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As the primary source of funds for the US government, the Internal Revenue Service (IRS) is hard pressed in this period of record budget deficits. In this context there is a natural tendency for the IRS to place more emphasis on tax compliance and collections. However, the trend towards greater enforcement has been in evidence for many years so is the IRS relying too much on this strategy as its main priority? Nina Olson, the National Taxpayer Advocate who works within the IRS but reports to Congress, has repeatedly warned against emphasizing enforcement over taxpayer education and service.[1] This article expands upon those concerns and examines the unintended consequences these policies are having on minority and low income communities.

Enforcement as a Blunt Instrument

My research concludes there is no evidence that the IRS is intentionally targeting minorities. Rather, it appears the disproportionate enforcement they are experiencing results from the indiscriminate application of the agency’s collection procedures. Specifically, Ms. Olson’s report criticizes the IRS’s “[P]olicies and automation that…drive a ‘checklist’ mentality in its employees” and its “one-off collection actions.” This mechanical process more easily captures taxpayers who often lack the education and funds to strictly comply with tax laws—much less contest IRS enforcement.
 
The National Taxpayer Advocate argues that taxpayers (especially those with low incomes), tax compliance, and IRS collections would benefit from more funds being spent on taxpayer services rather than enforcement.[2] However the opposite is occurring. “Between FY [Fiscal Year] 2004 and FY 2011 (projected) inflation-adjusted spending for the IRS Enforcement account has increased by 17.9 percent, while spending for Taxpayer Services has declined by 6.8 percent.”[3] The cumulative impact of this budgetary allocation is predictable: “In the current fiscal year [2010], Enforcement spending for the first time constitutes more than two-thirds of all IRS spending for Taxpayer Services and Enforcement.”[4]
 
There is little evidence that putting more money into enforcement is yielding the desired result and, in fact, diminishing returns are apparent.[5] The IRS reports collections from “taxpayer delinquent accounts” as an aggregated total from individuals, businesses and other taxpayers.[6] Since 2004 such collections per dollar spent on enforcement has declined 15% and revenue per enforcement action (a tax lien, levy, or seizure) decreased by 31%. After adjusting for inflation, total collections from delinquent taxpayers were down 7%. Also, the “balance of assessed tax, penalties, and interest” (i.e., the outstanding amounts assessed by the IRS but not collected) has grown by 104% in five years.[7]
 
The long-term trend of IRS enforcement outpacing the perceived need can be seen in these statistics: From 1999 to 2009 the number of individual returns filed increased 15%. However, over the same period, IRS tax liens grew 475% and the number of levies jumped by 590%.[8] As documented below, a high proportion of stepped-up IRS collection actions have fallen on minority and low income communities.[9]
 
Methodology Used in This Study
 
The IRS does not release data showing tax enforcement statistics by ethnicity. The total number of levies (which includes wage garnishments), seizures, and tax liens are reported by the IRS annually. However, tax liens are publically recorded and available at most county offices (although a few states compile liens at the Secretary of State level). Thus, tax lien data was utilized to track the incidence of IRS enforcement. A summary of the additional sources and methodology employed in this study is as follows:
1.      ZIP codes in the InfoUSA database were ranked by the number of tax liens.[10] While there are over 40,000 ZIP codes in the US, InfoUSA’s tax lien database was limited to 24,997 due to a) no tax liens were filed in some ZIP codes and b) some jurisdictions do not provide this data.
2.      Separate sorts were done on tax lien data for each of the last five years (from July to July for the years 2005-06, 2006-07, 2007-08, 2008-09, and 2009-10).
3.      The top 1,000 ZIP codes with the highest number of tax liens in each year were selected for further analysis. The same analysis was performed on the top 500 ZIP codes.
4.      The ethnic composition of each of these ZIP codes was determined using 2000 Census data (2010 Census data is not available until January 2011).[11]
5.      “Total Crime Risk” indexes were analyzed in the top tax lien ZIP codes.[12]
 
Incidence of IRS Enforcement in Minority and Low Income Communities
 
Four methods were used to evaluate IRS enforcement occurring in minority and low income communities: 1) comparing the population of these groups living in high IRS enforcement ZIP codes with their percentage in the total census; 2) studying the number of ZIP codes that have both high ethnic concentrations and elevated IRS enforcement; 3) calculating the growth over the past five years of minority and low income individuals living in the top 500 ZIP codes; and 4) examining the possible link between crime rates and IRS enforcement.
 
