated. Office Review: If there are 240 days or more left on the statute of limitations, generally 915, Report Transmission Review, is used to issue agreed and un agreed reports. Update the ERCS action
code to 04 to track in 15 calendar days. If the taxpayer does not respond within 15 days, the examiner will prepare and issue Charter 1912, Transmission Review ReportIng Follow-up Letter, and update the ERCS action code to 07 for follow-up within 15 calendar days. If there are less than 240 days left on the statute of limitations, follow the procedures in MRI 4.10.8.12.1(4). The
authority to sign and issue 30-day letters (e.g. Charter 915) is delegated to group administrators. See Delegation Order SBSE 4.55, Thirty-Day Letter Signing Authority. Form 4549 is the basic report form for individual and corporate cases that are regularly agreed upon. Instructions for preparing Form 4549 are described below. Sections of the form that are not discussed are self-
explanated. Name and address: Enter the correct name and address of the taxpayer. When the case involves a deceased taxpayer, make sure you have entered the name correctly (see MRI 4.10.8.20.1). Taxpayer Identification Number — use the Social Security Number (SSN) if the person also has an Employer Identification Number (EIN). For joint returns, check the master file
to determine which SSN was used as the primary number for the years examined. Person with whom the test changes were discussed: Enter the name of the person with whom the changes were discussed. If you are a power of law or a corporate official, also enter the title. Sales tax period: Specify the taxable year for which the column applies. For the calendar, fiscal, and year
of week 52–53, display the end date of the year (mm/dd/yyyy). For a short period, display the start and end date. Income adjustments — list adjustments. Place a bracket around the dollar amount if an adjustment is in favor of the taxpayer. If there are more than sixteen settings type, see page __ on line 1(a) and use Form 4549–B, Income Tax Review Change Report, to list the
settings. Taxable income per return or as pre-adjusted: Enter the final figure calculated by the taxpayer in the last processed return or as calculated in a previously processed examiner's report, if applicable. If a mathematical error is discovered at the time of processing and corrected on campus, then the corrected figure must be entered here. Cross or add words as needed to
identify the figure you are using. Corrected tax liability: Identify how the tax was calculated (tax table, tax rate calendar, etc.), the state of (complete for individual returns only) and the amount of taxes. If an additional tax is applied such as the choice of parents to report the child's interest and dividends, the tax on the distribution of accumulation trusts, the tax on distributions of
sum to two, the maximum tax, etc., indicate on this line and attach a schedule showing the calculation of the corrected tax figure. Similarly, if the alternative minimum tax (AMT) is applied, attach a schedule showing the calculation of AMT credits. AMT. must include only non-refundable credits. Do not include credits such as earned income credits or excessive tax withholding and
FICA credits. Other taxes: include recapture taxes, self-employment taxes, etc. Attach the appropriate forms that detail the calculations. Do not include alternative minimum taxes on this line. Total tax shown on the return or as pre-adjusted— include the tax per return plus any additional taxes evaluated/decreased as reflected in a transcript. Adjustments — Any changes to special
fuels or prepaid credits must be reflected in this line. The calculation of any changes should be attached to the agreed report. Sanctions — IRC 6751(a) requires that sanctions be identified by the name of the sanction, the IRC section under which the sanction is imposed, and includes a calculation of each penalty in each notification (report) imposed by the sanction. The standard
explanations contained in the RGS should be used by all examiners. See Exhibits IRM Exhibits 4.10.10-1, Index to Standard Explanations, and Exhibit IRM 4.10.10-2, Standard Explanations, for a list of standard explanations. If the penalty cannot currently be calculated, place an asterisk in the line amount field and describe the calculation process in the Information Section of
Form 4549. IRC 6751(b) requires managerial approval for the assessment of most sanctions. Refer to IRM 20.1.5.2.3, Sanctions Monitoring Approval - IRC 6751 Procedure Requirements. Interest — IRC 7522 states that notices (including the first proposed deficiency letter that allows the taxpayer the opportunity for administrative review at the IRS Office of Appeals and legal
notices of deficiency) will describe the basis for, and identify the amounts (if any) of, the tax due, interest, additional amounts, tax additions, and evaluable penalties included in that notice. If an examiner is unable to calculate interest, as in the case of restricted interest, he or she must provide a comment in the Other Information section of Form 4549. See IRM 4.10.8.15.3.4 for



examples of comments for cases of restricted interest. In general, IRC 7522 is satisfied if the notice or report includes the following statement: Interest, as required by law, will be charged on the amount not paid until paid in full. Other Information Section — See IRM 4.10.8.4.3 for additional situations when comments in the Other Information section apply. Examiner signature: A
digital signature is acceptable as long as IRM 4.10.1.4.4, Digital Signatures procedures are followed. Letters, forms and other documents digitally signed to the taxpayer and/or representative must be a graphical image of the signer's handwritten signature instead of the signer's SEID. Form 9984 must adequately document actions related to reporting. When issuing reports, be
sure to include: Date(s) of notice(s), Method of delivery of notice (i.e. personal delivery, regular mail, certified mail), Person(s) Person(s) notices, Items included in the delivery (i.e. letter, report form, publications, etc.) An information report is only a completed Form 4549 that does not propose a tax obligation. Provides information about a taxpayer to the taxpayer or others who
need this information. The report should be labeled AS INFORMATION ONLY. Information reports are generally submitted in relation to offers in commitment and requests for information from Headquarters and other Area offices. Declarations should be included in the Other Information section of the report as needed. The following are examples of situations that require a
statement to clarify the results of the review: Statement on corrected or revised reports such as This report replaces the dated report ______; Attachment references; If there is an increase or decrease in personal portfolio corporation tax or accrued earnings tax, type Additional tax due or Net Oversesesation and the dollar amount under the appropriate column and explain the
change in an attachment; Statements concerning the provision of amended claims or returns, as discussed in IRM 4.10.8.10.6; Declaration concerning the application of any sanctions or additions to taxes (or reference to attachments) that are not otherwise contained in the report. Include the IRC section, the title of the penalty, and the dollar amount; Statements Concerning the
Determination of Innocent Spouses (IRM 25.15.6.10.1, Pre-Evaluation determination and reporting); Statement on the applicability of interest where the examiner cannot calculate the interest on the report, such as Interest, as required by law, will be charged on the unpaid liability until it is paid in full. Statements concerning IRC 6404(g) (provisions on suspension of interest) and
the date on which the notice was provided, when applicable (see IRM 4.10.8.15.13). Statements concerning the applicability of IRC 6601(d) for cases of restricted interest. See IRM 4.10.8.15.3.4 for examples. Statements regarding the applicability of IRC 6621(c) for large corporate payments. See IRM 20.2.5.8, Large Corporate Payment (LCU), for rules and requirements in
applying this fee. IRC 6621(c) previously concerned the interest of transactions on tax grounds (TMT), and was repealed for declarations with due dates (regardless of extensions) after 31 December 1989. See IRM 20.2.5.9, Taxes for Motivated Transactions (TMT) Interest, for the applicability of this 120% rate for refunds with due dates prior to January 1, 1990. Statements
concerning the applicability of the component of interest 50% on the penalties for negligence and fraud provided for in IRC 6653 for tax returns due after 31 December 1981 and before 1 January 1989. See IRM 20.2.5.3, Interest on Penalties and Additions to Tax, for more information on the applicability and calculation of this component of interest. For returns expired after
December 31, 1988, this additional interest component of 50% was repealed. Form 4605, Exam Changes Fiduciaries, S Corporations and Interest Charge Domestic International International Sales Corporations, is the basic report form for use in these cases. Form 886–S, Member Income Shares, Deductions and Credits, and Form 886–X, Shareholder Income Shares,
Deductions, and Credits, are forms used to identify partner and shareholder-level adjustments for each year in which a change in non-TEFRA exams is recommended. Form 886-Z, TEFRA Partner Revenue Actions, must be printed only for the case file. Reflects property percentages that are not on Form 886-S or Form 886-X. See IRM 4.31.2, TEFRA Examinations - Field Office
Procedures, and IRM 4.31.5, Investor Level Statute Control (ILSC) Examinations - Field Office Procedures, for the working procedures of a key TEFRA or non-TEFRA case and related investors. See IRM 4.31, Step-through Feature Manual, for procedures. TEFRA procedures do not apply to companies S for fiscal years beginning after 31 December 1996. The Small Business
Employment Protection Act of 1996 removed S companies from TEFRA's special audit provisions for fiscal years beginning after December 31, 1996. All S-company exams with fiscal years that begin after that date must follow non-TEFRA procedures. See IRM 4.31.5.6, S Corporations. Although the TEFRA rules of corporation S will not apply, a corporation S may own a
company. The company will be TEFRA, so corporation S can be part of the TEFRA procedure. Form 886–S, Form 886–X, and Form 886–Z must clearly reflect corrected income items, separately declared items, and other items that will be adjusted at the investor level. See Exhibits TEFRA 4.10.8-1, Non-TEFRA Reports and Exhibit TEFRA 4.10.8 to 2, TEFRA Reports, for
reporting resources. Charter 921, Transmission Report for non-TEFRA Association, Fiduciary, &amp;S Corporation, is a letter of transmission of reports for cases of non-TEFRA companies, trustees and S corporations. The following instructions are for preparing Form 4605. If a section of the form is not addressed, then it is self-explanatory. This section applies only to non-TEFRA
entity cases. Name and Address: Displays the current address. Line 1 — Adjustments to ordinary income, net distributable or taxable: cross out words that do not apply. After the year, enter the tax period to which the column applies. Line 1a to 1g — list settings. Place a bracket around the amount of dollars when an adjustment is in favor of the If there are more than seven
settings, type View page __ on line 1a and use Form 4549–B. This report should only reflect: separately declared items that have been adjusted in amounts and/or all separately declared items affected by a change in the allocation percentages to investors. Lines 2, 3, and 4 — strikethrough text that does not apply. Line 5, Other Adjustments — this section applies to adjustments
that do not affect ordinary, net distributable or taxable income. For example, a change in contributions or benefits distributed to partners. Identify the fitted elements on lines 5a and 5b. When there are more than two such settings, use the Form 886–A, Item Explanation, or Observations section. Comments — Include any additional information that may be necessary to clarify the
settings and other elements contained in the report. In certain circumstances, a Corporation S pays taxes on incorporated earnings or excessive net passive income. IRC 1374 and IRC 1375 are taxes imposed at the S Corporation level and do not flow through shareholders. This section covers the forms used when a deficiency or overesessment is recommended directly against
corporation S or if it is a claim. Deficiency, overesession or claim — These results must be presented on a Form 4549. See IRM 4.10.8.4.1 for instructions on preparing Form 4549. In some cases a deficiency (e.g. the built-in income tax) may be present, an envelope. In this situation, both Form 4549 and Form 4605 must be prepared together with Form 886–X. If a Corporation S
becomes a taxable entity, two reports are required: a Form 4549 is required to show the taxable income of, and any taxes owed from the corporation. Form 4605 and Form 886–X are required to remove income items and items declared separately from shareholder statements. References for company level tax S - No TEFRA are as follows: IRM 4.10.1.2.1.5, Right to appeal an
IRS Decision at an Independent IRM Forum 25.6.22.6.3, Subchapter S Corporations (Non-TEFRA) S Corporation &amp; IPG Cooperatives In the event of a change in the accounting method by a company or corporation S, the adjustments required by IRC 481(a) shall be made in the return of the company or corporation S. However, the tax limitations provided for in IRC 481(b)
shall apply at the partner/shareholder level. IRC 481(b) applies to a partner/shareholder whose income is increased by more than $3,000 as a result of an IRC adjustment 481(a) to the company or to the ordinary income of the corporation S. See Exhibit 4.10.8-3. In addition, see IRM 4.11.6, Changes in Accounting Methods Form 4605 is the case basic report form of the regularly
agreed National International Interest Charge Sales Corporation (Form 1120–IC DISC). Form 886–Y, Exam Changes: The Shareholder Participation of Distributions of the National Considered and Actual International Sales Corporation, is prepared together with Form 4605 for each year in which a change is recommended to display the corrected Distribution Schedule. The reports
used for fiduciary cases are: Deficiency, over-assessment or claim: results must be presented on a Form 4549. Distributions to beneficiaries: Changes should be reflected on Form 4605. Form 886-W, Distribution of Income Shares and Beneficiary Credits, must be prepared for each year in which a change is recommended. Form 886–W is used to show the each beneficiary's
share of fiduciary income and credits. Where the two situations described in paragraphs (2) and (3) occur, the instructions in both paragraphs should be followed. Inform taxpayers that the agreed case is subject to review and once accepted, they will receive Charter 987, Agreed Income Tax Change, indicating that the case is closed. Examiners will prepare Charter 987, which is
signed by the group administrator, and leave it undated and in the case file (with a copy for the file). The contact information in letter 987 can be completed with the examiner's name or the name of the group administrator. Write down the PCC Letter Instructions section of Form 3198Acorded - Letter 987 . CCP will be responsible for mailing the letter. Letter 1002 is used in place of
letter 987 for the agreed cases of the non-TEFRA S Corporation and the association entities. When the taxpayer accepts the proposed adjustments, but the test results are subject to additional review or processing or some other condition, the taxpayer may waive the legal restriction on the evaluation and collection of the tax deficiency. Signing the exemption stops the execution
of interest 30 days from the date of receipt if the evaluation and payment notice are not made within the 30-day period. The signing of the exemption does not preclude the assertion of a new deficiency by the Commissioner or an application for further consideration of the issues by the taxpayer. That is, the case is excluded from the application of the reopening criteria of the case.
Partially agreed corporate and individual cases; Claims allowed in whole or in part in a partially agreed case if there are agreed adjustments in addition to the claim; When an envelope stopped in a statement and a proposed deficiency in a related return is the result of the change in income or expenses (whipsaw problems); Excepted fiduciary cases; Form 1120S for a case of
corporation S in which the provisions of the small corporation of small enterprises of the Internal Revenue Code (Subchapte S) are not applicable; Agreed report forms are used in cases involving the conversion of a statement from Form 1120S to Form 1120. Cases involving dividends for personal holding failure; Cases of the Joint Committee; Transferor: transferee cases;
Nogreed cases requiring a Preliminary Charter (30 days). The 870 series forms are used to indicate that the taxpayer is renounting the legal restriction on the evaluation and collection of the tax deficiency. Form 870, Exemption from Restrictions on The Assessment and Collection of Tax Deficiency and Acceptance of the is generally used in place of Form 4549. Form 870–PT/LT
— TEFRA agreement forms are used in place of Form 4605. Instructions for 870 series forms: Date of receipt: Enter the date of receipt. Name and address: Enter the correct name and address of the taxpayer. Social Security or Employer Identification Number — use SSN if the person also has an EIN. On joint returns, show the number that corresponds to the first person Return.
Tax year completed (enter each on a separate line): Calendar year — show end date, Fiscal year — show end date, Short period — show start and end dates, and Period from 52 to 53 weeks — show the last day of the period. Tax — enter the additional tax amount, as agreed, on a line separated by years. When prepayment credits are adjusted, the exemption will show the
amount of the deficiency before the proposed change in prepaid credits. This is because changes in prepayment credits can be evaluated without deficiency procedures. For clarity, an explanation or Form 4549–A must accompany Form 870. Sanctions: Enter the penalty or penalties as agreed separately by year and by section of code. Taxpayer Signature — see the instructions
on the form. Reports/waivers of the evaluation of joint declarations will require the signature of both spouses (or authorized power(s), if applicable), unless the deficiency is paid in full. We will continue to follow current procedures when the taxpayer's full payment, apart from the payment designated as a 6603 deposit, will be considered an agreement to the deficiency. See IRM
4.10.8.2.4.2. When the full payment is not received, and only a spouse signs the waiver, nogressed procedures must be followed for the spouse who does not sign. In addition, the account of the spouse who agrees must be evaluated using MFT 31 procedures. See IRM 4.10.8.12.3. This section includes general instructions for preparing reports for partially agreed cases. Partially
agreed cases are exempted in agreed cases as described in MRI 4.10.8.5. Once the partially agreed report has been prepared, the non-extended case procedures apply to the remaining issues. A partially agreed case contains more than one issue on which at least one issue is agreed and the taxpayer does not agree on at least one issue. Examiners should refer to IRM 4.4.12,
Examined Closings, Surveyed Claims, and Partial Assessments for partial evaluation procedures, including preparation of Form 5344. The partially agreed package sent to the PCC includes: Form 3198, annotated Requested Partial Assessment and in the Other Instructions section, Fax Back when completed. Exemption and copy of report Form 5344 with the results of the partial
agreement Copy of the first page of the tax return with a transcript of IMFOLT or BMFOLT. The letters, reports and forms necessary to close a partially agreed individual or corporate case are as follows: the 1967 letter, Partially Agreed Case Letter, is used to transmit and explain the examination reports necessary for a partially agreed case. The Form should be prepared using
only the agreed settings. The calculated additional tax will be reflected on Form 870. Indicate Agreed Issues at the top of Form 4549–A. Form 4549–A, which reflects agreed issues, should be included in the case record as a working document to document the tax calculation shown on Form 870. Form 870 is used when there are no TEFRA issues involved. A second form should
be prepared to show agreed and un agreed adjustments. An asterisk must be placed in front of the letter for each agreed setting. The Total tax by return line or as previously adjusted includes the tax on the agreed adjustments. The Other Information section should contain the following statement, These settings have been agreed upon. The taxpayer agrees to the adjustments
indicated as agreed, and the applicable deficiency is being evaluated and included in the Total Tax as Pre-Adjusted. Lead sheets should be attached for all non-performing issues that have not yet been submitted and procedures should be followed for non-performing cases. See IRM 4.10.8.12.4. Form 3198 must be outside the case file specifying Partial Agreement. Form 870
must be processed prior to the issuance of the 30-day letter for nogreed issues. Letter 921 transmits Form 4605, for the non-taxable yields of the passing entity when adjustments are made to the entity's declaration (both agreed and not completed). Include Form 4605 to reflect adjustments made to the entity's ordinary income/losses and separately declared income, losses,
deductions, and credits items. A non-taxable passing entity indicates the agreement by having an authorized person sign Form 4605; however, the signature at the entity level is not binding. Therefore, an agreement (or partial agreement) must be obtained at the investor level. Partial agreements are not processed into non-taxable pass-through entities. See IRM 4.31.5, Review of
Investor Level Statute Control Examinations (ILSCs) and Field Office Procedures for detailed information on transfer entities. The procedures for the processing of a partially agreed company S or a fiduciary case that is taxable are the same as the procedures for individual and company cases described in IRM 4.10.8.6.1. Charter 921-L, Transmission Report for The Non-TEFRA
Association, Trustee, S Corporations &amp; Interest Charge Domestic International International Sales Corporation (DISC), is used to transmit Form 4605 transfer audit settings to investors. The agreement (or partial agreement) must be obtained at the investor level. Partial agreements are not processed in a National International Interest Charge Sales Corporation. The cases
excluded from partial evaluations are: cases of the Joint Committee and cases requiring the review of the Chief Counsel; Cases for a specific year with agreed tax reduction issues and problems of nogreed tax increase, with an apparent net overall deficiency; Several years in which a combined net global deficiency is even though the agreed outcome for one or more years would
be an over-assessment; Cases with files in the U.S. Tax Court. Delinquent returns secured after the posting of a TC 150 SFR when there is audit potential, but the tax per return is zero (before withholding and/or refundable credits). If a partial assessment was not processed because the tax was zero, the figures per report return will be the amounts shown the taxpayer's return.
