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NOMINATION OF VALERIE LAU TO BE IN-
SPECTOR GENERAL OF THE DEPARTMENT
OF THE TREASURY

WEDNESDAY, JUNE 15, 1994

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.
The hearing was convened, pursuant to notice, at 12:26 p.m., in
room SD-215, Dirksen Senate Office Building, Hon. Daniel Patrick
Moynihan (chairman of the committee) presiding.
: resent: Senators Pryor and Packwood.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S, SENATOR FROM NEW YORK, CHAIRMAN, COMMITTEE
ON FINANCE

The CHAIRMAN. The committee will come to order. We have the
great pleasure of hearing from Ms. Valerie Lau, who is nominated
to be Inspector General of the Department of the Treasury. I would
ask the committee room to be in order.

Ms. Lau is a Certified Public Accountant, a graduate of Berkeley
and she has been the Director of Policy at the Office of Personnel
Management and many other qualifications. We should say she
was a consultant with the Democratic National Committee and was
an auditor with the General Accounting Office from 1980 to 1989.

Good morning, Ms. Lau. If you have a statement, we would be
happy to hear it.

STATEMENT OF VALERIE LAU, NOMINEE TO BE INSPECTOR
GENERAL, DEPARTMENT OF THE TREASURY

Ms. LAu. Mr. Chairman, if I might, I would like to submit my
full statement for the record.

The CHAIRMAN. Without objection of course.

Ms. Lau. Thank you.

[The prepared statement of Ms. Lau appears in the appendix.]

Ms. Lau. I would also like to take this opportunity to acknowl-
edge my family and friends who have come here in support of my
nomination.

The CHAIRMAN. Will you do?

Ms. LAU. The people that are still here.

The CHAIRMAN. Because they are there. Hello, Laus, all.

Ms. LAU. There are Laus.

The CHAIRMAN. Why do you not stand up?

Ms. LAU. Fiskes, Balderstons and many good friends.

(0))]
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The CHAIRMAN. It sounds very much like Berkeley. We welcome
you. Good momixg.

Ms. LAU. Mr. Chairman, members of the committee, I am very
honored to appear before you today as the President’s nominee for
Inspector General of the U.S. Department of the Treasury. As you
know, I am Valerie Lau.

As a third generation Californian, I am honored to have this op-
portunity to continue a family tradition of public service. When I
speak of tradition, I also refer to the high standards established b
gloneers of the first Inspector General Community, such as Fr

ato and June Gibbs Brown.

These leaders brought to life the principals embodied in the In-
spector General Act of 1978. They provided both Congress and
their agency heads with timely, objective and independent reports
on government programs and operations.

ey sought to serve the government in general and their agen-
cies in particular by identifying more efficient and effective ways
to get things done, and by working to prevent and detect fraud,
abuse and error. They fulfilled the mandate of the law to the best
of their ability. To the best of my ability, I will seek to continue
in that tradition.

The CHAIRMAN. I cannot think of a more concise and admirable
statement. I would simply restate what you have said about your
predecessors and it is very nice of you to think—because this is a
new institution in our government, the Inspector General.

Ms. LAu. It is.

The CHAIRMAN. That they provided both Congress and their
Agency heads with timely, objective and independent reports on
government programs and operations. That is all we ask of you—
timely and objective reports.

Ms. LAU. Yes, sir.

The CHAIRMAN. And you remember that you are an independent
officer within your Department. I see that you understand that and
I could ask no more.

Senator Packwood?

Senator PACKWOOD. I would only ask her to be timely if we wish
;t tolbe timely. There are occasions when we do not wish it to be
imely.

The CHAIRMAN. I think on that note of ambiguity, I am asked to
place in the record remarks that would have been given by our
good friend, Representative Norman Mineta, who is chairman of
the congressional Asian-Pacific-American Caucus. That will be
placed in the record.

[The prepared statement of Mr. Mineta appears in the appendix.]

The CHAIRMAN. Is your mother, Ms. Lau, here?

Ms. LAU. Yes, my mother, Norma Ng-Lau is here in the audi-
ence.

The CHAIRMAN. There you are. And you are the City Auditor of
Oakland, CA.

Mrs. LAU. Yes, I am.

The CHAIRMAN. And that is also a non-partisan office?

Mrs. LAU. Yes, it is.

The CHAIRMAN. Is there a non-partisan gene in the Lau family?
[Laughter.]
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Right out there. Well, we welcome you, madame.

With that we will have to close the hearing. I am sorry to report
that we did not in the course of the morning get a sufficient attend-
ance that we had a quorum. So we will have to adjourn without
reporting thes: candidates out. But the first time we have a
quorum, which will be soon now, we will do.

We look forward to you assuming your new duties. We congratu-
late you on your past performances and look forward to the future
ones.

Ms. LAu. Thank you very much.

The CHAIRMAN. With that, we close the morning.

[Whereupon, at 12:31 p.m., the meeting was adjourned.]
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ADDITIONAL MATERIAL SUBMITTED
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PREPARED STATEMENT OF VALERIE Lau

Mr. Chairman and members of the Finance Committee, I am honored to ap{far
before you today as the President’s nominee for inspector general (IG) of the U.S.
Department of the Treasury. I am Valerie Lau.

a third generation Californian, I am honored to have this opportunity to con-
tinue a family tradition of public service. My late father, Christopher Lau, was a
civil engineer for the state of California. My mother, Norma Ng Lau, (nce man
mf% grandparents’ corner grocery store. Sometime later, she decided to seek public
office. She is now running for her fifth term as the elected city auditor of Oakland,
California—a nonpartisan office. My husband, David Fiske, is an evaluator for the
U.S, General Accounting Office (GAO) and has worked on Social Security issues for
this Committee.

When I speak of tradition, I refer also to the high standarde established by pio-
neers of the first inspector general community, such as Frank Sato and June Gibbs
Brown. These leaders brought to life the principles embodied in the Inspector Gen-
eral Act of 1978.1 They provided both Congress and their agency heads with timely,
objective, and independent reports on government programs and operations. They
sought to serve the Government in general and their agencies in particular by iden-
tifying more efficient and effective ways to get things done and by working to pre-
vent and detect fraud, abuse, and error. They fulfilled the mandate of the act to the
?eat of their ability. To the best of my ability, I will seek to continue in that tradi-

ion,

If confirmed, 1 will start by focusing on specific ways to support two major initia-
tives of the Treasury Department. First, Secretary Bentsen has committed to make
Treasury a model of good financial management within Government. Second, the
Department is continually seeking ways to streamline its organizations and provide
more effective programs for the American public.

I believe these two objectives work together. For example, the Chief Financial Of-
ficers’ Act requires financial audits of certain major departmental components, spe-
cifically the Custorns Service and the Internal Revenue Service (IRS). I intend for
the ce of Inspector General to continue working collaboratively with the GAO
and the IRS Inepections Service to conduct these audits. The results of this work
will serve as a framework to identify needed changes in information systems and
management controls. Once implemented, these changes should result in improved
accountability and meaningful information on which managers, Congress, and the
public can rely and use to measure both performance and results.

I recognize the responsibility and obligations of an inspector general are unique
and demanding. An inspector general must assist management and work together
for a common goal of good management. Yet, she must also be able to voice hcnest
differences objectively and in a responsible way. She has an obligation to see that
audits and investigations are performed in a timely manner and adhere to the high-
est professional standards. In addition, she must keep both the Congress and the
Secretary informed about progress in improving government operations as well as
areas requiring further improvements. I believe that the Inspector General at Treas-
ury can work towards positive chanﬁea that serve the public interest. If confirmed,
I look forward to working closely with this Committee to ensure thet result.

1The statutory Office of Inspector General at the U.S, Department of the Treasury was estab-

lished by the 1888 Amendments to this Act.
(5)
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RESPONSES TO INFORMATION REQURSTED OF NOMINERS

by
UNITED STATES SENATE
COMMITTEE ON FINANCE

MNOMINEE: VALERIE LAU

NOMINATED FOR: INSPECTOR GENERAL, TRREASURY DEPARTMENT
A. BIOGRAPHICAL DATA

1. Valeris Lau

2. 108 Stonegats Drive, Silver Spring, MD 20905
3. Born January 14, 1955 in Oaklafnd, California
4. Married to David F. Figsks

5. Two stepsons: George E. Fiske, age 19
Peter N. Fiske, age 17

6. Education:

University of California at Berkeley, 3/73 to 3/77
Awarded a Bachelor of Science in Business Administration, 1977

John F. Kennedy University, School of Management, 4/89 to 9/91
Awarded a Masters of Arts in Career Development, 1991

Also attended University of Hawali, Summer 1975 and
California State University at Hayward, 1982.
No degrees awarded.

7. Employment Record:

7/93 to Present Dixrector of Policy
U.8. Office of Personnel Management

Washington D.C.

5/93 to 6/93 Caresr Consultant
Drake Beam Morin, Inc.
MclLean, Virginia

2/93 to 5/93 Cazeser Consultant
Democratic National Committee

Washington, DC

Fall 89 - 6/93 Adjunct Faculty
USDA Graduate School

Washington, OC

1/90 to 10/90 Job Placement Specialist
Ford and Company
Oakland, California

5/80 to 11/89 Senior Evaluator
U.S. General Accounting Office

San Francisco, California

Executive Director, 1965-1969
Western Intergovernmental Audit Forum

5/77 to 5/80 Contract Auditor -
U.S. Defénse Contract Audit Agency
Palo Alto, California
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6/76 to 5/77 Taxpayer Service Represantative
Internal Revenue Service
Oakland, California

8. Government Experience:

7/93 to Present Direztor of Policy
U.S. Office of Personne! Management

5/80 to 11/89 Senior Evaluator
U.S. General Accounting Office

Executive Director, 1985-1989
Western Intergovernmental Audit Forum

5/77 to 5/80 Contract Auditor
U.8. Defense Contract Audit Agency

6/76 to 5/77 Tazpayer Service Representative
Intornal Revenue Service

9. Memberships:

American Institute of Certified Public Accountants
Institute of Internal Auditors )

Association of Government Accountants

Organization of Chinese Americans

Metropolitan Career Life Planning Network

American Federation of Government Employees, Local 32
As) “n Hill Tennis Club, Silver Spring, Maryland

No vffices currently held.

10. Palitical Affiliations

Registered Democrat since age 21. :
Consultant, Detnocratic Natienal Committee, Job Counseling Center 2-5/93

11. Honors and Awards:

1990 Leadership Award, Western Intergovernmental Audit Forum.

1988 Achievement Award, National Intergovernmental Audit Forum.

1984, 1985 Outstanding Achievement Awards, U.S. General Accounting
Office.

12. Published Writings:

Author, 8 £ ANternal AUdItng 1o W _iNTs
workbook for the titute of Internal Auditors, 1991.

Co~author, .
, an article for the GAQ Revigw, Winter 1985.

Author, Exploring the Job Market, a workbook for Square One Career
Services, 1990.

Author, several articles on resume writing, Damn Good Resume Writer
Newslatteg, 1990-1993.

Contributing Editor, two chapters on business matters for resume writers,
Resuma Pxo by Yana Parker, Ten Speed Press, 1993.

13. Speeches - Nons.

14. Qualifications

1 am a Certified Public Accountant whose professional experience includes
ovaer 12 years of federal government audit experience. This experisnce includes

financial, contract, performance and program audits. As an auditor, I have
worked with program managers and auditors to identify opportunities for



9

improved operations. At the U.S. Genaral Accounting Office, I participated in
reviews of audit quality and organizational sffectiveness, including the first peer
review of an office of inspector gensral. I have also participated in similar
reviews on behalf of the Institute of Intarnal Auditors.

I have served as Executive Director of the Western Intsrgovernmental
Audit Forum, a joint organization of audit executives in the western states.
There I worked with inspectors general and other audit executives to identify and
address issues facing auditors (botit public and private) who work in the
t environment. The forums were founded to sncourage auditor

communication, cooperation, and coordination.

4

Imwlmmhnadmmqmntmdmumauonm
necessary to lead Treasury's Office of Inspector General. In addition to my
technical background, I have acquired a graduate degree in Caresr Development.
This training has enhanced my ability to communicate with people and to motivate
them. In my work as a consultant, I have specialized in auditor training and
professional career development.
Currently, I am tha Director of Policy at the Office of Persornnsl Management, a
senior executive position. Among other responsibilities, I sarve as OPM's liaison
to the Vice President's National Performance Review.

June 23, 1994

The Honorable Charles E. Grassley
United States Senate

Room 135, Hart Building
Washington, D.C. 20510

Dear Senator Grassley:

Thank you for your interest in the work of the Department of Treasury’s Office of Inspector
General. Today I received your second set of questions.

Enclosed are my responses to those questions. As [ mentioned in my letter dated June 22,
1994, pending confirmation 1 have not joined the Treasury Department nor its Office of
Inspector General (O1G). Consequently, 1 have not been involved in nor do I have
knowledge of the details of any Treasury OIG or IRS reviews. However, I have attempted

to respond as fully as possible to your questions.
Again, I appreciate your interest in the Treasury OIG. 1 look forward to working with you

in the future.
)

Sincerely,
Valerie Lau

Inspector General Designate

enclosure
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RESPONSES TO QUESTIONS ASKED BY SENATOR GRASSLEY
respectfully submitted by
Valerie Lau, Inspector General Designate
U.S. Department of the Treasury

1. What work did you perform on the National Performance Review?

As the U.S. Office of Personnel Management's (OPM) director of policy, I served as the
agency's liaison to the National Performance Review (NPR). As OPM’s liaison, I was the
principal contact for questions regarding the NPR's recommendations and their
implementation status.

I was not a member of the NPR review team, rather I was OPM's focal point in working
with that team during the course of their study of OPM and federal human resource
management issues. After the NPR report and recommendations were issued, I was the point
of contact for NPR staff and other parfies interested in OPM's progress in implementing the
report’s recommendations.

2. What are your priorities for the IRS as IG for Treasury?

By way of background, the statutory Department of Treasury's Office of Inspector General
was established in accordance with the 1988 amendment to the Inspector General Act.
Consequently, when the Office was formed, the Treasury IG was given oversight
responsibility for internal audit and investigations performed by the Office of the Chief
Inspector of the Internal Revenue Service. Thus, oversight of IRS' programs and operations
is performed with and through the IRS Inspection Service.

As mentioned in my written statement, my first priority, if confirmed, is the CFO audit of
the Internal Revenue Service. As the GAQ's initial audits have shown, these audits < ‘fer a
broad systemic evaluation of the IRS' information systems and program and management
controls. Once in place, I also intend to assess the issue of IRS oversight within the broader
context of the entire Department’s programs.

3. What percentage of the IG's work is devoted to reviewing the IRS?

As I have mentioned, pending confirmation I have not assumed a role at the Treasury
Department or within its Office of Inspector General (OIG). Consequently, I do not know
how much of the OIG's resources have been devoted specifically to oversight of the IRS.

I am aware that the CFO audit of the Internal Revenue Service will require significant audit
resources. And if confirmed, as mentioned in response to Question 2 above, I intend to
assess the issue of IRS oversight within the broader context of the entire Department’s

programs.

Questions 4 through 11. A series of questions involving the Internal Revenue Service.

As these questions appear to relate to IRS internal policy and operational matters, I have
consulted the Department of Treasury's Office of Legislative Affairs. With their help, I have
referred your questions to the Internal Revenue Service.
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

July 8, 1994

The Honorable Charles E. Grassley
United States Senate
Washington, D.C. 20510

Dear Senator Grassley:

Enclosed are the responses, prepared by IRS officials, to
the additional set of questions you posed for Inspector General
Designate Valerie Lau subsequent to her confirmation hearing.
Ms. Lau responded directly to you on questions 1 through 3 on

June 23, 1994.

As noted in the enclqsed respons~, the information
concerning the summons question is still being compiled by IRS.
We will provide you with that information as soon as it is

available.

If we can be of further assistance, please feel frge to
contact me at 202-622-1090, or Gary L. Whittinggon, Assistant
Inspector General, Office of Oversight and Quality Assurance, at

202-273-3030.
Sincerely,

Ao

Robert P. Cesca
Deputy Inspector General

Enclosure

Questions of Senator Grassley for Valerie Lau -- Inspector

General Designate -

7. What are the number of unannounced visits conducted by the
IRS with a summons regarding a civil case per year? 1In
Tennessee? In how many of these cases had the IRS already
been in contact with the taxpayer? How many of these cases
did not involve drug dealers or members of organized crime?
How does this compare by percentage to all audits? Was a
jeopardy assessmaent made prior to the unannounced visit and
for the summons? What were the assessment's findings?

IRS does not maintain on either the national or local level
statistics on the number of unannounced visits conducted by
its personnel with a summons in connection with civil tax
cases. IRS does not have any figures showing instances of
previous contact with taxpayers in such cases. IRS does not
have figures or percentages showing how many of these cases
did not involve drug dealers or members of organized crime.

Additional Questions of Senator Grassley for Valerie Lau =-

nspect nera e at

4. What will be the retirement costs of the 5,078 new IRS
employees that will De hired under the IRS‘ 1995 compliance

initiative?
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If the hiring initiative approved by the Senate is part of
the final appropriations bill, the IRS will hire
approximately 2,000 new employees. The rest of the
initiative staffing will come from internal transfers.
Retirement costs for FY 1995 total $28.6 million: $23.4
million for Federal Employees Retirement System
contributions; $1.6 million for Thrift Savings Plan matching
contributions, and $3.6 million for TSP mandatory
contributions.

Given the increase in IRS personnel of 5,078, what specific
agencies will see what specific staff reduction to meet the
goal of a reduction of federal staff of 272,000 over five

years?

We continue to manage our overall operation consistent with
the executive orders and OMB guidance on span of control and
reducing overhead. The compliance initiative of 5,078 FTEs
was envisioned in the Administration's Executive Qrder 12839
of February 10, 1993, which called for reducing federal
positions by 100,000 by the end of FY 1995. We do not know
what the employment targets are for other federal agencies
and how they may be impacted by this initiative.

Please provide a year-by-year breckdown of all costs for the
FY 1995 compliance initiative.

At the direction of Congress and the GAO, we are
reevaluating the staffing mix of the initiative to put more
employees in our telephone operations. We have not
completed costing out the revised mix, but we will be happy
to forward it to you as soon as it is available. Attached
is a breakout of 1995 costs based on the originally
requested initiative staffing.

The GAO April 1994 report: "Tax Administration: Analysis of
IRS' Budget Request for Fiscal Year 1995." states:

The budget resolution would provide funding of $2.025
billion over 5 years. IRS' estimates of £,136
additional FTEs and $9.2 billion of additional revenue
were based on funding of $2.5 billion over that period.
With the decreased funding, IRS will have to revise its
estimates.

Please provide the revised esiimate.

We have not yet completed the revised estimate of revenue to
be collected as a result of the compliance initiative
staffing. We believe that the revised estimate will still
be around $9.0 billion in revenue over the five year period.

The IRS received $115 million for a compliance initiative in
FY 1994. Please provide a complete breakdown of what these

funds were spent on.

Congress reduced the President's requested funding of $150
million by $35 million. Additionally, the Congressional
mandate that locality pay adjustments be funded from
existing funds cost the IRS another $105 million.

Additional funding priorities precluded more extensive
funding of the compliance initiatives. Those priorities
included locality pay and implementation costs associated
with diesel fuel tax enforcement and earned income credit
provisions of the Omnibus Budget Reconciliation Act of 1993.
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As a result, only $8.6 million was allocated to two
initiatives -~ International Compliance and Electronic

Filing Fraud.

Please provide copies of all material Commissioner
Richardson provided to Senator Pryor regarding the Taxpayer
Bill of Rights mentioned in her letter of April 22, 1994.

Please provide copies of the curriculum and all materials
used in training and education courses regarding the
Taxpayer Bill of Rights. 1In addition, how many hours of
training and education are provided to each employee?

By letter dated June 21, 1994, the Commissioner of Internal
Revenue provided the material requested in these questions
to Senator Grassley in response to a June 17 request. The
material was hand-delivered to the Senator's office. A copy
of the transmittal letter is attached.

During Senate debate on June 22, 1994, Senator Simon claimed
that the Treasury Department said "they are going to

implement" the Taxpayer Bill of Rights II even if it was not
enacted into law. 1Is this accurate? 1If so, please provide

details.

IRS has already taken action administratively concerning
many of the provisions proposed in the Taxpayer Bill of

Rights II:

- A formal reporting system for taxpayer advocacy issues
and recommendations has been established.

