Out For Money & Blood:
How to Bring a Whistleblower Case
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* The Whistleblower Program

* Filing a Claim

 Challenging an Award Decision
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Whistleblower

The IRS will pay money to people who blow the whistle on persons who falil
to pay the taxes they owe. If the IRS proceeds with an administrative or
judicial action, against a taxpayer, based on information provided by the
whistleblower, it can award up to 30% of the additional tax, penalty and
other amounts collected, including criminal fines and civil forfeitures, and
violations of reporting requirements.
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History of the Whistleblower Program

» 26 USC section 7623(a) has been used since March 1867. It allowed the Secretary of the Treasury
to pay amounts he deemed necessary “for detecting and bringing to trial and punishment
person guilty of violating the internal revenue laws or conniving at the same.”

» Before 2006 the only change since 1867 was in 1996 which allowed payments to be made “for
detecting underpayments of tax”.

» In 2006 the Tax Relief and Health Care Act of 2006 made a key change in the law adding section
7623(b). Changed program from “may pay” to “shall pay”. The new law states awards must be
at least 15 but not more than 30% of collected proceeds. The new law also added whistleblower
appeal rights.

> In 2018 the Bipartisan Budget Act defined proceeds, including some non-Title 26 proceeds.

> In 2019 the president signed the Taxpayer First Act into law which included changes involving the
notification process to whistleblowers and made protection available against whistleblower
retaliation.
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Claim Process

» The whistleblower must submit IRS Form 211 “Application for Award for Original Information” that
is signed and submitted under penalties of perjury.

» The Form 211 should contain the following:
1. A description of tax noncompliance including a written narrative explaining the issue

2. Information to support narrative such as location of assets, ledger sheets, receipts, bank
records, contracts, emails, copies of books and records.

3. Description of documents or supporting evidence not in whistleblower’s possession, and their
location.

4. Explanation of how whistleblower became aware of information.

5. Description of the whistleblowers present or former relationship to the subject of claim.

GREEN &
SKLARZ uic n



Department of the Treasury - Intemal Revenue Serice omB 15450409
Form 2131 Application for Award for Dote Clam recerved
(July 2018) Original Information i

Section A — Information About the Person or Business You Are Reporting

Listes [ | New or [] op 2. Last 4 Gigts of Taxpayer identincation
It 3 suppiemental Bst pre ¥ gnea ciam NUmDer(s) fe.g, SSN, ITIN, or EBD
3. Name of tanpayer (ncuse afases) and any tapay who he
4. Taxpayers aodress, Inciuding ZIP code 5. Taxpayer's Gate of DIrth of apProXImate age
6. Name and title and of IRS empioyee to whom vickation was Irst reported, If known

7. Aleged VIOEion Of TaX Law check ad mar anoy)

[ wncome Tax [J empioyment Tax [ estate s cm Tax [ TaxExempt Soncs

[[] employee Prans [[] covemmental Entities [[] Exempt Organizations [[] excise

[] omer paenmy)

8.D the Aleged \ State all p facts to the (Amach 2 ang Include afl SUREOrINY MONTAt0n in your
ang and Iocaton of any mot in your ) Expiain why you belleve the act described

m:mammm

9. Describe how you leamed about andior the that supp this ciaifm. (asacn sheet ¥ necged)

10. WNat is yOur reéationship fcurrent and formen 10 The 9 (< (payer(§)? Check all Mat apply. (Asach sheer F necded)
[0 cument Employee [0 Former Employee [0 attomey [ cea

|:| Relative/Family Member [] oOther

11. Do you s8Il maintain a with the y [] ves [] ~o

12 Ifyes to 11, your with the

13. Are you with any go or legal p ] g he @xpay [] ves [] ne

14. If yes to number 13, Expiain In detall. (amach sheer f neededy

15, mnmuwmwmmq.m; Y of the you have that supports your ciaim 3s to the amount owed
SOOKS, CTDTrS, FOCONTS, MECOPDIS, IaX FTIMS, OFfT). LASSCN Sheet I neoded