See IRM 4.4.9.7.5, Delinquent Return Secured by Examination After TC 150 SFR, With Audit Potential - Final Closing Package (Partial Assessment Processed), for additional information. The allocation of partial oversessions should not be done routinely, but only if the facts and circumstances justify such an action. The fact that a partial review is permitted must be a matter of
judgment and discretion. The approval of the group manager will be obtained prior to the assignment of a partial overesessura. The group manager's attendance will be documented on Form 9984. A partial overestestation will only be carried out if there has been agreement on the issue(s) that give rise to the envelope. These cases are generally divided into the following
categories: Cases for a specific year involving two or more tax reduction issues; Cases of a specific year that include a number of issues, both tax reduction and tax increase, provided that the overall result, after giving effect to tax increase issues, is an overall assessment; Cases involving more than one year if the net result is an oversteer. The following are examples of partial
overeseses that could be made for the situations listed above: Allowing an agreed tax reduction issue results in an envelope. A controversial tax reduction issue for the same year, if permissible, would result in an additional overestestation of $10,000. A partial allocation could be made reflecting an overestestation not exceeding $15,000. A one-year case involves two tax reduction
issues, one of which is challenged, and two tax-up issues that may or may not be challenged. Allowing one of the agreed tax reduction issues results in a net overesertion of $50,000, after considering compensation adjustments for the two tax increase issues. A partial envelope could be made not exceeding $50,000. There is a proposed nogressed deficiency of $40,000 for 2002,
but a full deal for an overassesment of $70,000 for 2003. A partial overstation of not more than $30,000 ($70,000 to $40,000) could be made by 2003. When closing a multi-year case containing at least one agreed/unchanged year and a non-large year, examiners should divide the case into an agreed/unchanged case file and an unaceded case file. Agreed and un agreed files
must remain together and be sent to the Technical Services in State 21. Each year they will be moved in RGS CEAS using two separate actions (explained in (3) below) to the appropriate RGS group code. RGS group codes change periodically changes are communicated to the field of the RGS website. Once a multi-year case is divided, divided years can no longer be treated as
a case within RGS. Agreed and unaceded years can eventually be divided, so examiners must move unac agreed and agreed/unchanged years to the RGS file server in two separate actions. See CEAS and Split Case Files for how to split a RGS. Partial assessments of individual fiscal years with agreed and nogreug issues must still be completed by the Field, as indicated in the
direct shipping instructions issued to the areas as part of the PCC application. In the absence of a quick or rapid assessment of a case with a short statute (14 days or less remaining in the law), the Field will not require any other partial assessment. If ungraved years are protested, the case must have 30 days plus the minimum number of days required by Appeals in law when the
group is closed. See IRM 4.10.8.12.1(1). An amended statement (Form 1040X or Form 1120X) is not necessarily a formal claim. To be a formal claim, the taxpayer must request a refund of the taxes paid. A reduction claim refers to an accounting decrease in fiscal responsibility. Claims of this nature, whether filed on Form 1040X, Form 1120X, or Form 843, are treated as
reduction claims. If an examiner is assigned a case in which the taxpayer has requested an audit review, the examiner should also refer to IRM 4.13.4, Area Office (AO) Examination, for the drafting of reports, letters, and procedures to follow. Supplementary reports are prepared for reductions (reduction) of previously assessed (but unpaid) taxes. These types of reports differ from
reports prepared for claims in that the supplementary report reduces taxes that have been evaluated but not paid. In such cases, any over-examination shown in the Supplementary Review Report shall not be reimbursed to the taxpayer; instead, the existing balance due will be reduced or eliminated. This point must be clearly explained to the taxpayer. When preparing a report for
a reduction claim due to an audit review, the Amounts By Return or as previously adjusted for both taxable income and tax are the amounts shown in the previously evaluated report, as confirmed by a transcript. You do not need to repeat the settings made above. Include only adjustments made in the previous report or deficiency notice based on additional information received.
The Other information section of the report should indicate Supplemental Report — Reduction of previously assessed tax. A reduction in previously assessed sanctions should be clearly explained to minimize confusion. For example, if a fine related to the accuracy of $500 was assessed, and the examiner later determines that the correct fine is $200, the Supplemental Report
must show a penalty amount of ($300). The Other Information section of the report should explain the reduction as follows: A calculation must be provided every penalty that is lowered. Since a taxpayer's request for unpaid tax reduction does not constitute a valid claim within the meaning of IRC 6511, Form 3363, Acceptance of the proposed notion of the claim for repayment or
credit, Form 2297, Legal Notification Waiver of Claim Disauthorization, and Letter 569, Full/Partial/Partial Preliminary Claim Letter, cannot be used as the taxpayer has no judicial rights. Instead, the following procedures should be used for reduction requests: letter 693, Response to the request for reconsideration of the evaluation, should be used for non-modification, partial
allocation and allocation in full determinations. Prepare and mail Letter 693 to the taxpayer and keep a copy for the case file. Reductions due to audit reviews have certain appeal rights and use different letters. See IRM 4.13.4, Area Office Examination (AO). Form 3198 must be recorded as a Supplemental Report - Reduction of Pre-Assessed Tax if the informal claim is permitted in
whole or in part. In all cases, an annotation should be made indicating the letter number and date it was issued. A statutory Notification Audit Reconsideration case is one in which the taxpayer received a notification of deficiency (determination) and requests a reconsideration of the deficiency (determination). It is a priority case and must be closed again through technical services.
Do not suspend or extend the 90- or 150-day period to apply for the Tax Court. Due to time constraints, the taxpayer should be informed that the statutory notification period cannot be extended by submitting information or by auditing. The taxpayer is responsible for filing a petition before the expiration of the Statutory Notification period if he or she does not agree with the
adjustments or results of the audit review. Any communication to the taxpayer must include the following statement: Reconsideration of your case will in no way serve to suspend or extend the 90-day period in which a request for further determination of the proposed deficiency may be filed with the Tax Court. Audit reports should be prepared on the basis of the taxable statement
of the transcript and tax per return or as previously adjusted prior to the legal notice. In the Other Information section of the review report, make the following observations: This report is only a supplement to the deficiency notice. It is not a substitute for the previous report and does not serve to extend the 90-day deadline for filing a petition with the United States Tax Court. If you
do not agree with these adjustments, we may need to evaluate the tax in the Deficiency Notice. In addition, clauses of 45 days or subject to the Area Manager should be deleted in the supplementary reports. Clearly label the top of the revised report as a Supplement to the Deficiency Notice (Determination). Date of the supplementary review report with the current date. The you
can get signatures on a taxpayer audit report at the time of the audit reconsideration interview, but you should not issue a cover letter. The 90-day Coordinator/Reviewer is responsible for verifying the accuracy of the audit report before the Supplemental Notice and appropriate closing letters are mailed to the taxpayer. If the information results in any deficiencies and the Technical
Services busy, the taxpayer will be by 90-day coordinator/reviewer that there is no need to file a petition with the Tax Court. If the information does not result in any change in the deficiency notice, no report is given to the taxpayer and the examiner will respond accordingly to the 90-day note from the Technical Services. The 90-day Coordinator/Reviewer will issue the appropriate
letter to the taxpayer. If the information results in a partial decrease, signed agreement and technical services agree, the taxpayer will be informed by 90-Day Coordinator/Reviewer that there is no need to file a petition with the Tax Court. If only one spouse signs the report, and the filing status is Married Filing Joint (MFJ), an MFT 31 evaluation will be made on the taxpayer signing
the report. If the information results in an increase in the deficiency notice, the deficiency line of the supplementary report should be labeled Limited to the amount on deficiency notice (determination). The amount assessed from the revised Notice may not be greater than the amount of the original Notice. An additional notice of deficiency for the increase in deficiency should be
considered if the status of limitations on evaluation remains open and no petition has been filed with the Tax Court. A review report is used when a taxpayer's books and records are re-examined as a result of the Service commensing the action using the case reopening criteria set out in Policy Statement 4-3. See IRM 1.2.1.5.1, Policy Statement 4-3 and Rev. Proc. 2005–32.
When a contact falls under reopening criteria, prior approval must be obtained using Form 4505, Reopening Memorandum, before starting the exam. Use the appropriate forms for the entity and the type of closure. Once ready, type Reopen in uppercase at the top of the report. Prepare the report as you would with a supplementary report. In the Other Information section, the
Status This report complements the report with date mm/dd/yyyy. Re-examination reports require special processing. Form 3198 must be noted as a Reopening Case. A review report should not be used for a reconsidered closed deficiency assessment at the taxpayer's request (audit reconsideration). See IRM 4.10.8.8. Claims may be related to any item of income, loss,
exclusion, deduction or credit involving a tax refund. Claims may be filed by using the following forms: Refund And Reduction Request Claim, Form 843, Amended Return (specified on the tax return), Modified U.S. Individual Tax Return, Form 1040X, or U.S. Corporation Income Tax Return, Modified U.S. Tax Form, Form 1040X, or U.S. Corporation Income Tax Return, U.S.
Corporation Form An informal claim is one that is filed by the taxpayer either on a non-standard form (written application) or by some other means if the required elements are identified, i.e. fiscal year, identification number, requested refund and reason. A reduction claim is not an informal claim. Examples of informal claims are signed on Form 870 or Form 4549 for an
overesessity, letter sent by the taxpayer a refund or oral statements made to an examiner or other service representative. There are four possible outcomes when a complaint is examined. The claim may be: Allowed in full, Not fully permitted, Partially permitted or compensated for other adjustments. Before preparing a report on a case involving a claim, examiners must have a
current transcript of the taxpayer's account. If the claim is the result of a prior audit or evaluation, 300 TCs or 290 TCs with a dollar amount will be recorded. The figures as adjusted shown in the original report will be used as a starting point. If the service center has already allowed the claim, 291 TC 291s will be recorded with a dollar amount. If the claim is fully permitted, Charter
570 will be prepared to notify the taxpayer of the findings. Since receipt of letter 570 by the taxpayer constitutes a closed case (subject to the reopening criteria of the case), the letter should generally not be provided to the taxpayer until the entire case is ready to close. If the claimed amount has already been refunded to the taxpayer by the campus, the examiner will close the
case as a regular case of no change. Although the issues indicated in a claim are permitted in their entirety, if compensatory adjustments are proposed to reduce the refundable amount, the claim will be treated as a partially or fully unauthorized claim. Procedures for claims not permitted in whole or in part will be followed. Where a claim is not allowed in whole or in part, the
examiner shall prepare the following: Letter 569, Form 2297; Form 3363; and Form 4549 if additional taxes are due or there is a partial deauthorization. When a claim is not allowed because the taxpayer did not appear for an interview or to justify it, the following explanation will be displayed at the end of letter 569: No basis has been presented for the allocation of the claim. Form
2297 applies in all cases where there is a total or partial disallowment of a formal claim. IRC 6532(a)(3) provides that a taxpayer may file a written waiver of the requirement that a notice of disallowment of a claim in whole or in part be sent by registered or certified mail. The effect of that exemption is to begin the enforcement of the two-year period for the filing of an action on the
complaint from the date on which the exemption is filed. Therefore, Form 2297 achieves the same purpose as a notice of unauthorizedization of a claim by registered or certified mail, except that it does not affect the six-month waiting period required by IRC 6532(a) before filing a refund claim [Treas. Reg. 301.6532–1(c) - Periods of taxpayers' demands]. Because Form 2297
constitutes a waiver only of legal notice sent by registered or certified mail, an exemption form (Form 870, Form 4549, or Form 3363) is required in addition to Form 2297 if there is a partial overevaluation or if an additional tax is assessed. Form 2297 must be included in the case folder in the same way as other waiver and acceptance forms. Where claims for several years are
Form 2297 covering each year must be associated with the amended claim or statement covering the most recent year. Since Form 1045, Request for Tentative Refund, and Form 1139, The Corporation's Request for Tentative Refund, are not considered Claims, it is not necessary to use Form 2297 where the previously refunded tax is collected. If the provisional refund is
determined to have been unjustified or excessive, the Service has three options: Treat the over-refund as a mathematical error and evaluate and collect it immediately under the authority of IRC 6213(b)(3), Issue a deficiency notice pursuant to IRC 6501(h), or File a lawsuit against the taxpayer to collect the erroneous refund under IRC 7405(b). Form 2297 should not be
guaranteed in cases requiring consideration by the Joint Committee. See IRM 4.36.3.2.9, Claim for disallowment in agreed cases. Name and address: Enter or enter the taxpayer's name and address; include the SSN or EIN. Taxable Period Completed — List each year for which a claim has been filed and disallowed in part or in its entirety on separate lines as follows: Calendar
year — Show end date (12/31/01) Fiscal year — Show end date (6/30/01) Short period — Show start and start date (A) 12/31/01) end date (1/1/01 – 9/30/01) 52–53 Year of the week — Show the last day of the year (5/25/01) Tax rate — show the type of tax covered by the return under review, such as income, heritage, gift, or employment tax. You do not need to display the form
number of the statement under review or identify the type of income, such as individual income or corporate income. The amount of claim information must be entered as follows: When a Form 843, Form 1040X, Form 1120X, or an informal claim indicates a defined dollar amount, enter the amount in the claim amount space. When a modified return shows the corrected tax
calculation, enter the difference between the corrected amount calculated by the taxpayer and the tax as shown in the original return in the claim quantity space. When a claim is filed for $1 or more and no details about the amount of income reduction are displayed, enter $1 as the claim amount. When details about the amount of the revenue reduction are displayed, but the
calculation of the tax refund amount is not shown in the claim, calculate the amount of the claim based on the reduction in the income shown by the taxpayer and enter this figure as the claim amount. 1. A taxpayer is required to provide a claim amount Bond Regulations No. 301.6402–3(a)(5), which establishes, An amended return or return shall constitute a claim for
reimbursement or credit if it contains a return setting the amount determined as an overpayment and advising whether that amount will be reimbursed to taxpayers or applied as a credit against the taxpayers' estimated income tax for the taxable year immediately occurring in the taxable year for which the return is filed (or amended return). 2. A claim amount of $1 may be
acceptable for protective claims. The concept of a claim is well established, although this term is not used in law or regulations. Protection claims are often filed to preserve the taxpayer's right to claim a refund when the taxpayer's right to reimbursement is contingent on future events and may not be determinable until after the limitation period expires. See IRM 21.5.3.4.7.3, Claims
of Protection, which indicates that a claim for protection is based on an expected change in tax law, other legislation, regulations or jurisprudence. A general claim should not be considered a valid protection claim for processing purposes of the Service simply because the taxpayer labels it as such. See Nucorp, Inc. v. U.S. 23 Cl. Ct. 234, 67 A.F.T.R.2d 91-1256, 91-1 USTC P
50,235. 3. In general, a valid claim for protection must (1) identify the contingency affecting the claim; (2) be sufficiently clear and defined to alert the Service to the essential nature of the complaint; and (3) identify a specific year or years for which reimbursement is requested. The claim may be a valid claim for protection, even if you do not indicate all the facts necessary to prove
that the taxpayer is entitled to a refund. The Service has discretion in deciding how to process protection claims. In general, it is in the interest of the Service and taxpayers to delay action on protection claims until the pending litigation or other contingency is resolved. Once the contingency is resolved, the Service may obtain any additional information necessary to process the
claim and then reject or permit the claim. When a claim is filed for the total amount of taxes paid, enter the total tax amount shown on the return. When a claim is filed for the amount that is due and no details are displayed and no calculation can be made, enter indeterminate in the claim quantity space and explain in the Other Information section of Form 4549. When the details
are displayed and a tax refund calculation can be performed, enter the calculated figure. Amount of Claim Not Allowed — See Exhibit 4.10.8-4 Signature — see instructions at the bottom of the form. Form 3363 shall be used in agreed cases where a Form 843 or an amended declaration is not permitted in whole or in part and no other adjustments to tax liability are required. In an
agreed case in which the claim is being disavowed in whole or in part with additional adjustments to the tax obligation, both Form 3363 and an examination report must be secured. See IRM 4.10.8.10.6.1 for information to be included in the observations section of the report. Form 1045 and Form 1139 are not Claims. Form 3363 is not used to reflect any collection of the
previously refunded tax. Name and Address : enter or enter the taxpayer's name or address; include the SSN and EIN. Year or Period — List of each year for which a claim has been filed in separate years as follows: Calendar year — show end date (12/31/01), Fiscal year — show end date (6 /30/01), Short period — show start and end date (1/1/01 – 9/30/01), 52–53 52–53 Year
— display the last day of the year (5/25/01). Claim Date Filed: Enter the date of Form 843 or the amended return has been filed. Tax type: Enter the type of tax covered by the tax code under review, such as income, equity, donation, or employment tax. You do not need to display the form number of the statement under review or identify the type of income, such as individual
income or corporate income. Claim Amount: Enter the amount of the refund requested in the claim (Form 843, Form 1040X, Form 1120X, amended return, or informal claim) filed by the taxpayer. Claim quantity not allowed: Enter the amount of the claim not allowed according to the inspection report. Allowed claim quantity: Enter the amount of claim allowed by the exam report.