- The Ombudsman's authority to issue Taxpayer Assistance
Orders has been expanded.

- Uniform- procedures for terminating installment
agreements, including a 30-day notice, have been

established.

- The offers-in- compromise program has been greatly
expanded.

- The issuance of a designated summons is preceded by

regional counsel review and taxpayer-corporations are
notified in writing.

- Revenue Agents must now corroborate the accuracy of
information returns in accordance with Internal Revenue
Manual revised instructions.

- Federal Tax Deposit Coupons have been revised to warn
taxpayers about the Trust Fund Recovery Penalty. Also,
the instructions to the Form 990 have been revised to
alert organization officials and volunteers that they
may be liable for the Trust Fund Recovery Penalty.

- A Notice Clarity Team is systematically reviewing forms
for clarity.

- The availability of offers-in-compromise and
installment agreements have received extensive
publicity through radio spots, newspaper articles and
all tax packages.

- A pilot program for the appeal of enforcement actions
has been completed and a report of findings is due by

June 30, 1994.

81-561 O = 94 - 2
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- The special needs of the diverse taxpaying public are
being addressed through various programs.

- After passage of the original Taxpayer Bill of Rights,
all employees received taxpayer rights training. "All
employees who interact with taxpayers continue to
receive taxpayer rights training.

OR SSLEY’8 QUESTIONS
BMITTE 0 IE LAU - A8 NSPECTOR

QUESTION 1 A GAO working paper on "Travelgate® dated March 7,
1994, by Kay Lambert, a GAO employee, states:

Summary and Conclusion: All of the testing showed that the
White House Travel Office was charged for services rendered
by UltrAir according to an informal understanding developed
with B. Dale .... UltrAir’s records indicate that all
invoices sent to the White House Travel Office (WHTO) were
appropriately charged to UltrAir’s charter revenue account
and WHTO'’s accounts receivable subsidiary ledger.
Remittance to UltrAir were appropriately credited to the
WHTO accounts receivable record and to cash. Reviews of

several miscellaneous expense accounts_and the cash account

showed no ents to WHTO, or a of the WHTO employees.
(emphasis added)

In that 1ight, why is the IRS still conducting an audit of
UltrAir, formerly in Tennessee and now located in Houston, Texas?

OIG RESPONSE: OQUESTION 1

We are unable to provide a response to this question due to
restrictions imposed by Internal Revenue Code Sectior. 6103.
specifically, this section prohibits the disclosure of tax
returns and return information because it is considered
confidential. Section 6103 defines return information to
include, among other things, a taxpayer’s identity; tax payments;
whether a taxpayer’s return was, is being, or will be examined or
subject to other investigation or processing; or any other data
received by, recorded by, prepared by, furnished to, or collected
by the Secretary of the Treasury (or IRS) with respect to a
return or with respect to the determination of the existence, or
possible existence, of liability of any person for any tax,
penalty, or interest. (A copy of relevant portions of Section

6103 is attached.)

Pursuant to Section 805 of Public Law 103-50, Congress tasked the
General Accounting Office (GAO)} to "conduct a review of the
action taken with respect to the White House travel office....'
Their review involved three broad areas of inquiry:

(1) the past financial management and procurement practices
and oversight of the Travel Office; an examination of

a study conducted by a public accounting firm in May 1993

of the Travel Office; and the operation of the office after
the Travel Office employees had been removed from their .

positions;

(2) an evaluation of the current operations of the Travel
Office; and
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(3) the events involved with the removal oY the Travel
office employees including actions taken by officials of
the White House, Federal Bureau of Investigations (FBI),
and the Internal Revenue Service (IR8) during the few
weeks leading up to and following the decision to remove

the employees.

The results of GAO's review are contained in Report Number
B-255157, issued May 1994, entitled: White House Travel

Operations.

The cited GAO working paper involved a review of a company's
files that was a supplier of services for the White House Travel
office. GAO's work wcs independent from any work that IRS may or
may not have been doing concerning any taxpayer matters.

QUESTION 2 When will the IRS conclude its audit of UltrAir? How
many staff hours has the IRS spent reviewing UltrAir?

G PONSE: b 2

Due to Section 6103 restrictions, we are unable to respond to
this question. -

QUESTION 3 Did the Treasury and IRS determine that the IRS
agents responsible, especially the group chief, received no
contact from any individuals (including IRS agents outside
Tennessee) regarding UltrAir prior to May 21, 3:00 p.m.? Are
there any IRS form 5346 Information Reports regarding UltrAir?

G 820 : UESTION 3

Due to Section 6103 restriciions, we are unable to respond to
this question. However, in our report - r £

Inquiry of Alleged
Misuse of the IRS8 RE: The White House Travel Office - dated March

31, 1994, we indicated that we conducted a variety of interviews
with IRS employees in Nashville, Tennessee and in Washington,
D.C., concerning matters related to our inquiry. We stated that
there was no evidence that IRS employees in the Nashville
District or the IRS National Office violated any rules or
regulations covering the duties they performed. There were no
indicationa that any of the IRS employees involved in this matter

abused their authority.

Three separate groups have looked into this matter: IRS
Inspection; the Treasury Inspector General's Office; and the
General Accounting Office. Although GAO did not conduct a direct
inquiry, they were involved, informed, and concurred with our

review,

Inspection’s Report of Investigation, dated June 11, 1993, stated
that their investigation ''revealed no evidence of any attempts by
anyone outside the IRS to influence the course of (IRS'®
actions)." 1In addition, "no evidence of any improper or
irregular actions on the part of any IRB employee was uncovered.
All actions taken in the course of (this matter) were in the
context of the respective employee's official duties."

our review was conducted independent of IRS Inspection's review;
we derived the same conclusion as that of Inspection.

As stated in our report, a Nashville FBI Agent contacted four IRS
. Nashville employees ~ two criminal investigators, a public
affairs officer, and a2 disclosure officer ~ concerning this
matter. An FBI official in Washington, D.C. also contacted an IRS
criminal investigator in the IRS National Office. The FBI agents
made their inquiries, regarding whether a criminal investigation
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was under way, based on inforpation that appeared in press
reports regarding IRS' actions. These inquiries were made after
May 21, 1993. The FBI agents were not provided any material

information by the IRS employees.

Additionally, GAO personnel interviewed 15 FBI employees, six
former White House employees, and 22 current White House
employees. Based on their interviews, as well as the many
interviews we conducted with IRS employees and our review of
pertinent documents, there was no evidence that anyone from the
White House had contacts with any IRS employee concerning this

matter.

QUESTION FQUR Are newspaper reports accurate that IRS agents
stated to UltrAir on May 21, 1993 that they were there in part

due to newspaper accounts?

[o] REBPONSE: UES N P

In our report, we stated that IRS was prohibited from publiecly
addressing pertinent issues and information that were reported in
the press due to 6103 restrictions. The restrictions apply to us
likewise. IRS Officials, including the Commissioner, cculd not
respond to questions from the media or various Congressional
inquiries unless a disclosure waiver was obtained from the
taxpayer involved or approval was granted from the Joint
Committee on Taxation; neither occurred. The GAO also tried to
obtain a waiver from the involved taxpayer to no avail.

QUESTION FIVE If this is accurate, how often does the IRS take
such actions in civil cases based on newspaper accounts? What
guidelines does the IRS have on this matter?

OIG RESPONSE: OQUESTION FIVE

As noted in our response to Question Four, we cannot provide
specific comments t» this question. However, in general, a
particular article appearing in a newspaper may contain
information that could be a source of information to an IRS agent
in determining whether a tax matter is involved and/or warrants
action on the part of IRS. For example, news articles appearing
in the Wall Street Journal about a particular company could
contain relevant or useful information regarding an IRS corporate
audit of the same company already in progress.

There are several ways in which an IRS examination can be
initiated, e.g. a computer selects tax returns with the highest
audit potential, or a call from an employer or a citizen could be
made to the IRS to report a company or an individual of alleged
tax irregularities. The IRS Internal Revenue Manual (IRNM)
contains substantial policies and procedures that address the
initiation and conduct of an audit.

QUESTION 8IX Under what basis is an IRS summons (as the one
served on UltrAir) issued? Who approves the issuance of a
summons? How long does it take to issue a summons? Why was a
summons issued? Was UltrAir being uncooperative? Were all the
proper steps for summons done in the case of UltrAir?

OIG RESPONSE: UESTION S

Due to Section 6103 restrictions, we cannot provide comments
concerning any particular taxpayer. However, IRM Section 4022
(copy attached) contains the procedures covering the authority
and usage of a summons.

We would like to reiterate that based on our review, IRS
employees did not abuse their authority concerning this matter
and conducted their duties in accordance with prescribed IRS

regulations.
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IRS Revenue Agents generally do not issue a summons during an
unannounced visit in connection with an examination. Taxpayers
are notified of an examination through correspordence or by
telephone well before an agent arrives. However, there are
certain circumstances or situations whereby a summons is
warranted; for example, where there is reason to believe that
records or assets may be moved beyond the reach of the Service.

QUESTION 7 What are the number of unannounced visits conducted
by the IRS with a summons regarding a civil case per year? In
Tennessee? In how many of these cases had the IRS already been
in contact with the taxpayer? How many of these cases did not
involve drug dealers or members of organized crime? How does
this compare by percentage to all audits? Was a jeopardy
assessment made prior to the unannounced visit and for the
summons? What were the assessment’s findings?

OIG RESPONSE: OQUESTION 7

With regard to the last two parts of this question, we are unable
to provide responses due to Section 6103 restrictions.

At this time, we are unable to provide you with information
concerning the remaining questions. However, we are coordinating
our efforts with IRS to determine if a response can be provided.

As soon as we have an ansver, ‘we will respond accordingly.

QUESTION 8 How was the audit of UltrAir initiated and who is in
charge of the ongoing audit?

©IG RESPONSE: QUESTION 8

Due to Section 6103 restrictions, we are unable to respond to
this question.
QUESTION 9 Is it accurate that IRS Agent Anita Hill was

contacted by UltrAir prior to May 21st 1993 to resolve tax
issues? When were these contacts initiated and how many contacts

were there?

OIG RESPONSE: QUESTION 9

Due to Section 6103 restrictions, we are unable to respond to

this question.

QUESTION 10 Other than Ms. Hill, had the IRS any written, oral,
or in person communication with UltrAir prior to May 21st, 19932

OIG \RESPONSE: OQUESTION 10

Due to Section 6103 restrictions, we are unable to respond
this question. :

to

QUESTION 11 Who was William Kennedy's point of contact at the
IRS in May 1993? Was this person interviewed by the IRS and
Treasury regarding the "travelgate® issue? If not, why not?

oIG 8 T

The Director, Office of Disclosure, at the IRS National Office
was the point of contact for Mr. Kennedy in conducting tax checks
on prospective Presidential appointees. The Director, Office of
Disclosure was interviewed by IRS Inspection on June 3, 1993, and
the Treasury OIG on S8eptember 27, 1993, concerning the
“'"Travelgate issue.

QUESTION 12 In response to Congressman Wolf, the Treasury OIG
stated that no material information concerning the taxpayer was
provided to the IRS by the FBI. What information was provided?
In addition, what information did the FBI provide to the IRS?



, 18
OIG_RESPONSE: QUESTION 12
i

Based on interviews conducted by GAO evalﬁators with two FBI
agents (one in Nashville, TN - the other in Washington, D.C.),
the FBI agents indicated that in response to press reports about
IRS agents' actions, the FBI agents made inquiries to IRS to
determine whether a criminal investigation was being conducted.
It is customary in the law enforcement community for one agency
to contact another to determine if an investigation is being
conducted concerning parties of mutual interest. This is done to
preclude a duplication of effort and/or to ensure that one agency
does not compromise or jeopardize the other agency's
investigation. Any information revealed by IRS regarding a
particular taxpayer would be governed by 6103 rostrictions on

disclosure.

UESTION Was the White House provided ¥y tax related
information directly or through the FBI about UltrAir?
OIG RESPONSE: QUESTION 13

Due to S8ection 6103 restrictions, we are unable to provide a
response to this question. However, as noted in our report (our
findings of which were confirmed by GAO's report), theres was no
evidence that anyone from the White House had contacts with any
IRS8 employee concerning this matter. Also stated in our report
was that the only evidence of outside contacts were the two FBI
agents, both of whom were not provided any material information

by any IRS employee.



19

CONFIDENTIALITY OF RETURNS— §6103 ({37,880 64,081

(137.863) - Elimination of Fractional Dollar in Computing

® @ CCH Explanation

Taxes

.01 Code provisions.—The IRS is authorized by Code Sec. 6102 to
permit, where the total amount shown on any line of a return is other than a
whole doilar amount, either (1) elimination of the fractional dollar or (2)
rounding out the fractional dollar to the nearest whole dollar. Under the
second treatment, a fractional dollar is disregarded unless it améunts to 50
cents or more, in which case it would be increased to one dollar (Reg.
§301.6102-1(a)). In the determination of a fractional part of a dollar, Code
Sec. 6313 provides that a fractional part of a cent is not to be taken into
account unless it amounts to one-half of a cent or more, in which case it is to
be increased to one cent.

If any taxpayer does not wish to use the whole dollar amounts, the exact
cents may be used. The election must be made at the time of filing the return
and is irrevocable. However, the election is binding only on that return. A
new election may be made on any return filed for a subsequent tax year or
period. An election by either a husband or wife not to report whole dollar
amounts on a separate income tax return is binding cn any subsequent joint
return filed for that tax year under Code Sec. 5013(b) (f 36,460).

The Code and regulations specifically state that this treatment of
fractional dollars applies only to amounts required to be reported on a return.
It is not applicable to items which must be taken into account in making the
computations necessary to determine such amounts.

What is said above applies not only to returns but also to statements or
other documents that may be required in connection with internal revenue
taxes.—CCH.

(137,880] CONFIDENTIALITY AND DISCLOSURE OF

86 Code

RETURNS AND RETURN INFORMATION

Sec. 6103 [1986 Code]. (a) GENERAL RULE.—Returns and return information shall be

confidential, and except az authorized by this title—
(1) no officer or employee of the United States,

(2) no officer or employee of any State, any local child support enforcement agency,
or any local agency administering a program listed in subsection (IX7XD) who has or had
access to returns or return information under this section, and

(3) nv other person (or officer or employee thereof) who has or had access to returns
or return information under subsection (eX1XDXiii), (1X12), paragraph (2) or (4XB) of
subsection (m) or subsection (n),

shall disclose any return or return information obtained by him in any manner in connection
with his service as such an officer or an employee or otherwise or under the provisions of this
section. For purposes of this subsection, the term “officer or employee” includes a former
officer or employee.

(b) DEFINITIONS.—For purposes of this section—

(1) RETURN.—The term “reiurn’” means any tax or information return, declaration
of estimated tax, or claim for refund y*quired by, or provided for or permitted under, the
provisions of this title which is filed with the Secretary by, on behalf of, or with respect
to any person, and any amendment or supplement thereto, including supporting sched-
ules, attach:aents, or lists which are supplemental to, or part of, the return so filed.

(2) XETURN INFORMATION.—The term "return information” means—

(A) 2 taxpayer's identity, the nature, source, or amount of his income, pay-
ments, receipts, deductions, exemptions, credits, assets, liadilities, net worth, tax

94(13) CCH—Standard Federal Tax Reports Code § 6103(b}2)}A) 137,880
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liability, tax withheld, deficiencies, overassessments, or tax psyments, whether the
taxpayer's return was, is being, or will be examined or subject to other investigation
or processing, or any other data, received by, recorded by, prepsred by, furnished to,
or collected by the Secretary with respect to a return or with respect to the
determination of the existence, or possible existence of liability (or the amount
thereof) of any person under this title for any tax, penalty, interest, fine, forfeiture,
or other impasition, or offense, and
(B) any part of any written determination or any background file document
relating to such written determination (as such terms are defined in section 6110(b))
which is not open to public inspection under section 6110,
but such term does not include data in a form which cannot be associated with, or
otherwise identify, directly or indirectly, a particular taxpayer. Nothing in the preceding
sentence, or in any other provision of law, shall be construed to require the disclosure of
standards used or to be used for the selection of returns for examination, or data used or
to be used for determining such standards, if the Secretary determines that such
disclosure will seriously impair assessment, collection, or enforcement under the internal
revenue laws.
(3) TAXPAYER RETURN INTORMATION.—The term ‘“taxpayer return information”
means return information as defined in paragraph (2) which is filed with, or furnished to,
the Secretary by or on behalf of the taxpayer to whom such return information relates.

(4) TAX ADMINISTRATION.—The term “‘tax administration”—

(A) means—

(i) the adminismgion, management, conduct, direction, and supervision of
the execution and application of the internal revenue laws or related statutes (or
equivalent laws and statutes of a State) and tax conventions to which the United

States is a party, and

(ii) the development anc formulation of Federal tax policy relating to
existing or proposed internal revenue laws, related statutes, and tax conventions,

and
(B) includes assessment, collection, enforcement, litigation, publication, and
statistical gathering functions under such laws, statutes, or conventions.

(5) STATE.—The term “State” means— . - .

(A) any of the 50 States, the District of Columbia, the Commonwealth of Puerto

Rico, the Virgin Islands, the Canai Zone, Guam, American Samos. the Common-

wealth of the Northern Marians Islands, and ‘

(B) for purposes of subsections (aX2), (bX4), (dX1), (hX4), and (p) any munici-

pality— .

(i) with & population in excess of $250,000 [250,000] (as determined under
the most recent decennial United States census data available),

(ii which imposes a tax on income or wages, and

(iii) with which the Secretary (in his sole discretion) has entered into an
agreement regarding disclosure.

(6) TAXPAVER IDENTITY.—The term “‘taxpayer identity” means the name of a person

" with respect to whom a return is filed, his mailing address, his taxpayer identifying
number (as described in section 6109), or a combination thereof.

(7) INSPECTION.—The terms “inspected" and “inspection” mean any examination of
a return or return information.

(8) DiscLOSURE.—The term “disclosure” means the making known to any person in
any manner whatever & return or return information. .

(9) FEDERAL AGENCY.~—The term “‘Federal agency” means an agency within the
meaning of section 551(1) of title 5, United States Code.

(10) CHIEF EXECUTIVE OFFICER—~The term “chief executive officer” means, with
respect to any municipality, any elected official and the chief official (even if not
elected) of such municipality.

(c) DISCLOSURE OF RETURNS AND RETURN INFORMATION TO DESIGNEE OF TAXPAYER—The
Secretary may, subject to such requirements and conditions s he may prescribe by reguls-
tions, disclose the return of any taxpayer, or return information with respect to such

137,880 Code §6103(b)2)B) ©1993, Commerce Clearing House, Inc.

‘86 Code
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4000 Genera' pege 4a00-17
(7-28-87)
4020 12.17.92. Ques! for nformgon. 18 v INC 7622 These

Authortty for Examinations

4021 (11-30-44)
Statutory Provisions
(1) The Code provimons reigting 1o the use
and enforcement of 8 SUMMONS are as foNows:

(@) 'IRC 7602~—E xamination of Books and
Witnesses 21so IRC 6420 642' 6424 ang
6427

(b) (RC 7603-—Se~ice of Summens

(¢} 1RC 7604—Entorcement of Summons

(d) IRC 7605—~Time and Place of
Examination !

(e} IRC 7609—Special Procedures for
Third-Party Summonsaes

() IRC 7810—Fees and Costs for
Witnesses

(9) IRC 7402—Junsaiction of District
Courts .

(h) IRC 7210—F asure 10 Obey Summons

{2) Under tRC 7602 the Secretary or the
Secretary s delegate is authonzed to examine
any DOOKS. Dapers. 7ecoras of olher data ana 1o
take such teshmony, under oath. as may be
retevant or matenal 10 such inquwry
{3) Under IRC 7604(a) ang 7402(d). the dis-

tnct courts of the United States have unsarchon
to compel attendance of any person sum-
moned and {0 1SSUS Orders, Processes. and
AXIgMeNts a8 May be necessary or approprate ~
for the entorcement of the internal revenus.
laws.

otc., hrs/her attenton shoulkd be caled ©

appropnate sections of the law If the person

S3li refuses 10 grant e exarraner's request. an

immediate report shouid be made 1 the Dretnct

Olrector for deciaon &s 10 whether he mather

should be placed n the hands of District Coury”
for enlorcement

" 'M)é‘d:;c%

SEammmons to Appeer to Testity,
Sooks, stc.