16. FHl In Tax Year (TY) and Dollar Amount ($). If known
TY 3 Ty s TY 5 TY 5 TY s

Section B — information About Yoursaelf

17. Name of Individual clalimant 18. Ciaimant's date of birth AADOYYYY) 19. Last 4 digits of Claimanfs SSN or ITIN

20. Are you currentty an IRS employee [ | Yes [ | No |21 Are you the ora of an IRS [] vyes[] No

22 Are you an IRS D YSD No | 23. Are you a3 Federal, State or Local Government empiloyee D \'GD No

24 of g Z3° code 25. Tesaphone NUIMDET dnciuding ama code)

26. Emal adkiress
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27. Dectaraton under Penally of Penury | deciare that | nave an panyIng and supporting documentason, and.
10 e best of my knowledge and belet, mnmmmm

%ww Date
e

Catalog Number 165715 WWW_I'S.gOV Form 211 (Rev. 7-2018)



Claims Issued, Open, and Closed 201 7-2019

I 2017 2018 2019

Claims Issued 11,946 12,286 11,394
Open Claims 28,197 29,198 25,314
Closed Claims 14,445 12,833 16,655

> In 2019 the whistleblower office closed 16,655 claims which was a 29.8% increase from 2018.
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What to Expect After a Claim is Mailed

» If the information is speculative, not credible, not
specific, the IRS will send the whistleblower a claim
rejection.

> If the IRS decides the claim should be further
investigated, it will be forwarded to a Subject Matter
Expert for review.

» An expert may or may not debrief the whistleblower
about the information submitted.

» On average, it is taking 5-7 years or longer to complete
the claim process.
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE

December 18, 2016
Whislleblowsr Ofilce

Claim Number

RE:.

Conlact Representat ve Number: §61-620-2139

{This is %01 2 talkfraa nuinke)

Contact Address: Internal Revetua Service
1673 N Rulon White Blvd, MS 411D
Ogden, UT 84404

Dear

We received your Farm 211 with the information you furnished and have assignad the above
claim number(s). Ve will evaluata the information you providad to determina If an investigstion 1s
warranted and an award is appfopriate. Please retain this natca for future reference.

1is necessary for you ko provida your cortact informaton in the avent we need additional
information regarding your claim or t3 gorduct an intanview

If vz initiate an investigation as a result of your infarmation, it is imponant fo understand that it
could take saveral years urtil final resolution of alt tax matters, This is especially trua if the
taxpayer exarclses all administrative and judicial appeal rights. In additicn, before wa car pay an
award, we must collect any additional taxas, penalties, or fines, assessad by reason of your
information. Collection action cotld alse take several years

Al tha conclusion of our review anchor irvestigation. we will only be abla to tall you whether o na
the inferaiicn you provided met our critetia for paying an award. Untorfunataly, we cannot lall
you spaciflc details about what ections we 1ok, If any. using the information you gave us. Internal
Revenue Code Section 6104 protects the tax information of sl taxpayers and pravants us Tom
making thesa distiosuras.

We will notity you as scen as al actions relaling o your claim have been complatad. Please note
that we will be sanding all carespondence fram this affice regarding this claim to you at tha
addrese vou provided. If you move or change the address o which you want correspandence
directed, you must inform this offics i1 wiliing of the change of adwivss. Failure to notify *his
office of a change of address ragarding itis claim couid result in you not feceiving time-sensitive
cornespandancs.

Additional Information about the whistisblower cladm pr can be found in Putlicaton 5251,
The Whistieblower Claim Process. Publieation 5251 tan be foune online at IRS.gov.
Sincerely,
15/ Layna Carver for

Josaph Habb. Program hanager
Whistlebiower Ofice, SPPA
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE

vt

Whistleblower Offica

Niater
Auygnst 17, 2019
Claim Vumber:

Coneact Numher:
(6C1) 6202140

Cantuct Addrcss:
[ntzina’ Rewenue Scivice
Wliuleblowar Offize / 101 /S 4110
1973 N Gulas Whete Bled
ladens, LI 34404

T .