Signature: See the instructions on the form. When a claim is not allowed in whole or in part in a nogreed case and there are no other adjustments, complete the top of the report for non-transgressed cases. See IRM 4.10.8.12. IRC 6402(l) requires an explanation of the reason for the disallowing of the refund. In addition, an appropriate statement on the disallowment of the claim
should be included in the Other Information section. See IRM 4.10.8.10.6.1. Where a claim is allowed in whole or in part in a partially agreed case with other adjustments, complete Form 4549–A. A statement, concerning the provision of the complaint, should be included in the Other Information section. Where a claim is allowed in its entirety in a nogreed case with the proposed
deficiencies, complete Form 4549–A. A statement, concerning the allocation of the claim, will be included in the Other Information section. Claim allowed in full: On (date) you filed Form 843, Form 1040X, Form 1120X, or an informal claim for a refund of $(quantity) per (year). As a result of our review, we allow your claim in its entirety, as shown in this report. Claim allowed in full
but offset by other adjustments: On (date) you filed Form 843, Form 1040X, Form 1120X, or an informal claim for the refund of $(quantity) for (year). As a result of our review, we allow your claim in its entirety. However, the total amount of the rebate is increased or decreased with other adjustments shown in this report. Claim allowed in the Party: On (date) you filed Form 843,
Form 1040X, Form 1120X, or an informal claim for a refund of $(quantity) per (year). As a result of our review, we allow your claim in part, as shown in this report. Claim Rejection: On (date) you filed Form 843, Form 1040X, 1120X, or an informal refund claim of $(quantity) per year. Each claim rejection statement must have a concise statement of the issue and the authority to
reject the claim. For example: As a result of our review, we have disallowed your claim. Uns required education expenses in your current employment are considered personal and are therefore not deductible as a business expense. See The Rules of Betrayal 1.162–5. Taxpayers will be invited to file claims in the following types of cases if the claims are no longer covered by
claims: cases that will be referred to appeals in the 90-day state when a period of less than 120 days remains to allow overestestation. Appeals may accept such a case without a complaint if approved by the Appellate Area Director. Cases involving proposed overeseses that exceed $100,000, regardless of the time remaining in the limitation period for scheduling review. Cases
referred to the Headquarters Office, regardless of the number of envelopes of those involved, if 30 days or less remain within the legal deadline for submitting the programming. The number of cases requiring an invitation to a claim will be limited because the Service considers an exemption in the Form 870 or Form 890 series to be a valid claim for reimbursement when the
taxpayer accepts a Service as explained in IRM 25.6.1.10.2.6.2.2(3), Forms prescribed to modify an original tax return or reduce an already paid fine. When a taxpayer is invited to file a claim, a separate Letter 897, Letter of Invitation of Claim, must be sent for each taxable year that needs protection. There are certain periods of time in which the Government retains taxpayer's
money without paying for its use, as required by the following: IRC 6611(e)(1) prohibits the payment of credit interest to the taxpayer if an overpayment is refunded within 45 days of receipt of an original return or return claim. See IRM 20.2.4.7.5, 45-Day Rule. With respect to delinquent returns, IRC 6611(b)(3) provides that no credit interest will be permitted or paid for any day
prior to the date the return is filed. See IRM 20.2.4.3, Availability dates for overpaid payments. Regulation 301.6402-3(a)(5) provides that the allocation of interest is prohibited when a notified overpayment is applied in a declaration or declaration amended as credit by choosing the estimated tax for the following year. Examiners should ensure an adequate interest calculation when
an original return has an overpayment and the taxpayer chose to apply all or part of the overpayment shown by their return to their estimated tax for the following fiscal year instead of taking a refund. Reverend Rul. 99-40, 1999-2 C.B. 441 maintained if an overpayment claimed in a return is credited to the estimated tax for the following year, interest shall apply in that part of a
subsequent impairment for the year of repayment of overpayment that is less than or equal to overpayments from: (1) the date on which the Refund Service refund service on overpayment without interest; or (2) the date on which overpayment is applied to estimates of the following year. Any remaining part of the deficiency will be assessed from the original tax maturity date for
the overpayment return year. The potential 99-40 cases are those with a TC 830 or TC 836 in the module. In general, the PCC will not apply the provisions of R. Rul. 99-40 unless advised. The examiner must mark Form 3198 of the potential interest relief for Reverend Rul. Rul. The examiner must include Form 2220, Insufficient Payment of Tax Estimated by Corporations, or
Form 2210, Insufficient Payment of Tax Estimated by Individuals, Assets, and Trusts, (next year) in the case file that provides a schedule of estimated tax payments required for the following fiscal year and related transcripts. The Internal Revenue Code establishes a method by which a personal holding company may, in certain circumstances, be exempted from the payment of a
tax liability imposed on personal holding companies. In any case in which a deficiency in the personal portfolio company tax, to which the taxpayer agrees, is disclosed to the taxpayer, the benefits granted by IRC 547 shall be explained to the taxpayer. If the taxpayer decides to make a profit distribution in order to secure a credit against the liability, the taxpayer will be informed
that liability may be established by executing an informal agreement under IRC 547(c)(3) on Form 2198, Determination of Liability for Personal Holding Company Tax, or by entering into a final closing agreement on Form 866 , Agreement on the Final Determination of Fiscal Responsibility. Use of Form 866 is generally limited to litigation cases. Form 2198 should not be accepted
unless all items related to the personal holding company's tax liability and other income tax obligations are agreed upon and Form 870 is signed by the taxpayer. Unless there is sufficient time to make an evaluation under IRC 6501, Form 2198 or Form 866 must not be approved (in addition to the 120-day period to file a Form 976, Claim for Deduction of Deficiency Dividends, or
Credit or Refund by a Personal Holding Company, Regulated Investment Company, or Real Estate Investment Trust). Form 2198 may be approved if taxpayer consent is guaranteed under IRC 6501(c)(4) to extend the law. You must remain in law for one year when the case is closed to technical services. See IRM 4.8.8.4.1, Scope of Review. Form 866 – This form is not routinely
used in place of Form 2198 unless advised by the Attorney for a single situation. The examiner should consult with the group manager and the local counsel to determine whether the use of a closing agreement is appropriate and, if so, what particular type should be used. If Form 866 is used as an agreement document, the examiner will prepare the agreement and secure the
taxpayer's signature in accordance with the instructions in IRM 8.13.1, Closing Agreements. All closure agreements require the approval of the review of technical services before obtaining the taxpayer's signature. Attorney Participation - Coordination with the local attorney is required in the development of the closing agreement when a standard language or pattern agreement is
not used and there are modifications to a pattern agreement. A review by the Technical Services and the approval of the local Councillor, in relation to the language and form of the closing agreement, is required before securing the taxpayer's signature. Taxpayer. sufficient documentation should be provided in the taxpayer's administrative file to support the Attorney's turnout. To
request a review, a formal or informal correspondence must be addressed to the local Councillor indicating the reasons and intent of the agreement and requesting review and concurrence with the draft closing agreement. Correspondence can be in the form of email, fax or memorandum. If necessary, the Technical Services Closure Agreement Coordinator will help prepare the
application to the Attorney. Form 4549–A is prepared by reflecting Personal Tenure Tax as Other Taxes with an accompanying explanation. See Exhibit 4.10.8-5. Form 870, which must be filed with Form 2198, must contain the following returns: The waiver of the evaluation and collection restrictions contained herein is subject to approval of Form 2198 in connection with the
taxpayer's liability for Income Tax and the Personal Holding Company. This exemption will not take effect until after the expiration of the 120-day period to begin with the effective date of Form 2198. If the taxpayer complies with IRC 547, relating to the payment of dividends for deficiency, by (1) paying the dividends for deficiency within 90 days of the date of entry into force of
Form 2198, and (2) file an appropriate claim on Form 976 after payment of deficiency dividends and within 120 days of the effective date of Form 2198, then the amount of the deficiency indicated in this waiver will be reduced by the amount necessary to give effect to the deficiency dividends timely paid, and the rest, if any, will be assessed. If, at the expiration of the 120-day
period from the date of entry into force of Form 2198, a Form 976 has not been filed or timely dividend payments have been made for deficiency, the total amount of the deficiency shown in this exemption will be assessed. See Exhibit 4.10.8-6. Upon receipt of Form 2198: The original Form 2198 must be itemized by the examiner and group manager to indicate your acceptance of
the form. The original Form 2198 must be attached to the declaration of the last taxable year covered by the agreement. A duplicate Form 2198 will be mailed to the taxpayer with Letter 1152, Transmission Agreement for the Signed Personal Holding Company / Determination of Liability for Personal Holding Company Tax, using certified or registered mail within five calendar
days. Regulation 1.547–2(b)(1)(v) provides that, with one exception, the date of determination is the date on which the signed agreement (Form 2198) is mailed to the taxpayer and not the date on which the agreement is authorized service official. See Exhibit 4.10.8-7 for a sample of Form 2198. After accepting Form 2198, the case must be kept on suspension by the Technical
Services until Form 976 is filed or the expiration of the 120-day period, whichever comes first. The case must then be returned to the examiner. The date on which Form 976 is filed in accordance with applicable regulations will be the date of control determine whether the form has been submitted in a timely manner. The effective date of an informal agreement on Form 2198 will
be the date on which the signed agreement is mailed to the taxpayer. Form 976, Submitted in a timely manner — the examiner will verify the information on Form 976 to the extent deemed necessary and then prepare a review report showing the general adjustments, the personal income of the holding company, the reduction due to the allocation of any deficiency dividend
deduction, and whether the amount of the claim (Form 976) was fully allowed , permitted in part, or not permitted in its entirety. See Exhibit 4.10.8-8. Form 976, Not filed on time — a letter will be sent to the taxpayer as a notification that the claim was not filed in a timely manner. A certified notice of unauthorizedness will be issued unless the taxpayer has signed Form 2297. See
IRM 4.10.8.10.4.1. When Appeals accepts a Form 2198, the Appeals Officer requests the taxpayer's claim (Form 976) and obtains proof of support from the taxpayer. See IRM 8.7.1.2, Personal Holding Company Tax Aliviad by Deficiency Dividend. The Appeals Officer can prepare the report and close the case if there are no unusual circumstances and verification of the payment
of deficiency dividends can be easily done. The Appeals Officer may return the case to the examination field group. The case should be assigned to an examiner to verify the payment of deficiency dividends and prepare the report. The report should include adjustments made by Appeals. The report must be returned to Appeals for closure. If the examiner determines that the claim
was not filed in a timely manner, the case must be returned to Appeals without contacting the taxpayer. In cases where personal portfolio corporation tax liability has been established by a U.S. Tax Court decision, Appeals will assess gross deficiency. The Appeals Officer will explain to the taxpayer the actions to take to assess the tax and how to secure IRC 547 benefits. Once the
evaluation is carried out, the administrative record will be forwarded to the Area Compliance Review. See IRM 8.4.1.32.2, Docketed Personal Holding Company Tax Cases. The case will remain on hold (Technical Services) until a Form 976 is filed or until the expiration of the 120-day period for the filing of Form 976, whichever comes first. If a Form 976 is not filed in a timely
manner, the case will be transferred for collection action, in accordance with the Court's decision. If a Form 976 is filed on time, the case will be assigned to an examiner. Upon receipt of a taxpayer closure agreement, Form 866 will be and referred to the Technical Services for processing. The date of the closing agreement on Form 866 shall be the date on which the Director of
Area firmly signs the closing agreement. The closing agreement, together with the case file, shall be forwarded to the Area Manager for approval. Once approved, the Technical Services will determine any need for follow-up action and transmit a copy of the agreement with the taxpayer. For all cases where a deficiency dividend deduction is allowed, the examiner will prepare Form
3189, Transmission of the Deficiency Dividend Deduction Case. See Exhibit 4.10.8-9. The form will include a calculation of the tax liability prior to the reduction for the payment of deficiency dividends. This is required to calculate the interest amount. The original Form 3189 will be placed at the top (outside) of the case file. A duplicate Form 3189 will be attached to each statement
of the corporation for which a deficiency dividend was paid. If a statement for which deficiency dividends were paid has not yet been filed, then the examiner must prepare Form 5346 and attach duplicate Form 3189 so that it can be associated at the time of filing. Form 5346 must be completed to report dividends paid to shareholders in the current year. Form 3198 must identify
the case as a case of restricted interest and claim for impairment dividends paid. Managerial participation is required in all cases notgressed. Examiners should be aware of IRM 1.4.40.4.11.5 procedures, nogressed closing procedures, and inform their group manager when they believe a case will have nogressed problems. Group administrator actions must be documented in the
case file. Form 9984 may be used for this purpose. If the case is eligible for SB/SE Fast Track Settlement (FTS) and there are nogreed issues remaining after the group manager has contacted the taxpayer or representative in an attempt to resolve all issues, the examiner or group manager will explain and offer FTS to the taxpayer. FTS should not be offered if the group manager
has not spoken to the taxpayer or representative. See IRM 4.10.7.5.5, SB/SE Fast Track Settlement, for additional information. Unless specifically excluded from the consideration of Appeals (see paragraph (4) below), all cases are eligible for an Appeals conference provided that the taxpayer files an appropriate protest (where a formal written protest is required), or a small case
request, including the information required in pub 5, their appeal rights, and how to prepare a protest if they disagree. See IRM 4.10.8.12.9.3 (2) below for additional guidance on the adequacy of a formal written protest or small case request. Generally, if the taxpayer submits new information or evidence to Appeals, or poses a new issuance examination he has not considered, the
case will be returned to the Exam. See IRM 8.2.1.5, Returning a Case to Examination - ATE, and IRM 4.10.8.12.11. Below is a list cases that are excluded from the consideration of Appeals: Less than 365 days remain on the statute of limitations when the case is received in Appeals. See IRM 4.10.8.12.1(1) for additional information. Application/claim for unpaid tax reduction (IRM
4.10.8.8(6)) which is not an audit reconsideration (the taxpayer has no judicial rights). The taxpayer does not agree solely on moral, religious, political, constitutional, conscientious or similar grounds (IRM 8.1.1.3.1, No Appeals Conference or or similar in certain arguments). See Exhibits IRM 25.25.10-1, frivolous arguments, for examples. Examiners should use Charter 1963,
Frivolous Filer Transmission Report, to transmit the report and explain why administrative appeal rights do not apply. If additional information is subsequently received so that the case is no longer excluded from the consideration of Appeals, follow the procedures of MRI 4.10.8.12.9. Fraud cases involving pending criminal proceedings (IRM 8.2.1.5(2), Return of a Case for
Examination - ATE). 30-day letters are used to transmit the test report to the taxpayer and allow the taxpayer 30 days to apply for appeals for their case, or take other action as described in the specific letter. When a case is initially received in Appeals, there must be at least 365 days left in law (270 days for estate tax cases or IRC 6206 overrequisy cases). If the Appeals
previously released the jurisdiction of the case and returned it to the Examination for additional work, there must be at least 180 days left in the Statute of Limitations when the case is received in Appeals. The group must allow a minimum of 30 days for the submission and processing of a case through the Technical Services. Therefore, a case must have a minimum of 395 days
(or 210 if the case was returned) that remain in law when the group is closed. See IRM 8.2.1.4, Receipt of New Assignment by a Technical Appeals Employee (ATE). 30-day letters are issued for cases that result in: Nogreed change (deficiency or over-assessment), No change with adjustments affecting other fiscal years, and deauthorization of formal claim. Generally, taxpayers
with 240 or more days remaining in the Statute of Limitations will receive the appropriate 30-day letter. This allows 30 days for the taxpayer to respond to the letter (and extend the law if necessary) and if the taxpayer does not respond, it also guarantees the appropriate time to close the group case (IRM 4.10.8.2.4.3) and provide Technical Services at least 180 days to issue the
deficiency notice. See IRM 25.6.23.7.1, minimum time remaining on asED. With less than 240 days left in the statute of limitations, the examiner must prepare and issue an examination report agreed with Charter 5153, Transmission Review Report - Statute Less than 240 Days (Straight Deficiency), Letter 5153-A, Transmission Review Report - Statute of Less than 240 Days
(Claim), Letter 5153-B, Transmitted Examination Report - Statute Less than 240 Days (No Change with Adjustments) , or Charter 5153-D , Transmission Review Report - Statute of Less than 240 Days (Bankruptcy), to transmit the report and notify the taxpayer it takes additional time in the statute of limitations for appeals to consider their case if not gets, and allow 10 days to
respond. Office examiners will update the ERCS action code to 07. If an extension of the law has not yet been requested, the examiner must follow the procedures of MRI 25.6.22, 25.6.22, Consent Limitations Assessment Statute, while requesting an extension (using a separate envelope), proceed as follows: If the case is agreed, close using the agreed normal procedures. See
IRM 4.10.8.4.7 for cases of deficiency and claim, or IRM 4.10.8.3.3(1) so that it does not change with adjustment cases. If the case does not open well and the taxpayer signs consent to extend the statute of limitations that will allow sufficient time for the case to be considered by Appeals, prepare and issue a 30-day letter. If the case is not closed and the taxpayer does not sign a
consent, close the case to Technical Services for the issuance of a deficiency notice. 30-day letter procedures apply to cases of income, equity, donation, excise duties and employment taxes. See IRM 4.23.22, NoGreed Employment Tax Case Procedures, IRM 4.24.10, Excise Taxes, Appeals Reference Procedures, or IRM 4.25.6, Writing Guide to Reports for Wealth Tax reviews
and Gifts, for procedures related to employment tax, excise taxes and wealth and gift examinations. Examiners issue reports to non-TEFRA transfer entities with Charter 921, letter 921-L, etc., however, these letters are not 30-day letters. Thirty-day letter procedures are followed for investor reports that reflect their share of adjustments made at the entity level. Only investors will
be able to request a hearing with Appeals because there is no deficiency at the entity level. See IRM 4.31.5.11.3, Key cases with un linked settings and inverters in PCS. If an examination of a declaration results in a deficiency or overesessment that is compensated (without deficiency or over-cooling results) by a net operating loss carryforward, a manual interest calculation may
be required. If the taxpayer disagrees with the test results, they will be given the same opportunity to request an Appeals hearing, as if there was a deficiency/overess of office. The following letters of form, specific to the type of case, are 30-day letters used to transmit the examination report and allow the taxpayer 30 days to apply for the consideration of appeals for their case, or