40221 220
Genersi

4022.11 (11-30-00:
Authority and Usage

{1) The statutory authontes for the WeUSncCe
of a SATETONS end 10 perform onher RINCEONS
an? sel 10th «n 'AM «(21 The authonty 1O
anmMinistet 2a'~s a~3 3% matons whether our-
[ R S SRR I B lael NP N7 B

SUMONUes Nave Deen Je400WE Dy the Secre-
reansy ® W Commsmoner by
Reguiatons 26 CFR 301,7€02-1, 301 7603-1.
301 7604-1, 301.7605-1(8) and 301 7622-1.

2) By Ostegeton Order No. 4, as revieed.
he Commissioner N authorized the following
sxaminers of he Olerict Examination functions
10 ssue summonses except “John Doe™ sum-
monses anc per'o'm other functions, subject 1o
me 'mitations stated m the Order Internal Rev.
enve AQeik Tas Audiiers: Attorneys. Estate
Tax: and Estate TaPharrwners. Each examiner
shouid By, aoroughly familler with the pProv-
sone n the Ostegagesr Order.

{3) Otficers and empioyees authonzed 10 13-
SUS SUMIMONEES &re SUTHOrZed &i8O 10 G-
nate any other officer or empioyee of the IRS
wiho has the suthonty under Delegaton Order
No. 4, as revised. 10 request and recerve infor-
mation under Regulations 26 CFR
301 7602-1(a) as the mdividual before whom a
person summoned pursuant 10 Section 7602
shal appesr This includes all of e officers
and empioyees who have the authorty 10 issue
summonses. Ay officer of the iRS, when 3o
desgruind N @ UMMONS. MAy take estrnory
of INe Person SUMMONed &N NECeNVe and ex-
amne DOORS, PAT7MS. reCOrds Or other data
produced N compkance with the summons.

- AANRONG May D8 USSY 1O COMOe
or matenal testmony and/or the pro-

ducton of relevant or matenal DOOkS. PADerS.
recorda, or othar deta for any of the followng
PUpotes:

(a) ascertaining the correctness of eny
ﬂ‘gmlmimmmm

(C) asterrmaning the labiity of any person
for any ntemal revenue WX

(d) determerung the kabdity et law or 1 od-
urty of any ransieree or fiducary of 8y person
n respect of any NeMal revenue tax:
.(¢) collecting sy imternel revenue tax fe-
bidy. and

(0 maunng 1o any offense connected
with e admasTELON Or entorcement of he
internal Revenue Laws, including cnminal
TVOSOGAtONS.
W22.12 p-13-m
Restrictions on lesusnce of Third
Party Summonees

(1) Commrssioner's Delegation Order NO 4.
83 revised, places restnCHONS ON EXEMNErS.

1e.. IMernal Revenue Agents: Tax Audlors. Al-
1omeys. Estate Tax: and Estate Tax Examnens

4022.12

£ Ma b

VY rX=230

o lu
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4000 General

of the Distrct Exarmunabon function. to issue
sSUMMONses 10 8 third party witness Advance
personal authorizaton for a summons issued to
4 third party is required. Such authonty shali be
manitested by the signature of the authonzing
officer (Case manager, group manager, of any
supenvisory official above that level) on the face
of the original and afil copies of the summons or
by a statement on the face of the onginal and all
copres of the summons signec by the issuing
officer that he/she had pnor authorzation (o
155u€ $a1d summons and stating the name and
title of the authonzing official and date of autho-
nzation li oral authonzabon s grven, arecord of
that authonzation should be made at the time of
the authonzavon of confumed in witing by the
authorizing manager.

(2) A summons to a financial institution with-
outreference lo the tax liability of thatinsutlition
1s one kind of a third party summons. A financial
insttution 1s a bank or trust company organized
under the laws of any state or of the United
States asavings and loan association or buld-
Ng and loan associabon organzed under the
laws of any state or of the Urvted States; a credit
urion organized under the faws of any state or
of the United States; or any other organization
chartered under the banking laws of any state
and subject 10 the supervision of the bank su-
pervisory authorities of a state.

(3) It it is necessary to obtan information
from the books of account of a church tor the
purpose of ventying payments made by the
organzabon to another person in determining
the tax Lability of the recipient, the preexamina-
tion procedures as prescribed in IRC 7605 and
the summoOns procedure as prescnbed in IRC
7603 should be followed.

4022.13 (7-28-47)
Restriction on Issuance of “John
Doe™ Summonses

(1} A “John Doe” summons will be issued
only by the officials authorzed in Delegation
Order No. 4 (as revized).

(2) A “John Doe'’ summons may be served
only after & proceeding is heid in the United
States district court for the distnict where the
person (0 be summoned resides or 15 found.
The Service must estlablish that

(8) the summons relates to the investiga-
tion of a particular person or ascertainable
group or class of persons;

4022.12

i~ M- 3

(b} there 1s a reasonabdle basus for bebev-
Ing that such person of group or class of per-
sons may fail or may have failed to compty with
any prowvision of the Intemal Revenue taw; and

(c) the information sought to be obtained
from the examination of the records (and the
identity of the person or persons with reepect (o
whose liability the summons is issued) is not
readily avaidable from other sources

(3) This procedure s inapphcable to sum-
monses issued solely 1o determine the 1dentty
ot any person having a numbered account (or
similar arrangement) with & bank or sirvriar fi-
nancial institution.

(4) If pre-issuance iegal review by Regonal
Counsel's office resuits in agreement that the
summons should be issued, the concurrence of
Regional Counsel or his/her delegate shouid
be endorsed on the face of the summons (and
all copres thereof) by the word “‘Reviewed™
{nliowed by the name and titie of the indmduals
signing on behalf of the Regional Counse''s
otfice.

" (5) if Regional Counsel's delegate contern-

plates disapproval of issuing of the “John Doe ™
summons, a conference with the Chief of the
Examination Division should be arranged for
the purpose of discussing the merits of the
case.

(6) H there is still disagreement with the pro-
posed issuance of the “John Doe" summons
after such conference, Regional Counsel's det-
egate shouid prepare and forward a memoran-
dum to the District Director setting forth the
reasons for disapproval. -

(7) 1t the District Director does not agree with
the conclusons reached in the memorandum,
the Distnct Director will forward the fie %o the
Regonal Commissionsy, who will coordinate,
where necessary, with"Regiondl Counsel. Re-
gronai Counsel will be avalabie to mect with the
Ragional Commussioner for the purpose of ex-
plonng all possible ways of reaching agreement
on the acton 10 be taken with regard to the
"John Doe" summons.

(8) If disagreement stil prevails, the Region-
al Commissioner will forward the matter to the
appropriate Assistant Commissioner for dis-
cussion with the office of the Chief Counsel
Regional Counsel will 1dvise the Chief Counsael,
Anenton: Generat Litgation Division. with re-
spec! 1C tme disagreement with the Regiona’
(=g tner
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(9) Procedures In (4). (5). (6). anc (7) ate
applicable for Assistant Commessioner (inter-
national). Chief Counssl, Assistant Commrs-
sioner, and Associate Commissioner should be
substituted for Regional Counsel, District Dwec-
tor, 'and Regione! Commissioner, respectively.

(10} Counsel's review is advisory in nature,
and Internal Revenue employees and attomeys
of the Othice of Chief Counsel are not autho-
nzed to commit the Semvice toreta.n trom exer-
cising 1ts invastigative authortty 10 requre and
receive Informaton pursuant to 26 U.S C. 7601
and 7602.

4022.14 (11-304¢)
Definitions

{1} Summons—an adewustratve summons
which 18 issued under IRC 7602 or under IRC
6420(e)(2). IRC 6421(N(2), IRC 8424(d)(2), or
IRC 6427(e)(2); and is served on & thed-party
recordkeeper requinng the production of any
porton of records made of kept of the business
ransactions or affairs of any person (other than
the person summoned) who is identified in the
description of the records contained in the
summons.

(2) Third-party recordkeeper—The term ap-
plies 10 any bank, savings and loan institution of
oredit UNION; ANy CONSUIMSI NBEOrtNG &gency
coversd-by the Fair Credit Reporting Act; any-
one extending credit through the issuance of
credit cards or similer dewvices; any broker in-
cluded in the Securities Exchange Act of 1934,
w-n«mwm and any barter
exchange. The procedures in IRC 7009 apply
generally 10 situations in which the recordkesp-
or makes Or keeps records of the business
transactions or affairs of & person identfied in
the deecription of the records comtaned in the
summones. Al persons who extend *‘credit
through the use of credit or simier devices” tall
within the 3cope of these procedures notwith-
standing the fact that the principal business of
that person may de something cther than the
issuing of credit cards. For exampie, tetephone
companies and others such as retad stores and
ail companies who extend credit through their
own credit carde would be conmdered *‘third-
party recordkespers.” Any retad establishment
that does not extend credrt through s Oown
credit card or similar device (i.e.. some physical
object evidencing credi) will not be considered
a “third-party recordkeeper ' Thus, retail es-
tabushmen:s that honor cread.: cards ssued by

‘rzezartesfeg V.sa Amsnca- Evpress

Master Charge) wil not be considered as ex.
tenaing credi since the rssuer of the credit carg
13 actually the lender rather than the retal es.
tablishrnent M an agent issues a summons to g
retail estsblishment or simiar business which
has s own credit card, but also honors credn
cards such as Visa, American Express or Mas-
ter Charge, notice will be given under Section
7609. This 1s due to the fact that it would be
unduly burdensome for an agent to 1ISsue one
summions for records of Visa or Amencan Ex.
press transactions and another for records of
transactions involving the summoned witness s
own credit card. Notice is only required in cases
where the Service is summoning records of the
extensions of credit “through the use of credit
cards or similar devices” and not when it is
summoning records of other transactions. For
example, if empioyee X works for credit card
company A and aiso has one of A's credit cards,
then no notice would te required in connecton
with a surmmons issued 10 A for X's employment
records However. a notice would be required m
connechon with & summons issued to A for X's
credit card records. in addition, if an indepen-
dent contractor performod services for a retad
establishment winch issues its own credit card,
no notice i required in connocoon with a sum-

(3) Records—This term hcbdos books, pe-
pers, or other data; and a summons requiring
the giving of testimony relstive to the conterts
of records is to be treated as a summons requir-
ing the production of records.

(4) “John Doe'' summons—This is any sum-
respect to whose liabikty the summons is is-
sued. IRM 4022.13 provides procedures re-
quired in the use of *“John Doe"” summons.

) Numbered bank account—An sccount
with a bank or similar financial institution
through winch & person may authorize transac.
bons solely through the use of 8 number, sym-
bol, code name or simiar arangement not -
volving disclosure of the account owner's

(8) Proceeding To Quash—A civil action
commenced in the appropriate U.S. District
Court for the purpose of preventing cComp&ance
by the third-party recordkeeper.

@) Intervention—The act of 8 person. who s
not onginally & party to summons enforcement

4022.14
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Coun proceedings. DECOMINg 8 party in order (o
protect hus/her interests.

(8) Noticee—A person who has the nght 10
nouce, and (o file a petton 1o quash when &
SUMMONS is served on a third-party record-
keeper to produce records or give testimony
relative to the contents of records which pertain
lo that person. For example, if the Service
serves a sSummaons on a8 bank for an account in
the name of the laxpayer. the taxpayer is the
noucee I, in the matter of the lax labiity of the
taxpayer, a summons is served on the bank for
the account of a third-party, the third-party is the
notices. If the taxpayer (or other party) is Clearty
identified by name in the description of the rec-
ords in the body of the summons, that person is
entitied to notice ofmowmmhavmbun
issued. For example. ‘'when & summons is is-
sued to X Bank for records in Y's account rels-
tive to Z, the laxpayer, notce will be given to
both Y and Z If the agent or officer knows prior
to service of the summons that an account 1
styled in the names of more than one person
then each person should be named in the body
of the summons and should receive notice; for
axample, if the agent or officer knows that bank
accounts are listed in the point names of hus-
band and wife then both the husband and wile
should be identified in the description of the
records soughtand both shouid be given sepa-
rate notice, even if they reside at the same
address. Inthe case where records of a pertner-
ship are requested in the body of the summons,
notice to one general partner is sufficient.

(9) Date of service of notice—The date on
mmmmammmwuw
ered personaly.

4022.15 (11-30-8¢)
Exceptions to Notice Requirement
(1) There is No Notice requirement in cases

where:

() a “John Doe" summons is issued;

(®) the summoned witness is the taxpayer,
officer or empioyes of the taxpayer;

(¢) a third-party witness is summoned 0
Qive testimony that is unrelated to records; or

(d) the summoned witness i not consid-
ered 10 be a third-party recordkesper as defined
iDARM 4022.14:(2).

(2) Noticeis aiso not required where the stat-
od purpose of the summons s o:

4022.14
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(a) determing whether records of the bus:-
ness ransactons or atfars of an identfied per-
0N have been made or kept: or

(b) determine solely tha .
son having 8 numbered account (or simular ar-
rangement) with & bank, savings and loan insti-
wtion or credit union.

{3) Summonses issued pursuant to a court
otder

(a) Notice shall not be required 1. upon
petbon by the Service, prior to the tssuance of
the summons, the United States district court
for the distnct within which the person to be
WMMONed resides or is found, determines, on
the besis of the facts and circumstances al-
leged tha! there is ressonable cause o believe
the giving of notice may fead t0 attempts to
concedl, destroy or alter records relevant to the
examington, 10 prevent the communication of
nform:bon from other persons through intimi-
dabdon, babery, or collusion, or to flee 1o svod
prosecution, testitying or production of records.

() in hearings covered beiow, 83 well as
those referred to 1n IRM 4022.13:(2), “'John
Doe" Summons, the determination »halil be
made ex parte and shail bs made soiely upon
the petition and supporting affidavits. An order
denying the petition is dumod a final otder
which maey be appeeied.

{¢) except for cases the court considers of
greater importances, & proocseding 0 quash &
momwump

dencs on the docket over all cases and are to
be assigned for hearing and decded at the
mmm

(@ roqunu for court ordors will be for-
warded to Oistrict Counsel for processing. in-
cluded in the memorandurm should be 8 request
that the court order the personys) to be sum-
noned to refrain from notifying the taxpayer, or
other person 0 whom the records o testmony
pertain, of the service of the summons.

(e) the third-party recordkesper will be ad-
vised that pursuant 10 a court order no notfica.
von will be grven of the summons request and, if
agpropriate. that notification could subrect the
person summaried 1o a contempt crtaton.
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(b) an officer or empioyee of such person.

{C) a person having possassion, custody,
or care of books of account conlaining entnes
relating to the business of the person liablg for
the tax or required to periorm the act; and

() any other person who may be deemed
proper by the officer issuing the summons.

{2) When a witness requests that he/she be
served with a summons as evidence of his/her
tega: duty o produce recoras Ic lestty and
ingicates that he/she wil voluntanty comply
therewith 1t shou!d be :ssuec 107 such purpose
The summons should be property prepared and
the required notice given. See IRM 4022.12 for
rastrictions onissuance of third party
SUMMOonNses.

4022.3 7-29-47)
Factors to Consider Before
Issuance of Summons

(1) Whenever a summons is issued, the -
suer should be prepared to see the matter to 8
final conclusion, including a recommendation
to enforce compliance wh tne summons,
necessary Among the fac:ors ic consider be-
for @ resortng to the 1ssuanNce of & SUMMons are
the following.

(8) The securnng of information desired
through other means should be explored. For
exampie, financial and other data may be se-
cured from the tax retum or the informaton
desirad may be secured from other parties,
such as banks, employer, elc., without use of 8
SUMMONS.

(®) The importance or necessity of the in-
formation sought should be weighed against
the action required 1o enforce compliance with
the summons and the adverse effect on volun-
tary compliance if enforcement is abandoned.

{c) The tax kability invoived and the impor-
tance of the information should be weighed.
The importance of the case to voluntary compli-
ance may necessitate issuance of a8 summons
without reaspect to the amount of tiability
Invoived.

(d) Whether a criminal case is pending.
See (2) beiow.

(2) No summons may be issued or enforced
when & Justice Department reforrals is in effect
with respect to the taxpayer. Each taxable peri-
od (or, in the case of excisa taxes, sach taxable
event) must be reated separately. As s resuft,
the Service may issue & summons for one tax-
able year even if a Department of Justice refer-
ral is in effect with respect to the laxpayer for
another taxable year. A Justice Department re-
ferralis in offect when the Service recommends
a grand jury investigation or cnminal prosecy-
bon of the taxpayer. of the Artorney Ganeral (o
Deputy Attorney Gene-a' cr Assistant Anomney
General)makes a wrilte - *€J.es' lc the Servi.ce

for retum o retum «nformation relating to the
taxpayer A Jusbce Deparument referral ends
when

(a) the Justice Department notifies the
Service, In witing. that it wiil Not prosecute the
taxpayer; it will not authonze 8 grand jury inves-
tgation of the taxpeyer; or it will discontinue 8
grand jury investigation of the taxpeyer,

(b) the Justice Department notities the
Service that & final disposibon has been made
of any cnminal tax proceeding insututed by the
Ospanment against the taxpayer. of

{c) when the Attorney General (or Deputy
Aftorney General or Assistant Attomey Gener.
al) noufies the Service, In witing, that he witl not
prosecute the laxpayer for any oHense 1o whuch
any writian request for retum or retum informa-
ton relates.

(3) H the exarminer has that an-
other activity of the Service or Chiet Counsel or
Distnct Counsel has pending before it a matter
invoiving & texpayer whom the agent has under
investigation, the examiner should consult
through channels with the other activity or of-
fice to deterrmine if coordination s desy ed, and
il 0 on what subjects For exampie, Regronal
Counsel may be defonding & petrbon by the
tupayer to the Tax Court for the same of other
years included in or relevant to the periods
which the examiner has under investigation. or
a statutory notice (o the taxpayer under invest-
gation may be in the process of being issued or
has been issued. In the exampie the sxaminer
should consutt District Counsel before issuing a
summons to the taxpeayer or t0 & witness in the
investigation of the taxpeyer.

(4) No summons should be issued to Federal
officials or empioyess for information they may
PO33e3s Of Know in connection with their official
responsiitties. if such information is vita! to an
examination and cannot be secured from other
sources, the provisions of IRM 4083, should be
followed. Whenever & summons I8 rssued, the
issuer should be prepared to see the matterto a
final conclusion, including & recommendaton
to_snforce compliance with the summons d

(S)Ammmilmtbomodmmm
18stMOny 0f JOCUMeNtS rEQUINNG & gONerd dis-
closurs of the finances of a poltical organzza-
tion except a8 provided in (6) below. if the infor-
mhonswombynwmmwouldgorwd?y
disciose the finances of a political organzabon,
this restriction apphies sven though the testimo-
ny is to be obtained from, or the documents are
owned Or possessed by, a source that is not a
political organzabon. For sxampie, 8 summons
to a bank for ai of its records of the bank
accounts ol a poltical organzation is within the
coverage ol hxs subsection. The term "“poirbcal

4022.3

(LR TEae)

MT 4000-234



26

page 4000-14.¢
(5-24-88)

4000 Genera

organzation” inchudes a politcal party. s Na-
tional, Stats, or local committee of a polrntrcat
perty, and campeaign committees or other orga-
nzations that accept coatributions or make ex-
penditures or the purpose of influencing the
seiection, nominatbon, or election of any indmid-
ual for etective pubkc othce. The term ‘political
organization’” does notinclude an organization
to which the taxpayer s the orly contnoutor
Information concemung the finances of a polih-
cal organization includes testmony of Gocu-
ments that disciose the identity of contnbutors
or recipients of expenditures.

(6) A summons may be used to obtain testi-
mony or documents concerning the finances of
a political organzaton provided that compii-
ance with the summons wbuld not require s
general drsciosure of the finances. Such a sum-
mons will be restncted o nformatoi reiating to
the tax kabilrty of named taxpayers under exam-
ination or investigation. The summons must
specifically identify the taxpayer's transactons
with the poitical organization and wifl be 8o
Nmited as to require onty testimony or docu-
ments relating to those transactions or to other
transactions of the same type. If, however, the
taxpayer’'s transactions with the political orga-
nization are known (o have occurred through
the use of an mtermediary Person o orpana-
tion, the summMons Mey require lestimony or
Jocuments relating to specifically identified
fransactions of the intermediary with the politi-
cal organzation.