Analysis #1: Concentration of Minority Populations in High Enforcement ZIP Codes The following analysis finds a disproportionate number of African-American, Hispanic, and poverty-level individuals living in ZIP codes with the greatest number of IRS tax liens.
 
African-American Community In the 2000 Census, African-Americans were 12.3% of the total USpopulation. However, in the 1,000 ZIP codes with the highest number of IRS tax liens for the year 2009-10, they represented 22.0% of population or 79% above what would be expected. Furthermore, in the top 500 ZIP codes they were 26.1% of the total. To place this in perspective, if African-Americans in the top 500 ZIP codes had the same distribution as in the overall census (i.e., 12.3%), they would number 3,163,117. However, the actual count of African-Americans was 6,720,099 (3,556,982 or 112% greater than expected).
 
Hispanic Community In the 2000 Census Hispanics were 12.5% of the total population. However, they were 24.4% and 25.4%, respectively, of the populations in the top 1,000 and 500 ZIP codes for the year 2009-10. Thus, instead of 3,214,550 Hispanics in the top 500, there were 6,530,313 (3,315,763 or 103% above what would be predicted).
 
Individuals Living below the Poverty Level In the 2000 Census those living below the Poverty Level totaled 12.4% of the US population. In the top 1,000 and 500 ZIP codes, however, they were 14.3% and 15.3%, respectively. Putting numbers to these statistics, one would estimate 3,085,968 people living in poverty in the top 500 ZIP codes but, in actuality, there were 3,946,930 (860,962 or 28% more than expected).
 
Percentage of Population in Top ZIP Codes*
(for the year July 2009 to July 2010)
 
	 
	National Average
	Percent in Top 1,000
	Percent in Top 500

	African-Americans
	   12.3%
	   22.0%
	   26.1%

	Hispanics
	12.5
	24.4
	25.4

	Poverty-Level Persons
	12.4
	14.3
	15.3


 
* All population figures from 2000 US Census
 
Analysis #2: Concentration of Minority and High Enforcement ZIP Codes The over-representation of these groups in 2009-10 is even more apparent in the total of ZIP codes with 12.3% or more African-Americans, 12.5% or more Hispanics, and 12.4% or more individuals living below the Poverty Level.
 
African-American Community Of the top 1,000 ZIP codes with the highest number of IRS tax liens, 453 (45.3%) had 12.3% or more African-Americans. Of the top 500 ZIP codes, 260 (52.0%) met this criteria.
 
Hispanic Community In the top 1,000 and 500 ZIP codes, those with 12.5% or more Hispanics were 519 (51.9%) and 274 (54.8%), respectively.
 
Individuals Living below the Poverty Level ZIP codes with 12.4% or more individuals living below the Poverty Level totaled 423 (42.3%) and 232 (46.4%), respectively, of the top 1,000 and 500 ZIP codes.
 
 
Number of ZIP Codes in Top ZIP Code Rankings*
(for the year July 2009 to July 2010)
 
	 
	Percent in Top 1,000
	Percent in Top 500

	African-American ZIP Codes
	   45.3%
	   52.0%

	Hispanic ZIP Codes
	51.9
	54.8

	Poverty-Level ZIP Codes
	42.3
	46.4


 
* To be counted in the total, a ZIP code must have 12.3% or more African-Americans, 12.5% or more Hispanics, or 12.4% or more people living in poverty.
 
Analysis #3: Growth in Minority Enforcement over Time The number of minority and low income individuals in the top 500 tax lien ZIP codes has increased over the five years from 2005-06 to 2009-10. Keep in mind all the population statistics are taken from the 2000 Census.  Thus, none of the gain is attributable to population growth, which would have boosted the results even more. Instead it stems from 1) ethnic and low income ZIP codes being included in the 2009-10 count that were not five years earlier and 2) the ZIP codes that made the 2009-10 list having a greater concentration of such individuals. These findings are consistent with the hypothesis that, for whatever reason, disproportionate enforcement is occurring.
 