take other steps as described in the specific letters: Letter 915 – for straight deficiency, direct compensation envelopes, or mixed cases of deficiency and over-state in the office exam; update the ERCS action code to 04 for follow-up in 15 calendar days. If the taxpayer does not respond within 15 days, the examiner will prepare and issue Charter 1912 and update the ERCS action
code to 07 for follow-up within 15 calendar days. Letter 950 — for deficiencies straight oversalsion envelopes, or mixed cases of deficiency and overesability in the field examination. Letter 950-F — for unchanged cases with adjustments. Letter 569 — for cases of deauthorization of claims. Letter 3391 — for non-registration cases. Letter 955 – for transfer/transfer cases. Letter
1963 - for frivolous cases of filing cabinet/non-cabinet. Cases of restricted interest: the examiner will have to prepare and the group administrator will approve a letter letters listed above. Form letters are not available for cases of restricted interest due to in frequent use. The letter created by the examiner should address the issue of restricted interests, rather than excessive tax
deficiency or risk. The following items should be included in the 30-day letter: Examination Report (including lead sheets or standard explanations as required in MRI 4.10.8.12.4) and exemption (where necessary); pub 3498. Pub 3498 should always be included with a 30-day letter, even if provided with a previous report or letter. 30-day letters must be prepared by the examiner,
and include the name of the examiner or group manager in the contact area, depending on the type of letter. The authority to sign and issue 30-day letters is delegated to group administrators. See Delegation Order SBSE 4.55, Thirty-Day Letter Signing Authority. IRC 6651(f), Fraudulent Failure to File (FFTF) Cases — The portion of an ffTF fine attributable to the amount of tax
shown on a return is immediately evaluable and is not subject to deficiency procedures. See IRM 25.1.7.7.1, Evaluation Procedure for Fraudulent Default Penalty (FFTF). To ensure the facts of a particular case support fraud, and because the assessment of an FFTF fine attributable to the amount shown in a statement will not be reviewed by the Tax Court, all 30-day letters
proposing a ffTF fine must be reviewed and approved by the area attorney prior to issuance. In addition, the period of limitations on that party's assessment would not be suspended by issuing a notice to the other party. When proposing the FFTF fine to an income tax substitute for the return (SFR), the review and approval of the attorney is not necessary prior to the issuance of
the 30-day letter. However, the Attorney will review the case before the issuance of a deficiency notice. The nogressed report forms listed below are generally used to present audit results for a nogreed case. They are similar to those used for agreed cases and instructions for completing agreed case reports are generally applied. However, the nogreed report forms do not include
a statement on the Director's acceptance of the report. They also do not include a signature line for taxpayer consent for evaluation and collection, so an exemption is required. See IRM 4.10.8.5.2 for instructions on preparing exemptions. The following report forms are used for ungregated income tax cases. The Office Exam may use Form 4549 instead of Form 4549-A. If Form
4549 is used, no requires an exemption. In some cases, it may be necessary to establish separate assessments for taxpayers who filed a joint return. For example, when only one spouse signs an agreement and the deficiency is not paid in full, it may be necessary to make an assessment of the spouse of agreement, or mandatory, in order to protect the statute of limitations for
that taxpayer while the non-transgressed procedures apply to the other spouse. Similarly, a separate evaluation when only one spouse does not apply to the Tax Court after receiving a 90-day letter. In these situations, separate evaluations are performed using MFT 31, as long as the SSNs are valid (without asterisks). If invalid, the non-master file procedures found in IRM 21.7.12,
Nonmaster File Settings (NMF), and IRM 3.17.46, Automated Nonmaster File Accounting, will apply. Although an assessment will be made about the obligated spouse, no collection notices will be sent until the case is ultimately resolved (and the evaluation is adjusted if necessary). At that time, an MFT 31 evaluation will be established for the other spouse. If only one spouse signs
an adequate protest requesting an Appeals consideration and no response is received from the other spouse, the case will normally be sent to Appeals, provided there is sufficient time in the statute of limitations for both spouses. In other words, a signature on the protest may be appropriate. However, if a spouse agrees and one protests, a separate assessment of the obligated
spouse may be necessary, especially if the statute of limitations for that spouse is imminent. In any case, please note on Form 3198 that a spouse has signed an exemption, so the PCC can calculate interest accordingly. If one spouse agrees and the other does not respond to the 30-day letter, it is necessary to establish a separate assessment of the obligated spouse before the
case is sent to the Technical Services for 90-day letter procedures. Procedures for creating an MFT 31 account: Request the creation of the MFT 31 account for the obligated spouse by preparing Form 3177, Notice of Action for Entry into the Master File. The top section of Form 3177 will be completed, using the main SSN. In the Other section, place TC 971 as the transaction
code in the empty box and in the Action code 103 line state. Also include the SSN of the obligated spouse (agree) as XREF SSN: XXX-XX-XXXX . In the Other line, the MFT Code column reflects 30 and ensures that the taxable period appears in the correct column (a separate Form 3177 is required for each year). The TC 971 and the appropriate action code in the MFT 30
account will create an MFT 31 account for the listed SSN XREF. EEfax Form 3177 to the PCC and request a partial assessment of the obligated spouse: Form 3198, Form 5344 and the agreed report are required in addition to Form 3177. Note on Form 3198C 971 entry by attached form 3177 . Include your name and fax number so that the PCC can fax you a copy of Form 5344
after the partial evaluation has been performed. Form 5344 must be prepared manually and must reflect MFT 30 and the primary SSN. At the top Form 5344, place an S in white space after AMCLS. In point 56, put P or S depending on whether the evaluation is being carried out on the primary or secondary spouse. EEfax these forms to CCP while you continue to maintain the
case. See the PCC website for Exam EEfax numbers. Continue normal procedures nogressed for the spouse who disagrees, or petitioner. Associate a or a copy of Form 5344 received from the PCC demonstrating that partial assessment of the other spouse has been made in MFT 31. Close the case using normal RGS procedures and select the MFT 31 Evaluation check box on
Form 3198. Examiners should refer to IRM 21.6.8, Split Spousal Assessments (MFT 31 / MFT 65), for additional information. For most office exam reports, examiners will use standard explanations in IRM 4.10.10, standard paragraphs, and explanations of adjustments and RGS. The explanations include enough information to allow the taxpayer to challenge the problem.
Alternatively, lead sheets can be attached to the report to explain the issue(s) but examiners must follow the IRM 4.10.8.12.4(2) format. For field examination, a copy of the examiner's main sheet for each issue will be attached to the report to explain the elements. A separate lead sheet should be used for each problem. If the problem is applicable to more than one year, the
problem should be displayed on a combined lead sheet. The copy of each main issuance sheet used as an annex to the review report should be amended to remove information from others that does not address the Conclusion, Facts, Applicable Law and Taxpayer Position (e.g. audit steps and references to the working document should generally be removed, depending on the
facts and circumstances). The following format must be used: Title: Each lead sheet must be numbered and titled to match the adjustment in the audit report. See IRM 4.10.9.7.2, Workpapers: Indexing. Lead sheets for problems with specific adjustment amounts must reflect the amount per rebate, the amount per audit, and the resulting adjustment. Conclusion — Indicate a
conclusion of the Service's position. Relate the facts, as noted above, to the authority cited through a narrative discussion to support the Position of the Service. Also include rebuttal of the Service to the taxpayer's position reflected in the lead leaf. See IRM 4.10.8.12.9.3 for information on preparing replicas in response to a protest. Facts — Each main sheet must include a
statement of the facts on which the adjustment is based. The statement must be in narrative form. The facts should be relevant to the issue and must be indicated precisely and objectively. The facts favourable to both the position of the Service and that of the taxpayer should be included. Applicable Law — The applicable authority must be cited and explained correctly (if
necessary). The resolutions, opinions and decisions on which it is based should be clearly indicated and identified in the explanation. Appointments are not necessary when the adjustment is based in fact (e.g. identity theft issues). However, the reports should be informative to the taxpayer. If the adjustment is supported by several sections of the tax law code, they must all be
reflected. For example, to support the disallowment of trade expenditure, ordinary and necessary trade expenditure, and IRC 6001, lack of foundation, rationale, in the narrative. Taxpayer Position — The taxpayer's position must be declared (narratively) if known. It should also be cited the legal authority, where appropriate, which the taxpayer uses as the basis for his claim. If the
taxpayer has provided a written statement of position, include the full statement in this section or summarize the return and include the entire document in the report as documentary evidence. An alternate position is a secondary position on which the Service can ultimately be based if the parent position is not maintained. The main position should be the one that results in the
greatest responsibility when considering two positions. All alternative positions should be addressed or Appeals will not raise them if they do not hold the main position. The examiner should therefore thoroughly document the facts, the law, the taxpayer's position and the conclusion of all alternative positions that may be applicable if the main position is not maintained. Alternative
positions must be discussed with the taxpayer, or their authorized representative before issuing the exam report. An alternative position should be used for tax legislation that supports two completely separate positions. For example: When an adjustment is proposed not to allow a loss due to IRC 183, activities are not devoted to profit; any IRC 162 adjustment to business
expenses should be included as an alternative position to IRC 183. When an employer did not issue Form(s) 1099 and did not secure workers' TINs, the examiner may propose not to allow spending as the primary position. A strong alternative to not allowing spending is backup retention. See IRM 4.10.8.12.5.1(4) for reporting procedures for this alternative position. When the fraud
penalty is asserted, the substantial neglect/underestimation part of the accuracy-related penalty should be addressed as an alternative position. When the fraudulent failure to file the fine (FFTF) is stated, failure to file the penalty (FTF) should be addressed as the alternative position. Where the penalty relating to the accuracy attributable to a substantial underestimation of income
tax is not enforced due to the assertion of negligence or contempt of the rules or regulations, include the substantial underestimation penalty as an alternative position. Where the penalty of substantial underestimation is asserted, the negligence part of the accuracy penalty should be addressed as the alternative position in the event that the tax is reduced, resulting in the
substantial penalty no longer being applicable. References for alternative positions in non-rules cases: IRM 4.10.6.4, Completion of IRM Penalty Determinations 4.23.10.16.3, alternatives and scourers in unresolved IRM cases 20.1.5.3.2, Common characteristics of sanctions related to accuracy and civil fraud IRM 25.1.4.3.10, Preparation of pre-accusation report Include in the
other information section of the primary review report This report includes alternative alternative problems that the tax calculation has not been calculated. Please refer to the annexes labelled as Alternative Emission for Facts, The Law, The Taxpayer's Position and the Conclusion Relating to the Alternative Issue(s). If the taxpayer requests a report that reflects the tax calculation
resulting from alternative issues, the examiner can generate a report and provide it to the taxpayer. The report should be clearly labelled as Alternative Issues at the top of the report. Facts, the law, the taxpayer's position and the conclusion of the alternative position on a subject will be presented on a lead sheet separate from the main position. The top of each lead sheet for the
alternate position will be marked as Alternate Problem. Lead sheets for alternative emission(s) shall be placed behind the nogreed report for the main position. For an alternative support retention position, the examiner should discuss the problem of withholding of support with the taxpayer and include a lead leaf or Form 886-A, including Facts, Law, Taxpayer Position and
Conclusion, as well as Form 4668-B, Employment Tax Review Change Report, as annexed to the un received report. Type Alternate Problem at the top of the attachments and place it behind the nogreed report for the parent position. See Exhibit IRM Exhibit 4.23.10-4, Form 4668-B, Federal Withholding Income Tax Review Report, for instructions on how to complete Form 4668-



B. Do not create a separate backup retention case file or set the case to ERCS. Form 4665 can be used to transmit a case file to Appeals, but examiners must ensure that Form 4665 or any similar document does not contain statements or comments intended to influence the Appeals decision-making process. This includes recommendations on what Appeals should consider and
how Appeals should resolve the case. It is permissible to include a neutral list of issues that have been nogreuous, without discussion, and to indicate which, if any, are coordinated issues. Information related to management conference should be documented on Form 9984, not Form 4665. If Form 4665 includes statements or comments that may be construed as prohibited ex-
party communications, or includes prohibited communications, regardless of whether such content is included as part of a document that is placed at the top of the case file as a transmission or inserted into the case file along with the preparation of the case for transmission to Appeals , the examiner must share the document with the taxpayer and representative at the time the
case. An ex parte communication is an oral or written communication that takes place between any Appeals employee and employees of other IRS functions, without the taxpayer/representative having the opportunity to participate in the communication. See Process 2012-18, 2012-10 I.R.B. 455. See IRM 4.2.7, Ex Parte Communication Procedures and ex Parte Communications
website for additional information and guidance. Items Items should be protected from unauthorized or involuntary disclosure with Form TDF 15-05.11, Sensitive but Unclassified Cover Sheet (SBU, for its purposes, should not be included or referenced on Form 4665. Examples include fraud referrals and informant identification. Generally, 30-day letters must be issued to the
taxpayer and representative in person. However, if circumstances require the submission of the 30-day letter, the examiner must follow the procedures in this section. 30-day letters will be sent by regular mail unless it is deemed necessary to document the shipment and delivery. In such cases, you must use the certified or registered mail and request a return receipt. In the case of
a joint statement, follow the procedures in IRM 4.10.1.2.2.1, Separate Notification Requirements, to mail the 30-day letter. A copy of the 30-day letter must be sent to the taxpayer's representative. See IRM 4.10.8.2.3 for additional guidance on sending correspondence to the taxpayer's representative. A copy of the 30-day letter and the report must be kept in the case file. See IRM
4.10.9.9, Case File Assembly for Closing. Field Exam: After issuing the 30-day letter, the case must be updated to status code 13. Office Exam: Examiners must update the case for 15 days using ERCS Action Code 04. In general, Procedural Rules Declaration 601.105(d)(1) does not provide for an extension to respond to a 30-day letter. However, as a matter of practice,
extensions may be granted in reasonable circumstances. Reasonable circumstances include but are not limited to the following: The taxpayer retains a representative and demonstrates the need for more time to prepare for a meaningful protest. The taxpayer retains a new representative. Illness or injury of the taxpayer or representative. Problems are complex and require
extensive research. Requests for extensions must be in writing and must indicate why additional time is needed. Since many requests are made by telephone, the extension may be granted verbally and confirmed in writing upon receipt of the written request. Extensions should not be granted if the statute of limitations expires within 240 days and the granting of an extension will
not allow sufficient time to prosecute the case. In such circumstances, an extension to respond to a 30-day letter shall be subject to ensuring an extension of the statute of limitations. Extensions are granted by the group administrator or a designated management officer. The taxpayer must be notified in writing of the specific extended extension and response date. Charter 686,
Extension of Time, will be used to do this Certain Actions, signed by the group administrator. Extensions are typically granted for no more than 30 days unless a specific reason supports additional time. If the taxpayer lives outside the United States, the 30-day letter must be modified to allow a reasonable period of time to respond. The taxpayer can respond to the letter in various
ways. This section provides instructions based on the type of response. If the taxpayer provides additional information after a 30-day letter is issued, the examiner must evaluate the information, then follow the procedures applicable in the following table. If the exam report changes as a result of additional information, follow the reporting procedures corrected in IRM 4.10.8.14(4) to
(6). If the taxpayer accepts orremits the payment in whole or in part in response to the 30-day letter, examiners should follow the procedures applicable in the following table: If the taxpayer responds to the 30-day letter requesting an Appeals conference, examiners should follow the procedures applicable in this subsection. Unless specifically excluded from appeals consideration,
all cases are eligible for an Appeals conference if the taxpayer files an appropriate formal written protest (where necessary), or a small case request. To be deemed appropriate, a formal written protest and small case request must contain all the information required by pub 5 (with the exceptions listed in the table below). In general, the adequacy of a protest is not determined by its
substantive content, as if the protest contains sufficient factual or legal support. A taxpayer files a formal written protest and cites Internal Revenue Code No. 162, but does not provide reasons for their disagreement and any factual information to support their position as required by Pub 5. Therefore, the protest is inadequate; the examiner must return the protest to the taxpayer
and allow additional time for the taxpayer to perfect it. See (3)(d) below. A taxpayer submits a small case application and indicates disagreement based solely on the inability to pay. Protest is inadequate; the examiner must return the protest to the taxpayer and allow additional time for the taxpayer to perfect it. See (3)(d) below. A taxpayer submits a formal written protest with the
information required by Pub 5, addressing the issues raised in the 30-day letter, reasons for disagreement and factual information to support their position on the issues. The examiner does not agree with the taxpayer's facts and/or does not consider the taxpayer's position sufficiently supported; however, the protest is adequate because it contains all the information required by
pub 5. The examiner must determine whether a rebuttal is needed before referring the case for consideration of appeals. See (3)(f) below. When a taxpayer requests an Appeals Conference, examiners should follow the procedures applicable in the following table: When needed rebuttal, should be prepared using Form 886-A and address: Statements, Facts and Arguments not
previously addressed in the Review Report New Arguments or Facts Raised by the Taxpayer Report The factual differences between the review report and the protest A copy of the reply must be provided to the taxpayer at the time the case is sent to The Appeal. Examiners use 5072, Rebuttal of the Examiner, to transmit the reply to the taxpayer. Letter 5072 with the attached
reply should be included in the taxpayer's protest in the case file, as provided for in IRM 4.10.9.9.3(1)(e). In order to adhere to the general deadline for closing a group's nogreed case, all actions (e.g. ensuring consent, perfecting or refuting a protest, holding a group manager's conference, etc., must be completed within 20 days of receipt of a formal written protest or small case
request, unless the case requires further development. See IRM 4.10.8.2.4.3. Field Review: When a taxpayer requests an Appeals conference, cases of income agents remain in state code 13 (see IRM 4.10.8.12.7(6)), unless additional development is required (see IRM 4.10.8.12.9.3(3)(e) above). If additional development is required, the case must be updated to status code 12.