({7} If an exception t0 the provisions of (4) is

desired, or ¥ issuance of a summons in con-
formity with (5) is desired, a memorandum re-
qQuest, explaining in detail the necessity for the
issuance of such & summons, together with a
copy of the proposed summons, will be submut-
ted 10 the Assistant Commissioner (Examing-
on) {or prior written approval. if tme is of the
ogeence, & telephonic request will be made 10
the Assistant Commissioner (Examination) for
prior approval. A memoranduem setting forth the
ditalis will be prepared and forwarded immedi-
ately 10 the Assistant Commissioner (Examing-
ton) In afl shuations in which a telephonic re-
quest has besen made under this procedurt. H
- there is a question as to the lega! sufficiency of
the proposed summons, and fime permits, it
shouid be referred to District Counsel (or a pre-
iminary legal review, prior to referral of the
request to the National Office for approval.

(8) Exammers should not 1ssue summonses
upON a churck O 8 cCoNvanuion OF assocsation o'

4022.3
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churches without consulting IRC 7605 and Re;
301 7605~ Instructions in the regulations
must be adhered to and d appropnate. thirg
party summons procedures should be {ollowed
District Counset may be cortacted for assist-
ance if necessary.

(3) A summons to & taxpayer or third party
shrouiC be considered when.

(31 n¢ records are made available 10 pe’-
mit an adequale exammnaton withi~ a reasan-
able penod of time.

{b) the submrtted records are knowr or
suspected 1o be incomplete, and additiona! rec-
ords are presumed 10 De in the possess:ion of
the taxpayer or a thurd party that may disciose
matenal matters not reflected in the submvtted
records: e.9., brokers' statements, contracts,
&ﬂs for legal expenses.

(c) t appears that additional details are
being wmithheld because they may disciose mat-
ters of tax consegquence adverse (0 other tax
payers and relevant 10 the taxpayer under
SXAMINGton. ’

(d) orsatiowance of unsubstantisted costs
will produce highly unrealistic results, i.e.. caus-
ng net income to be equal to gross sales
receipts.

(o) the taxpayer or the taxpayer's repre-
sentatives indicaie that he/she will not senous-
ly attempt to substantiate items appearing on
the retum or explain transactions questionsd by
the examiner because he/she intends to offer
records and explanations at enother level or
after & statutory notce has been issued.

() he evailability of records disciosing the
desired information is in doubt. A summons may
be issued t0 require testimony, under cath, as to
what records exist and their location. A subse-
queit summons describing the records may

be issued and, if they are in the possession
mm_ov subject to the control of the per-
son who has testified, it may be served at the
time of the testimony or thereafter.

(10) Before issuance of a summons for rec-
ords known 10 be outside the United States. &
determination shall be made whether special
procedures {or the issuance of SUCT: SUMIMOoNS-
es are applicable to the specific type of invest-
gation in which it is proposed to issue such a
summons. !n the event special procedures we
applicable, they shall be followed. i there ace
no special procedures, a copy of the proposed
summons for records known Lo be outside the
uUnned States should be submitted to the &pp’o-
oriate Distr=* Counsel 1or pre-1ssUance lez2

i A s raggj ~a0'VIng CODO?EIE $TLET
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funds and improper payments, Distnct Counset
wili coordinate thew review wath Associate Chuet
Counsel (international), Washington, OC.
whuch in tum, will coordinate the matter mith the
appropnate Natonal Otfice functon. The pro-
foo“d summons will be accompanied by a
statement describing the circumstances and
/ offorts that have been made 10 secure the rec-
ords and data from the taxpayer or other wit-
ness and why (he taxpayer or other witness will
not make the requested records available
"However, in emergency situations, advice of
Distnct Counsel may be oblained by telephone
in no event will the summons be issued unti
advice has been recerved trom Distnct Coun-
s6l. Counsel's review is adwvisory in nature and
Internal Revenue employees and atiorneys n
the Otfice of Clue! Counsel are not authonzed
to commit the Service 10 refrain from exercising
is invesbgativé authority to request and recerve
informaton pursuant to 26 U.S.C. 7601 and

—7602.

4022.4 (2-23-¢)

Rights and Privileges of Persons
Summoned and Appearsnces
Pursuant to Summons

4022.41 (2-23-91)
General

(1) The type of information sought through
the issuance of 8 summons generally does not
tend to deveiop criminal potential of a case.
Theretiore, it is not mandatory that the person
summoned be informed of his/ her constitution-
al privilege against self-ncrimination. (See IRM
4241.5)

{2) Notwithstanding the privilege against
setf-incrimination, informabon or evidence fur-
nished voiuntanly by a person summoned may
be used even though of an incriminatory na-
ture. The mere fact that the person wouid not.
have appeared had it not been for the summond.
does not mean that hes/her testimony or ew-
dence was given under compuision and is
therefore inadmissible. Although the sum-
moned person is required to appear, the ques-
tion is whether it can be shown that he/she was
not thereafter compelied to testity as to incrirni-
natory matters. A witness who contends that
testimony or information was given involuntan-
ly, under compuision, has the burden of sustain-
ing that contention. Examiners shouid not grve
assurance that use of informaton furrushed by
& witness or the taxpayer wiil be restncted.

(3) A taxpaye- who nas been served a sum.
mons must appea: persondily at the eppron.
&le bme and pilace. and has the nght 1o be
accompanied. represented. and advisea by
counsael. If the examuner CONsiders 1 necessary
or helptul. ihe summoned person may be put
under oath. (See IRC 7602 and IRC 7622. See
also Delegaton Order No. 4, as revised). The
witness shouid be required to stand and raise
tus/her nght hand An oath may then be given
as follows

00 you solemnly swear (affirm) under the
penalles of perjury thal the testimony you are
about to grve in this matier s true and correct 1o
the best of your knowledge and beliel so heip
you God?" In the alternative the term "atirm
may be substituted and the phrase 'so help you
God"’ may be omtted. The witness should re-
spond by sayng 'l do

(4) A thurd party witness in a tax gxaminabon
should be accorded the nght to be accompa-
rved, represanted and advised by counsel. The
witness should be informed of thes nght he/she
inquires regaraing it |f the witness appears and
1S represented by the same counsel who repre-
sents the taxpayer, the examiner should bring
thus matter 10 the attention of his/her group
manager. since dual representaton might sen-
ously prejudice the examination (See (RM
4022.42). Regional Counsael should be consuit-
od, if necessary.

(5) it appropnate, the sxm\omappoulnce
date may be continued, 1o aliow tme for a reso-
tion of the matter. The decision is whether
under the circumstances, exciusion of the tax-
payer's attomey who aiso represents and ac-
companies the third party withess appeanng
pursuant 10 the summons, is sustainabie in the
overtt the witness refuses 1o testify or produce
documents uniess he/she is represented lnd
accompaned by that attomey.

(6) it advance nformation s receved from
the summoned witness or from the withess’
representative that on the date set for appesr-
ance 1 the summons the withess will not com-
ply with the summons, enher by lesutying or
producing books, 61c., of both, no inchkcabon or
agreement, express of implied, shall be made
on behalf of the Service that it is not necessary
of required for the witness t0 appeas and testity
or produce summoned records on the date set
for appearance. The witness or the witness’
representative should be informed that the wit-
NeSS Mus( appear in person with the records to

4022.41
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be produced pursuant to the summons and
either compty or refuse 10 comply with the sum-
mons. stating reasons for any such refusal. The
witness or the witness' represantatve should
also be informed that in the event of refussl or
faflure 10 comply with the surnmons, considera-
tion will be given to resorting to the judicial
remedies provided by law The representative
of the witness 23nnot appear v lieu of the wit-
ness on the aspearance date set in the sum-
mons Inthe @ ventthe witn@ss for a valid reason
(such as !iness) cannot appear on the date
fixed m the summons. that date may be contin-
uved by mutual agreement to another date.

(7) If a \axpayer or witness appears in re-
sponse 10 a summons and claims either the
self-incrimination phivilege of the fitth amend-
ment or the attorney-client privilege, the exam-
inar should continue with the examination even
though it is clear that the questions will not be
answered 'tis important that the examiner
should ask the summoned person all questions
necessary 10 develop the required information
and make requests for production of each of the
documents desired so that the person assert-
ng the prwiege responds to each inquiry by
either answering the question and producing
the documents or asserting the claimed privi-
tege. However, { the person summoned re-
fuses to submit to questioning and the requests
for documents, the examiner cannot compel
the person 10 remair and continue with the
examingtion. The examiner should not atternpt
% overcome a blanket ciaim of privilege or &
refusa! to submit to specific qucniomng A

anticipated or known that the taxpayer or wit-
ness summoned intends 10 assert & privilege,
another RS empioyee should ettend the inter-
view a3 an observer and shouid join in prepering
the memorancum of the facts and occurrences
&t the interview.

(8) The above procedures are important to
the enforcement of a summons 10 establish the
fact and circumstances of non-complisnce.
The procedures respecting claims of privileges
and the witness' representative appear in re-
sponse 10 the summons. There may be other
situations in which the taxpayer or another per-
son attempts to be present when a summoned
third party witness is questioned and the exam-
iner does 0ot dese 1o disclose in their pres-

4022.41 W 2036-220

ence the course of the investiga oon by request-
ing the furrishing of each tem of information.
oral or documentary. in such event other con-
sderghons may be mvolved, and the exarmner
shouild consuit with his/her supecior. and Re-
gional counset may be consulted.

4022.42 .- i+,

-Oual Representation

(1) Treasury Department Circular Nc 230
(Rev. 6-79), which covers the practice of atior-
neys, certified public accountants. enrolted
agents, and enrolled actuaries before the inter-
nal Revenue Service, provides the followng
with respect 1o duai represerntation:

§ 10.29 Confiicting Interests

No attorney. certified public accountant. or
encolled agent shall represent contiicting 1~ter-
estsin his practice before the interna: Re /e ue
Service, excepl by express consent of all direct-
ly interested parties after full disciosure has
been made.

(2) Dual representation exists when a sum-
moned third-party witness is represented by an
stiomney, certified public accountant. ervoiled
agent, of other person who aiso represants the
texpayer or another imterested party. it may also
occur where an attiomey under investigation
represents a third-party witness in that investi-
getion or where an atOMey-witNess 3eeks 1o
represent another witness in the same invest-
gation. An interested party is one who has a
memwm«mnmemmot .
the witness or who, by virtue of the nature of the
invesigation and the known fact. may be -
’crimhsm by the witness.

L N

T (3) Excep! as provided beiow. the mere exis-
tence of a dual nprosontabon situaton which
may potentisily have an a_verse impact on the
investigation will not, without some action by
the attomey (o impede or obstruct the nvesti-
gation, provide & sufficient basis for seeking a
dsqualification. However, where an attomey's
representation has substantially prejuchced the
questioning of a third-party witness and. as a
result, has signdicantly impaired the progress of
the investigation, the Service will request the
Department of Justice to seek 8 coun order. as
part of the summons enforcement p*aceet =2
to disquatty hatl attorney as €o.nss *17 "7
w.lI€55

»
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4022.(10)1 .ss-:
Background

(1) IRC 482 3 one of the basic Code sections
designed to insure that laxpayers subject o
U S taxingures o* 2~ recont ther true income
fts orope’ ac™ - 57731 2~ ‘equres that the Serv-
ICC FEDTSS€E= 27 '8 T, Ire evamingr, obtan
and evaluate é 3ol %ca. ot tactualinlormation
The kind of inta-~3:2~required 1s discussed in
Chapter 60C. Auc: Techmques—international
Enforcement Program, Section 620, of IRM
4233, Tax Audit Gudelines—indviduals, Part-
nerships. Estates and Trusts. and Corpora-
tions. Most ©! the information requwed con-
cems the detaiis of the transactions under ex-
amingtion and the operatons of the taxpayer
and of other members in the controlied group
involved in the q_2si.oned transactions. Occa-
$10oNnally int>=2a: >~ regured will involve trans,

unrelated, whech were not nvoived in the qufs
tioned transactions

(2) To propety develop and document e

IRC 482 adjustment. the examiner must obtain
this information It s anticipated that in the ma-
jority of the cases the required information will
be supplied upon request voluntarnity by the tax-
payer o¢ the other parties having such informa-
tion. However, n SOMe Cases it may be necas-
sary to issue a summons (O secure comphance
with such requests. Voluntary cooperation is
greatly to be preferred, and every effort shouid
be made to obtain thus information in this man-
ner before issung 8 summons. Whenever a
SUMmMONS s 1Ssued, the Service must be pre-
pared to proceea wmith enforcement procedures
it the summonad party does not comply with the

(3) Itisrecognazed thal Lhe courls, in addition
10 granting cenan pavieges avaiabie to wil-
nesses and ndmdual taxpayers (for example,
the Fifth Amendment priviege against seit-n-
cnmination), gve sttong consideration 1o the
relevance and matenaiity the mnifomation may
have, weghung the \nconvenience that would
be caused by the enforcement of the summons
aganst the Government's need for such
informavon.

(4) In view 2* tixs different procedures are
requiec 9es:-I:-1 3= the source of the re-
guredinics =il - 3~ 1"z we Jhitobe givento
$hs smme msesc s vcsegars e Talendnie and

BT Lo
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(5) below provide procedure for 1ssuing a sum-
mons in the following siluauons.

{a) summonses to taxpayers;

(b) summonses within the controlled
group to an organization a party to the ques-
toned transacuon;

(c) summonses within the controllea
group but to an organization not a party 1o the
Quesuoned transaction;

(d) symmonsaes to unrelated third parties.

(S) 1RM 4022.(10)3 below provides special
procedures where sSumMmonses cross distnct or
regional knes or information is required from
foreign parties located outside the United
Stales.

4022.(10)2 (s-1-91

“Procedures
aclons or Gpera: 20s of wa parties, related g /L A P’“Um

“Tite ‘axaminer's actions in thts regard
shall include a written request to the party pos-
sessing the information describing the docu-
ments or information in sutficient detail to ap-
prise such person of the nature and scope of
such i )
the party refuses 10

aminer should réasons therefor
and sdequately document the request and the
specific reasons for the rejection.

3 I the group manager or the case man-
ager, after reviewing such documentaton, is
satisfied that the information may be matena!
and relevant to the examination and is NOL sats-
. fied with the party’s reasons for refusal to pro-
“vide the information, he/she should conside:
whether 10 issSUe & SUMMONS N accordance
with the procedures set forth in (2) through (5
below.

b) A presummons letter shouid be sent
the party (when such party is the taxpayer, .
domestic organization, or a foregn organza
tion doing business in the United States) . «
the opinion of the person who must approve th:
issuance of a summons:

1 the examiner has failed t0 adequate:
describe the documents of informavon in i+
request, or

2 it appears that atter a reasorable pe-
2d of time since the issuance Of INa reQuést. 17

4022.(10.
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party possessing the documents or information
has failed to respond, or

3 has responded but refused to comply
without furnishing reasons for the
noncompliance.

(¢) The presummons letter should de-
scnbe the books, records, or other information
sought. should encourage the party to cooper-
ate. and state that! the party dechines o furnish
the information or sugply adequate reascrs
why he/she should not be required to furnish ¢
it will be necessary for the Service to consider
the 1ssuance of a summons

(d) A presummons lelter should not be
sent unless a decision has been made that a
summons wil probably be 1ssued absent a sat-
istactory explanation from the addressee as lo
why the information cannot be supphed

(e) The idtter should be reviewed and
signed by the Service representative who must
approve the issuance of summaons (see (2)
through (5) below)

() Where the information is 1n the custody
of possession of a member of the controlled
group other than the taxpayer (and such other
member 1s a8 domesuc orgamizaton or a foreign
orgamzation doing business in the United
States), the letter shouid be sent to such mem-
ber and a copy sent 1o the taxpayer

(g) Where the party with the information ts
an unvelated third party, no copy of the letter
shouid be sent to the taxpayer.

(h) For procedures to be followed where
the party with the inforrmation rs a foreign orga-
nization not engaged in business in the United
States (or any indévidual not physically present
in the Unitled States), see IRM 4022.(10)3:(2)
below.

(2) Summons to Taxpayers
(a) The taxpayer is the party which is under
examination and to which any necessary statu-
tory notice of deficiency would be addressed
(b) The type of informaton which may be
reievant and materiai to an IRC 482 examina-
tion and which should be obtained from the
uxuyer is discussed in Chapter 600, Audit
ntemational Enforcement Pro-
qrnm. of IRM 4233, Tax Audit Gudelines—Iindi-
viduals, Partnerships, Estates and Trusts, and
Corporatons.
(c) Guidelines relatrve to summons and re-
lated problems in {RC 482 cases are discussed
in Section 630 of the above cted document.

4022.(10)2 MT 2000-243

(d' The group manager or the case marn-
ager mus! approve the isssance of a summons
10 the laxpayer

(3) Summonses Within the Controlled Group
1o an Ovganzaton a Party to the Questioned
Transacton

(8) Apart from the taxpayer, the organiza-
2 which generally has the greatest amount of
relevant ang matena! irformation is the other
pa-ty < ih2 questioned iransaction. Necessar-
ly. under 1IRC 482 the other party must be a
member of the controlied group.

(b) The group manager or case manager
must approve the issuance of the summons.

(c) Where the summons wiil cross distnct
or regional ines or f the other party to the
questioned transaction 1s a foreign corporation
not engaged in business in the United States (or
a sole propnetor or partnership not physically
present in the United States), see special pro-
cedures n IRM 4022 (10)3 below.

(4) Summons Withun the Controlled Group
but to an Organizatron Not a Party 10 the Ques-
tioned Transacuon

(a) Cases may anise in which an organiza-
tion wihuch is not a party to the questioned trans-
acton but is a member of the controlied group
may have information which is relevant and
matenial {0 the taxpayer's examination. Normal-
ly. this would be information conceming com-
parable transactions between this other mem-
ber of the group and some unrelated party,
which could be used to give the terms of the
arm’s length dealings for the taxpayer's ques-
tioned transactions.

{b) Relevancy and materiality may be
more ditficuit to demonstrate where a sum-
mons is issued 10 a related party in this category
than where a summons is issued to0 the taxpay-
er of 10 a relatec organization which s a perty to
the questioned transaction. Accordingly, the
examiner must be prepered to support any sum-
mons with a showing of why there is a reason to
betieve that the information requested of the
other organization may aid in the proper resolu-
bon of the taxpayer’s lability as regards to the
Questoned transactions.

(c) Before any summons is issued, the ex-
aminer shoutd hrst request the taxpayer 10 ob-
tan the desired informaton from the related
0rg3anizaton
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(d) 1t the taxpaver retuse; to cooperate
and the related organization refuses withou!
adequate reason 1o supply the information in
answer 10 the presummons lelter (IRM
4022 (10)2 (1)). a summons should be issued f
approved by the Chvet, Examunation Dvision (or
as designated by the Distnct Drector in distncts
where there are no dwision chwefs).

(e) Where the summons will cross district
o0 regional ines o°  ine other party 10 the
ciestoneglransac! »ns g 1orelgnorgam:al-cn
‘clated outsige 1he United Stales sac¢ (R
4022 (1013 below

{S5) Summonses to Unrelated Third Panes
(a) The relevant and malenal information
which an unrelated thied party might have will
usually be data such as prices, fees, and profit
margins from fransactions comparable to the
taxpayar's Questioned lransactions

(b) The third party information would be
used as comparable arm s length data to mea-
sure the lerms at wh.ch the laxpayer s vansac
tions should have ¢:c.rred

{C) Anunte'aies iniec party should be sum-
moned only it it 1s reasonably clear:

1 that it may have relevant and matenal
information,

2 thatthis intormation will be useable by
the Service even if the third party 1s hostile and
uncooperatve i explaiming its meaning; and

3 that the informauon i1s of sufficient im-
portance to the Service that there 1s a strong
reason to befieve that il outweighs any injury
which might result to the third party from its
disclosure.

(d) Of course, before any unretated thurd
party 1s summoned. every effort should be
made to oblain the information voluntanty.

(e) Theissuance of a summonsto anunre-
lated third party must be approved by the Chuef,
Examinaton Dwvision (or as designated by the
Dxstrict Director in districts where thore are no
division ctwefs).

(N Where the summons will cross district
or regional knes or the thrd party s a foreign
orgamzaton not doing business in the United
States. see IRM 4022 (10)3 below.

4022.(10)3 (7-26-47
Summonses Crossing District or
Regional Lines or Information
from Organizations Outside U.S.

(1) Summonses Which Cross Distnct or Re-
gronal Lines

{a) in some cases. the party to which the

SUMMONE § Ss.s- A bslocatec~agsirmior

reqion different from the Jistr ot or region
which the taxpaver s ecam.~auon s tocated in
these cases. approprate COOrnalion s neces.
sary and the examinming oHce will need the
cooperation of the ather Aisinct or region.

