DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, DC 20224

INDEPENDENT OFFICE
OF APPEALS

April 22, 2026

Control No. AP-08-0426-0013
Expiration Date: 04/22/2028
Affected IRMs: See below

MEMORANDUM FOR DIRECTOR, CASE SUPPORT
DIRECTOR, COLLECTION APPEALS

FROM: Steven M. Martin /s/ Steven M. Martin
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SUBJECT: Collection Due Process (CDP) Bankruptcy Suspense Procedures

This memorandum issues guidance on procedures for suspending CDP or equivalent
hearing (EH) cases with open bankruptcy estates until affected IRMs are published.
Please distribute this information to all impacted employees within your organization.

Purpose: To update the procedures for reporting a CDP/EH case as premature when a
bankruptcy petition is filed. This process affects Account & Processing Support (APS),
Appeals Technical Employees (ATEs), and Appeals Team Managers (ATMs).

Background/Source(s) of Authority: Federal bankruptcy statutes provide petitioners
with an automatic stay of enforced collection action from creditors. This stay prohibits
the IRS from proceeding with collection action against a taxpayer while the bankruptcy
estate is open. Historically, the Independent Office of Appeals (Appeals) has suspended
CDP hearings during the pendency of bankruptcy proceedings to avoid rendering a
decision that would violate the automatic stay or infringe upon the bankruptcy court’s
authority to resolve matters before the court. These suspended cases would remain in
the assigned Appeals Officer’s (AO’s) inventory.

Procedural Change: An open CDP/EH hearing can be closed as a premature referral
after an AO identifies and confirms a bankruptcy petition was filed. Because Appeals
cannot statutorily release jurisdiction over an open CDP/EH hearing, the AO will close
the case as a premature referral while Appeals keeps jurisdiction. The Small
Business/Self-Employed (SB/SE) Insolvency unit will submit a monthly report to
Appeals, which will be used to determine if the automatic stay has been lifted via
dismissal/discharge. Upon verifying the stay has been lifted, a new CDP/EH case will be
created and assigned to an AO to resume the hearing. The specific changes for APS,
ATEs, and ATMs are included in the attachment.



WARNING: Not every CDP/EH case with an open bankruptcy will qualify to use these
new procedures. Exceptions will exist for community property states, joint bankruptcies
when only one spouse files bankruptcy, etc.

Affected IRMs: 8.7.6, 8.20.13, 8.20.14, 8.20.16, and 8.22.6.

Effect on Other Documents: This guidance may be incorporated into the affected
IRMs within two years from the date of this memorandum. It may also be modified or
superseded.

Effective Date: This guidance is effective as of the date of this memorandum.
Contact: Appeals employees should follow existing procedures to elevate questions
through their management chain and follow established procedures on How to
Contact an Analyst.

Attachment

CC: WWW.irs.gov
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8.7.6.2.6.3 (MM-DD-YYYY)
Appeals Jurisdiction
Add (2)

(2) When a taxpayer has an open Collection Due Process (CDP)/Equivalent Hearing
(EH) case and files a bankruptcy petition, the CDP/EH case can be closed as a
premature referral while Appeals keeps jurisdiction. See IRM 8.7.6.3, Collection Due
Process Cases.

8.7.6.3 (MM-DD-YYYY)
Collection Due Process Cases
Updated (2), removed 15t bullet, updated b) and c), and updated (4).

(2) A bankruptcy automatic stay prevents Appeals from continuing a CDP/EH. If a
taxpayer has an open CDP/EH and files a bankruptcy petition, the CDP/EH can be
closed as premature while Appeals keeps jurisdiction. See IRM 8.7.6.3.4, Bankruptcy,
CDP/EH - Premature Referral Closing Procedures, for more information.

b) Close the CDP/EH as premature while Appeals keeps jurisdiction. See IRM 8.22.6.8,
Bankruptcy.

c) Insolvency will submit a monthly report to Appeals, which will be used to determine if
the automatic stay has been lifted.