Office Review: Upon receipt of a formal written protest or small case request, the case must be updated to ERCS Action Code 03, the Appeals Request Conference, and the purge date set to 7 days. If additional development is required (see IRM 4.10.8.12.9.3(3)(e) above), the case should be updated to the appropriate ERCS action code based on the next required action. When
the examiner has completed all actions and the case is ready to close, it must be updated to action code 11, Management Review and Protests, which defaults to a Today purge date and is sent to the group administrator. Group administrators use the ERCS Code of Action Report and excess purge report to monitor cases to ensure timely actions, including the transfer of cases to
Appeals. If the taxpayer does not file a small case application or formal written protest within the permitted time, but indicates their intention to do so, examiners must issue: Letter 923, Letter extending the time to file the protest, or Letter 923-C, Letter extending the time to file the protest (Claim for reimbursement), or Letter 923-D, Letter extending the time to file protest (No
change with adjustments). Letter 923 (or applicable letter) is sent to the taxpayer as a reminder to file a protest. Letter 923 must be issued no later than seven calendar days after the expiration of the original 30-day letter. Office examiners will update the case file using ERCS action code 07. If the 30-day letter is returned as non-deliverable, you should try to get the correct address
(see IRM 4.10.2.8.4, Initial non-deliverable contact letters). If the correct address of the taxpayer is determined, the 30-day letter is mail to the new address. The period in which the taxpayer can respond begins with the date the letter is mailed to the new address. If the correct address of the taxpayer cannot be determined and the case results in a deficiency, close the case to
Technical Services for the issuance of a deficiency notice. If the case results in a load envelope, close to CCP for processing. If the taxpayer has not filed a small case request or formal written protest in response to the letter, and the examiner has taken the measures in paragraphs (1) or (2), where appropriate, close the case as follows: Cases should be closed from the group
within 20 days of the expiration of time (including extensions) allowed to lodge a protest. If the taxpayer provides new information or evidence related to the problems in the nogreed report, Appeals will release the jurisdiction and return the case to the Review so that the examiner can evaluate the new information and make an audit determination. See IRM 8.6.1.6.5, The taxpayer
provides new information. The examiner should document the shipment's main customer service sheets and supporting working documents to reflect the assessment of new information or evidence. In addition, the examiner must follow the table below to determine the appropriate actions required. The procedures in this subsection are for non-recorded cases. For cases with
dossiers, see IRM 4.2.1.8.4, Case Review Assistance with Records. If the taxpayer poses a new issue to Appeals, Appeals will release the jurisdiction and return the case to the Review so that the examiner can assess the new problem and make an audit determination. See IRM 8.6.1.6.4, Taxpayer Raises New Issue. The examiner should create an issue lead sheet(s) and
supporting working documents to reflect the assessment of the new issue. In addition, the examiner must follow the table below to determine the appropriate actions required: If the Appeals previously released the jurisdiction of the case and returned it to the Examination for additional work, there must be at least 180 days left on the statute of limitations when the case is received
in Appeals a second time. The group must allow a minimum of 30 days for the submission and processing of a case through the Technical Services. Therefore, 210 days must remain in law when the case is closed from the group. The time spent by examiners preparing the unsent report and the accompanying explanatory sheets or standard explanations are charged to the case
under the Direct Review Time (TED). Time spent by examiners on 30-day letter activities (including protest reviews and follow-up letter) will be reported using the unsent Activity Code 646. Preparation of the report (including explanatory sheets or standard explanations) is not reported under Activity Code 646. Preliminary letters (30 days) are used to provide taxpayers with a copy
of the exam report and advise them on their appeal rights when they disagree with the results of an exam. See Procedural Rules Statement 601.105(d) - Thirty-day Letters and Protests for Legal Authority and a Additional. Generally, the 30-day letters are: Tax Compliance Officers (TCO) - Letter 915 (issued with first report) National and International Business Compliance Field
Examination - Letter 950-Z Transferee/Transferor Cases - Letter 955. See IRM 4.10.13.3, TransferOr Responsibility. Preliminary procedures (30 days) of the letter apply to income, equity, donation, excise taxes and employment taxes According to appeals, 365 days must remain in law when they receive the case. The group should consider a minimum of 30 days for processing in
consideration of the requirements of the law. Management participation in non-transgressed cases is required. A preliminary letter from the field group (30 days) should generally not be issued to the taxpayer unless the manager has contacted the taxpayer and/or representative to try to resolve tax disputes and reach an agreement. If the case is a non-submission/non-response
case, the administrator will verify that an address confirmation has been made. These efforts will be documented in the case file. Form 9984 may be used for this purpose. Fast Track Settlement (FTS) is available in cases LB&amp;I. FtS can be started at any time after a problem has fully developed. See IRM 4.51.4, LB&amp;I/Appeals Fast Track Settlement Program (FTS), for
more information. Letters are issued in cases of change and in no case of change involving the unauthorizedization in full of refund claims. Exceptions are cases of fraud involving criminal prosecution and frivolous filing/non-filing cabinets when Appeals has no jurisdiction for these cases. For frivolous/non-smoking filing cabinets, examiners use Charter 1963, Frivolous
Transmission Cabinet Review Report, to transmit the report and explain why administrative appeal rights do not apply. If an examination of a declaration results in a deficiency or overesessment being compensated (without results of deficiency or over-equitaation) by a net operating loss carryforward, a restricted interest calculation may be required. If the taxpayer disagrees with
the test results, they will be given the same opportunity to request an Appeals hearing, as if there was a deficiency/overess of office. IRC 6651(f), Fraudulent Failure to File (FFTF) Cases — The portion of an ffTF fine attributable to the amount of tax shown on a return is immediately evaluable and is not subject to deficiency procedures. To ensure that the facts of a particular case
support fraud, and because the assessment of a ffTF fine attributable to the amount shown in a statement will not be reviewed by the Tax Court, all 30-day letters proposing an FFTF fine must be reviewed and approved by the area attorney prior to issuance. In addition, the period of limitations on that party's assessment would not be suspended by issuing a notice to the other
party. The report forms used to present the audit findings for a nogreed case are similar to those used for agreed cases and the instructions for completing agreed case reports generally apply. However, these nogreed report forms do not include a signature line for the taxpayer's consent to evaluation and collection. Nogreuous cases are agreed except cases. See IRM 4.10.8.5.2
for instructions on preparing exemptions (Form 870). In addition, there is no statement regarding the director's acceptance of the report area. The following report forms are used for non-greated cases. Use of Form 4549–A is optional for the Office of instead of Form 4549. In some cases, it may be necessary to establish separate assessments for taxpayers who filed a joint return.
For example, when only one spouse signs an agreement and the deficiency is not paid in full, it may be necessary to make an assessment of the spouse of agreement or mandatory to protect the statute of limitations for that taxpayer while the nogressed procedures apply to the other spouse. Similarly, a separate evaluation would have to be made when only one spouse does not
apply to the Tax Court after receiving a 90-day letter. In these situations, separate evaluations are performed using MFT 31, as long as the SSNs are valid (without asterisks). If invalid, the non-master file procedures found in IRM 21.7.12 and IRM 3.17.46 will apply. Although an assessment will be made about the obligated spouse, no collection notices will be sent until the case is
ultimately resolved (and the evaluation is adjusted if necessary). At that time, an MFT 31 evaluation will be established for the other spouse. If only one spouse signs an adequate protest requesting an Appeals consideration and no response is received from the other spouse, the case will normally be sent to Appeals, provided there is sufficient time in the statute of limitations for
both spouses. In other words, a signature on the protest may be appropriate. However, if a spouse agrees and one protests, a separate assessment of the obligated spouse may be necessary, especially if the statute of limitations for that spouse is imminent. In any case, please note on Form 3198 that a spouse has signed an exemption, so the PCC can calculate interest
accordingly. If one spouse agrees and the other does not respond to the 30-day letter, it is necessary to establish a separate assessment of the obligated spouse before the case is sent to the Technical Services for 90-day letter procedures. Procedures for creating an MFT 31 account: Request the creation of the MFT 31 account for the obligated spouse by preparing Form 3177.
The top section of Form 3177 will be completed, using the main SSN. In the Other section, place TC 971 in the empty box and line state Action Code 102 (Action Code 103 is used if both spouses are not received, but only one of the Tax Court's requests after receiving a 90-day letter). Also in the Other line the SSN of the obligated spouse (agree) is indicated as the SSN XREF:
XXX-XX-XXXX. Complete the MFT Code (30) and the taxable period (a separate Form 3177 is required for each year). The TC 971 and the appropriate action code in the MFT 30 account will create an MFT 31 account for the listed SSN XREF. Fax or fax Form 3177 to the and request a partial assessment of the obligated spouse: Forms 3198, 5344 and the exam report are
required in addition to Form 3177. Note on Form 3198C 971 entry by attached Form 3177. Include your name and fax number so that the PCC can fax you a copy of Form 5344 after the partial evaluation has been done. Form 5344 will display MFT 30 and the primary SSN. En En to the left of Form 5344 put an S in white space after AMCLS. In point 56, put P or S depending on
whether the evaluation is being carried out on the primary or secondary spouse. This is a manual entry, so if RGS does not print Form 5344 with this information, it can be written by hand on the form. Fax or fax these forms to your CCP/FORT administrator, while continuing to maintain the case. Continue normal procedures nogressed for the spouse who disagrees, or petitioner.
Associate an MFIOLT and/or a copy of Form 5344 received from Case Processing demonstrating that partial assessment of the other spouse has been made in TFM 31. Close the case as you normally would (including RGS CEAS), but note on Form 3198 that manual closing is required due to MFT 31 assessments. Examiners can refer to IRM 21.6.8, Split Spousal Assessments
(MFT 31 / MFT 65), for additional information. A copy of the examiner's main sheet related to each issue adjusted to the report form will be attached to explain the fitted items. A separate lead sheet should be used for each adjustment. If the setting is applicable to more than one year, the settings should be displayed on a combined lead sheet. The following format should be used
for field examination cases: Title — Each lead sheet must be numbered and titled to match the adjustment in the audit report. See IRM 4.10.9.7.2, Workpapers: Indexing. The lead sheet must reflect the amount per rebate, the amount per audit, and the resulting adjustment. Facts — Each main sheet shall include a statement of the facts on which the adjustment is based. The
statement must be in narrative form. The facts should be relevant to the issue and must be indicated precisely and objectively. The facts favourable to both the position of the Service and that of the taxpayer should be included. Applicable Law — The applicable authority must be cited and explained correctly (if necessary). The resolutions, opinions and decisions on which it is
based should be clearly indicated and identified in the explanation. Appointments are not necessary when the adjustment is based entirely on facts, or when they serve no useful purpose. However, the reports should be informative to the taxpayer. Taxpayer Position — The taxpayer's position must be declared (narratively) if known. It should also be cited the legal authority, where
appropriate, which the taxpayer uses as the basis for his claim. If the taxpayer has provided a written statement of position, include the full statement in this section or summarize the return and include the entire document in the report as documentary evidence. Argument — Relate the facts, as indicated with the authority cited through a narrative debate to support the Position of
the Service. Also include rebuttal of the Taxpayer Position Service. The examiner's argument will be included in the new section of law of the applicable main issuance sheet. Conclusion — Briefly indicate the position of the Service. The copy of each issuance lead sheet it is used as an annex to the review report can be modified to remove information from others (e.g. paper
cross-references, audit steps that were not used during the audit, etc.) that would not be of use to the taxpayer or representative. An alternative position for a problem in a nogreed case is a secondary position on which the Service can ultimately be based if the primary position cannot be maintained. An alternative position is recommended, as appeals will generally not raise new
issues. Therefore, the examiner should outline all alternative positions that may be applicable if the primary position is not maintained. Primary and secondary positions will generally address a different set of laws and arguments. Because of this, the sales tax calculation for the alternate item may be different from the main item. An alternative position should be used for tax
legislation that supports two completely separate positions. For example, when an adjustment is proposed to not allow business expenses due to IRC 183, hobby loss provisions; the IRC 162 setting should be written as an alternative position to IRC 183. The main position should be the greatest of responsibilities when considering two positions. An alternative position is not
required for an adjustment that is backed by several tax law code sections for a position. For example, to support the disallowment of business expenses, ordinary and necessary trade expenses, and IRC 6001, lack of foundation can be incorporated into an explanation of the adjustment. The alternative position must be discussed with the taxpayer, or their authorized
representative before issuing the examination report. The alternative position report should be included in the report submitted to the taxpayer. The facts, the law, the taxpayer's position and the conclusions on the alternative position on an issue shall be presented on a lead sheet separate from the main position. If the sales tax calculation changes due to the alternate item, a
separate Form 4549–A will be prepared from the main item in addition to a separate lead sheet. The top of each of these report forms for the alternate position will be marked as Alternate Issues. The alternate item report is placed behind the report that contains the main item. For non-transgresses that contain multiple related problems, it will not be necessary to prepare an
alternative tax calculation on Form 4549–A for each combination of alternative problems. Form 4549–A and the appropriate lead blades will be prepared for major problems. However, only lead leaves will be prepared for alternative issues. If a partial agreement is requested in conjunction with a (i.e. whipsaw) and the taxpayer wishes to agree with the non-correlative adjustment(s)
Form 870. Form 870 should specifically indicate that correlative adjustments are not shown in the deficiency or over-state count. backup is a strong alternative position in a case where an employer did not issue Form 1099 and did not obtain TIN from workers. The procedures for backup retention can be found in IRM 4.23.8.13, IRC 3406 – Backup Retention. The substantial
negligence/underestimation part of the accuracy-related penalty is the standard alternative position in asserting the fraud penalty. Non-penalty (FTF) is the standard alternative position to fraudulent failure to file the fine (FFTF). Where the penalty relating to accuracy attributable to a substantial underestimation of income tax is not asserted due to the assertion of negligence or
contempt of the rules or regulations, a nogressed report shall include substantial underestimation as an alternative position. References for alternative position in non-regulated cases: MRI 4.10.6.4 - Completion of IRM penalty determinations 4.23.10.16.3 - Alternative positions and whipsaw in cases nogregated IRM 20.1.35 .3.2 - Common characteristics of civil fraud penalties and
related to IRM accuracy 25.1.4.3.10 - Preparation of the Pre-Prosecution Report In general, Preliminary Letters (30 days) allow the taxpayer 30 days to request appeals to consider their case. The following form letters, specific to the type of case, are used for this purpose: Letter 950 — for straight deficiencies, straight overesescence, or mixed cases of deficiency and overfit field
examination; Letter 950-Z - for straight deficiency, direct assessment, or mixed deficiency and over-assessment, field examination of national and international business compliance cases; Letter 915 — for cases of straight deficiency, straight overesesction or mixed deficiency and review by the Office of Overesability; Letter 569 — for cases of deauthorization of claims; Letter 3391
— for non-smokers; Letter 1125 — for cases of sanction of the preparer; and Charter 1963 - for frivolous cases of filing cabinet /non-cabinet. Cases of Restricted Interest: The examiner will need to prepare and the manager approve a letter with the pattern of the form letters listed above. No form letters are available due to in frequent use. The letter should address the issue of
restricted interests, rather than a deficiency or envelopes. See IRM 4.10.8.12.6 for up-to-date instructions on using Form 4665. Preliminary letters (30 days) shall include the following documents: Appropriate form letter; Review and exemption report; Publication 3498, The Examination Process (or Publications 1, 5 and 594). Publication 3498 should always be attached with the
preliminary letter (30 days), even if it was provided with a previous report or letter. (Pub 3498 is not required if Letter 950-Z is issued.) The cards will be sent by regular mail unless it is deemed necessary to document mail and delivery. In such cases, you must use the certified or registered mail and request a return receipt. Preliminary letters (30 days) should be prepared by the
examiner, and may include the examiner's name or the name of the group administrator, such as the in the contact area of the letter. The authority to sign and issue the letters is delegated to the group administrators. In the case of a joint declaration, a complete original preliminary letter will be sent to each spouse. A copy of the preliminary letter must be sent to the taxpayer's
representative. A copy of the preliminary letter will be kept in the case file. After sending the Preliminary Letter, the case will remain in the group's suspense files. Managers will ensure proper controls for cases in a 30-day state. In general, Procedural Rules Declaration 601.105(d)1 does not provide for any extension of time to respond to Preliminary Letters (30 days). However, as
a matter of practice, extensions may be granted in reasonable circumstances. Reasonable circumstances include but are not limited to the following: The taxpayer retains a representative and demonstrates the need for more time to prepare a meaningful protest, The taxpayer retains a new representative, illness or injury of the taxpayer or representative, or Problems are complex
and require extensive investigation. Requests for extensions must be in writing and must indicate why additional time is needed. Since many requests are made by telephone, the extension may be granted verbally and confirmed in writing upon receipt of the written request. Extensions should not be granted if the statute of limitations expires within 240 days and the granting of an
extension will not allow sufficient time to prosecute the case. In such circumstances, an extension to respond to a preliminary letter shall be subject to an extension of the limitation period. Extensions are granted by the group administrator or a designated management officer. The taxpayer must be notified in writing of the specific extended extension and response date. Letter 686
will be used for this purpose. Extensions are typically granted for no more than 30 days unless a specific reason supports additional time. If the taxpayer lives outside the United States, the 30-day letter must be modified to allow a reasonable period of time to respond. If an exam report is changed after a 30-day letter has been issued, follow the procedures in the Corrected Report
and request an agreement. If the taxpayer disagrees with the corrected report, take the following steps, as appropriate: If the corrected report reduces the previous review report and no new issues arise, the case may be closed after the initial 30 days have expired. No new 30-day letter is needed. If the corrected report raises new issues or increases the proposed deficiency, a
new 30-day letter will be issued, if sufficient time remains in the statute of limitations. Yes receives a signed agreement form (or full payment not designated as deposit 6603) in response to the Preliminary Charter, the case will be closed from the group within 10 days from the date the report is received using the closing of the agreed agreed case agreed If the taxpayer agrees to
part of the report, request a partial settlement. If a partial agreement is received, process in accordance with IRM 4.10.8.6. The case will remain on hold for 30 days pending a protest or non-compliance for the remaining issues. If an exemption is not signed, but a partial remittance (not specifically designated as a deposit in the nature of a 6603 deposit) is received, the payment will
not be treated as a partial tax payment unless the taxpayer designates it as such. Contact the taxpayer by phone to ask if the payment was meant to be a tax payment or a 6603 deposit. Document the conversation in the case file. If the taxpayer cannot be reached, write a follow-up letter informing the taxpayer that we do not receive a protest or a signed waiver or agreement to the
adjustments; we received the consignmation and need to know if they intended the remittance to be a payment of the tax deficiency or a deposit of 6603; and we need to receive a response within 15 days from the date of the letter or the case will be closed for the issuance of a Deficiency Notice. If the taxpayer was contacted and agrees to all adjustments, but was unable to pay
full responsibility at the time and intended the remittance to be a partial payment, have the taxpayer sign the waiver and determine whether the taxpayer is eligible for an installment agreement. Process the payment as a partial payment. Do not withhel payment until the waiver is received. If the payment was intended to be a 6603 deposit, notify the taxpayer that if we do not
receive a signed protest or waiver, a Notice of Deficiency will be issued. The taxpayer can respond by requesting an appeal. The following appeal request procedure applies to field assistance, as well as field and office review. Request for Appeal — Field/Office Reviews For any case in which the total amount of the proposed additional tax, additions to taxes and penalties,