We are writing to intorm you thar the taxpeyer referenced in wluim number listed above hes hegn
refered for an audit or examination. This does not mean that an audil er examination has heen or
will be vpened,

Towernai Kevenur Code (IR section 6103(K)(13) requices. that the Whistleblower O113ce previde
(his notice 10 o wwensr, IIRC 6103 generally limits the Whisteblower Oifice fiom providing
lurther juformation. 1Cis important to understand thal i could take sevecal years wnlil =
deternyinaiion can b2 reackied on 1his elaim. This otilication docs not mean the claim will reeeie
an awand.

Disclesure of the infdrmion contained in this letler 1 unw persen, except as wathorizey by LSC
Tel 26, may be a felony punishablz by a fine in any amount nor execed.ng $3,004, or
imprionment of not niers tham £ vears. o botl:, topether wilh [he costs of prosceution under 12¢,
721 Ma3(2).

Sincerely,
A Layne Cavver for

Joseph [lehh, Prasgram Managsr
Whisdeblower (xifice, SPPA
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Reqguesting an Update

» When calling the whistleblower office, they will only tell the
whistleblower if a claim is open or closed. They will not provide
information on whether an action was taken such as an audit, or
criminal investigation over the phone.

» The IRS will only provide claim information if they are responding
to a written request for a Status and Stage update or as part of
a determination letter. It must meet the following criteria:

1. Request must be in writing.

2. Whistleblower must have filed the Form 211.

3.The request must be made by the whistleblower’s agent with an
executed form 2848.

4. Must state the claim number.
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DEFARTMENT OF THE TREASURY
INTERNAL REYENUE SERVICE
WASHINGTON, D.C. 20224

WHIITLEBLOWER OFFICE

December 4, 2019

Re: Claim Nuinber(s):
Dear

We received your cormespondence dated October 16, 2019. Your claim is slill open and
under active consideration. We are unable {0 give ycu any specific information due to
{Section 6103 of the Internal Revenue Code) Federal Disclosure and privacy laws that
pratect tax informatian for all taxpayers.

If yau move or change the address o which you wani comespondence directed, you
must inform this office in writing of the change of address. Failure to notify this office of
a change of address regarding this claim could result in you not receiving time-sensitive
correspendenca,

Additional information about the whistleblower clalm process can be found In
Publication 5251, The Whislieblower Claim Process. Publication 5251 ¢an be found
online at IRS gov.

If you have further questions about your claim, please calB or wiite the Whistieblower
Office at the address below or calt 301-620-2169.

Intemal Revenue Service
Initial Cleim Evaluation Team, M/S 4110
1873 N. Rulon White Bivd.
Ogden, UT 84404
Thank you for your interest in compliance with the tax laws.
Sincerely,

fs! Layne Carver for

Joseph Hebb, Program Manager
Whistieblower Office, SPPA




Awards

»The IRS will pay an award of at least 15% but not more than 30% of
the proceeds collected attributable to the information submitted by
the whistleblower.

» Awards will be processed as either a 7623(b) award or a
discretionary 7623(a) award.

» To qualify for the IRC section 7623(b) award the information must
relate to a tax noncompliance matter in which the tax, penalties,
interest, additions to tax and additional proceeds in dispute exceed
$2,000,000 and relate to a taxpayer whose gross income exceeds
$200,000 for at least one of the tax years in question.

> If the submission does not meet criteria for IRC section 7623(b) than
the IRS will consider it for the discretionary program under IRS section
7623(a).
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Awards Paid 201 7-2019

I 2017 2018 2019

Total Claims Related to

Awards

Total Number of Awards 242 217 181
Total IRC 8§87623(b) 27 31 24
Awards

Total Amount of Awards $33,979,873 $312,207,590 $120,305,278
Proceeds Collected $190,583,750 $1,441,255,859 $616,733,127
Awards as % of proceeds 17.8% 21.7% 19.5%
collected

» In 2019 the IRS made 181 awards totaling $120,305,278 which is 19.5% of total amounts collected.
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Whistleblowers by Region
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Whistleblower Office

»In 2019 the whistleblower office staff comprised of 37 employees

»The whistleblower office will respond in writing to the address the
whistleblower provided.