(4) Joint CDP/EH with one spouse filing bankruptcy. \When a married couple jointly
requests a CDP/EH hearing, and only one of the spouses has filed a petition with the
bankruptcy court, the CDP/EH hearing for the debtor spouse is closed as a premature
referral while Appeals keeps jurisdiction. See IRM 8.7.6.3.3, Bankruptcy Petition Filed
After a Request for a CDP/EH, for more information. Based on certain circumstances,
Appeals may decide to move forward with the CDP/EH hearing with respect to the non-
debtor spouse. If the non-debtor spouse has a joint liability with the debtor, Master File
Tax (MFT) 31 mirroring is needed to reflect the separate activity on each spouse's
account (i.e., non-debtor spouse's CDP hearing and the debtor's bankruptcy
proceeding). Appeals should request IRS mirror the account on IDRS, which
accommodates Appeals' decision to conduct the non-debtor spouse's hearing without
waiting for the resolution of the debtor's bankruptcy. Appeals will contact CIO to request
MFT 31 mirroring.

8.7.6.3.1 (MM-DD-YYYY)
Verification of the Bankruptcy Filing
Updated (6)

(6) In all CDP and EH cases, advise the taxpayer that Appeals keeps jurisdiction, but
is closing the CDP/EH as a premature referral until the automatic stay is lifted, or the
amount and collection of the tax liabilities raised in the hearing are resolved by
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bankruptcy. See IRM 8.7.6.3.5, Reactivating a Closed CDP/EH Premature Referral
Case.

8.7.6.3.2 (MM-DD-YYYY)

Bankruptcy Filing Before a CDP/EH Closing Letter is Issued

Changed title, updated (2), deleted (4) and (5).

(2) Check IDRS for the TC 520 bankruptcy codes on TXMODA prior to issuing a Notice
of Determination or a Decision Letter. A bankruptcy filing may have occurred after the
CDP/EH hearing, but prior to the case being closed. A Notice of Determination or
Decision Letter should not be issued while a bankruptcy case is pending, and the
automatic stay is in effect. The taxpayer may voluntarily withdraw the CDP/EH, but do
not coerce the taxpayer into doing so. If the taxpayer does not withdraw the CDP/EH,
see IRM 8.7.6.3.3, Bankruptcy Petition Filed After a Request for a CDP/EH. If a Notice
of Determination is issued, it cannot be rescinded. Contact Counsel if a Notice of
Determination or a Decision Letter is issued when the automatic stay is in effect.

8.7.6.3.3 (MM-DD-YYYY) (new)

Bankruptcy Petition Filed After a Request for a CDP/EH

(1) When an ATE identifies and confirms a bankruptcy petition was filed while there is
an open CDP/EH case, the ATE can close the CDP/EH Appeal Number as a premature
referral. See IRM 8.7.6.3.4, Bankruptcy, CDP/EH - Premature Referral Closing
Procedures, and IRM 8.20.16.7.10.1, Bankruptcy Filing During CDP and EH —
Premature Referral Closing Procedures, for additional information.

Note: When a married couple requests a joint EH, and only one spouse files a
bankruptcy petition, the CSED continues to run for the non-debtor spouse. The ATE
needs to consider the CSED before reporting the EH as premature. The ATE should
consult with Counsel. See IRM 8.7.6.3.8, CDP/EH Hearings When a Non-CDP Spouse
is in Bankruptcy in a Community Property State, and IRM 8.7.6.3.9, When Only One
Spouse Files an Individual Chapter 11 or 13 Bankruptcy.

(2) A new CDP/EH case will be opened when the automatic stay is lifted. See IRM
8.7.6.3.5, Reactivating a Closed CDP/EH Premature Referral Case.