proposed overesestion or claimed refund, credit or reduction for any tax period, not exceeding $25,000, an appeal request is made using small case procedures. These procedures require a written request requesting consideration of Appeals, indicating changes with which the taxpayer disagrees and any reason for disagreement. A case with a deficiency of more than $25,000
requires formal written protest. If the taxpayer files a formal written protest it will be reviewed at the group level, as designated by the management, within seven days of receipt to determine whether: The protest is appropriate, The case requires further development by the examiner, The examiner's report must be modified, The written protest of the includes the required
documents. A taxpayer's formal written protest should include the following: A statement that the taxpayer wishes to appeal the examiner's findings to the Office of Appeals; Taxpayer name and address and daytime phone number; A copy of the letter showing the proposed proposed changes and findings or the date and symbols of the letter; The fiscal periods or years involved; A
detailed schedule of adjustments with which the taxpayer disagrees; A statement of facts supporting the taxpayer's position on any factual issue at issue; A statement describing the law or other authority, if any, that the taxpayer is relying on; and a statement of truth for point f above under penalty of perjury. This can be done by adding the following signed statement to the protest
document: Under penalty of perjury, I declare that I have examined the statement of fact set out in this protest, including any accompanying documents and, to the best of my knowledge, are true, correct and complete. If the taxpayer's representative files the protest for the taxpayer, the representative may include a substitute for the taxpayer's return described in paragraph (7)h
above. The statement shall indicate: The representative prepared the protest and accompanying documents; and if the representative knows personally that the facts contained in the protest and the accompanying documents are true and correct. The protest must be returned to the taxpayer if it is incomplete and you will be given additional time to refine the document. Signing a
single spouse in a protest regarding a joint return does not make the protest inappropriate. The case must be returned to the examiner for further development if the protest contains information justifying consideration. Cases returned for additional development should be considered priority work and taken into account expeditiously. If the examiner or group manager feels that
there is something in the protest that does not change the determination, but requires further comments or explanations and is not confidential in nature, a reply can be prepared and included in the case file before it is sent to Appeals. If a replica is prepared, a copy must also be provided to the taxpayer. Appeals will not return cases for further development. The group
administrator should try to discuss disputed issues with the taxpayer (representative) in an attempt to resolve the issues, obtain an agreement, and limit the taxpayer's burden. If an agreement cannot be reached, the case will be referred to Appeals. If the taxpayer verbally requests a transfer of jurisdiction for the appeal, and the written protest is complete, the case file will be
immediately sent to the local Appeals office serving the transferor area. This procedure applies even if the taxpayer has requested a hearing at an Appeals office other than the one serving the assignor's area. The fact that a Statutory Notice of Deficiency has been issued to the taxpayer does not prevent the transfer of Cases protested to Appeals for: Other taxable periods of the
same taxpayer, Other tax rates for the same taxable periods for the same taxpayer, or An offer in commitment covering the same type of tax and the same taxable periods of the taxpayer. Appeals can also jurisdiction of cases related to the cases described in (13) above. A case may be transferred to Appeals with a copy of the taxpayer's return if: A transcript of the account is
attached to the duplicate return; and the case does not involve fraud, a hazard assessment, a Joint Committee case or a Statutory Notice of Deficiency issued as the basis for closure. Requests for appeals for additional information or additional fact-checking in a protested case will be completed quickly. Field review: If the taxpayer has not lodged a protest within the permitted time,
but has indicated his intention to do so, Charter 923 will be sent to the taxpayer to allow another 15 days to file a protest. Letter 923 must be issued no later than seven calendar days after the expiry of the original preliminary letter. If the preliminary letter is returned as non-deliverable to the registered address, an attempt will be made to obtain the correct address. If the correct
address of the taxpayer is determined, the Preliminary Letter will be mailed to the new address. The period in which the taxpayer can respond begins with the date the letter was mailed to the new address. If the correct address of the taxpayer cannot be determined, the case will be processed as described in IRM 4.10.8.13.11. If the Preliminary Charter proposes an overesegology
or disallowment of a claim without changes in fiscal responsibility, no follow-up action should be taken. The case should be closed as indicated in IRM 4.10.8.13.11. If no response is received to a follow-up letter, the case will be processed as described in IRM 4.10.8.13.11. Cases will be closed from the group immediately within 20 days of the expiration of the time (including
extensions) allowed to file a protest. Deficiency Cases: Technical Services will prepare a Statutory Notice of Deficiency and be issued when no response was received to the preliminary letter (30 days) subject to the following conditions: It seems reasonable that the taxpayer or authorized representative received the Preliminary Charter (30 days) or, if not received, the Service
exercised due diligence in determining the taxpayer's last known address. The taxpayer is temporarily out and is not expected to return within a reasonable period of time, or has not returned after a reasonable extension has been granted. Follow-up measures were taken without success. The notification required by IRC 534(b) cases involving an alleged unreasonable
accumulation of gains and benefits has been issued. See IRM 4.8.9.4, When Issued, for instructions on the test group. Regardless of the conditions described in paragraph (2) above, a legal notice of deficiency will be issued within the prescribed period the law if the statute of limitations expires within 150 days and the taxpayer will not execute consent to extend the limitation
period. See IRM 4.8.9.4. Proposed overfit—If the taxpayer does not respond to a preliminary letter warning of a proposed proposal (adjustments that decrease the tax liability exceed adjustments by increasing the tax liability), the case will be closed out of group to Case Processing for the evaluation of the excessive assessment. Disallowment of the claim: If the taxpayer does not
respond to the preliminary letter informing them of the disallowment of the claim, the Technical Services will issue a Notice of Non-Transmission of Claims. If there is no change in tax liability (neither a deficiency or over-state), please indicate on Form 3198, Issuance Letter 906, Final Deauthorization of Complete Claim, included in the case record. If the claim is not allowed in part
with a resulting overesesesization, please indicate on Form 3198, Letter 905, Letter of Disallowment of the Final Partial Claim, included in the case file. Both letters include multiple lines for the examiner to insert the reasons for unauthorizedization. Complete the letter except for the date, include the reasons for the unauthorizedness, and place the letter inside the case file at the
top. Employment tax cases: A preliminary letter (30 days) will be issued in cases of employment tax to inform taxpayers of all proposed adjustments made to their tax obligations and of the conclusions reached in cases of non-change involving the disallowing of reimbursement claims in their entirety. Generally, if a valid protest is not received for an employment tax case, it is
closed without the issuance of a legal notice of deficiency. However, examiners should refer to IRM 4.23.22.8.6, No Response to 30-Day Letter, for additional information when the proposed tax involves IRC 7436 issues. Restricted interest cases: If the taxpayer does not respond to the special letter within the permitted time limit, the tax liability will be adjusted as proposed in the
examination report. See AIMS processing procedures in IRM 4.4.1, Getting Started, for more information on restricted interest assessment. The time spent by examiners to prepare the unsentional report and the accompanying explanatory sheets are charged to the case under the Direct Review Time (TED). Time spent by examiners on 30-day letter activities (including
preparation of the 30-day cover letter, protest reviews and follow-up letter) will be reported using the non-examination Activity Code 646. Preparation of the report (including explanatory sheets) is not reported under Activity Code 646. When the 30-day activity begins, the case must be removed from the agent's inventory and stored in the manager's office. The case must be
updated to State Code 13 on AIMS when the Preliminary Letter is sent to the taxpayer of the If the Preliminary Charter is sent from Technical Services, the case will be updated to The Status Code 22 of the AIMS 4.1 Statute, at the group level, will include cases in Status Codes 9–18. TABLE 4.0 of the AIMS, for Technical Services Personnel, shall include the cases of State Code
22. If further development is required after the activities of the Preliminary Charter have begun, the case will be returned to the examiner and reactivated under Direct Review Status code 12. This section includes instructions for correcting reports that include errors. Report reviews are considered corrected reports when changes are made to reports issued with 30-day letters or
reports that have been signed by the taxpayer. Reports that are reviewed due to additional information provided during the exam (before a 30-day letter or agreement) must be kept in work documents. If a closing letter (such as letter 590 or letter 987) has been sent to the taxpayer, reopening procedures must be followed before proposing unfavourable changes for the taxpayer.
See IRM 4.10.8.9, Claims. Signed Waiver and Error Is In Favor of Taxpayer - If an error was made in the computation of a deficiency, over-execution or penalty shown in a previously executed report/waiver that is in favor of the taxpayer, a corrected report will be prepared. A copy must be given to the taxpayer; however, no signature on the new report/resignation is required. Note
on the corrected report, See the taxpayer's signature on the dated report (date). Signed Waiver and Error is NOT in the taxpayer's favor - If an error is against a taxpayer (more taxes due or less refund), the examiner has two alternatives. Prepare a corrected report and request a new exemption. If the taxpayer disagrees with the corrected report, follow the partially agreed
procedures; o, Process the case by the amount shown in the original executed report/waiver if it is included in the error tolerance levels of sbse 4.41 Delegation Order, Error Tolerance Levels. The group or function that discovers the error will prepare a note to the SPC signed by the relevant delegated officer. Place the note at the top of the report in the case file. A corrected report
should be prepared as follows: At the top of the corrected report, type Corrected Report. In the other information or comments section type: This report replaces the dated report (date). The taxpayer's signature is only required in the corrected report if the change is in favor of the government, i.e. more taxes or less reimbursement. If the taxpayer disagrees with the corrected
report, nogregated procedures apply. Consider each year separately without compensation for tax periods. Further exemptions may need to be requested even if the net effect of corrections may favour the taxpayer. The original report will be noted at the top, this report replaced by dated report (date). Both original and corrected reports are included in the case file. Note on Form
3198Report corrected. This section includes exam issues that require calculations in a Standard. When proposing an adjustment in any of these areas, the applicable form should be completed and attached to the review report to clarify how the adjustment was determined. Use Form 1914, MACRS/ACRS Calculation/Allowed Depreciation Deduction, accessed through RGS (or
equivalent scheduling), to calculate the allowed depreciation expenses. Worksheets be provided to the taxpayer in cases where passive loss, permitted loss and dissofiable loss (suspended, shipping) must be assigned among the various passive activities so that activities can be properly reported in subsequent years. Any adjustment to a net operating loss deduction must be fully
explained in the report. The setting on Form 4549 must be identified as a NOL drag with the source year identified or drag NOL with the identified source year. Examiners should refer to IRM 4.11.11, Net Operating Loss Cases, when making adjustments to net operating losses. Examiners should be aware that Net Operating Loss deductions may give rise to the jurisdiction of the
Joint Committee. See IRM 4.36.2, Identification of Joint Committee Cases. Examiners should also note that net operating loss deductions generally require restricted interest calculations. For examination procedures for these cases, see IRM 4.10.8.15.3.4. A report proposing an adjustment to a net deduction of operating losses should include all calculations necessary to fully
explain the source year and the amount of net operating losses. The calculation shall include the changes required by IRC 172(d). Form 3621, Net Operational Loss Calculation - Individuals and Corporations, and Assets and Trusts, can be used for this calculation. Individual corporate NOL and NOL worksheets can be found in the Special Applications section of the RGS website.
The report must include a calculation of the amount of net operating loss allowed in any year. The calculation shall include the loss changes required by IRC 172(b)(2). Form 3621–A, Calculation of a Net Operating Loss Deduction for Intermediate Year Modifications, can be used for this calculation. IRC 6411 allows the taxpayer to apply for reimbursement or credit using Form
1045 (for individuals) or Form 1139 (for corporations); adjustment of the tax is not a claim. Examiners should be aware that provisional allocations are cases of special interest of restricted interest. The Campus calculates and pays restricted interest when the provisional refund is processed. See IRM 4.10.8.15.3.4. The review report that reflects a provisional allocation of a refund
or credit is explained below. Adjusting Net Loss of Operation Deduction (NOLD)—The report should show the correct amount of NOLD. If NOLD is allowed in its entirety, all NOLD would be displayed as an adjustment. If NOLD is not allowed, the setting in the report would be zero. Taxable income as shown in the report — The taxable income per return (or as adjusted above) is
the amount before the provisional allocation. Taxpayer Examination Report prepared according to the instructions in this section, and an exam report with the following noted in the top margin For case processing use only — Prepare this test report using RGS (this will ensure that Form 5344 is correct). Taxable income should reflect taxable income as tentative drag through the
transcript. Pre-adjusted tax — The previously adjusted tax must include any allowed tax decreases in the processing of the provisional allocation. The report must include a schedule that shows the tax calculation as adjusted above. Examples of a report after a provisional assignment — Acts: Corporation X files its Form 1120 from 1992 on time. The taxable income is $888,888 and
the tax is $302,222. In 1995 there is a net operating loss of $30,000. On 4/30/96, a Form 1139 is filed and the corporation receives a refund of $10,200. Returns from 1992 and 1995 are examined. Example 1: The review does not change in 1995. THEREFORE, NOLD was fully allowed in 1992. There is no change in taxes because the corporation has already received the
provisional refund. See Exhibit 4.10.8-10. Example 2: The exam results in additional revenue in 1995 of $17,000. This reduces NOLD to $13,000. There is a 1992 deficiency of $5,780 because the corporation received a tentative refund based on a NOLD of $30,000. See Exhibit 4.10.8-11. Example 3: The exam results in revenue in 1995 of $50,000. This eliminates NOLD. There
is a $10,200 deficiency because the corporation received the provisional refund of $10,200. See Exhibit 4.10.8-12. Interest is charged for a tax deficiency under IRC 6601 for the period of time the taxpayer had use of government money, or paid in an over-tax or overpayment under IRC 6611 for the time the government has the taxpayer's money. In most cases, the period of time
during which interest is collected or paid to the taxpayer begins on the due date of the return. Scan changes that follow this rule are called General Settings. Examples include adjustments to expenditures, changes in income, increases or decreases in a current credit, and adjustments made to losses/credits dragged from previous years. The interest accrual period is shorter or
more restricted if there are certain deductions, credits, or income elements. Scan changes to these items are called Restricted Settings. Examples include net operating loss, capital loss, or credit transfers from a later year. In these cases, the interest is calculated from the due date of the source year of the carryforward item. This is also called the restricted adjustment effective
date. See Exhibits IRM Provisions 20.2.1-1, which list deductions, credits or income items and interest-restricted provisions of the Code. Cases with restricted interest adjustments are complex and require special handling. Nogreed cases are sent Appeals through Technical Services. Cases agreed with certain refunds over $2 million ($5 million for C Corporations) are sent to the
Joint Committee Review at LB&amp;I. For further details on the criteria of the Joint Committee, see IRM 4.36, Procedures of the Joint Committee. Agreed cases that do not meet the criteria of the Joint Committee are sent to Technical Technical if they require a Form 2285, Concurrent Deficiencies Determinations, to be prepared. After Section I of Form 2285 for an LB&amp;I
Coordinated Industry Case is completed, the SB/SE Technical Services Reviewer or the LB&amp;I Joint Committee Reviewer must send a copy of the form to the team coordinator for inclusion in the case history record. If the reviewers or PCC staff have any questions about the calculations for any Form 2285, they should contact the examiner who prepared the report for
clarification before sending it back to the group. Form 2285 is necessary when one or more of the following three criteria are present: general adjustments and restricted adjustments; drag adjustments of more than one tax period; or more than one restricted interest calculation date. In these cases requiring Form 2285, the examiner's report should clearly reflect adjustments to
drags or recapture of nols or credits. The adjustment in the exam report should reflect the source year of the drag, that is, NOL carryback from tax year YYYYMM . CCP will use the completed Form 2285 to calculate the interest on fiscal years in the exam report. For further instructions related to suspended interest, see IRM 4.10.8.15.13. In complex cases with multiple restricted
adjustments, it is suggested that the examiner prepare a Joint Committee spreadsheet for the applicable periods. See IRM 4.36.3.6.5, Joint Committee Spreadsheets. Agreed cases that do not meet the jurisdictional amount of the Joint Committee and do not require a Form 2285 must be sent to the PCC in state code 51. To help the ECC calculate restricted interest adjustment,
examiners should reflect the source year of the drag in the adjustments section of the review report and identify the tax periods that contain the restricted adjustments on Form 3198. In applying these rules, examiners must disregard any restricted adjustments that represent a provisional assignment filed on Form 1045 or Form 1139 that have been accepted as submitted. This is
because when the tax is paid, the campus function automatically generates a restricted interest calculation. For all cases of restricted interest, Form 4549 or other appropriately, with all identified settings must include in Other Information the following or a similar statement; This report involves restricted interest. In such cases, some or all of the interest is calculated from a date
other than the repayment due date. Additional language must be added to explain the calculation period, for example: Interest assigned to your NOL drag from 2014, is calculated from the date of 4/15/2015. Under IRC 6404(g), interest is suspended from MM/DD/YYYY to MM/DD/YYYYY. Your provisional refund filed on the Form (1045 or 1139) for YYYYMM has been (in whole or
in part) disallowed. Interest related to this adjustment is limited to the expiration date of the source year declaration. For cases of restricted interest that do not result in a statement should be added to the Other Information section of the report: Even if there is no change in your tax liability, there may be interest payable or receivable as a result of this report. This is because one or
more of the settings is a restricted setting. The tax related to this adjustment has a different interest calculation date than the return. See IRM 4.10.8.3.3. The examiner must seek the taxpayer's agreement in such cases. Form 3198 with Restricted Interest applies to yr ___ by checking the corresponding box and filling in the blank for the year. If Form 2285 is not required, check
the box in the Special Features section. If Form 2285 is required, check the box in the Forward to Technical Services section. For a step-by-step decision model for restricted case management, see the Restricted Interest Decision Table in Exhibit 4.10.8-13. Changes to the taxpayer's name or address require the examiner to complete Form 2363, Master File Entity Change, as
soon as clear and concise notification is received. See IRM 4.10.2.11, Changing Taxpayer Address, for additional information on clear and concise notification and completing Form 2363. Examiners must also complete Form 2363, when there is a permissible/agreed change in the taxpayer's filing status. The examiner should EEfax Form 2363 to CCP as soon as possible. Refer to
the CCP website for EEfax CCP exam numbers. For additional information, see IRM 4.4.11, AIMS/Processing, Entity Changes. Regulation 1.6013–1(a)(1) does not allow spouses to switch from a joint return to a separate return, unless before the expiration date of the return (without regard to any extension of time to file) any of the spouses subsequently file a separate return. The
separate return is a replacement return. Separate statement filed by an executor — In certain circumstances, a surviving spouse may file a joint return for the year of death if an executor or administrator has not been appointed at certain times. IRC 6013(a)(3), and Treas. Reg. 1.6013–1(d)(3) &amp; (4). A executor or administrator of a deceased person may challenge a joint return
filed by the surviving spouse. See IRC 6013(f)(4) and Treas. Reg. 1.6013–1(d)(5). Invalid Joint Elections — Sometimes, after a joint declaration is processed, it is determined that the joint election is invalid even though the declaration itself is valid for the purposes of IRC 6011 and IRC 6012. Some reasons why a joint election may not be valid include: Taxpayers they were married,
The declaration is not signed by both parties, The declaration was signed under coercion (Treas. Reg. 1.6013-4(d)), A spouse's signature was forged. An unsigned return can be corrected by obtaining a valid signature using Charter 2348, Declaration (2) letter. In addition, the declaration can be treated as signed by establishing both spouses with the intention of filing a joint return.