African-American Community African-Americans in the top tax lien 500 ZIP codes in 2005-03 totaled 5,952,897. Even holding to 2000 Census levels, this number grew to 6,720,099 (up 767,202 or 12.9%) five years later. In part, the gain was because the number of ZIP codes in the top 500 with 12.3% or more African-Americans went from 219 to 263 (up 20.1%) over the five years.
 
Hispanic Community The number of Hispanics in the top 500 ZIP codes rose from 5,725,919 in 2005-06 to 6,530,313 (up 804,394 or 14.0%) in 2009-10. In this case the number of Hispanic ZIP codes increased from 251 to 274 (up 9.2%).
 
Individuals Living below the Poverty Level The top 500 ZIP codes saw only a 1% increase in the number of individuals living in poverty from 2005-06 to 2009-10 (up 40,520 from 3,906,410 to 3,946,930). While the number of poverty ZIP codes actually decreased from 252 to 237 (down 6.0%), the greater concentration of such individuals in the remaining ZIP codes outweighed this decline and pushed the total higher.
 
Five Year Growth in Top 500 ZIP Codes
(2005-06 to 2009-10)
 
	 
	Growth in People*
	Percentage Change

	African-American ZIP Codes
	767,202
	   12.9%

	Hispanic ZIP Codes
	804,394
	14.0

	Poverty-Level ZIP Codes
	  40,520
	  1.0


 
* Population numbers held to 2000 Census levels; growth due to ZIP codes moving up into top 500 rankings.


Analysis #4: Possible Crime Rate Link to IRS Enforcement Elevated crime rates can be traced to the usually social-economic factors including: lack of education, high unemployment, depressed incomes, drug and alcohol use, prevalence of gangs, and children raised in single parent families. Since these problems are endemic in minority and low income communities, it’s not surprising that such ZIP codes have above average crime rates.
 
So what influence, if any, do IRS actions against delinquent taxpayers have on crime rates? Part of the answer could be that individuals change their behavior once they are subjected to IRS enforcement actions (see “Behavior Changes Resulting from IRS Enforcement” below). For example, IRS wage garnishment discourages taxpayers from working hard or seeking well paying jobs. Their best alternative may be being compensated in cash and, indeed, the cash “careers” that pay the most are in crime (drug dealing, robbery, prostitution, and the like).
 
Below are the incidences of crime in minority and low income communities experiencing above average IRS enforcement. Given these high rates, it is possible that tax collection actions are having an impact via the behavioral changes they invite.
 
African-American Community The national “Total Crime Rate Index” is set at 100.[13] ZIP codes with above average crime rates have indexes over 100 and those with less crime are rated below 100. In 2009-10 453 ZIP codes in the top 1,000 had African-American populations of 12.3% or more (see Analysis #2 above). The Total Crime Rate Index in these 453 areas averaged 163.2 or 63% above the US as a whole. In the top 500 ZIP codes, 260 with 12.3% or more African-Americans averaged a crime index of 160.9.
 
Hispanic Community Similarly, the crime index for the 519 Hispanic ZIP codes in the top 1,000 averaged 130.0 and 127.6 in the 274 Hispanic ZIP codes in the top 500.
 
Individuals Living below the Poverty Level The crime index for the 423 poverty-level ZIP codes in the top 1,000 averaged 174.6 and 175.0 in 232 such ZIP codes in the top 500.
 
Crime Rates in Top Tax Lien ZIP Codes
(US average = 100)
 
	 
	Crime Rate in Top 1,000
	Crime Rate in Top 500

	African-American ZIP Codes
	163.2
	160.9

	Hispanic ZIP Codes
	130.0
	127.6

	Poverty-Level ZIP Codes
	174.6
	175.0


 
 
Behavior Changes Resulting from IRS Enforcement
 
Being in the crosshairs of tax enforcement changes the behavior of most taxpayers. Many people hide (financially and, in some cases, physically) and choose not to perform up to their economic potential. The outcome is a lose-lose: 1) such individuals are locked in place and  incentified to seek unreported income and 2) the IRS is thwarted in upholding tax compliance and collecting tax revenues.[14] Other examples of the unintended consequences on taxpayer behavior include the following:
 
Changes Due to Wage Garnishments As mentioned above, wage garnishments discourages a taxpayer’s desire to obtain good paying jobs since much of their earnings will go to the IRS. In addition, it can jeopardize their current employment and ability to get a job as well as the incentive to obtain the job skills, training, and education for career advancement.
 