8.7.6.3.4 (MM-DD-YYYY) (new)
Bankruptcy, CDP/EH - Premature Referral Closing Procedures

(1) When an ATE identifies and confirms a bankruptcy petition was filed with an open
CDP/EH request, the ATE can close the CDP/EH case as a premature referral while
Appeals keeps jurisdiction. A new CDP/EH case will be created after the automatic stay
has been lifted. See IRM 8.7.6.3.7, Resuming the CDP/EH Process When the
Automatic Stay Has Lifted.

(2) To close the CDP/EH as a premature referral, the ATE will:
e Remove the case from suspense (as applicable)
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e Create the closing documents to process the CDP/EH case as a premature
referral while Appeals keeps jurisdiction over the CDP/EH case

e Closing notes will include the statement, “The closure is due to an open

bankruptcy petition”

Include the docket number, bankruptcy chapter, and filing location

Instruct APS not to remove the TC 520 cc 76/77 or CDP/EH TC 971 codes

Instruct APS to not close the IDRS control base

For Field-sourced cases, in the “route case to” field, the AO writes “Insolvency

Notification”

e For Automated Collection System (ACS)-sourced cases, instruct APS to input
“Insolvency Notification in the APS Notes

e Ensure the complete administrative file is digitally attached to the Appeals Case
Managemeny System (ACMS) Appeal Number; this may include moving
documents from Appeals Centralized Database System (ACDS) or scanning a
paper file

e Obtain Appeals Team Manager (ATM) approval

e |Issue a letter to the taxpayer/power of attorney (POA) informing them Appeals
keeps jurisdiction over the CDP/EH case that is reported as premature. Appeals
will open a new CDP/EH case upon the automatic stay being lifted to resume the
hearing.

e Forward the case to APS for processing

(3) APS will:
e For Field-sourced cases, ensure "Insolvency Notification" is included in the "route
case to"
e For ACS-sourced cases, edit the APS Notes section to include “Insolvency
Notification”

e Close the Appeal Number on ACMS

(4) Additional instructions for APS:
e Do not forward the closing documents (Printable View/E-5402) to the originator
e Do not remove the TC 520 cc 76/77 or CDP/EH TC 971 codes
e Do not close the IDRS control base

(5) ATM will verify the administrative file is digitally attached to ACMS

(6) Once a month, the applicable APS Technical Advisor (TA) will run a report
identifying cases closed under these procedures and will email a case list to *SBSE
Field Insolvency with a copy to the Collection Appeals Tax Law Specialist (TLS).

(7) When the bankruptcy stay is lifted, a new Appeal Number will be carded in. See IRM
8.20.14.6.5.1.4, Bankruptcy Suspense Case Carding, for more information.

(8) The SB/SE Insolvency unit will:
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e Upon notification, enter a classification (EXM APPEAL [NO] — CDP CASES) on
AIS to note the pending CDP/EH
e The classification will not prevent the closure of cases on AIS

Note: Monthly, run a designed BOE report (or equivalent) and forward the report to the
Collection Appeals TLS or designated TA for review.

8.7.6.3.5 (MM-DD-YYYY)
Reactivating a Closed CDP/EH Premature Referral Case
Updated title, input a new (1) and Note, deleted the prior (1), (2), and (4).

(1) After Appeals determines the automatic stay has been lifted, Collection Appeals
Area TA (or designee) will complete, and submit, an Appeals Electronic Case Receipt
(AECR) request for APS to create a new ACMS Appeal number. The AECR request
must include instructions to retrieve and upload the digitized administrative files from the
prior CDP/EH Appeals number that was closed as premature. See 8.20.14.6.5.1 .4,
Bankruptcy Suspense Case Carding.

Note: Review IDRS before reopening a case to ensure the TC 520s for bankruptcy
have been reversed. There are scenarios which would result in a delay of the reversal
of the TC 520 after dismissal or discharge. Mirroring can add an additional 6-8 weeks
after the date for discharge or dismissal. There are also scenarios primarily with
Chapter 7A cases in which a discharge is granted, and Insolvency needs to retain the
case awaiting the Trustee to finish liquidating assets and making final payments to
creditors including the IRS.