(D) Accoraingly, whenever a summons n
an IRC 482 case will cross distnct or regional
hnes, ns issuance must be approved by the
Assistant Regronal Commissioner (Examina-
hen) of the regidn = wn =~ =2 exgmingtion of
the taxpayers1ar.~gc a~« -~ :ases where the
SU™MINS will crneg [5xge Ragat-] €3 the reg:ion
wilt forward the summons 10 the Assistant Re-
gional Commussioner {Examinaion) of the re-
gion requesied (0 cooperate

(c) In ali cases where a summons will
cross distnct of regional lines the examining
office will forward with the summons having all
ndicated spaces filed out as far as possible
{which shouid call tor an appearance at the
Internal Revenue ofiice withm whuch the sum-
moned party s located). a bnef memorandum
explaining the relevance and materality the
summoned intormation ma. have and what as-
sistance the examinng office requires from the
cooperating office.

(d) The basic authonty and responsibility
for issuing the summons ano. necessary, pro-
ceeding with 11s enforcement rests with the
examining office. The cooperatng office acts
solely as an agent of the examning office.

{e) Requests for judicial enforcement
shouid be forwarded to Regeonal Counsel in
whose area the examining office is located.

(2) Obtaining Information from Foreign Or-
ganizations Located Outsiie the United States
(a) In some cases, the organzation having
possession or custody of information which
may be relevant and material 10 an IRC 482
examinaton may be a foresgn organzation not
adoing business or otherwise located in the Unnt-
od States. This could include a sole proprietor
or partner nof physically present in the Unitad
States. One example which may arise with
some frequency is a loreign subsidiary located
entirely outside the United States and engaged
n a questoned transaction with a domestc
parent corporation.

(b) There are ditficult legai and practical
problems in obtaining books, records, and oth-
er informaton in the possession of such a tor-
exyn organzabon where the domestic parent
retuses 10 cooperate and oblan them for the
examining agent.

4022.(10)3

'S MatLs

MT 4000-24¢
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(c) Before any contact with a foreig 0rQa
nizaton or before any summons or presum-
mons letter Is rssued to obtawn information trom
a foregn organization which is not doing bus:-
ness in the United States. or from an individuat
not physically present in the United States. the
matter must be referred to the Office of the
Assistant Commessioner (International), OP:I:T,
for advice and assistance n accordance with

£
[ e

4022.(10)4 s -o-
Assistance from Distncl Counsel

s {or re-
questing the assistance of Distnct Counse' in
determining the taxpayer’'s correct habihty
IRM 4469 provides for review of pro-
posed statutory notices by Distnct Counsel.

(3) It the views of Distnct Counséi have been
requested they wil be In 8 position 10 render
advice as o the type of information necessary
to detend the proposed 1RC 482 aliocalions or
n regard to the determtnation of the clamed
setoHsif thecaseslihgated The summons zan
then be directed toward information not only
necessary for a statutory determination of the
taxpayer’'s hability, but also for information
needed in court 1o delend the determination.
Suchinformaton is difficult, if not impossible, 1o
obtain after the case 1S in itigation.

(4) A turther problem may arise if it I1s antici-
pated that it will be necessary 1o seek pdicial
enforcement of such summons. In that event. it
1S important to secure the assistance of Distnct
Counsel to review the summons pnor 1o its
issuance 10 insure that the form and content of
the summons will present no obstacle o s
judicial enforcement. .

(5) Generally,€'summons should not be is-

sued after tutory notice has beerrsent out.
if extrpotdinary circumstances should sse
il wouid make it essential that a summons

; (ssued after a statutory notice. the group

designated by the District Director in districts

where there are no division ciwefs), consult withy
gstrict Counsel as 10 the effect of such sum-
on iigaton of the statutory notice deter-

. Vanous factors and consxderations
whoch de aood for oblaning the
wviews of Orstnct Counsel in such instances are
discussed below

4022.(10)3
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(a) Duficuities arse il an entereemen: ag
tion 1s inibated atler the issuance of & statutory
notice when the case has been docketedin the
Uniteo States Tax Court. Since the Commus
sioner has already made his legal determina-
tuon. 1t may be ditficult to explain to the United
States Dstnct Court the necessity of the gov-
ernmaent obtaining such information through
the summons procedure when the subpoena
procedures of the Tax Court are available

(b) Furthermore. 1o institute entorcemen:
procedures tor a s.mmons atter the issuance o
the statutory notice may be viewed as anadrnis-
sion that the government did not have the nec-
essary information 10 make a legat statutory
determunation for the deficiency. This may re-
sult in some cases in nullifying the presumptive
correctness of the notice and placing upon the
Service the burden of proof on the IRC 482
adjustment.

(¢) The enforcement of a summons relat-
ng only to claimed setoHs. issued pror 10 the
deticiency nolic2 when enforcement aclion
was also wnitiated pnor to the i1ssuance of the
deficiency notice. may nol be as damaging to
the presumptive correctness of the deficiency
notice as when similar action 1s taken with re-
spect 10 a summons concerning the basic IRC
482 determination. The basis for this distinction
is thatin the forrner situation, itis the taxpayer's
claim which is teing investigated. When such
claim is made just prior to the time it was neces-
sary to issue the statutory notice, the Service
necessarily rejected such claimed setoff for fail-
ure of the taxpayer to afford an opportunity for
adequate invesbgation.

4023 (ss-76)
Reopening of Closed Cases

4023.1 (&-1-97 ~
Reexamination Notice to
Taxpayers

(1) IRC 7605(b) provdes that “No taxpayer
shall be subjected 10 unnecessary examimnabon
or iInvestigations, and only one inspection of &
taxpayer's books of account shafl be ma“e for
each taxable year uniess the taxpayer requests
otherwise or uniess the Secretary or his/her
delegate, after investigation, notifies the tax-
payer in wrtting that an additional inspecton IS
necessary.”
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Conduct and Supervision of Audit
Actlvity

4031 (s-10-40;
flutes in Fumnishing Advice and
Counsel to Taxpayers

(1) Erronequs oral adwvice given 10 a taxpayer
does not constitute a basis for nonretroactve
appucation of a correc! getermination that rs

subsequently made. Consequently, eftort
should be made to ensure thal oral 80viCe given
10 taxpayers correctly refiects the positon of
the Service. )

(2} Al empioyees who render advice and as-
srstance 1o taxpayers will observe the following
fundamental rutes.which are inherent to the
proper discharge of this responsibility:

(a) Make every effort to be certain that
there 1s a clear and mutual understanding of the
facts :nvolved in the transaction under discus-
$12n, and the apphicable principles of law have
been definitely identified and explained with the
objective of achieving an understanding by the
taxpayer.

{b) Do not attempt 10 provide advice in
iechnical matters until (a) above has been com-
phed with. if there is no clear showing of facts,
clanty and pinpoint the areas of doubt and re-
Quest additional information, if necessary. H un-
oertain of the law, follow through and ascer@in
the correct answer before replying fully to the
request.

(3) In fumnishing advice o taxpayers on the
ngofclumsfotrvmm:nm«ns—
tons on the appeal rights of tapayers, the
employee should expiain the Service's position
and recite, (0 the degree appropriate, the law
and regulations regarding the filing of a timety
claim or an individual's appeal rights. In reciting
the applicable law and reguiations no attempt
shouid be made to dissuade the taxpayer from

& claim. This will avoid subsequent .

asserhons that, if the Service had not “refused -
to accept’” the ciaim, the taxpayer's interest
would have been protected and other similar
assertions.

(4) Supervisory officials must ensure that aft
personnel who are called upon to render advice
10 taxpayers understand the foregoing and that
they are equipped to carry out thew responsibif-
ties effectively.

4031.1 (s-1-06)
Prohidbition on Use of
Pseudonyms
Dseudonvme w10t be used by Examination
s—2icvees Tre o 3!oseLdonyms by Service
¢ = mmeminan Ofis 17 QUa *vF 3

Manual provisions for those two functions wli
dentty the specrfic cwrcumstances under which
pseudonyms may Of may not be used.

4032 (6-e-79)
Conduct of investigating Agents

(1) Alieged improper conduct or lack of pro-
pnety on the pan of investigaung agents has

.been usad as a pan of the detense strategy ina

number of crHminal tax evasion cases. in such
cases he nature of the allegations makes
apparent thal an effort is being made by de-
fense counset to divert attenton from the pnnci-
pal 1ssues involved.

(2) in order that no situation may anse or
course of conduct be followed which may tur-
resh a factual basis for such defense strategy.
each agent must exercise partcular caze in ev-
ery investigation. Examples of situations or
conduct 10 be avoided sre: situations which
may resuit in the investigating agent becommg
obligated in any way to the person under inves-
ugation; statements or questions which may be
construed as offers of immunity or attempts to
settie the civil kabilities in pending criminal cas-
es. exprassions of personal views as to the
merits of the case: advising and counseling the
person under investigation of possible defen-
ses 10 a prosecution for the alleged crime;
statements, remarks or the commission of acts
that are subject to misinterpretation to the dis-
advantage of the Government; irregular ar-

for the examination of a taxpeyer's
books and records; and leading the person un-
der investigation o believe that prosecution is
not contemplated.

(3) Claims of misconduct and ireguiarnities
on the pant of investigating agents may, of
course, be made in any case. To make centain
that any claim ot misconduct is without foundas
ton in fact, the investigaling agent should exer-
cise care and good judgment in all of hs/her

with the person under investigaton or
with his/her representatives.

4033 (6479
Use of Revenue Agents’
Credentials and Form 2246 in
Contacting Taxpayers

(1) At the bme initial contact is made. the
ntemnal revenue agent will in every nstance
properly denuty mimseti/herself by producing
thws/her pocket commussion for the taxpayer's
nspecton.

(2) Form 2246 (Field Contact Card) 1s 1o be
used by internal revenue agents. special

4033
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agents, and revenue officers as a means of
puttng taxpayers or thed partes on nobce asto
the proper officer 10 contact regarding an offi-
cial nternal revenue matter. The data xjentity-
ing the officer by name, titie, office location, and
phone number must be addressographed,
stamped or typed on the card in the loca! office.

{3) Form 2246 1s a dua'-purpose card Inits
entirety. t can be foided sealed. and left at the
business establishmen's or residences of the
taxpayers or other persons who are notin when
called upon if contact wrth a person regarding
an officral internal revenue matter requrres the
person to contact the officer at a later tme, the
“Important Notce" portion of the form may be
detached and destroyed and the nght porton
left with the taxpayer or third party so that future
contact may be made with the proper officer.

(4) Form 2246 must be used n strict accord-
ance with the following rules:

(a) Must not be used by any person who
aoes not have a8 pocke' COmMmMiISsSion

(b} Must not, unde- ary circumstances. be
used as official Intemal Revenue Service cre-
dentials or dentification, in lieu of 8 pocket
commussion.

{¢) Must be used only in connection with
official Intemnal Revenue Service business and
never as a means of personal identification of
for other purposes.

(d) Every precauton must be taken to pre-
vent use by unauthorized persons.

(8) Unused cards must be returmed 1o the
hnider's immediate superscr at the time of
separation from the Service or upon transfer 10
other duties not invoiving the use of such cards.
Such supervisors wii immediately destroy the
unused cards.

4034 (11-3-00)
Package Audits

4034.1 7-ee-07,
General’
(1) Selection and examination of returms walt

be conducted separately for iIncome, estate, gt

and excise taxes.

(2) Ouring a field or office intervisw examina-
tion of any tax return, the examinéer will ascer-
tain whether the taxpayer s fieng or has filed alt
other Federal tax returns he/she apparently s
requwred 10 fite. This responsibility atso exterfs
10 vanous reguiatory and ocoupational taxes
under Exarmunaton’s jnsdicton.*in an office
nterview exammaton. this ascertainment can
usually be accomplishec 2y merely quest:ong

4033 N Llll-l30
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the taxpayer concerning others apparent tax
Liahiities.

(3) It an examiner inds that a required retum
has not been hled. he/she will endeavor o
obtan a detmquent retumn (except as provided
N IRM 4562.31 when fraugt or wiliful failure 10 file
15 indicated) H the examiner secures a defin-
quentretum. he/she will generally examine the
laxpayer s records in rejard 10 the tax deir-:
quency ualess X

(a) 1 rs mRgHachcable for um/her to do so
(bd%ed on necessary time, research. etc
required);

(b) under package audit procedures he/
she s not requwed to do sd; of

(c) the delnquent retum comes within the
parischchon ot the Assistant Commugsioner (in-
ternational), Office of Comptiance, OP:I.C.E.

(4) I, 1or erther reason “'(a)" or “(b)” above,
the examiner does not examine & delinquent
return secured by him/her but believes such
return warrants examination, he/she will se-
curely slaple a compieied Form 5346 (Exam:-
naton Information Report) to the back of the
return, extending at least one inch gbove the
top The Forrn 5346 will request that the delin-
quent retum be sent to Examination for classihi-
cabon after processing in the service center.
The reasons why the retumn should be exam-
ined should be clearly indicated by the examin-
or and Form 5346 should be approved by the
group Manager before forwarding to the semce
center. Also, i the examiner deterrmunes that
another retumn filed or 10 be filed by the same or
ancther taxpayer should be examined, he/she
mwt it on Form 5046.

(5) 1f a delinquant return secured comes
within the jurisdicbon of Assistant Commussion-
er (International), Office of Compliance,

_OP:I:C:E, the examiner will not exame such

_retumn,_but will immediately forward it o the
Phitadeiphia Sernce Center. !f there are any
circumstances presant which the examunal 08-
lieves shouid be brought 10 the attenuon of
Assistant Commussioner {International) (¢ g .
recommendatons for o aganst the applicauon
of the delinquency penalty), a memorandum
cvering these arcumstances will be prepared
and attached to the retum

(6) The exammer will make appropnate com-
ments in Form 4318 (Examination Workpapers)
or Form 4700 (Examination Planning and Work-
paper) d he/she

(a) ascertains guring an exam:natcn of
‘' any tax 7/€tu’n that tre taxpaye’ s gz e

1.tme i gm@ apr2tEct g rEILYeT T Ant
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(b) determines after Inspecting ratained
copres of the tax returns thal a concurrent em-
ployment Lax examinaton s not warranted. and

(7) The examiner should identity the specific
returns being referred 10 in the Form 4318 or
4700 comments.

(8) If a package audi results in an adjust-
ment to any of the taxpayer’s lax habiiles the
applicable ongina' retu’ns will be requis & onad
for assignment ang association with the cas<e
e :

(9) If the group manager concludes that an
axaminer's ime spent ascenaining whether the
taxpayer is hling or has filed all other Federal tax
returns he/she apparently i1s required 10 file will
not be productive, the activihes and comments
will notbe required. However, the group manag-
er's involvempnt must be documented in the
case file.

4034.2 (2-25-27,
Employment and Other
Withholding Taxes

(1) Dunng a fietd or office examiratior of an
income lax return of a business taxpaye: the
examiner will inspect retained copres of each
withholding tax return filed up to and mcluding
the last quarter for which a withholding tax re-
turn was due. Withholding taxes include em-
ployment taxes such as FICA, RRTA, FWT, and
FUTA as well as back-up withholding, withhold-
ing on income paid to foreign persons, and
withholding on gambiing winnings. Withhoiding
aiso includes the tax imposed on a buyer or
other transferee (withhoiding agent) when a
U.S. real property interest is acquired from a
foreign person (IRC section 1445 and para-
graph 231.{11) of IRM 4233, Tax Audit Guide-
lines, Partnerships, Estates and Trusts, and
Corporations.) After inspection, the examiner
rants a withholiding tax examination of the tax-
payer's books and records. |f warranted, the
withholding lax examinaton will be made con-
currently and cover the same period as the
income tax return, per Poticy Statement Px4—4.
Withholding tax examinations for periodt sub-
sequent to the ncome tax examinaton should
be discussed with and approved by the group
manager, before they are inibated.

(2) In an office interview examinaton of a
NON-business INCOMe tax return, whese employ-
ment taxes were identified under IRM 4138.3.5,
the examiner will follow the provisions outlined
in (1) above. The examiner should also be alert
to any situaton which may invotve a househotd
empioyee and determine whether the taxpayes
has filed Form 942.

(3) Generaily, a withhoiding tax examination
1$ warranted concurrently with the income lax
examinatior «f

(a; 2v2 ar e formaten ngitates fnatthe

1= 't mve ad DS T lONel
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(b) gelinquentretums are secured (bu: see
excepbons n IRM 4034 1- (3)); and

(C) the potental additronal kability or the
resulting improvement in voluntary compt.ance
will justty the expenditure of ume required tc
make necessary verficaton and adjustment
~ (4) The scope of a withholding tax exarmuna-
tion witl vary and be dependent upon the ade-
quacy of taxpayer records and the nature of the
business Normally the examiner is excez‘es
10 conduct the examinationto apoint whe ¢ ~¢
she s reascnably certain of the taxgave: < ha
bility and to proceed turther with the erz= =z
tion would result in N0 Matenal change 1 aa
habitity.

(5) Incomplex employment tax examina.
thons, the examiner may request the assistance
of an employment tax specuahist or recommand
that the empioyment tax exarmnauon be trans-
ferred to the specialist. Such assistance or
vansfer requires pnor approval of the group
managers of the examner and specialst.

(6) In cases invoiving withhokfing on forewgn
persons.the examiners may request the ass:st-
ance of an Iinternational €xaminer

(7} The examiner will make appropriate com-
ments on Form 4318 or 4700 (Exam:~a*.cr
Workpapers)

(a) That the taxpayer s filing afl withhold-
ng tax returns required to be filed; and

(b) afterinspecting such returns has deter-
mned that a withholding Lax examination 1s not
warranted.

{8) It a package audit results in an adjust-
ment to laxpayer's withholding tax habirty, the
applicable onginal retums will be requisitoned
for assignment and associaton wth the case

fie.

{9) IRM 4650 provides instructions for prepa-
ration of examination reports covering with-
holding tax axaminatons.

(10) Hf a payer wilitully fails 10 collect or pay
over withholdmg taxes, the examiner wall con-
sider asserting the penalty provisions under
IRC 6672. (See IRM 4864.) ‘

40343 (3-1-09)

_Questionsbie Forms W—4 Program

(1) 1AC 3401 and 3402 provides. generafly
that every employer shall deduct and withholc
Federa! Income taxes from wages paxd 10 the:
employees. and each empioyee shall turmesh tc
the employer, on or before the aate of com
mencement of empioyment with the employer
¢ sgned Employee’'s Withholding Afiowanc:
Certificate (Form W-~4) mdicating mamal staty
and the withholding aliowances claimed. whic
shalt not exceed the number 1o which he/she
entitied.

{2) Starting with the second quarte’ cf 198
employers must submit to the Semice copies
any W—4's filed by employees wihin therr er
olo. at the end of the reporting penoad claimr

e a0 4034
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(¢) withholding alowance in excess of 14
for W—4's fled on or after Feb. 25, 1962, or

() exemption from withholding if the wag-
es f;om that employer shall usually exceed
$200 per week.

(3) in addition, an empioyer when notified by
the Semnce, 1s required to withhold income tax
In accordance with instrucbons in the Service s
fettar (Letter 1659, Letter o Employer telling
hm/her to disregard empioyees Form W—4 or
Letter 1660, Letter to Empioyer 10 disregard an
axempt Form W—4) until further notice.

(4) The district office’s primary responsibility
in the W-4 Program ig (0 ensure thal empioyers
are complying with the Regulations. Conse-
quently, package audit requerements are to in-
clude certain checks outtined in IRM £299.7 for
every income lax examination of a business
retumn. When these checks are not performed,
the examiner wil indkcate the reasons why not
on Form 4318 or 4700 (Examination
Workpapers).

4034.4 (12299
information Retwmns

(%) {RC Sectior:u 6041 through 6053 provide
reporting requitsents of certain information
concerning transa:t .8 with other persons
and information regarding the cash recept of
more than $10,000 in cne transaction (or 2 or
more related transactions) Guring the course of
ty. the reguiations require the reporing on items
such as payments made in the course of a trade
or business to another person, payments of
dividends, payments of interest, payments of
wages, etc. These information returns (e.g.,
Form W-2 Form 8300, Report of Cash Pay-
ments over $10,000 received in a Trade or Busi-
ness and vasious forms in the 1099 series) are
the primasy input documents 1or our computer-
ized matching programs to detact potential un-
reported income and/or potential nonfilers.
Therefore, it is most important that taxpeyers
(payors) timely file these retuans as required.