See Federbush v. Commissioner, 34 T.C. 740, 757 (1960), aff'd per curiam, 325 F.2d 1 (2d Cir. 1963). When closing Separate return from the person whose Social Security number appears first (the primary taxpayer) on the invalid joint return, the following steps must be taken: Prepare a report using the correct filing status and only the primary taxpayer's income, deductions, and
credits. Request the taxpayer's agreement. Follow the agreed/un agreed normal procedures. Display only one name on Form 5344. Prepare Form 2363 to correct the name line to reflect only the primary taxpayer and correct the filing status on the account. Check the following Transaction Code boxes on Form 2363:013 and 016, and enter the appropriate display status code in the
FSC box. See IRM 4.10.8.15.4, Form 2363, for additional information. Check the box on Form 2363 in the Included Forms section of Form 3198. If the file does not yet contain the separate return for the person removed from the joint return, the return must be requested (if a return is required). That return must be closed along with the joint return with instructions to the CCP
function to process the return as an original return. If a declaration is required and is not filed, follow the substitute for return procedures to make an assessment against the person whose name was removed from the joint return. Spouses who originally filed returns on a separate basis can find their advantage using a joint tax calculation. To switch from separate to joint return,
taxpayers can file a joint return or a modified Form 1040X. For fiscal years beginning on or after 31 July 1996 (e.g. calendar year 1997), taxpayers do not need to pay the tax on the joint declaration in its entirety as a condition for choosing the joint statute. IRC 6020(a) authorizes the Secretary to prepare a return for a taxpayer who does not make and file a return if the taxpayer
discloses all information necessary for the preparation of the return. If the taxpayer signs the return prepared by the Secretary, the return can be received as the taxpayer's return. If a taxpayer does not make a return, or makes a false or fraudulent statement, IRC 6020(b) authorizes the Secretary to make a statement of his or her own knowledge and the information he or she may
obtain through testimonials or otherwise. IRC 6065 requires that a statement contain or be verified by a written statement that it is made under penalty of perjury. Joint filing status under IRC 6013(a) is based on spouses making an election and intending to file a joint return. consequentially, the Service may not choose the joint filing status on behalf of taxpayers in a declaration
that prepares and signs under the authority of IRC 6020(b). See Millsap v. Commissioner, 91 T.C. 926 (1988), acq. in result, 1991–2 C.B. 1 (filing status used by the IRS in the preparation of the return under IRC 6020(b) does not bind taxpayers in a subsequent deficiency procedure). A spouse-signed Form 870 is not a return under IRC 6020(a) and is not an election to file a joint
return under IRC 6013. This celebration celebration applies to Form 1902, Individual Income Tax Audit Change Report (deprecated in 1988), and Form 4549, Income Tax Review Change Report, and any form successor to these forms, because these documents are not intended to be returns and do not contain an oath with a perjury penalty clause. If married taxpayers fail to
execute a joint return, the examiner will have to close the singreer case using a filing status other than the married joint return. Generally, the filing status of these taxpayers will be married by filing separately. Based on facts and circumstances, the examiner will need to determine whether a return is needed for one or both taxpayers. See Rev. Rul. 2005-59. IRC 6013(b)(2)(A)
requires taxpayers to make a joint return choice within three years of the original tax return due date (regardless of an extension). IRC 6013(b)(2)(B) requires taxpayers to make a joint return choice before sending a deficiency notice for that year to any of the spouses if the spouse files a timely petition with the Tax Court regarding that year. IRC 6013(b)(2)(C) requires taxpayers to
make a joint return choice before starting the lawsuit in any court for the recovery of any part of the tax for that taxable year. IRC 6013(b)(2)(D) requires taxpayers to make a joint return choice before any of the spouses has entered into a closing agreement with respect to that taxable year, or before any civil or criminal case arising against any of the spouses with respect to that
taxable year has been compromised. If an amended return is received during an examination, examiners will generally examine the amended return to determine whether the notified tax is correct. The examination will be conducted as soon as possible after the return is received and to the extent deemed necessary. An amended return received from a taxpayer during an
examination, with or without remittances, will remain in the case file. Separate files must be configured for each spouse, as each file will be closed under its own document locator number (DLN) Generally, the parent file will be the first SSN shown in the joint declaration, and the child file will be the second SSN shown in the joint declaration. The main file will include the original or
copy of the joint amended declaration. The original independent return of the parent and a copy of the child-independent return must be attached. The secondary file will include the original independent return of the A copy of the first page of the amended joint declaration must be attached. Two reports will be prepared when independent returns become a joint return. Main file:
Prepare a report that starts with the main account and includes as settings the items that appear in the secondary separate return. At the end of the review, the examiner will request an agreement covering the proposed changes. If a deficiency is not obtained, normal appeal procedures apply. Secondary file — prepare a second report to adjust all taxes and previously evaluated
on the account secondary to zero. Primary and secondary files must be closed to CCP together as a case file. Prepare a Form 5344 for each file and include the secondary taxpayer's name on Form 5344 for the parent file. Prepare Form 3198, which will be transmitted with the case record, and include the following comments: Separate return(s) converted together, Add secondary
contributor(s) to the main account, Indicate the estimated tax payments to be transferred from the secondary account to the main account, and indicate whether or not the tax has been paid. A report that includes adjustments to investment credits (including recapture of investment credit) must include a calculation showing the correct investment credit. IRC 46 defines credits that
are considered investment credits. Form 3468, Investment Credit, can be used to display the corrected investment credit calculation. IRC 38 limits the amount of general business credits (including investment credit) that can be used in any year. Form 3800, General Commercial Credit, can be used to display investment credit limitations when the taxpayer is eligible for more than
one type of general commercial credit. The report should clearly show the amount and year of origin of any adjustments to the carryforwards or drags of investment credits. IRC 50(c) requires the recapture of all or part of the investment credit in the event of an early disposal of the property that generated the credit. Form 4255, Investment Credit Recapture, can be used to display
the tax calculation due to the recapture of the investment credit. When an audit results in an adjustment to self-employment tax, the information is electronically forwarded to the Social Security Administration via Form 5344. See IRM 4.4.29.2, Self-Employment Income Adjustments. Please include the following information as appropriate on Form 5344: (See IRM 4.4.29.2.1.1,
Changes in the Income Reference Code/Self-Employment Taxes): Reference number 878: a net increase or decrease in the primary taxpayer's self-employment income. Reference number 879: a net increase or decrease in secondary taxpayer self-employment income. For 1990 and the following fiscal years, enter the self-employment adjustments multiplied by .9235. The net
increase or decrease in the self-employment tax reference number is 889. Changes in primary and secondary self-employment tax must be combined for an adjustment to reference number 889. The employer must raise the employee's declared salary taking into account IRC 3101 tax rates; By if the Social Security tax rate is 6.2% and the Medicare tax rate is 1.45% for a total of
7.65%, the computation uses .9235 (i.e. 1 x .0765). Separate adjustments must be made for the Social Security portion and the Medicare portion of self-employment tax. For the maximum amount of combined wages and self-employment income subject to Social Security tax for a period, period, 334, Small Business Tax Guide. There is no limit on wages and self-employment
earnings subject to Medicare tax. If it is discovered during an exam that tipping income has been reported by the employee to the employer, the FICA tax may have to be adjusted. See IRM 4.4.29.3, Group Procedures for Adjustments to TipPing Income, and IRM 4.23.10.18, Procedures for Adjusting Employee Tax on Income from Tips Not Reported to the Employer. When an
exam results in an adjustment to the FICA tax portion of employees, examiners must follow IRM 4.23.10.17, General Procedures for Adjusting employee participation of FICA/RRTA taxes including Medicare Additional Tax (AdMT). A person employing domestic workers reports employment tax payments annually in Annex H, Household Employment Taxes, which is attached to
Form 1040, Form 1040-NR, or Form 1040-SS. If a person is not required to file a tax return (for example, because the income is below the amount required by the person to file) Annex H can be filed by himself. The use of List H to report and collect these taxes does not change the nature of the tax. Changes are changes in employment tax. Changes cannot be included in the
income tax report. Changes should be made to an employment tax report (see (4) below). Changes are not subject to deficiency procedures and should not be included in a deficiency notice. No part of the employment tax reported in Annex H is available for reimbursement based on changes in a taxpayer's income tax liability. For the purposes of Annex H, the employer is: The
taxpayer who applied for the EIN, which is required. For joint returns, only one taxpayer can be the employer and this would be the spouse who obtained the EIN. Adjustments to List H require the preparation of Form 4667, Exam Changes - Federal Unemployment Tax; Form 4668 Employment Tax Review Change Report; and Form 2504, Agreement for the Evaluation and
Collection of Additional Taxes and Acceptance of Excessive Assessment. Adjustments on Form 4668 must be made in the fourth quarter. When making List H adjustments, Form 3198 must be attached to the case file. The Other Instructions section should contain the following notation: H-Schedule Adjustment — Forms 4667, 4668, and 2504 included for the primary or secondary
taxpayer (whichever applies). For joint respondents, it is essential that the primary/secondary designation be made to allow the precise completion of Form 5344. As with any other change in tax employment involving wages, the corrected or delinquent W-2 should be secured as needed. See IRM 4.23.10.10.5, Household Employment Taxes, for additional information. The
Engineer's Memorandum Report, Form 3213 — is used as the transmission of the report for the engineer's report on non-LB&amp;I cases. The Problem Management System (IMS) is used to transmit LB&amp;I case reports. For more details on the content of the engineer's report, see IRM 4.48.1, Overview of Engineering Program. Form 4665 4665 that an engineer was involved
in the case and whether or not the engineer's findings are accepted. When accepted, the engineer's results will be included in the examiner's report. Working documents related to the SB/SE case engineering report should be placed in the case file. The International Examiner's Report, Form 3963—is used as the transmission of the report for the international examiner's report on
SB/SE and LB&amp;I cases. Form 3963 provides administrative information, compliance verification information, considered but not changed issues, and Form 886–A, etc. For more details on the preparation of Form 3963 see IRM 4.60.9, Report of the International Examiner. It shall be noted that Form 4665 participated in the case and whether or not the findings of the
international examiner are accepted. Where accepted, the international examiner's explanation of the items shall be included in the examiner's report. Working documents related to the Report of the International Examiner should be placed on the case record. IRC 6404(g) suspends interest if, as a result of an examination, the IRS does not promptly provide individual taxpayers
with adequate notification of liability and the basis for liability. The IRS has 36 months (or 18 months in certain cases) from the expiration date of the return or the return date filed (with respect to extensions), whichever is later, to notify the taxpayer of additional liability without suspending interest. See IRM 20.2.7.8, IRC 6404(g) Suspension of Interest for additional information on
the reporting period, interest suspension period and effect of modified returns. A notice provided within the prescribed period prevents the suspension of interest if the notice adequately indicates the amount of liability and the basis of liability. See IRM 20.2.7.8.5, IRC 6404(g) Notice for appropriate warning requirements and the effect of multiple notices. See IRM 4.31.6.3.6.3, IRC
Section 6404(g), Suspension of Interest and Certain Sanctions, for notification requirements for individual investors of a transfer entity. The notification date IRC 6404(g) must be indicated in a copy of the notice retained in the case file. When the 6404(g) interest suspension is applied, the examiner must include a statement in the Other Information section of the exam report using
language similar to the following: If there is an IRC 6404(g) notification date, include the following - IRC 6404(g) applies, and the (date) was reported. If there is more than one IRC 6404(g) notification date, as defined by IRM 20.2.7.8.5.1, Multiple IRC Notifications 6404(g), each date of notification and the part of the liability attributable to notification date will be recorded in the
Other information section of the exam report and must contain the following language -IRC 6404(g) applies and there are XX different notification dates. The first notice was provided on (date) for $(amount of liability); the second notice was provided on (date), etc. In each individual case with an adjustment of responsibility, examiners should indicate on the page Form 3198, IRC
6404(g) does not apply or enter the applicable date(s) of notification and amount of liability. If there is more than one IRC 6404(g) notification date, note on Form 3198 that the restricted interest applies due to IRC 6404(g), and see the Other Information section of the exam report. See IRM 20.2.7, Abatement and Suspension of Debit Interest for additional information. There are
usually two types of changes that can be made as a result of transactions involving an Individual Retirement Agreement (IRA) or a qualified retirement plan during an exam: income adjustments and taxes resulting from not complying with IRA rules. Income adjustments: Income adjustments, such as the taxpayer's deduction for an IRA contribution or the inclusion of premature
distributions in income, will be reflected in the income adjustment line on Form 4549. Taxes resulting from non-compliance with the IRA Rules: Taxes, such as IRC 72(t), early distribution tax, and IRC 4973, IRC 4974, and IRC 4980A, over-contribution taxes, accumulations, and distributions, are reflected in the More Other Taxes line on Form 4549 as an addition to corrected tax
liability. The tax type will be identified in the Other Information section. You must attach a lead sheet to display the tax calculation. In joint return cases, the spouse to which the tax belongs must be identified on the lead sheets. If applied to both spouses, the amount of tax applicable to each spouse will be identified. These taxes are typically reported on Form 5329, Additional
Taxes on Qualified Plans (including IRAs), and Other Tax-Favored Accounts. IRM 21.6.5.4.2, Individual Retirement Arrangement (IRA) Taxes, lists taxes that can be evaluated on qualified IRAs and retirement plans if the taxpayer does not conform to the rules governing IRAs. Attention should be paid to whether the tax is an income tax or excise tax, as this will affect the
preparation of reports and the statute of limitations. If consent is being prepared to extend the requirement and an excise tax can be evaluated due to an IRA, complete the tax type line on the consent form by inserting Income and Chapter 43 (Excise) Tax. Excise law should also be extended in addition to income tax law if there is a possibility that an excise tax may apply.