Changes Due to Tax Levies The most common response to IRS bank and financial account levies or even the threat of such actions is to withdraw all funds from such institutions.  In this manner, individuals are induced to join the underground economy where compensation and other transactions are done in cash and safe from the IRS. If the taxpayer owns a business, IRS can levy accounts receivable and direct customers to pay their invoices directly to the government thereby promoting unrecorded transactions.
 
Changes Due to Tax Liens Taxpayers with tax liens have lower credit ratings which inhibit the ability to borrow money to purchase a home or car or enter into large financial transactions or pay their back taxes. Having a tax lien can result in loss of employment and/or not being hired.
 
Ironically delayed IRS enforcement also hurts taxpayers. By the time taxpayers are informed of a problem, IRS penalties and interest have compounded the amount owed. For instance, tax debt more than doubles within five years. Furthermore, penalties and interest are not tax deductable which significantly increases the amount of income required to pay it off. According to Nina Olson, ”Over the years, the Office of the National Taxpayer Advocate has documented how the IRS has failed to effectively intervene early in the debt cycle, when the tax debt involves low dollars and correction could be rela tively easy. Thus leading to increasing accounts receivable on the IRS’s books, while taxpayers face staggering accruals of penalties and interest that impact their future compliance.”[15]
 
In minority and low income communities, IRS enforcement coupled with the above behavioral changes creates a vicious cycle that is difficult to reverse.  Once a taxpayer becomes a target for IRS collections, they become even less tax compliant which, in turn, evokes greater IRS enforcement. In aggregate, tax liens, garnishments, and levies create an environment and attitude that discourages struggling and marginalized members of society from trying to alter their circumstances. As the National Taxpayer Advocate states, this hurts the taxpayer, IRS, and country as a whole. 
 
Possible Explanations for Higher Minority Enforcement
 
For many low income taxpayers, the $100 or more to file a tax return can relegate it a distant second priority paying for rent, food, and other essential living expenses. They may think that the amount withheld from their paycheck fulfills their income tax obligation. Unfortunately, when the IRS fails to match earnings reported by their employer with a filed tax return, an automated examination process is triggered that leads to collection enforcement actions. This is true even if the taxpayer owes nothing and, in fact, may be due a refund.
 
While the above situation is common with minority and low income taxpayers, there are other reasons why such individuals find themselves in tax trouble.  These include: under withholding for any reason; not knowing what persons qualify as a dependent for tax purposes; not reporting some sources of income (perhaps just a few dollars of interest income); taking a distribution from a retirement plan; not retaining adequate records to document their tax deductions; phantom income from the forgiveness of credit card debt; incorrect tax advice; not complying with the provisions of the Earned Income Tax Credit; having a higher standard of living than their reported income would justify; and other situations that occur.
 
Once a taxpayer falls behind in their taxes, it is difficult to catch up—especially for one living paycheck to paycheck.  Assume for whatever reason a wage earner under withheld their taxes by $200 a month. Upon filing their tax return, an IRS bill for $2,400 ($200 times 12) would alert them to the problem. Correcting this, however, is harder than it may appear. The taxpayer must 1) increase their monthly withholding by $200 and 2) pay about $250 a month to the IRS to repay the $2,400 plus accumulated penalties and interest. Thus, the monthly $450 hit to their standard of living would require most wage earners to significantly reduce their spending.
 
Recommendations
 
The National Taxpayer Advocate proposes a new perspective on IRS enforcement objectives, “IRS collection policy should focus on two goals: (1) maximizing the likelihood of future tax compliance and (2) collecting as much of the past tax liability as feasible. Yet by ramping up its use of ‘hard core’ enforcement actions like liens and levies while reducing the availability of offers in compromise (OIC) to settle past debts on the condition of future tax compliance, the IRS ignores – and actually under mines – the goal of maximizing future tax compliance.”[16]
 
In recent and past reports to Congress, Ms. Olson cites specific steps for improving the IRS’s processes. The brief summaries of her recommendations recounted below fail to give full credit to her comprehensive work. The added topics (“Reform US Income Taxes”, “Foster IRS Tax Representation Skills,” and “Examine Apparent High IRS Minority Enforcement”) are ideas submitted by this researcher.