(2) Policy Statement P~4—4 and these
“Package Audit" provisions speit out the distnct
office responsibilities 10 ensure the dbmely and
correct filing of information retums.

(3) Form 8281, information Return tor Public-
ly Otfered Original Issue Discount instruments,
1$ required 1o be hled by apolicable issuers on

ar annua. cas = Satontometay dyrpne s OO0

4034.3
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s deductible by the 1ssuer and repontable as
ncome by the purchaser. Examners shoulkd be
slert regarding compliance in this area end con-
sidar the assertion of the non-fling penalty pro-
vided by IRC section 6706 when waranted.
(4} The Payer Master File (PMF) was deve'-
oped loiIncrease compliance in the filing of the
1099 wlormauon retur~ senes The PMF g 3
master file ksting of enuues, businass and ING.-
widual, filng Form 1099 As of January 1, 1985
the PMF indicator "'1099 tier” will appear on
Form 5546, Examinaton Return Charge Out. d
the taxpayer is fisted on the PMF. Startng No-
vember 1985, this PMF indicator will be suppie-
mented by a PMF transcript contained in each
case file. If il is determined that the taxpayer
filed delinquent returls. and there is & need o
ascenain penatties previously asserted, the ex-
aminer may request a SMF or IMF transcnpt as
appropnate using M*T 13 or 55 respectively
{5) Ounng an income lax examinavon of a

business taxpayer or an office interview where
informaton returns are an identified item, the
examinet will 1nspect retained copes of the
nformation retumns required to be filed. Atter
inspection, the examiner will decide whether afl
available information raquires a further and
more detailed examination of the taxpayer's
books and records gs they relate to informaton
retumns. if such detailed examination is warrant-
od, the examinaion will be completed as a part
of the income tax examination and be made
concurrently. f information retums are exam-
ined for periods other than the income tax ex-
tion will be extended Lo cover the same periods °
as the information retums examination.

. (6) Generaily, a detailed examination (in-

‘cluding any penalty consideration) is warranted
it

{a) available information indicates that n-
formation retums were not filed;

(b) availeble information indicates that the
income amounts were materially incotrect as
reported; or,

{c) the resulting improvement in voluntary
compliance (payor or payes) will justify the ex-
penditure of time required to make the neces-
sasy venficabons and/ or 10 secu’e copies of the
incorrect or delinquent information retums.

(7) The adequacy of taxpayer'srecordsare a
cnticat factor in determining the scope < the
examinaten No’mally the examireris esderc’.
eC 10 CONLINUS 1RE 2XAMAAL ST 12 & 22 ~T a7 8

PR “y o tmae
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Exhibit 300-3

(4-1,

Form 2039-A

Form 2039-A

~= SUMMOoNS

in the matter of the lax iability of

inlemal Revenue District of

Department of the Treasury
Internal Revenue Service

A.B.C. Maufacturing Co., Inc.
114 Easy Street
U.S.A.

U.S.A. Periods 1976, 1977 and 1978

P CoE g e,

To

At |

mmcwi_r_\gco Inc.

_114 gsy_su'eet. U.S.A.

YOu a8 hersdy SumOned end requred 10 80084 Detre Ralph M. River

 oficer ol Bhe Intemal Revenue Serncs. n”lummnnmmanmdnmmdnumw
or

D3ve 1 the 0NOAS SNOWN #nd 10 Brng W you ]

mmmmmua

All records for 1976, 1977 and 1978, of ABC Marufacturing Co., Inc., incliding
the following:

(1) Retained copies of all financial statements for the years indicated
(2) All books and records related to your Federal Income Tax Returns

for 1976, 1977 and 1978
(3) All camrelled checks and bank statements far 1976, 1977 and 1978

(4) ALl correspondence with your customers for 1976, 1977 and 1978

ddress and leleph ber of intemal Revenue Service ofMcer named above:

Ra. 300, Federal Building, 900 Chspter Street, U.S.A. (202)355-1000

Piace and Ume for appearance:
at _Ro. 300, F;d_s‘ll Building, 900 Chapter Street, U.S.A.

1979 g _10:00 gepex A

on the. 2 day of Yay
lssued under suthority of the intermsl Revenve Code ths 11 aay of May 1979
(signed) Ralph M. River Internal Revenue Agent
Sigrv 19 of asuing Oicer e
(sml Ben Q. Lake Grap Msnager
of % Oficer o apeth T

Part A — To be given to person summoned Form 2039-A (Rev. 11.7

MT 4235-5 IR Man
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Exhibit 300-3 Cont.

P08 4225-34
4-11-80)

Form 2039

Certificate of Service of
Summons and Notice e

(Porsennt  soction 7952 hiornel Reveme Codel

| certity that | sersed the summons shown

on the iront of this form on:
Oal ) Time
*® " Lith daw of May 1979 | 11:24 AN,
How B [ handed an atiesled copy of the surmmons 10
the person (o whom it was ditected.
114 Easgy Street
Summons
U.S.A
was = 1left an attested copy of the summons
at the last and usual place of abode of
the person to whom i was directed.
Senled 1 ief the copy with the fotiowng
person (if any).
Signature - Tritle
(Signed) Ralph M. River | Internal Reverue Agent

Theg Conificaie & ME0S 10 80w COMOKINCS wHh seci.on 7609,
ntermal Reverue Code T certiicata apohes onfy 13 Cummonees
served on #wd-carty and not 0 served
On ofer Bwid DIrted Or 8y OfRCer or emOlOYe of e OITION 10
Wh0Se LaDibly (NG SURYNONS S I6¢ NOY 1O SMIMONESS N 8 of col-

1convy Mat. wyihin 3 days of serving e Summona. | gave Aotice
Form 2039-0) 10 1he 0erson named Detow on the date and » the
mereer

Date of Giving Noti

ecton 10 Geterrng g dentrty of § CHBON REVINY § ASTONE ICCOW
OF SEMiar STENQEmeNt Of 10 OSNrmING whether or ACt recoras of e
Dudness Taresstions or afies Of an rIentled SIrIoN NEVe Been Made
o ket

Time:

Name of Notk

Address of Notic e (i maileq):

How 3 | gave notice Dy certified or registered
Notce mail to the 1ast known address of the
Was Given noticee.

S nthe of alastk o

of the noticee. ! leR the nolice with the
©erson sUMMOnad.

C ! gave notice by handing it lo the notcee
< 1ieR the notice at The Last and usual place of

abode of the noticee. | [aR the Copy with the
toliowing person if any).

= Nonolice is required.

Signalure

Title

IR Manual MT 4235-5

Form 2039 (Rev. 11-7¢)
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Exhibit 300-4 “-n-20
General Instructions for preparation of Summons ¢

1. The name and address, including street
number, city and State of the taxpayer whose
tax liability is being investigated or cotlected,
shall be inserted in the space provided. if re-
tums are under investigation and bear ditferent
addresses, or if the taxpayer during the periods
resided at several addresses, and his/her pres-
ent address is still another place, show all of the
addresses known.

2. The Intemal Revenue District in which the
retums were filed, or shouid have been fited, or
the distict whera the assessment for collection
is outstanding, will be inserted by showiny) the
city designation or sub-division thereot in the
space provided. For example, “Intemal Reve-
nue District of Los Angeles.” If returns under
investigation wera filed in vanous distnts, the
name of-each one shall be shown.

3. in the.space provided for “Pericris™ shall
be inserted the calendar years, fiscal years,
quarterty or monthly periods involved in the
examination or investigation.

4. Foliowing the word *To" shall be inserted
the correct name of the person summoned of
the name by which he is customarily known, it
being immaterial whether that is his/her true
and legal name. If itis desired to cdtain testimo-
ny of records from a person in his/her capacity
as trustee, receiver, custodiarn, corporate of
public official, his/her title o- official status
should be added to his/her narne.

5. Following the word “At” shall be inserted
the correct address of the parson summoned
which may be either the stre-at and number of 8
place of business, the place of residence, or the
location of the place where the person is found.

6. Insert in the blank space provided foliow-
ing “to appeas before" tha name of the officer
who is to take the testimony and/or examine
the books and records. 1 some instances, the
name will be the same as that of the officer
authorized 10 1ssue the summons. it the officer
authorized to issue a sunmons desires the per-
son summoned to appaar before another em-
ployee, the name of that employes will be
inserted.

7. When the summans requices the produc-
tion of books and records, papers, of other
data, it is important that they be property desig-
nated and descnbed w.th reasonabile certainty,
that is, that they be specified with sufficient
precision fof thei nder tification. If the witness

1S not required to produce books and records
papers or other data, the phrase “aixt to brirx
with you and produce for examination the fol
lowing books, records and papers and othe
data” shail be stricken.

8. Insert on the line provided, the busines
address and telephone number of the Interne
Revenue Service employee named in the bod
of the summons.

9. Space to insert the piace and time for thy
withess’ appearance is provided in the surm.
mons. Following the word “At" under “Plac
and time for appearance” should be inserte
the complete address including the room nuse
ber of the buikding at which the person is re
quired to appear. The place of appearance shs
be one reasonabie under the circumstances ¢
the case.

10. Following the place of appearanc
should be inserted the date and time the wi
ness is 0 appear. IRC 7605 provides that th
data and time fixed for appearance shail t
such as are reasonabie under the circust
stancas and shail not be iess than 10 calend
da summons. kn comeu
ing the ten-day period, the date of servic
shouldbe o ¢date of

Pt

following service of the summons. in short, #

- S
pliance with this int
preparation and issuance of 8 summons in ¢
der to enabie the enforcement of cbedience
its requirements when the person refuses
comply. “Oats of summons” is the date «
which it is legally served. The dats set for a
pearance of the person summoned shall be «
a workday and not on Sunday or legal holids

11. if a witness indicates & willingness
comply with the requirements of the summa
by the delivery of books or records {or immex
ate examination or on a date earkier than th
required by statute, the time for his/her appex
ance shouid, nevertheless, be insertod in cor
the officer, it agreeable to the person stz
moned, from making an easrkier or immadie
examination of the records or the earfier Lakd
of testimony.

MT 4235-5 R Mes
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411
Exhibjt 30Q0md:eyts ti-eo
General Instructions for preparation of Summons 0

12. Insed in the space provided the date the
summoZs is signed by the issuing officer. This
date i's not 1o be considered as the “date of the
summons' in setting the date for appuarance
pursuant to IRC 7605. (See item 10 above).

13. The authorized issuing officer will manu-
ally sign the summons in the space labeled
“*Signature of Issuing Officer” and insert his/
her official title in the space labeied “Title".

14, Insert the signature and title of the ap-
proving officer (Group or Case Mandger). i

15. Insertin the space provided the date and

the time of day on which the summons was
served.
18. Show thd manner in which the summons

was served by checking one of the squares:

provided.

17. Insert the address of the piace or the-
location where the attested copy of the sum-
mons was delivered to the person summoned.

18. i the summons is served by leaving an
attested copy with a person at the last and usual
place of abode of the party sunmonsd, the
name and address of the porson to whom Rk i
handed will be entered in the space following
the word “directed.” if the summons is merely
{eft at the witness’ last and usuat place of
abode, only the address will be stated, and the

MT 4235-5

phrase “with the following person” shall be
stricken from the printed sentence above the
space for entering the name of the person.

19. The officer serving the summons will sign
the certificate of service in the space provided
for “Signature and enter his/her official titte in
the space designated 'Title."

20. When a summons is served on a thirg-
party recordkeeper, the certificate of notice
shall be completed, showing date, time of no-
tice, and name and address of noticee. If notice
is not required, the appropriate square shall be
checked. ’

21. The officer giving the notice will sign the
certificale of notice in the space provided for
“signature” and enter his/her official title in the
space designated 'Title'.

22. H the notices {party named in the body of
the summone) is eatitied to notice of the issu-
ance, the second attested copy will be provided
o the noticee by the officer sarving the sum-
mons along with the notice explaining the rights
to stay compllance and intervene, which is
Page 5 of the snapset

23. if the summons is Not served on a third-
party recordkeeper or notice is not required, the
second attested copy and the notice should be
discarded.

T
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Techniques Handbook for In-Depth Examinations page 423537
Exhibit 300-5 (e-t1-90) -
Statement

This is to state that I executed an Internsl Reverue S.rmons (Form
2039) and served it on Mr. Johy P. Oak, President of ABC Merufacturing Co., °
Inc., 114 Easy Street, U.S.A., on May 11, 1979, at 11:14 a.m. I handed
the Attested Copy of the Summons (Form 2039) to Mr. Jotn P. Oak in accord
vith Section 7603, Internal Reverme Code. That Swmons required
Mr. Join P. Oakioappearbe.fcrenearﬂtopmdmecertaineomonm
records on May 22, 1979, at 10:00 a.m., at the office of the Examination
Division, Roam 300, Federal Building, 900 Chapter Street, U.S.A.

Mr. Jotn P. Oak failed t:oec.nplywichctmc Sumnons.  He did not appear
at dr-sscheduled timmlace. and has since failed to appear or produce
the corporate records designated in the Summns.

*

(Signed) Ralph M. River
Ralph M. River
Internal Revenue Agent

MT 4235-5 IR Marus

P
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4
Exhibit 300-6 (-1-s0)
Examples of Income Computation o
(1) Net Worth and Expenditures Method "“‘E
(Cost of Habit)}—The taxpayer was arrested for Excees Remired DedLcsons
possaession of narcotics on June 3, 1978. At the Taxadielcome ..........

time of his/her arrest he had in his/hec posses-
sion $2,300 in cash which is now in the posses-
sion of BNDO. From local narcotics authorities
it was learned that the taxpayer spends about
$100 per day on his/her habit The taxabie in-
come is computed as follows:

Cost of Habit ($100/dey X 155days) .............. $15,500
mmm:/mx 155days)............. - 2018
Cash on hand when arested 2
Adiusted Gross income $10818
Leax: .

.............. 150
Taxabie InCOMS® .............. $19.068

(2) Net Worth and Expenditures (Cost of
Drugs Seized)—Mr. John Jones was arrested
on August 4, 1978, by a State police officer and
was charged with violation of Narcotics laws.
The arresting officer discovered 10 pounds of
pure heroin as well as $12,000 in cash at his
residence. The local Narcotics authoritios stat-
od that the cost of pure heroin was approx-
mately $100,000 per pound. There had been a
prior indictment against the taxpayer for the
importation of heroin. His income is computed

'um 750
Excese temized Deductions . .......... 0 7%0
TaxaIg INCOMP . ...oooooiinniniininnninnnennes $1.014.071

(3) Source and Application of Funds—Tax-
payer was arrested for possession of narcotics
on July 27, 1978. At the time of arrest the tax-
payer had on his/her person $4,947 and a small
amount of drugs. Taxpayer stated to the arrest-
ing officer that a truck seized was purchased for
cash on May 19, 1972, for $1,986. income is
computed as follows:

(4) Sales of Heroin—it was determined by
0.E.A. that Mr. Smith bought and sold three to
four kilos of heroin per month. D.E.A. also stat-
ed that Mr. Smith, during the current year, had
purchased 10 kilos of heroin ® $45,000 per kilo
and sold 10 kilos @ $60,000 per kilo. His income
is computed as follows:

Gross Seles (10k4og @ $80.000) . ................. $800.000
Purchese (10K808 @ 45000} ..................... 450.000
PrOBE.....ocovrnnaeeiiirenearncanncnnecatarienss $150,000
Lesx
.......................... 750

Excess Remized Oeductors........... [\ 750
TOMIOITIOME ... vmvneernniriiranonaiiinas $149.250

(5) Sale Price—

(a) Surveillance by undercover agents of
the D.E.A revealed that Joe Winter and Jack
Spring are partners dealing in drugs. Pure LSO
in crystal form is purchased and “cut” 1o a
reduced purity for subsequent sale. Undercov-
er agents, on two occasions, purchased LSD in
a “cut” form. The purchases were for $3,500
and $1,500 In official Govemment tunds, at the
rate of $1,500 for ona “cut” gram of LSD.

{b) The taxpayers were arrested on May
11, 1978. Winter was arrested inside of 8 camp-
er bus and Spring was arrested nearby.

(c) A search by the undercover agents re-
vealed $2,000 in Winter's possession and
$4.030 in Spring’s possession.

(d) A search of the vehicie reveaied a re-
ceipt for a telegraphic money order in the
amount of $5,200 1o a California resident with a
drug history and one *'cut” gram of LSD. Subse-
quent investigation revealed a second receipt
in the amount of $4,500.

() Undercover agents of the D.EA. have
estimated the cost to the taxpayers for one pure
gram of LSD at $900. Also, based on a chemical
analysis by D.EA., It was determined that a
pure gram was being cut to realize 3.163 grams
of LSD in a sefing form.

(N The seiling price was $1,500 per “"cut”
gram.

(g) Narcotics agents believe the money or-
der of Apeit 5, 1978, for $4,500 was for the
purchase of § "pure’ grams of LSD. Five
“pure” grams yieid 15.815 grams in “cut” form.

ar
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4000 General

page 4000-18.3
{5-24-88)

4022.16 (11-30-¢¢)
General Procedures for Notice,
Petition to Quash the Summons,
and Compliance/Enforcement

(1) Period in which Service is required 10 give
notice:
(a) in instances where a summons is
ed on any person who is a third-party rec-
dkeeper requiring the production of records
which relate 1o the taxpayer, notice shall be
tven 10 the laxpayer within 3 days of the date
‘on which service is made but not less than 23
days before the day fixed in the summons as the
day upon which the records are to be examined.

(b) No iess than 23 days will be allowed

from the date of service of the summons to the
time for compfiance to ensure sufficient time for
the notice of issuance of the summons and the
filing of a petiion to quash.

(2) Rightto File Petition to Quash Summons:

(a) A noticee who wishes {0 prevent com-

pliance with the summons by the recordkeeper
must begin a civil action in a U.S. District Court
to quash the summons not later than the 20th
day after the day notice of the summons is

given.

(b) it the noticee initiates a proceeding to
quash the summons, the noticee is required to
mail (by registered or certified mail) a copy of &
petition to quash the summons to the record-

keeper and a copy o the examiner who issued

the summons. This must be done within the
above 20-day period.

() in lnstances where a summons is
served on a third-party recordkeeper for rec-
ords relating to a person cther than the t xpay-
er, notice will be given to such person. He/she
has the right to file a petition to quash the

(d) No examination of the summoned rec-
ords is allowed before the ciose of the 23rd day
after notice ls given, or if a proceeding to quash
is begun, untll the court 80 orders, or the noticee
who has instituted the proceeding consents.
Pattemn Letter 1728(P) may be used to docu-
ment the noticee’s consent.

(3) Comptiance/Enforcement of Summons
(a) Examiners who receive a petition to
quash will notity their District Counsel by tele-
phone on the same day. Within six work days,
the District will forward to District Counsel a
memorandum report which will include the
' f

1 The name, full address, and taxpayer .

identification number of the taxpayer under
examination.

2 A summary of the facts in the case,
inciuding whether it involves or is refated to the
Special Enforcement Program;

3 An explanation of the relevancy of the
records, ¢.9., if records pertaining to perods

other than those under investigation are
sought, the relevancy shouid be explained.
Alsothereiavanwoirecocdsp«tnm\gtom
parties must be explained;

4 An explanation of why the summoned
information is necessary to the success or com-
pletion of the examination;

5 All information which would suppont or
refute the validity of each assertion in the pet-

ton to quash;

8 A recommendation for or against de-
fense of the petition to quash the summons;
and ’

1qfdvlu\dm

dress, ledving them with the person
summoned.

(®) ¥ the Service has been advised under
IRC 6903 of the existence of a fiduciary relation-
ship, it Is sufficient if the notice of the service of
the summons is mailed 10 the iast known ad-
dress of the fiduciary of the person entitled to
notice, even i such a person of.fiduciary is now
disabliity, or no longer

r of attormey o€
unde¢




44

page 4000-18.4
(5-24-88)

4000 Genera!

(c) certification of serving the summons as
well as the certification of giving notice will be
compieted on the reverse side of the original
copy of the summons.

(d) i asummons enforcement is instituted,

i process.
informed by certified or registered mai. Such
notification will be the responsiility of the De-
partment of Justice.

(5) Waiver of Right to Notice, Petition to
Quash the Summons:

(a) a person who is entitied to notice, and
to petition to quash the summons may waive
such rights by executing a general waiver form.

(b) payments for mileage, witness fees
and expenses may be made 10 the third-party
recordkeeper in accordance with IRM 4022.5 if
a summons is issued.