8.7.6.3.7 (MM-DD-YYYY)
Resuming the CDP Process When the Automatic Stay Has Lifted
Updated (1) added (2)

(1) Insolvency will submit a monthly report to Appeals. Appeals will determine if the
automatic stay is lifted. See IRM 8.7.6.3.5, Reactivating a Closed CDP/EH Premature
Referral Case. APS will create a new case on ACMS. See IRM 8.20.14.6.5.1.4,
Bankruptcy Suspense Case Carding. The ATE must complete and document in the
CAR that the legal and administrative (L&A) review of this new case was conducted.
This includes the ATE reviewing Public Access to Court Electronic Records (PACER) to
independently verify if the stay has been lifted.

(2) ATE can then contact the taxpayer and continue the CDP/EH process.

Reminder: Confirmation of a plan does not lift the automatic stay in individual Chapter
11 cases filed on or after October 17, 2005, or in Chapter 12 or Chapter 13 cases
regardless of the date the bankruptcy was filed.

8.7.6.3.8 (MM-DD-YYYY)
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CDP/EH Hearings When a Non-CDP Spouse is in Bankruptcy in a Community
Property State
Updated (4) and (5).

(4) Consistent with Appeals procedures for Chapter 11 and 13 individual taxpayers in
bankruptcy, ATEs will likewise close the CDP/EH as being premature while Appeals
keeps jurisdiction for a non-debtor taxpayer until the spouse’s bankruptcy plan has been
confirmed. Upon confirmation, the ATE can then determine what portion of the
taxpayer’'s assets was included in the post-confirmation bankruptcy estate and to what
extent the plan resolves all the tax issues.

(5) If the confirmation of the plan does not resolve all the CDP/EH issues, then the case
will remain closed as a premature referral while Appeals keeps jurisdiction until the
earliest of the completion of all payments and conditions listed under the plan, and the
entry of the discharge order or the entry of an order of dismissal. Consult with Counsel if
complex issues arise due to specific facts of each individual case.

8.7.6.3.9 (MM-DD-YYYY)
When Only One Spouse Files an Individual Chapter 11 or 13 Bankruptcy
Added new (1), updated (2) and table.

(1) The ATE must consider the CSED that continues to run on the non-debtor spouse
who requested a joint EH. The ATE/ATM will have to consider the CSED before a non-
debtor EH case is closed as a premature referral. Although an EH may be held for the
non-debtor spouse, the ATE should consider reporting the EH as premature (if
appropriate).

(2) The following are examples of how to proceed with the CDP/EH process when
certain spouses request a CDP/EH hearing, and a bankruptcy has been filed by one or
both spouses. ATEs should proceed with caution in these circumstances and consult
with Counsel if legal issues arise. The following examples are a general guide, and a
determination must be made based on the facts and circumstances of each case. For
individual Chapter 7 filings, the hearing should generally be closed as premature while
Appeals keeps jurisdiction until the automatic stay terminates. For individual Chapter 11
or 13 filings, see below.

Joint or |CDP/EH Bankruptcy |[Community |Determination
Single |Requested |Filed by One [Property

Filed by One or |or Both State

Return [Both Parties |Parties
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Joint

Both

One

No

Close the hearing as premature,
while Appeals keeps jurisdiction,
until the stay is terminated for the
debtor spouse or upon
confirmation of the debtor
spouse's plan. Each case will
present its own unique facts and
circumstances. Consult with
Counsel when appropriate.

Joint

Both

One

Yes

Close the case as premature,
Appeals keeps jurisdiction (for
both spouses) until the automatic
stay terminates.

Joint

Both

Both

No

Close the case as premature,
Appeals keeps jurisdiction until
the automatic stay terminates.