»The office will notify the Whistleblower when a case they provided
information on has been referred for audit or examination.

»Since 2007 the whistleblower office made awards of $931.7 million based
on collection of $5.7 billion.
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Reasons for Closure

»The 4 most common reasons for closures were:
1. Rejected claims with non-credible or speculative allegation

2. Decided not to pursue claim due to quality of claim information, statue of
limitations is too short for enforcement action, or lack of credibility.

3. Issues below threshold for IRS action.

4. Claims denied due to the examination resulting in a no change.

»In 2019, nearly 51% of claims rejected due to allegations not being
specific, or credible.

GREEN &
SKLARZ iic



Challenging the Decision

« United States Tax Court has jurisdiction over challenges on whistleblower
awards under Rule 13(b)

 When petitioning the court, check “Notice of Determination under
Section 7623 Concerning Whistleblower Action”

* IRS has discretion on which claims it pursues, and you don’t get paid if it
doesn’t collect any proceeds
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Cline vs Commissioner (3/167/20)

P filed two whistleblower claims with the Whistleblower Office (“WQO”) of the Internal
Revenue Service (“IRS”).

* The first claim alleged that a taxpayer failed to report income for 2012 and 2013. It was
denied by the WO because the information provided did not result in the collection of
any proceeds by the IRS.

 The second claim alleged that a taxpayer fraudulently failed to report income from
business activity for 2016 and possibly also for other years. It was rejected by the WO for
failing to provide specific and credible information regarding tax underpayments or
violations of internal revenue laws.

* Held: The WO did not abuse its discretion when it denied P’s first claim and rejected P’s
second claim.
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Lewis vs. Commissioner (4/8/2020)

* R determined P is entitled to a whistleblower award under I.R.C. sec. 7623.

» P argues that R abused his discretion in the computation of his award by excluding reported,
paid tax from the collected proceeds and by determining that there was no possibility of future
proceeds relating to the deceased target taxpayer’s estate.

* P also argues that R abused his discretion by reducing his award pursuant to the budget
sequester provisions of the Budget Control Act of 2011

* Held: The amendments to I.LR.C. sec. 7623 in the Bipartisan Budget Act of 2018, Pub. L. No. 115-
123, sec. 41108(a), 132 Stat. at 158, apply to the determinations of the Whistleblower Office (WO)
until the whistleblower award can no longer be further challenged in court or elsewhere.

» Held, further, the WBO did not abuse its discretion when it determined that the sequestration
provisions in effect for the year of payment would apply to P’s whistleblower award.
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IRS Final Authority Over Tax Due

Apruzzese v. Commissioner, T.C., No. 12151-17W, 10/21/19

» Two whistleblowers claimed that an estate omitted and undervalued assets on federal estate and gift tax returns.

» Based on the whistleblowers’ information, the IRS examined several tax returns and adjusted the tax due on the
estate tax and gift tax returns. It assessed tax and interest of $424,019.

» The whistleblower office issued a preliminary award of $43,424 to each claimant.

» The whistleblower disagreed with the proposed award. He essentially argued that the tax due should have been
higher and resulted in a higher award. The whistleblower office disagreed and the award remained the same.

* One of the whistleblowers filed a petition in Tax Court and argued that the tax adjustments were too low and was
seeking to have the court to recalculate the tax or order the IRS to re-examine the taxpayer.

» The Tax Court ruled that while the court had jurisdiction to review the award determination, it did not have the
authority to review the underlying determinations regarding the alleged tax liability and granted the government’s
motion for summary judgment.
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