(a) to the extent practicable, summonses
pertaining to the same person shail be served
and be submitted for enforcament action at or

near the same time. Likewise, courtrequestsby _

the Service for exemption from the requirement
of notice relative to the same person shall be
made at the same time, if possible.

4022.17 (11-30-84)
Duty and Rights of Third-Party
Recordkeeper

(1) The third-party recordkeeper has the right
{0 intervene in the proceeding to quash the
summons and is bound by any decision in the
proceeding, even if he/she dces not intervene.

(2) The law provides the third-party record-

ceed

such portion &s the examiner indicates) and be
prepared to produce the records on the day on
which the recortds are to be examined. Ttis
responsibility exists whether or not a noticee
files a petition 10 quash & summons.

(3) Upon satisfactory compilance, the third-
party recordkeeper may request reimburse-
maent for certain costs necessary to comply with
the summons. Form 6883 (Invoice and Authori-
zation for Payment of Administrative Expenses)
may be used for this purpose. H the petition is
filed, satisfactory compfiance by the third-party
recordkeeper may include only his/her certifi-
cation of compliance with the summons (includ-
mammdmmw

(4) Any third-party recordkeeper who makes
a disciosure of records in good faith reiiance on,
4022.1¢

MT 4000-234

a certificate that the period for beginning to
quash a summons has expired and that no such
proceeding began within such period or that the
mmnmmz‘wu

any customer or other person for such
disclosre. B

(1) The following p m m tum-
moned under the authe
(8) person Rable formui"a(,mibd tn

,.:--
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Page 4000-10.13
(7-28-87)

(8) A third party invoice resulting from com-
pliance with a summons and which amount is
$25 or less may be paid in cash directly by the
issuing empioyee. This $25 threshoid does not
include amounts which are claimed separately
as witness fees and mileage.

(9) [f the summoned third party submits a bill
combining search, reproduction and transpor-
tation charges with the witness fee, and the
total exceeds $25, the direct payment proce-
dures do not apply.

(10) In valid direct payment cases, the em-
pioyee may claim reimbursement on his/her
travel voucher (with the third party invoics at-
tached) under “Miscellaneous Expenses.’” or
may submit the receipted bill to the Small Pur-
chases Impress Fund Cashier for cash reim-
bursement. Under either procedure, the ex-
pense shali be charged to Administrative Sum-
mons Expense. Amounts for Administrative
Summons expenses clamed on an employee's
travel voucher under Miscellaneous Expenses
are not to be charged to Other Reimbursable
Travet Expenses.

(11) Bills for more than $25, or $25 or lesser
amounts when direct payment procedures will
not be usad, must be certified and forwarded to
the appropriate Fiscal Management office for
payment

(a) The employee recetving the bill for pay-
ment shouid, to the extent that it is practicable
for that empioyee 10 do 30, ensure that the bi!
does itemize the specific details of search, re-
production and transportation costs as appiica-
ble and that charges have been computed at
rates which appear 10 be appropriate and which
are not higher than the allowable rates. For
allowable rates see Form 2039-8, Notice 1o
Third Party Recipient of IRS Summons (this is
Part B of the five-part snapset assembly of
Form 2039, Summons). The recetving empioy-
oe will naxt take necessary action to forward
the bill through line managers 1o the official who. .
initlally approved the obligation, or the official
with obligation authority appropriate to the
amount of the bifl.

(b) The obligating official, in most in-
stances, will be a group manager who will re-
ceive the bill, evaluate the charges in terms of
accuracy and reasonableness, and certify the
bill for payment processing by signing the fol-
lowing statement: *'Payment s approved and is
within my delegated obligational authority."
The approving official will record. along with
certification, title and organizabonal identifica-
tion. This constitutes that official's venfication

that the summons has been satistactorily com-

phied with and that the claim against the Service
for reimbursement is valid.

(¢) The certified bill wili then be forwarded

appropriate channeis to the regional

Fiscal Management Branch for payment

processing.

(12) A special procedure applies when the
summonses are intersegional or inter-district.
(a) In cases where one district requests a
summons (0 be served by empioyees of anoth-
or district, the official of the initiating or request-
ing district with authority to obligate at the est-
mated payment level of the coilateral sum-
mons, will obligate funds for the payment of that
summons. The requesting district will forward to
the serving district a completed Form 2039,
Summons, with all information provided except
ummwmmmpmmw

mons should indicate the level of obigation
rity the official has.

(b) i the official of the recelving district
determines prior to third party compéance with
the summons that the anticipated costs will
excoed the amount for which the
approving has authority, he/she will ad-
vise the requesting district of the need for the
approval of an official with higher obligational

(c) When the official of the district serving
the summons in coordination with the issuing
official of the requasting district determines that
the summons has been satisfactonly complied
with, the summoned materials will be submrtted
1o the requesting district.

(d)- The third party will then submit its bill
through the serving official to the oificial in the
requesting district who originally authorized the
summons. If the actual bill exceeds the obliga-
tional authority of the approving official, it will be
that officlal's responsibiiity to obtain subse-

quent approval at the required level.

(0) Theissuing official will review the bilt for
accuracy and reasonabieness and then certify
the bill for pgyment. The billl will then be forward-
ed to Fiscal Management for payment

(13) To prevent unauthorized disclosure,
third party invoices and supporting documents,
which resuit from third party summons, when
not being worked on, will be provided with tree
protection points in accordance with IRM
1(16)41, Physical Security Handbook.

o 4022.52

R Manusl
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4022.8 (o-o-70)
Description and Preparation of
Summons

4022.61 (12-15-79)
General :

(1) Form 2039 has been revised. This form,
which is now a five-part snapsael , wall
be used in all instances after February 28,1977 .
when an adminictrative summons is issued.

(2) The information appesring on the face of -

5 . : % 3 - ' .
{4)The Internal Reverse district in which the

is outstanding will be inserted by showing the- .
city designation or subdivision thersof in the.
space provided; for example, *'Internal Reve-*
nue District of Los Angeles, California.” if re-}
wms under i
districts, the name of sach district shall be.

i

{5) The entry under “Periods™ shouid state
specificaily the calendar years, fiscal years,

the summons will continue basically to be the -<quarterty periods imvoived.
same as required under IRM 4022.62 through ¢+ = orjpnm .

4022.65. The business address and teiephone .
number of the Internsl Revenue Service officer
before whom the party is to appear
is 10 be inserted below the line which calls for
this information. ¢

4022.62 (32877
Identification of Taxpayer

(1) The name and address of the taxpayer
should be stated in full, if known, in the state-

) ment of the tax liability. !f retums are under

L. -

* &l should not be shown in this item even thouglri:.

investigation and bear different addresses, orit
the taxpayer during the penods resided at sev- .
eral addresses, and his/her present addressis
still another piace, show all of the addresses
knowr. itls also important that only the name of *|
the taxpayer appears in this stu.sment. Under ,
certain circumstances in an inv. Yigation of re-"
lated taxpayers. it is appropriate to istthename -/
of all taxpayers assigned for investigation in thar &*
caption of the summons where the summons is ~

directed to a witness having information con = "o

than one summons should be used in each

case will depend upon the facts of the tase. "”‘W‘“Wu

the Habiiity s corporate, the name of an individu-

)

the individuals may be the summoned party, 2
own-substantially all the stock of the m,g-’,“'. rvice

tion, and/or be the only corporaty officer. it the-- .
kabifity ks that of an individual, the name of &’
corporation or other individual should fkewiss’ .
not sppear even though the individual labifity
may stem from corporate affairs, as in the case’
of a 100-percent penaity assessment. R
(2) When the liability relates to a business:
camied on under a trage name of by a partner - .
ship, the statement should inciude both the.
name of the business and the name(s) of the -
individuals involved. S gy

(3) A-summons used to secure the NaMesiy:

<. ¢S

4022.63 o277
2 900

X s pres) "_%ﬂhz; poration and e X2
isilé where records pf € corporation or‘m”u's
B e o oy
iswe s i 0 only, ict,
productidn of In which event

O a corporate officer of”
corpdrate. authortzed by the
oorparation, ko & $ervice an behaX of the
iy T Lot :‘._ .,( . as
BT

VEORPCY,

addresses, and social securty numbers of cus- . .A

tomers and clients from a return preparers rec: .

ords will be entitled in the matter ol the tax
kability of ‘"Thae clients and customers for whom

the taxabie periods indicated below."

o G0

you prepared Federal Income Tax Returns for ™
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pege 4000-20 -
(11-30-84) .

g i,‘,’%x'ﬁooo Gcnnl

od. if the employee suthorized 10 issue & sum-
mons desires the person summoned to appeer

belore another authorized smpioyee, the name

of that empioyee will be inserted.

4022.64 (o122
Description of Documents

Requested

(1) Facts in each case will determine what
Mummmm

(u) Alboon.papen. records and other
dsta pertaining to the operation of the xXyZ
Restaurant (address) for the period beginning
and ending &~ . inclkuding,
but not limited to the following specific records

(kst).
(®) All books, papers, records and other
data of the XYZ Manufacturing Comparny per-

wnhmwehmdhlm.udm

on its federal INCome tax retums for the taxabie
years ending March 31, 1976 and 1976.

(c, 3ank records (in your possession or

- control), including canceiled checks and bank

statements relative to travet, entertainment and
advertising expenses as claimed by the XYZ
Corporation in its tederal income tax returm for
munbbyunondnohbrmrﬂs 1975and.-
1976. | .

@ mmuonmyﬁ:ﬂboobm\odut&
what papers or documents are within the

'.\

4 an

MMMMmd’nMdmm
mmnmowuawndhmam
should'be secuhéd 10 the origindl of the sum-
mons. S8 TRI4022 64:(4) for example of de="
scription'ol doguments, ei2., 10 be produced 1o
sllow a !hlndll mbheo:wlmd.

mﬁodnqud)m&nbm’"mmu
exarined

Ny

Tl " ‘AH’)# -,

at the interview. However, ltw
mmmmmbmw

umentary mi llh.nehlm-
comlo-rd. o m mey be

‘ppp.mlho retum or stte--
ment; efa; jn advance, t stgtirient or rewm

mw«molwmurmm

tive (0 the Inquiry by him/her U4
der oath. KNMbmtw.dtopmn
! ..mmmmmamm
i the phrase “and to bring with you and produce
._"- for examination the foliowing books, racordl

Mbodndndbprodmdowmm mtouneot
rmmwm.npcmmmw&’m 4

NW&OMM!WAMW

of the form to be compileted should be attached - to M/

10 the summons to guide the summoned party

In his/her of the necessary docy-
ments and records. Reference to the attach-
4022.63 MT 4000-218
A Marusi (Next ”.

aodﬁ

o *‘W& ‘Q-é;
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(1-00-84)’

(a) Employment Tax Records—Al payroil
records of salaries or wages, advances, or
drawings of the employees of the (individual,
company, or corporation) (which may now bain
the control or possassion of (witness’s name))
for the years ending . of for the quar-
ters ending (kist each quarter). Also, any and ail
payroll records of wages, advances or drawings
paid 1o the officers, partners, or empioyges of
the (company or corporation) for the years or

of the (company or corporation) (which may
now be in the possession or control of (wit-
ness's name)) for the years ending ..

t Any and all payroil records of salaries
or wages paid to officers or amployees includ-
ing cancelled checks and bank statsments for
the above-described periods.

2 Any and all recorgs, including, but not
limited t0, cancelled checks and bank state-
ments relative to travel, entertainment and ad-
verlising expenses for the above-described
periods.

{c) individual Records

1 Al books and records, invoices, state-
ments, and other documents pertaining to the
operation of XYZ business for the period begin-
ning ——__ and ending , inctud-
ing but not limited to: (list). B

2 i a specific area is under examination,
confine the production request to that area AN
books and records and other documents per-
taining to the travel expense incurred and
claimed on “Sch. C. of your tax return for XYZ
business,” for the years .

inciuding but not limited to (list). ‘
) &) Third Party Records—The following
are examples for specific records from third
party witnesses.

1 Bank Statements—'‘All bank state-
ments (and cancelled checks, if appiicable) of
the above-named taxpayer in your possession,
custody, or control which reflect ransactions in

the (checking, savings, loan, etc.) account with -

the (nam~ >f hank) Bank, localed at (address,

and/or branch involved, if appiicable) for the

calendar year, 19——."

2 Insurance Policias—''All (life, health,
atc.) insurance policies cutrently in force in your
possession, custody, or control, which are
owned by the above-named taxpayer, or in re-
gard to which this taxpayer pays the premium of
otherwise possesses an interest.’” Where
knowledge of any particular nsurance policy

4 a0
oxists, a complete description of the polley
(name of insurance company, policy number,
etc.) should be given. R

3 Vehicle Registration—"'All current
registration certificates for motor vehicles
owned by or registered in the above-named
taxpayer, of in which this taxpayer has a securi-
ty, Hen, or other interest.” ’

4 Deeds—"Deeds t0 all real property in
which the above-named taxpeyer has, of may
have, a beneficial interest or which the
may own either individually or jointly, or in whict!_
this taxpayer is named as & grantor or grantee

- 8§ investment Data—All stock broker's’
statements and other records_of the sbove-
narned taxpayer in your posssassion, custody, ors
control indicating purchase and sale of securt-
yoan(s) —. .

8 Accountant’s Workpapers—{See IRM
4024.4:(2)). Workpapers prepared in connec-
tion with the preparation of financial statements
and tax returns of the above-name taxpayer for
moyur(s)—hyoupmtamody.g
controt. :

h R et
“(e) Delinquency Investigations—The fol-
lowing tilustrats descripions which normaity

" meet the legal requirements when a summons

b'wandha%mw 3
1 Income Tax Returns—"All books, pe~
pers, records
or ¢

BEST AVAILABLE COPY
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page 4000-20.2
{11-30-84)

4000 Geners!

19— through 19—— (for which years no re-
tumns have been made) may be propared. Blank
Federal income lax returns for the years 19—
through 19— are attached hereto to guide
you in your production of the necessary docu-
ments and records.”

2 Employment Tax Retums—"All pay-
roll racords, cancelled checks and check regis-
ters, records of wages paid in cash, empioyees’
withholding exemption certificates for all em-
ployees, and all other books, records and pa-
pers containing information reiative to wages
paid during the above calondar periods by the
above-named taxpayer, o that an Empioyer's
Quarterty Tax Return (Form $41) for the calen-
dar quarters(s) ended , and an Em-
ployer’'s Annual Unemployment Tax Return
(Form 940) for the calendar year(s) 19— may
be prepared; blank copies of such retumns are
attached hereto, to guide you in your production
of relevant documents.”

3 Financial Statement—"All books, pa-
pers, records and other data in your possession
or control reflecting the assets and liabilities of
the above-named taxpayer(s), including, but
not limited to, the following: alt bank state-
maents, checkbooks, cancelled checks, savings
account passbooks, and records of certificates
of deposit, for this year and the preceding year
regarding accounts or assets hekd in the name
of the taxpayer(s) or held for the benefit of the
taxpayer(s); ail records or documents regarding
stocks and bonds, deeds or contracts regard-
ing real property, current registration certifi-
cates for motor vehicles, and kfe and health
insurance policies currently in force, any of
which items are owned, wholly or partially, by

‘ the taxpayer(s), or in which the taxpayer(s)
have a security interest, or heid for the benefit of
(either or both of) the taxpayer(s), so that &

MT 4000-216

4022.64

iR Marual

current financial statement may be prepares. A
blank copy of such financial statement s at-
tached hereto to guide you in the production of
the necessary documents and records.”

402265 (11-30-89)
Place and Time for Appearance

(1) The time and place specified for the sp-
pearance should be reasonable under the cir-
mwmmummnm
mmmmmhmn
served. The date for appearahoe should not be
on & Saturday, Sunday, or & legal holday. In
compuﬂngtm“-d.ypubd.mmdm
shoddbooxcludodmdwdthotw
shouid be counted. In the case of & third-parly
rom&mmmmdﬂbon-
mstzsday-frommomo«m ‘

{2) mmmmhm
address and room number at whichi the persoq*
is required to appear. The room dbie ree:

legal duty o produce fecords ‘or ';":"3'
wmmommuspodfyamit’ctm

{Next page s 4000-21}

BEST AVAILABLE COPY
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s Pege 4000-21
% rmemn

Any extension of the
odgnmw dale should be carefully
documented by the axaminer.

4022.66 (12-15-79)
Date and Signature

(1) insert in the space provided, the date the
summons is signed by the issuer. This date is
not {0 be considered as the “date of the sum-
nm"hutﬁngmedalaforwpwmw
suant to iIRC 7605,

(2) The authortzed issuing smployes will
manuslly sign the,summons in the space le- .
beled “Signature” and insert his/her oMficial .’
titte in the space labeied ‘Title'. Procedures -
evidencing advance approval must be strictly
followed when spplicable.

4022.7 o-20-8n
issuance and Sefvice '

{1) Examination Division empioyees autho-
rized 1o isSUG AN SArViCe & SUMMONS 8re CON-
Wmm
See ajeo IRM 4022.1. R been
placed upon issuance of summonses g third: «
parties and summonses known as “John Dde™t
summonses. All

temal Revenue empioyees and attormeys inthe -
Office of Chief Counset are not authorized o
commit the Sennce to refrain from exercising its -
investigative authority to require and receive

tmmcowatwhum-mwmq

abode. mnoonashoot.FamzoeeA.otM“ S

person o whom it is directed or ieft ats
pmonslmandusuumcoolrm(
place of business) either with sorm
present of in a place where the pdadh

(3) if the summons'is left with & person a
residence, the name of such person with
Rt is left should be noted as we!l as that person
Qe the relationship louxpayor.andolhor

ow is advisory in nature, and in- - D% ™

hmnuonwmwzeus.c 7001“ g

cumstances pomnom to service of the
summons. N

(4) mambmwwum
corporate officer 10-appeer on behalt of the
corporation, the officer may be personaily
served mamouponﬁon. place of buai-

" ness or wherever he/she may be found. When

& person ie summoned in a corporate capaclty
the corporate capeclty of the indivickal
moned party shouid be indicated.

9 When & summons is directed 10 & cope~

" ration, service must be made UPon & corporate

officer, director, managing agent, or gther per-
“son authortoed 10 8008pt Service of process for
the corporation. Such persons may be served
" parsonadly at the corporafion’s place of bual-

(8) ¥ service ot R upon & Corpore-
ton &3 described M\ (4) or (5) above is
fmnmwcbaumu

mmonses (Form 20@9)%: .




T

fpa

. $pace designated “Title™.
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pege 4000-22
7-26-87)

{2) The beck of the original part of the sum-  (6) UMMWNMWM
mmuMMbmummemmmmmmmm
that the summons was served and the manner monodwllh 2 CopY'of the back of-
and time of service. the original “whictfcertifies that the

(3) When the summons Is served, the frst  Period for beginnig’i procseding to quash a
attested copy (Form 2039-A) shail be given to  SuUmmons has expred and Wfiat ng such pro-
the person summoned. if the person sum- ceeding began within' such period or that the

he/she wit! be aiso given the notice expiaining
the paymunt procedures, which is the third
page of the snapset. if this information is appé-
cabie, this page should be discarded. Under the
law afl persons summoned, Inckxiing the tax-
payerandru/huwhﬂvc.nuybomﬂ-
uedtovmnoub«andnm 3
(4) The original of the sumons, Form 2039, (ymhiusm
after the completion of the certificats of servics,  district i which the person i v
wil be placed in the administrative file in the * mond'ls diracted resides ot iy fo
office of the issuing division. i the person to mnww&gm
whom it is directed neglects or refuses to com-  mony, of the production

ply with the requirements of the summons, the m«mmuw
original will be used as a basis for enforcing - mm«uu,-ny e
compiance. .- Uﬁbd&ﬂﬁs» %

4022.82 (11-3049 ..
Certificate of Notice

: &
mc«nmm
1.the qum-
vi shell have
8, tost-

hmmmWwM@%“

(2) The officer giving the notics wil sign the' " it p
mamhmmwu
“Signature”™ wmmmwahm

<) UNWMWI\WM(}'

—————
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page 4000-23
(8-1-91)

(4) IRC 7701(a} (39) states that if any citizen
or resident of the United States does not reside
in (and is not found in) any United States judicial
district, such person or resident shall be treated
as residing in the District of Cotumbia for pur-
poses of any provision of this title relating to:

(a) jurisdiction of courts, or
(®) enforcement of summons,

4022.92 (5-1-91) -
Procedures in District Offices

(1) Requests for civil enforcement of sum-
monses issued by Examination function will be
referred by the Chief, Examination Oivision (or
as dasignated by the District Director a district
where there are no division chiefs), to District
Counsel for consideration and determination as
to whether the proposed legal action shouid be
taken. These requests should be forwarded 1o
District Counsel within six working days foliow-
ing noncompliance. The referral memorandum
should transmit the original of the summons,
Form 2039, together with a memorandum pre-
pared by the issuing employee outlining the
following:

(a) a brief resume of the pertinent facts in
the case, showing particularty whether it in-
volves or is related to any Special Enforcement
Program;

(b) exactly what is sought to be obtained
by the summons; including the years for which
records are sought;

(¢) if records of third parties are sought,
explain the relationship of these third-parties
and their records to the investigation of the
taxpayer,

(d) it records for years other than those
under investigation are sought, explain how
these records may be relevant to the years
under investigation;

(o) discuss whether service of the sum-
mons has been made on a responsibie officer in
cases in which a corporation is the party sum-
moned. Sefvice on a responsible officer is not
always necessary, because in many cases the
corporation, by designation or by long-standing
practice, has accepted service on someone
other than a responsible oHicer. However,
these facts should be discussed;

() a statement that the person or entity
named in the description of tha records has
received notice as required by IRC 7609a), or i
notice was not sent, why it is believed that
notice was not necessary;

(g) the circumstances surrounding con-
tacts with the person summoned, showing par-
ticularly the defense claimed-for refusing to
comply with the summons;

(h) the need or importance of such testi-
mony or evidence;

() anymminent statute of limitations prob-
lems invotved;

(i) whether this examination is a reexami-
nation within the meaning of IRC 7605(b); and

(k) if cleararce to the issuance of the sum-
mons has been obtained from another function
of IRS or from Department of Justice, these
facts and details shouid be documented.