Macro Recommendations
 
Reform US Income Taxes Replace the current tax law labyrinth with a flat tax structure or taxes based on consumption (e.g., a valued added tax). This would be magnitudes easier for taxpayers to understand and observe as well as to a huge boon to economic growth and simplification of IRS monitoring and enforcement. However it would require Congress and the Executive branches of government to surrender a large source of their power to taxpayers.
 
Allocate More Funding to Taxpayer Services Tax compliance and collections depend on taxpayers first knowing what the tax laws are and how it applies to their situation. The National Taxpayer Advocate points out that continued emphasize on enforcement rather than education and service ultimately diminishes compliance and collections (also see footnote #2 and “Enforcement as a Blunt Instrument” above).[17] A common example is IRS’s inability to reliably answer taxpayer questions when they contact the agency.[18]
 
Restructure the IRS for Mission Creep The National Taxpayer Advocate cites the IRS’s additional responsibilities as further straining its capacity. [19]  These tasks are outside the agency’s traditional tax collection and administrative roles. However, since this is likely to continue, the agency’s basic structure needs to be evaluated and, where necessary, changed to accommodate the new reality.[20]
 
Foster IRS Tax Representation Skills The top 5% of taxpayers with Adjusted Gross Incomes of $200,000 or more have CPA’s and tax attorneys to defend them against IRS enforcement.  The next 45% of taxpayers with AGI’s of $40,000 to $200,000 typically look to tax preparers and Enrolled Agents for this service. The 50% of the populace with AGI’s less than $40,000 may lack the financial resources to hire anyone to help them. The unspoken truth is that most tax preparers and even the majority of Enrolled Agents prefer not to take on IRS representation cases.  Thus, about 95% of taxpayers who come under IRS enforcement lack access to professionals with extensive experience in tax defense. A solution could be to 1) offer more IRS services and education on this subject for taxpayers and tax professionals, 2) simplify the processes for navigating the tax defense process (also see “Support Existing IRS Safety-Valve Programs” below), or 3) do both.[21]


 
IRS Process Recommendations
 
Examine Apparent High IRS Minority Enforcement This study indentifies what appears to be above the norm IRS enforcement falling on minority and low income communities. The root cause of any disproportionate collection actions should be investigated and corrected as it is having very adverse unintended consequences on these segments of society.
 
Reform IRS Enforcement Processes The IRS’s interactions with taxpayers often fail to take into account real hardships and sincere efforts to comply with our nation’s tax laws. Numerous areas for improvement have been cited by the National Taxpayer Advocate.  These include but are not limited to: 1) notifying taxpayer sooner of deficiencies so as to limit penalties and interest[22]; 2) not filing tax liens on people who have little financial resources and/or are classified as Currently Not Collectable by the IRS[23]; 3) working with taxpayers with a history of compliance who have encountered personal challenges[24]; and 4) imposing levies even in cases of clear economic hardship because not all their past tax returns have been filed.[25]
 
Support Existing IRS Safety-Valve Programs Perhaps the most promising and least utilized IRS program for helping distressed taxpayers is offers in compromise (OIC).[26] At the beginning of this section Nina Olson refers to the potential benefits that full IRS support of OIC’s could provide. However, instead of allowing the IRS to collect what a taxpayer can pay and returning them to tax compliance, the agency’s reluctance to approve more legitimate settlement offers ends up hurting sincere applicants as well as tax revenues.[27] Similar to an OIC, Partial Payment Installment Plans permit taxpayers to settle their tax debt for less than the full amount. The applicant must document their inability to pay but, assuming they qualify, payments are made until the Ten-Year Statute of Limitations on tax collections expires. At that point their obligation is discharged regardless of the amount unpaid. This program holds more promise than the OIC because of reduced paperwork and processing but tax professional report that the IRS rarely approves qualified candidates. Both these and other safety-valve programs deserve greater backing by the IRS personnel.
 