Separate Forms 3244-A, Payment Registration Bonus, must be prepared for each type of tax, taxpayer, and tax period. Therefore, Separate Forms 3244-A must be completed if an advance payment is received for a deficiency that: income taxes and excise taxes, or is attributable to both spouses on a joint return for a qualifying retirement plan/IRA adjustment. The MFT block will
be noted MFT 29 and the Observations block pointed to IRA-MFT 29 if the tax is an excise tax. A check can be accepted for payments related to income taxes and excise taxes. Separate Forms 5344 are required for processing: processing: retirement plan adjustments and income tax adjustments. If a joint return is being examined and the IRAs of both spouses/qualified
retirement plans are adjusted in addition to other income tax adjustments, three Forms 5344 will be required, one for income tax adjustments and one for each spouse's IRA adjustments. Enrollments on Form 5344 for IRA/qualified retirement plan adjustments are generally the same as income tax adjustments, except that no entry is required in points 18 through 40. See IRM
4.4.14, Individual Retirement Account (IRA), Educational Savings Accounts, and Medical Savings Account Adjustments for instructions on how to complete entries on Form 5344. Case files containing IRA/qualified retirement plan adjustments will be identified on Form 3198, checking the Special Features Other Instructions block, followed by IRA Adjustment, the tax rate (i.e. 6%,
50%, etc.), the amount of taxes attributable to each tax type, and identifying the SSN of the account to be adjusted. Each taxpayer is required by law and regulations to keep records in sufficient detail to prepare an adequate return. This may require the maintenance of such permanent account books and sufficient records to establish the amounts of gross income, deductions,



credits, or other matters that will be displayed on the taxpayer's return. See Bond Regulations 1,6001–1. Taxpayers who maintain automated records can enter into a record retention agreement with the Area Manager. This agreement limits retained records to those specifically identified as necessary to perform audit procedures. Improper record notices put taxpayers on notice
that their record-keeping practices are poor and need to be improved to meet the requirements of the law. Issuing an Inadequate Records Notice can result in a follow-up exam and is a tool for enforcing legal requirements with taxpayers to maintain adequate records and properly report tax obligations. The determination that a taxpayer has not maintained adequate books and
records, or has not complied with a record retention agreement, is a matter of judgment and should be based on the facts of the individual case. Factors to consider include, but are not limited to: An alternative or indirect method was used to establish the amounts of gross income, deductions, credits or other matters displayed on the taxpayer's return because the taxpayer's
records were not sufficient, previous history and current degree of non-compliance, Indications of intentional intent or refusal to maintain adequate books and records, Likelihood that deficiencies in record keeping will result in a significant subreport of tax obligations, or other evidence of injury to the Government. The following section discusses examination procedures for handling
inappropriate log issues. All time for the development of inappropriate registration issues by examiners should be charged to the case. Examiners should avoid criticizing the work of the employees, accountants or lawyers in a way that would suggest wrongdoing or negligence. Examiners should focus on explaining how taxpayer books and records are inadequate and what steps
should be taken to bring them into conformity with applicable statutes. Examiners should document: The nature of the inadequacies of taxpayer records, the discussions of the Examiner/Group Administrator and the Basis for the conclusion reached. If an examiner determines that the taxpayer has not substantially complied with the law and regulations to maintain appropriate
books and records or record retention agreements, the examiner should discuss deficiencies with the group administrator to determine whether a notice of inappropriate records should be issued. If the case includes a record retention agreement, the COMPUTER audit specialist should be contacted. Generally, Charter 979, Notification of Inadequate Registration, requesting a
follow-up return on the taxpayer's corrective action within 6 months, will be used to notify the taxpayer. If the taxpayer is within the scammer's classification, engages in illegal activities, or is intentionally ignoring the law, the examiner will prepare Form 2807, the Agreement to Keep Adequate Account Books and Records, and Charter 978, Notice of Inadequate Records, which
includes a description of the exact records required and penalties for not keeping records. The designated contact identified in Charter 978 or Charter 979 must be the person in PSP responsible for monitoring future taxpayer compliance. Form 2807, or Narrative Letter 979, should include the following: The date the taxpayer was orally notified that the records were inadequate or
not in compliance with a record retention agreement, The tax years examined, A clear and concise statement specifying how the taxpayer's records were inadequate or not in compliance with a record retention agreement. Form 2807 must specify the books and records to be maintained. Form 2807 and Charter 978 (or Letter 979) are approved and signed by the group manager.
Notices of improper registration must be personally served by examiners or sent by certified mail. The examiner shall complete the service registration in Charter 978 and Charter 979 at the time of delivery or before the certified mail is sent. The service record must also be completed on all retained copies. If sent by registered mail, the return receipt shall constitute the service
record and shall be attached to the copy of Charter 978 or Letter 979 retained in the case file. If Form 2807 is mailed, Charter 978 must be held 15 days to give the taxpayer the To execute Form 2807. Section 3201(d) of the RRA 98 requires that, where possible, any notification relating to a joint declaration be sent separately to each individual submitting a joint declaration.
Congress believed that sending separate notices would result in mail being sent to a spouse who moved. See IRM 4.10.1.2.2.1, Independent Notification Requirements, for detailed procedures. Detailed. a notice is addressed to a corporation, must be delivered to an authorized officer to sign tax returns and preferably to the officer who signed the return under review. In the case of
an association, the notice will be addressed to all partners and will show the name in which the association is doing business. The original notice will be delivered to the partner who signed the return or, if this is not possible, to a partner actively participating in the business. A copy of the notice, including personal service registration or mail receipt, will be sent by registered or
registered mail to all other partners. Receipts for these shipments will be associated with the copy of the notice retained in the case file. Income agents must deliver Charter 979 or Charter 978 and Form 2807 at the closing conference if possible. Otherwise, mail certified. Where Form 2807 is required, the taxpayer will be given the opportunity to execute the agreement, specifying
the books and records to be maintained. Tax Compliance Officers/Tax Auditors must deliver Letter 979 or Charter 978 and Form 2807 to the taxpayer on a subsequent appointment if possible. Otherwise, mail certified. Where Form 2807 is required, the taxpayer will be given the opportunity to execute the agreement, specifying the books and records to be maintained. In joint
investigations, the criminal investigator shall determine the appropriate time to inform the taxpayer of the inadequacies of the records and issue the letter of notification. The criminal investigator is also responsible for delivering the Notice of Improper Records. Letter 978 and letter 979 serve as notification to taxpayers that their records are inadequate and the execution of Form
2807 is not necessary to close the case. Whether or not the taxpayer signed Form 2807 will be indicated in Charter 978. If the taxpayer does not execute Form 2807 and the case is not gredido, the taxpayer will be informed of the additional opportunity to discuss the matter at an Appeals conference. Taxpayers who accept the proposed adjustments but do not execute Form 2807
are not given an Appeals conference. Examiners will prepare a detailed Form 5346 by following the instructions on the back of the form. The other section should indicate that the package is documentation for a notice of inappropriate records. The package should include: Copies of relevant working documents, Copy of audit report, Copy of letter 978 or Letter 979, Original Form
2807, if applicable. A completed copy of Form 5346 must be included on the work papers with other documentation of the problem. The original Form 5346 and documentation must be forwarded to PSP for suspense and Follow-up exams will be conducted when appropriate. These exams should be initiated in sufficient time to complete within the established audit cycles. The
dossier should document the consideration of the declare whether the taxpayer has corrected deficiencies in record-keeping practices. If the examiner concludes that the taxpayer is substantially complying with the requirements for maintaining adequate records, inadequate record reporting information should be included in the case file when the examination is closed. If the
examiner concludes that the taxpayer is not substantially complying with the requirements for keeping adequate records, then the examination of additional enforcement measures, such as the assertion of sanctions, is warranted. In addition to preparing all the reports necessary to document the results of the audit and organize the contents of the case file, examiners have other
critical case-closing requirements. Completion of Form 5344 is required prior to the close of a case. Use of Form 5344 in RGS is required. The entries required for examiners are described in IRM 4.4.12, Examined Closures, Surveyed Claims, and Partial Assessments. Because case grading is the responsibility of the group administrator (but an entry in this field is required for an
agent to forward a case), examiners must enter their own grade unless their group administrator instructs you to enter another grade. Group administrators should also review this entry on Form 5344 before the case closes to ensure accuracy. The EOAD was designed to provide data to track the adjustments of the review as a matter of question. This data will be used to improve
the ability to identify specific areas of non-compliance based on test results and track the effectiveness of the test classification process. EOAD data capture is mandatory for all individual, corporate, S Corporation, and association return exams. EOAD data should be entered for all issues examined, both adjusted and undessed elements. Data capture for EOAD must be performed
just before closing the case (after completing exam report and automated 5344). See IRM 4.10.16, Examination Operational Automation Database (EOAD), for detailed instructions. As of March 1, 2006, CCP established uniform guidelines for file folder color. Scan groups should use the following file folder colors when closing cases to Case Processing: Red: Case with a status
date that expires within 180 days. Yellow: only use approved by headquarters. The purpose of use will change periodically as an interim guide is issued and published on the Orange Interim Guidance – IRS Lavender Employee Audit website – NRP 1040 Plum – NRP Form 1120S Light Blue – Claims (this includes innocent spouse; injured spouse; and any other claim). The type of
claim must be recorded on Form 3198. RGS is designed to be used by the Exam or other users who select, examine, control, process or monitor income tax cases. The system improves the performance of the work process by automating numerous activities such as tax calculation, ticket calculation, interest calculation, case file documentation, time reporting, IDRS interface,
working work document protection of the date of the law (normal and TEFRA), preparation of letters, inventory control, preparation of management reports, recovery of case files (both open and closed), problem tracking, as well as many other functions. See IRM 4.10.15, Reporting Software (RGS), for additional instructions. The benefits obtained from the use of RGS are:
Accurate and consistent tax and interest calculations and recalculations, Calculation of legal adjustments flowing to the report, Timely reports that can be provided to taxpayers immediately or after managerial approval, Preparation and validation of Form 5344, Consistent Formatting, Identification and Organization of Work Papers, Passive Data Flow to Correspondence and
Correspondence Forms, and Passive Data Collection with Associated Conversion and Roll Up Programs such as EOAD. To close a case outside of RGS, RGS group codes need to be entered. RGS group codes can be found in the Excel® Employee Group Code Contact Files file on the AIMS/ERCS website. RGS provides standard explanations automatically for legal
adjustments. In addition, RGS provides nationally approved Standard Explanations and the user has the opportunity to customize standard paragraphs. The number of custom standard explanations should be limited as the National Standard Explanations have been approved by the Chief Counsel. IRM 25.2.2, Whistleblowers and IRM 25.2.1, Guide to the General Operations
Division for Whistleblower Complaints, provide guidance on receiving, evaluating and processing whistleblower claims for rewards. These IRRs should be consulted for the correct processing of informant complaints. See IRM 4.11.57.4.3.6, Confidential Informants, for third-party contact rules applicable to informants. See IRM 4.11.57.6.5, Contacts with Informants, and IRM
25.27.1.3.5, Retaliatory Notification Procedures, for additional information on how to contact informants. Often, it may be necessary to contact informants again for case development purposes. It is recommended that examiners consult with their group manager before contacting the informant again. When an exam includes an informant's complaint, an AIMS N freeze should be
used to ensure that the results are communicated to the Informant Claims Examiner (ICE). References to the Informant's Claim of Reward: IRC 7623- Insufficient payment and fraud detection expenses, etc;; Reg. 301.7623-1 - Rewards for information related to violations of internal income laws, MRI 1.2.1.5.15 - Policy Statement 4-36 - Identity of other agency informants IRM
1.2.1.5.12 - Policy Statement 4-27 (Formerly P-4-86) - Rewards determined by the value of the furnished information and the calculation and payment of rewards, MRI 1.2.2.10.10 - Delegation Order 9-10 (formerly OJ-16. 16 - Authorization to Approve Confidential Expenses, IRM 1.2.2.14.7 - Delegation Order 25–7 (Rev. 3) - Authority to Make a Determination Under IRC 7623 ,
IRM 1.2.2.14.12 - Delegation Order 25–12 (Rev. 1) - Third Party Contact Determination of Retaliation, IRM 25.2.1 - Guide to the General Operational Division for Complaints of Job Whistleblowers, IRM 25.2.2 - Complaint Awards, IRM 4.11.57 - Third Party Contacts, IRM 25.27.1 - Third Party Contact Program, RRA'98 Section 3503 - Disclosure of Criteria for Exam Selection,
Informant Communications are Confidential. The existence of a communication from an informant should not be disclosed to the taxpayer. All claims, reports and information of informants will be transmitted from office to office in double-sealed confidential envelopes marked as To be opened only by recipients and stored in closed filing cabinets. The name of the informant should
not be used in the examiner's report, working documents or Form 4665. Every effort should be made to exclude from newspapers any reference to the fact that the case involves an informant. Delete all information related to the informant or informant's information from the file before the case file is taken out of the office for examination. The taxpayer may ask why their return was
selected for examination. Pub 1 has been revised and includes a statement describing the general criteria and procedures for selecting taxpayers for the exam. The Service is not required to disclose the basis for the selection of a particular taxpayer for examination. Generally, it is the Service's practice to respond if the source of the exam is random, generated DIF (without
explaining the scoring process), or whether it is generated from a public source (for example, public media report). However, if the source of the exam is an informant, the Service is not required to disclose that an informant exists. The examiner and his/her group manager should consult with Disclosure when prompted to provide a response to return the selection of informant
cases. See the Contacts web page of the disclosure office. If an assigned statement contains a Form 211, Original Information Award Request, and/or Form 3949, Information Report Reference, determine whether the return should be accepted as submitted. The return can be surveyed. Normal survey procedures should be followed using Form 1900. Form 11369, Confidential
Assessment Report on The Reference Claim, must be completed in all cases containing a Form 211 claim. This includes cases closed by survey. See IRM 25.2.1.5.5.2, Form 11369 for Surveyed Claims. Seal all information regarding the informant's claim and all forms mentioned above in a confidential envelope. Remove all references to the Form 211 Claim from the case file.
Note on Form 3198Mean informant's claims assessment by reward, route to the _______________ campus, Attn: Informant Claims Examiner (ICE) At the end of the exam, the examiner must prepare two files: a complete file for regular processing through SPC, and a partial record to be sent to the Campus/Compliance Center for the processing of the reward claim by The Claims
Claims Informant (ICE). The reward claim file must contain the following documentation: Form 11369; Copies of all statements examined, substitutes for the return prepared during the review and/or insured returns prepared by the taxpayer; Copy of the exam report; Special Agent Evaluation Report (if applicable) attached to Form 3949; Copies of activity logs; Copies of Form
4318; Any other information that may assist ICE in processing a reward claim. The reward claim memorandum, along with the entire case record, must be approved by the group administrator. All of the above items will be included in a confidential envelope marked as ICE Copy and included in the case file when closing the case. Write down Form 3198 with the following
instructions: Informant's Claim Case. The designated area reviewer (currently a psp role) will review Form 11369 for the determination of the reward and sign Form 11369 in addition to the PSP Manager. The reward claim file will then be sent to the ICE Campus, which will release the N freeze. All notification cases claim that they have an N freeze in the case and cannot be closed
outside the area until the N freeze has been removed. This section provides procedures for deceased taxpayers. Deceased taxpayer procedures should be followed when a taxpayer has died, if the death occurred before or after the filing of the return. References for deceased taxpayers: IRM 4.4.3.7, Refunds to Other Taxpayers, MRI 4.10.9.8, Special Situations Requiring
Documentary Evidence, Pub 3920, Tax Relief for Victims of Terrorist Attacks. If there is a fiduciary relationship, the case file must include probate letters and Form 56, Notice concerning the fiduciary relationship, which will be attached to the statement. In the case of a deceased, if there is a fiduciary relationship, reports and correspondence must include the name of the current
administrator or other appropriate representative. Correspondence and reports will also be mailed to the trustee's address. Once legal evidence of death has been obtained, correspondence and examination reports should be addressed as follows. For joint returns: For single/separate returns: Joint repayment agreements - Must be signed by the surviving spouse and executor or
estate manager of the deceased taxpayer. If no executor has been appointed, the surviving spouse signs for himself and the deceased (e.g. John Doe, Deceased, Mary Doe's Surviving Spouse. ) If both taxpayers have passed away, the executor of each estate must sign the agreement. If the surviving spouse does not receive all deceased property or sufficient assets to cover tax
responsibility, cannot be signed as a surviving spouse, and correspondence must be sent to the last known address of the deceased and the surviving spouse at his/her current address. If the surviving spouse received all of the deceased's assets and the estate is closed, Form 2045, the Assignee Agreement, and Form 870 with a special language, they will have to be See IRM
4.11.52, Cases of Responsibility of Assignees. See IRM 25.6.22.6.1.4, Decedents, when preparing consent for a deceased. If a deceased dies intestate and no executor or administrator is appointed, no one can sign consent to the deceased or the estate that extends the income tax settlement period. Similarly, consent cannot be executed after the executor or administrator has
been de-entered. See Rev. Rul. 83–41, 1983–1 C.B. 349, clarified and amplified by Reverend Rul. 84–165, 1984–2 C.B. 305. An heir responsible under IRC 6901 as a assignee may sign consent for his or her own responsibility. A surviving spouse generally has no authority to sign consent on behalf of the deceased spouse. Goods are generally considered successors in the
interest of the deceased under state law and as the successor of the deceased in interest, the executor or manager of the estate is the appropriate party to execute consent. If necessary, a legal notice of deficiency must be issued. Where a refund is to be made to someone other than the taxpayer on whose behalf the tax was paid, documentary evidence must be provided to
enable refunds. This includes (but is not limited to) deceased taxpayers, trustees, estates, guardians, minors, dissolved corporations, reorganizations, and bankruptcy cases. See IRM 4.4.3.7, Refunds to Other Taxpayers and their subsequent sections for guidance on what evidence is needed. In addition, Form 1310, a Person's Return Claiming Reimbursement Due to a Deceased
Taxpayer, must be insured if an instant envelope is recommended on a joint return and one of the taxpayers has died since the return was filed. IRC 692(d) provides relief for federal income tax obligations of the deceased who died as a result of certain terrorist attacks. IRC 692(d) applies to victims of: Oklahoma City Attack - For 1994 and later up to and including the year of
death. September 11 Attack - For 2000 and later. Anthrax Attacks - For 2000 and later. Any astronaut whose death occurs in the line of duty after 12/31/02. See IRM 21.7.4.4.1.13, Terrorism Victim Tax Relief Act 2001 - Tax Forgiveness, for additional information. The minimum amount of relief is $10,000 per IRC 692(d)(2). The 2003 Act did not change the minimum benefit. If the
total tax forgiven for all eligible years is less than the minimum, the difference is treated as a tax paid for the last tax year of the deceased and you will be reimbursed the same as if the amount had actually been paid. IRC 692(d)(3) stipulates what income is not subject to terrorist relief provisions. for example, deferred compensation that would have been payable if the death had
occurred due to an event other than the attacks. For more information, see Process 2004–26, 2004–19 I.R.B. 890. Death Test - Death Certificate or Form 1300, Happen Report, issued by the Department of Defense. Form 1310 unless any of the following applies: The surviving spouse is filing an original or amended statement with the or the personal representative who submits
an original Form 1040 or Form 1040NR for the deceased and a judicial certificate showing the appointment is attached to the statement. Please note on Form 3198 that the case involves a deceased and any name or address changes. For non-TEFRA reporting, see: IRM 4.31.5, Examination of Control of Investor Level Statutes (ILSC) - Field Office Procedures, Statutes and
Sanctions not TEFRA, labour aid located in for the drafting of the TEFRA report, see: IRM 4.31.2, TEFRA Examinations - Field Office Procedures The TEFRA website in Click here to view the text of the image. Click here to see the text description of the image. Click here to see the text description of the image. Click here to see the text description of the image. Click here to see
the text description of the image. Click here to see the text description of the image. Click here to see the text description of the image. Click here to see the text description of the image. More Internal Revenue Manual
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