(2) Incases where summons enforcement i1s
not recommended. the agent serving the sum-
mons will prepare a memorandum within six
working days following noncompliance to the
Chief, Examination Oivision (or as designated
by the District Director a distnct where there are
no division chiefs), explaining the reasons why
enforcement proceedings have not been rec-
ommended. A copy of this memorandum
shouid be retaned in the administrative file.

(3) The onginal and two copres of the referral
memorandum and the original and two copies
of the memorandum prepared by the issuing
empioyee will be submitted to District Counsel.
If the matter involves or is relaled to the Special
Enforcement Program, the original and five
copies of sach memorandum will be submitted.

(4) In addition to the required memoran-
dums, the exarniners who issued the summons,
served the summons and examined the sum-
moned person will, in requesting civil enforce-
ment in a case, each prepare an affidavit for
trangmission to District Counsel. (Exceptions
are in (5) below.) The atfidavits should set forth
all the facts pertinent to the issuance and serv-
ice of the summons and the summoned per-
son’'s noncompliance. See Exhibit 4020-1 for
sampie lormat Where the same examiner per-
forms ali three functions only a single affidawtis
required. The original affidavit(s) wil be trans-
mitted to District Counsel along with the other
memorandums descrided above.

(5) An affidavit need not be prepared and
forwarded by the examiner in cases involving
*John Doe™ summonses, Special Enforcement
Program summonses or summonses 10 finan-
cial institutions. The affidavits necessary for
enforcement of these summaonses will be pre-
pared by or under the supervision of the Depart.
ment of Justice.

(6) The examiner may use Form#443 (Sum-
mons Referral) instead of the memorandum
mentioned in (4) above if it will save tme. (See
Exhibit 4020~2.) If the form has initem § "Orga-
nized Crime Orive Case," insert “Special En-
torcement Program, ™ and insert type of project,
il any. This fonn outlines the information re-
quired in (4) abose. If it is used:

4022.92

MT 4000-245
IR Manuat
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page 4000-24
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(a) Form 4443 shouid be preparedin quad-
ruplicate, with an additional thwee copres f a
Special Enfarcement Program Case Is
involved;

(b} the transmittal memorandum, affidavit
and Form 4443 should be submitted as outlined
n (3) and (4) above.

(7) Requests for paenal action for failure to
obey summonses 1ssued by Examination Divi-
sion wil be referred, within six working days
following noncompliance, by its Chief to the
Chief, Criminal Investigation Division, for evalu-
avon. If the matter is not accepted for investiga-
ton, the Chief, Criminal Investigation Division,
will so notify the Chief, Examination Division (or
as designated by the District Director in a dis-
tinct where there are no division chiefs) and
thereafter the matter may be referred by the
Chiet, Examinaton Division (or as designated
by the Distnct Director in a distnct where there
are no division chiefs), to Distnct Counsel for
cmi enforcement action. However, dunng the
time the case 18 under consideration for penal
acton no attempt should be made to enforce
obedience with the provisions of the summons.

(8) Final reports containing recommenda-
tons for penat action for failure to obey sum-
monses will be processed in accordance with
IRM 9600. Cases in which penal action is not
recommended in the final report will aiso be

.

processed in accordance with IRM 9600. When

a non-prosecution recommendation is ap-
proved by the Chief or Assistant Chief, Criminal
Investigation Division, in & case referred by the
Chief, Examination Division (or as designated
by the Oistict Director in distncts where t1ere
are no division chiefs) for penal action for failure

to obey a summons, the Chief, Examination _

Civision (or as designated by the District Direc-
tor in districts where there are no division
chiets) will be 80 advised In writing by the Chief,
Criminal investigation Division. Thereafter, the
Chief, Examsnation Division {or as designated
by the District Director in districts where there
are no division chiefs) may, if he/she deems it
advisable to do 30, forward the matter to District
Counset for civil entorcement action.

(9) Any attempt to quash a summons
through injunction proceedings or other court
action before the date fixed for compliance
shouid be immediately reported through normal
channels to District Counsel. Every effort
should be made to obtain copees of the docu-
ments involved so that they can ba forwarded
with the notification memorandum.

4022.92

IR Maruast

MT 4000-245

4022.93 (s-1-01)
Processing at District and
National Office Laveis

(1) Requests for civil enforcement of sum-
monses issued by Examination Division will, i
approved by District Counsel, be forwarded di-
rectly to the United States Attorney for the dis-
trict in"which the person resides or is found. A
copy of District Counsei's transmittal memoran-
dum with copies of all attactunents will-be fur-
nished by District Counsel 10 the Tax Division of
the Department of Justice, .

(2) Requests for ¢l enforcement of sum-
monsaes issued by the Examination Division
which relate to the Special Enforcement Pro-
gram, “John Doe" summonses, summonses 0
financial institutions or those with speciil legal
problems wilt, upon approval by District Coun-
sel be forwarded 10 the Chief Coungel. If Chigt
Counsel concurs, the requests wil be forward-
ed (o the Tax Division of the: Qepartment of
Justce. If mmm@m En-
torcement Program, a d&b
omaumamubo&ﬁw mochm
Counsal, to the Criminal Oivisidn &f e Depart.
ment of Justice. When requests fof civi en-
lom«nomdanhmmmwod

(Next page & 4000-24.1)
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page 4000-24.1
(8~1-91)

(a) evidence sought is no longer needed;

() witness has voluntarily comptied with
the provision of the summons; and

{c) tax liability is paid or otherwiss satis-
fied; and

(d) case gone to court for enforcement
Data shouid include date set for appearance
pursuant to the summons and date of compé-
ance, or adverse decision, whether compliance
was satisfactory and whether compliance was
pursuant (0 & court order.

(2) The memorandum required by (1) above
will be prepared us soon as the irformation is
received and copies of all pertinent documents
obtained will be attached to the memorandum.

(3) The memorandum required by (1) above
will be prepared in the same number of copies

and distributed in the same manner as the
memorandum which originally referred the mat-
ter to the Regional Counsel. For (1Xd) situa-
tions, an additional copy will be prepared and
sent to General Litigation Division of the Chief
Counset

(4) Ininstances when time is of the essencs,
the Regional Counse! will be immediately ad-
vised by telephone of the facts in the matter.
The memorandum required by (1) above will
then be prepared and distributed in accordance
with the provisions of (3) above.

4022.(10) (s-o-79)
Summons Procedures in IRC 482
Cases

4022.(10)

MT 4000-245 ~-.
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p— CETRE e
40225 (eer9) R $ " 5pace I the lower portion of the
Administrattive Summons form: “Pgyment of withess fee and travel o
Expenses penses as stated above are guaranteed the
internal Revenus SoMe. 4
4022.51 (4419 (smmmofmovmmsuoeh
pre~
Witness Fees and Travel scribed by Section 1821, Title 28 of the United
Expenses States Code. Each witness is entitl> 5 io a fee of

(1} The Service will, upon request. pay wit- $20.00 for edc’s gd#y o 2tt=n2unce in compii-
ness and mileage fees to witnesses who forthe ance’ with- the suimona. A Traction of & day
purpose of giving testimony or producing rec- MMMWWam
ords are required to appear before Servioé per- wil'bp considered & u%" Only the actuel
sonnel in compliance with administrative sum- ' appearsnod and mm w(«
monses (Form 2038) issued under IRC 7602; W )
. 6420(0)(2).6421(0(2) 6424(d)(2) or 8427(1) gy ofy witness fees.
Such fees wili not be paid to a person’ who ¥k, g3 12 13
appears 1o give testimony or produce records . .
rmwwroqmtwawﬁnmm m.
than summons. The amount of fees Is pres m
scribed by section 1821 of Title 28 of the United ™. .
States Code. (See Lioyd Roberts, et al. v. Unit: -
od States, 397 F.2d 968 (1968). Rev. Rut, -~
68-845, IRB 1968-51,32.) It shouid be noted>
that the procedures dnd conditions for withesy
!mmdmluqopaynmumm(modiﬂ.dhy
mafardmbumntofmm‘f ’
for sesrch, transportation, and reproduction

e

(73] wmmnmmumfmu*&"“c-
Mswaramnnmnsmmﬁé
§ic Voucher for Fees and Milcage of Wit
wummmdw
o it necessary, and signed by the peyes. ln

SF 1156 and 11564, Claim for Fees arid M
" ofWitness, Including the Summary of Piy
section. On the line provided for showihg
nama of court or board, “Testimony Beftrs
(Nmnmmdomm-'mm%
"~ -(3) The Forms (SF 1156, 1158A, 115Z end
“1167A) wi-be forwarded through charineis. i -

Otfios 2"
0 Iﬁﬂo dmntdomands assurance ¢

peymerit wil be made, an additional copy.of
1157A shou!d be prepared and fumbhod
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page 4000-18.12
(2-5-80)

4000 General

2 direct costs of extracting information
stored by computer. Salaries of persons locat-
ing and retrieving summoned material areé not
includible in search costs. Also, search costs do
not include salanes, fuees, or similar expendi-
tures for analysis of matenal or for managerial
ot legal advice, expertise or search, nor does it
nciude time spent for such activities.

(N Reproduction Costs—Costs incurred in
making copies or duplicates of summoned doc-
uments, transcripts, and other similar material.

(g) Transportation Costs—Are limited to:

1 cosls incurred o transport personnet to
locate and retrieve records or information (e~
qQuested; and

2 costs incurred solely by the need lo
oonveyhesummonedmtomllohop!aoeo(
examination.

(2) The Commissioner has authorized to the
below-named officials the authority to obfigate
appropriated funds for making payment for
search costs, reproduction costs and transpor-
tation costs in connection with a third party
summons issued under the internal Hevenue
laws.

(a) Regional Commissioners are autho-
rized to obligate over $5,000 for payment of
such costs associated with any one summons.
This authority may not be redetegated.

(b) Assistant Commissioner (Intornation-
al) and District Directors are authorized to obh-
gate up to $5.000 for payment of such costs
assoclated with any one summons, with author-
ity to redelegate to Chiefs of Divisions with re-
spect to any such obligation not exceeding
$2,500. This authority may also be redelegated
to any officer or employee referred 10 in pare-
graph 1(d) of Delegation Order No. 4 (as re-
vised) as having authority to personally autho-
rize the issuance of a summons to a third party
witness, with respect to any such obmuon not

exceeding $1,000.
~ {3) Inaccordance with Delegation Order No.
4 (as revised), if a third party summons issued
- by an officer or empioyee refered 10 in pars-

graph 1(d) of the Order, prior authorization by &
CAa38 manager, group manager or other supervi-
sory official above that level Is required as
specified in the Order. However, to process the
raesuitant third party invoice for payment certif}-
cation is required by an official specified in IRM
4022.52:(2) above, 8s having obligaﬁonalau-
thority of the appropriate amount.

(a) In some cases, depending on the dollar

4022.52

R Maruel

MT 4000-241

amount invoived, this could mean that two dif-
ferent individuals might be involved in authoriz-
ing issuance of a sSumMMons and in certitying its
invoice for payment.

d) To minimize the instances in (a) sbove,
and thereby 10 expedite processing, the proce-
w«mwmufm

1 ms«vmoﬂmhwhq
questing issuance of) & third party’
shouid first make as reasonable an estmate as
possibie of the obligational authority level re-
quired lammdﬂneoshdm
with the summons.

2 Thomd\g(ormmw.nuwus
should then initiate the necessary administra-
tive action 0 havw the summons approved,
prior 10 issuance, by an official who has both
approval authority under Delegation Order No.
4 (as revised) and the required level of obiiga-
tonal authority under IRM 4022.52:(2).

3 OQfficials considering approval of issu-
ance of a third party summons should take into
account the anticipated peyabie costs of com-
pliance as well as the need for the information
sought. ,__,‘

(4) Paymaent for mreh. nproducﬁon and
transportation mwmmmnm
meammmm
party records or informasian and only for masert-
al requpsted by the summons. Pgyment will be
made only for search, reproduction and trans-
portation costs that are both directly Inu.lud

" and reasonably necessasy. In glghrmlg{
< h

mwmmw

b

memmm
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

June 21, 1994

COMMISSIONER

The Honorable Charles E. Grassley
United States Senate
Washington, D.C. 20510-1501

Dear Senator Grassley:

Secretary Bentsen has asked me to respond to your letter to
him dated June 17, 1994, concerning the Treasury Department'’s
FY 1995 request for a $405 million compliance initiative for the
Internal Revenue Service (IRS). Your letter requested that you
be provided with material to substantiate the commitment that the
IRS and the Treasury have pade *"to initjate and implement
education programs for any new employees hired as a result of the
compliance initiative . . . .»

Enclosed are copies of letters from Secretary Bentsen and me
to Senator Pryor which we sent to him on April 22, 19%94. Both
Secretary Bentsen and I fully support the IRS’ efforts to protect
the rights and privacy of taxpayers. I emphagized in my letter
to Senator Pryor that “the Internal Revenue Service fully
recognizes the need to protect the rights and privacy of
taxpayers and the need to continue to increase the knowledge of
our employees about those rights." In addition, I committed that
the Internal Revenue Service *"will initiate and implement
edycational programs with respect to the Taxpayer Bill of Rights
for any new employees that we hire as a result of the compliance
initiative called for in the amendment.n

I also told Senator Pryor that many of IRS’ training
Programs currently address the Taxpayer Bill of Rightsg, either
directly or ipdirectliy. I forwarded copies of materials relating
to the ethics workshops each IRS employee attended this year.
Those workshops were designed to teach the tenets of respect for
others, treatment with courtesy and decency and principles of
fairness and concern for others. I also enclosed copies of
materials all new collection and examipation employees receive -
during their mandatory training on the Taxpayer Bill of Rights.

I am enclosing those materials for your information.

Responding to your specific questions, the education
programs for the new employees hired as a result of the
compliance initiative will be conducted largely by experienced,
professional IRS compliance persomnel. Most of the instructors
are currently working in front-line compliance positions, and
they hava subject matter expertise, as well as having completed a
Bagic Ingstructor Training Course. Most of them are experienced
revenue agents and tax auditors, revenue auditors or revenue
representatives. Our special agents assigmed to the Criminal
Investigation unit are tradined at the Federal Law Enforcement
Training Center by a combination of criminal investigators and

staff of the Training Center.
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BEnclosed is a list of course descriptions and number of
hours devoted to each topic covered. EBach training course for
the identified audience has a different time frame for the
subjects of courtesy, privacy, and protection of taxpayer’s
rights. A course devoted to safeguarding taxpayer information
contained in our computerized systems hasgs been developed for all
current employees. It is two hours in length and will be given
to our new recruits during their early on-the-job training. For
continuing professional education of our computer systems, the
curriculum consists of an explanation of specific security rules,
penalties for misuse, and reporting procedures for system misuse.
For all other courses, there are components dealing with taxpayer
relations, including role playing and facilitated diascussion
about taxpayer rights, interviewing akills, dealing with
representatives and customer relations. The remainder of the
curriculum covers tax law and tax administrative procedures.
Finally, training costs asasociated with hiring the compliance
employees are included in the overall costing of the initiative.

We have a national- Task Force which is overseeing and
coordinating all Compliance Initiative training. I have asked
that Task Force to insure that taxpayer rights, security,
privacy, ethics, diversity, and customer service principles are
emphasized in all Compliance Initiative training, and the Task
Force is planning a nationwide “train-the-trainer" workshop for
all instrxuctors at which these areas of emphasis will be
discussed in detail.

Finally, you requested that we provide all information that
we have submitted to the Chairman of the Senate Budget Committee
showing that the compliance initiative would not increase the
budget deficit over the next five years. I am enclosing a copy
of the June 17, 1994, letter from me to Chairman Sasser which
addresses that question.

If you would like any further information about our training
programs, please feel free to contact me (202-622-4115) or
David Mader /202-622-4700).

Sincerely,
Marg Milner Richardson

Enclosures
MMR:fcx .
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F.Y. 1995 Compliance Initiative
OCC Definition FTE AMOUNT
1" PERSONNEL COMPENSATION $175,709
12 PERSONNEL BENEFITS 62,663
21 OPERATING TRAVEL 30,320
22 TRANSPORTATION OF THINGS 1,452
23 RENT, COMMUNICATION & UTILITIES 15,694
24 PRINTING & REPRODUCTION 2,265
25  SERVICES 35,854
26 SUPPLIES 12,184
26 EQUIPMENT 68,910
TOTAL 5,078 $405,051
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PREPARED STATEMENT OF REPRESENTATIVE NORMAN Y. MINETA

Thank you, Mr. Chairman and Members of the Committee. It's a great honor for .

me to appear before you today to introduce President Clinton’s nominee for the post
of Inspector General at the United States Department of the Treasury: Valerie Lau.

The Inspectors General at the departments and agencies of our tederal govern-
ment are charged with a tremendous responsibility: to ensure that the operations
under their review are carried out with the highest standards of integrity, honesty,
and efficiency.

And I know that Valerie Lau is more than qualified to carry out that role at the
Dexartment of the Treasury. .

third generation Californian, Valerie’s career as an auditor and management
expert has been a distinguished one. In many ways, she is following in the footsteps
of ?\i,r mother, Norma Ng Lau, the City Auditor of Oakland, California.

Valerie began her federal service as a Taxpayer Service Representative at the In-
ternal Revenue Service while still in college. r graduating from the University
of California at Berkeley, she later moved on to positions as an auditor at the De-
fense Contract Audit Agency in Palo Alto, California and as a senior evaluator at
the U.S. General Accounting Office in San Francisco.

In 1989, she left federal service to become a consultant in audit training and ca-
reer development and most recently was a career consultant at the management
consulting firm of Drake Beam Morin.

Currently, she serves as the Director of Polic{, for the U.S. Office of Personnel
Management and as that agency's liaison to the Vice President’s National Perform-
ance Review.

The recognition she has received during her career has been well-deserved. She
was the recipient of the 1990 Leadership Award from the Western Intergovern-
mental Audit Forum, a professional association of senior audit executives, and has
held leadership positions with the Institute of Internal Auditors and the Association
of Government Accountants. .

In short, Mr. Chairman, I believe that the President has made an outstanding
choice for Inspector General at the Department of the Treasury.

On May 17 of this year, Mr. Chairman, the Asian Pacific American Members of
the House and Senate joined together to found an official Asian Pacific American
Caucus, and 1 was very honored to be asked by my colleagues to serve as the first
Chair of that Caucus.

One of the goals that we, as Members of the Caucus, have set for ourselves is
to educate our colleagues about the extraordinary contributions which Americans of
Asian and Pacific Islands ancestry have made, and are making, to this great Nation.

I can think of no finer example of that than Valerie Lau’s career, and her willing-
ness to take on this Fosition at the Treasury Department.

She is truly one of the best and brightest which the Asian Pacific American com-
munity has to offer this Nation, and 1 urge you to give her nomination quick and
favorable consideration.

Thank you very much.

O
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