[1] “We note that there appears to be an implicit assumption built into existing budget procedures and projections that raising tax compliance requires ramping up enforcement and that taxpayer service is less important – perhaps even unimportant – for compliance. We think this implicit assumption is wrong. As discussed above, we believe that taxpayer outreach and education are key components in improving tax compliance, and a failure to fund taxpayer services adequately will translate into lower tax collections.” National Taxpayer Advocate Report to Congress, June 30, 2010, pages 8-9

[2] “We have further demonstrated that the IRS’s policies fail to address the needs of low income taxpayers, and that its lien-filing policies are harming and will continue to harm taxpayers’ financial viability without strong evi dence that they promote future compliance with the tax laws or even bring in substantial revenue (in fact, the evidence points to the contrary).”  National Taxpayer Advocate Report to Congress, June 30, 2010, page viii

[3] Source: National Taxpayer Advocate Report to Congress, June 30, 2010, page vi

[4] Source: National Taxpayer Advocate Report to Congress, June 30, 2010, page 7

[5] “In FY [Fiscal Year] 2009, the IRS issued about 3.5 million levies. Yet, according to the IRS, in FY 2009 it collected only $2.3 billion attributable to levies, or $670 per levy issued.  This leads one to wonder whether we are issuing levies on accounts that are of low value, worthless, or no longer active.” National Taxpayer Advocate Report to Congress, June 30, 2010, page ix

[6] Source: IRS Data Book, annual editions 2002 through 2009

[7] Source: IRS Data Book, annual editions 2002 through 2009

[8] Source: IRS Data Book, annual editions 1999 through 2009

[9] For example, an individual with zero adjusted gross income is five times more likely to be examined by the IRS than a taxpayer reporting $100,000 to $200,000 in AGI. 2009 IRS Data Book
[10] Source: InfoUSA.com

[11] Source: US Census Bureau American FactFinder database

[12] Source: City Profiles Report on HomeFair.com

[13] Source: City Profiles Report on HomeFair.com

[14] “The IRS is failing to address the needs of taxpayers who are experiencing economic dif ficulties and has not revised collection policies that harm taxpayers, thereby undermin ing its goal of increasing voluntary compliance.”National Taxpayer Advocate Report to Congress, June 30, 2010, page vii

[15] Source: National Taxpayer Advocate Report to Congress, June 30, 2010, page vii

[16] Source: National Taxpayer Advocate Report to Congress, June 30, 2010, page viii
[17] As a follow-on projection to that in footnote #2, the National Taxpayer Advocate states, “On top of those projections, the Office of Management and Budget issued a memorandum in June 2010 directing the heads of all Executive Departments and Agencies to identify ‘low priority’ programs that constitute at least five percent of the agency’s discretionary budget. In the case of the IRS, the Enforcement appropriation accounts for nearly half of the IRS budget and likely will be spared from cuts. For that reason, the IRS in essence will have to identify additional cuts of nearly ten percent in Taxpayer Services and other programs to achieve an aggregate agency reduction of five percent. Taking these proposed reductions in combination, it is conceivable that spending for Taxpayer Services (as well as spending for other programs including technology) will be reduced by around 17.2 percent while Enforcement spending rises by 13.7 percent from FY 2011 through FY 2013.” National Taxpayer Advocate Report to Congress, June 30, 2010, page 8

[18] “The IRS’s current tax administration approach to improper payments utilizes policies and automation that minimize taxpayer contact and drive a “checklist” mentality in its employees, rather than encouraging the exercise of judgment and discretion. Thus, as demonstrated throughout this report, it is increasingly difficult for taxpayers whose circumstances do not fit into checklist parameters to find someone able to address their problems.” National Taxpayer Advocate Report to Congress, June 30, 2010, pages vi-vii

[19] “If this year’s report demonstrates anything, it is that the IRS is itself greatly taxed by the additional role it is increasingly playing in delivering social benefits and programs to the American public. In the last several years, the IRS has been tasked with administering billions of dollars to millions of taxpayers in Economic Stimulus Payments, Making Work Pay credits (including their interaction with Economic Recovery Payments), First-Time Homebuyer Credit payments, and Hybrid Car credit payments, to name just a few.” National Taxpayer Advocate Report to Congress, June 30, 2010, page v

[20] “So what can be done to address the significant challenges posed by the current budget and tax administration environment? First and foremost, we need to honestly acknowledge that the IRS no longer has a sole mission that involves tax compliance. As with tax administration agencies in many other countries, the IRS is increasingly viewed as able not only to collect taxes but also to administer payments or provisions that have more to do with economic or social benefit policies. The IRS’s mission statement should explicitly acknowledge its dual mission. Moreover, this dual mission should be reflected in the IRS’s budget structure and funding.” National Taxpayer Advocate Report to Congress, June 30, 2010, page vi

[21] The author of this study, Thomas M. Evans, is president and CEO of Tax Lifeboat, Inc. The company’s website,www.TaxLifeboat.com, offers automated solutions and related resources for taxpayers and tax professionals to resolve disputes with the IRS. TaxLifeboat’s systematic approach coupled with help desk support substantially reduces the cost of tax defense services while, at the same time, provides more tax solutions to better fit the taxpayer’s unique situation.

[22] “These data strongly suggest that simply communicating with taxpayers when a tax debt is first incurred is a very effective and inexpensive method of resolving the debt.” National Taxpayer Advocate Report to Congress, June 30, 2010, page x

[23] “TAS research studies have sufficiently demonstrated that current lien filing policies and practices actively and unnecessarily harm taxpayers. Particularly when the taxpayer is determined to be CNC [Currently Not Collectable] on the ground of economic hardship, there is not sound policy or revenue basis for automatically filing liens. Therefore, the National Taxpayer Advocate will be elevating Taxpayer Advocate Directive 2010-1 to the Commissioner of Internal Revenue.” National Taxpayer Advocate Report to Congress, June 30, 2010, page 16

[24] “By focusing on understanding the causes of the noncompliant behavior and curing that behavior, the IRS will protect the public fisc and inflict less harm on financially struggling taxpayers.” National Taxpayer Advocate Report to Congress, June 30, 2010, page x

[25] “The IRS should implement its promised changes to procedures for all economic hardship cases with unfiled returns, to make it clear that the accounts can be placed in CNC [Currently Not Collectable] hardship status. The National Taxpayer Advocate will continue to press the IRS for these changes and for additional training of IRS employees on this issue.” National Taxpayer Advocate Report to Congress, June 30, 2010, page 19

[26] “IRS initiatives to improve the Offer in Compromise program have not yet achieved tangible results in 2009. The Commissioner emphasized the need to go the ‘extra mile to help taxpayers, especially those who’ve done the right thing in the past and are facing unusual hardships.’ However, despite recent IRS initiatives to help taxpayers submit acceptable offers in compromise, such as a second review of home values and guidelines for offers from low income taxpayers, the number of OICs accepted has shown little improvement. Acceptances declined 72 percent from FY 2001 to FY 2009. This underutilization of the OIC program directly conflicts with both the IRS’s policy statement and Congress’s intent for the program. Although OIC receipts have continued to increase (up 11 percent year-to-date through May in FY 2010 over FY 2009), offer acceptances have declined by one percent to 24 percent of dispositions. Offer dispositions also have increased by 22 percent in FY 2010 with 97 percent of the increase in dispositions attributable to the Centralized Offer in Compromise (COIC) unit. Moreover, the number of OIC applications returned to taxpayers increased by 44 percent in FY 2010, with most of the increase attributable to COIC. The National Taxpayer Advocate is concerned that the COIC is automatically returning offers without having a conversation with the taxpayer.”National Taxpayer Advocate Report to Congress, June 30, 2010, page 20

[27] “Returned offers may harm taxpayers who submit otherwise acceptable offers. The National Taxpayer Advocate is particularly concerned about the large increase in returned offers because of the significant harm this action causes taxpayers. If the taxpayer submits a processable offer and it ends up being returned, the taxpayer loses his or her $150 OIC application fee and any partial payments, and does not receive any appeal rights to contest the return determination.” National Taxpayer Advocate Report to Congress, June 30, 2010, page 20