Joint

One Spouse

Other Spouse

No

Close the case as premature,
Appeals keeps jurisdiction until
the automatic stay terminates.

Joint

One Spouse

Other Spouse

Yes

Close the case as premature,
Appeals keeps jurisdiction for the
CDP taxpayer until the automatic
stay terminates.

Joint

One Spouse

Same Spouse

No

Close the case as premature,
Appeals keeps jurisdiction until
the automatic stay terminates.

Joint

One Spouse

Same Spouse

Yes

Close the case as premature,
Appeals keeps jurisdiction until
the automatic stay terminates.
The non-CDP non-bankrupt
spouse's community property
assets will be a part of the
bankruptcy estate but will have no
bearing on the CDP process.
Confer with Counsel if
circumstances warrant.

Single

Single Filer

Spouse

Yes

Close the case as premature,
Appeals keeps jurisdiction for the
taxpayer who requested the CDP

hearing.

8.7.6.4.1 (MM-DD-YYYY)
Offer in Compromise During and After a Bankruptcy
Updated (4).
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(4) If a taxpayer files an OIC in a CDP or EH hearing and subsequently files bankruptcy:
1. Return the offer to the taxpayer.
2. Close the CDP/EH hearing as premature while Appeals keeps jurisdiction. See
IRM 8.7.6.3.4, Bankruptcy, CDP/EH — Premature Referral Closing Procedures.

8.20.13.3.5 (MM-DD-YYYY)
Taxpayer Request Date
Revised (1) a.

(1) For non-docketed cases:

a. CDP cases: The taxpayer request date can be found on Form 14461, Transmittal
of CDP/Equivalent Request Hearing, for field CDP cases on page 2 (the 4th
column) or on Form 12153-B, Referral Request for CDP Hearing from ACS
Support, box 4, for Automated Collection System (ACS) cases.

Exception: For new CDP/EH cases that are carded in after a prior CDP/EH was closed
as a premature referral, because the taxpayer filed a bankruptcy petition. The new
CDP/EH request date will be the date Appeals Electronic Case Receipt (AECR) is
loaded with the request to create a new CDP/EH case. The original CDP/EH request
date remains the date shown on Form 14461 or Form 12153-B. See IRM
8.20.14.6.5.1.4, Bankruptcy Suspense Case Carding, for more information.

Type DPLN = Timely CDP Lien

Type DPLV = Timely CDP Levy

Type DPL2 = Timely CDP Lien and Levy
Type EHLN = EH Lien

Type EHLV = EH Levy

Type EHBO = EH Lien and Levy

The remaining bullets (b through f) are unchanged.

8.20.14.6.5.1 (MM-DD-YYYY)
CDP/EH Cases With Special Carding Requirements
Updated (1).

(1) Some CDP or EH cases require special entries when they are carded. The following
types of CDP/EH cases require special entries:

e Son of Boss (SOB) cases

e Rapid Response Appeal Process (RRAP) cases

e Limited Liability Corporation (LLC) cases

e Bankruptcy suspense cases

8.20.14.6.5.1.4 (MM-DD-YYYY) (new)
Bankruptcy Suspense Case Carding
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(1) When an ATE identifies and confirms a bankruptcy petition was filed, and there is an
open CDP/EH request, the ATE can close the Appeal Number as a premature referral
while Appeals keeps jurisdiction. See IRM 8.20.16.7.10.1, Bankruptcy Filing During
CDP and EH - Premature Referral Closing Procedures, for additional information.

(2) When the bankruptcy stay is lifted, the previous Appeal Number will not be
reopened. Instead, the applicable area Technical Advisor (TA) will prepare a form to
request a new CDP/EH Appeal Number be created on ACMS and attach it, and the
original administrative file, to the Appeals Electronic Case Receipt (AECR) site.

(3) APS will:

e Card in a new case using the AECR information and request form along with any
necessary data from prior CDP/EH case that was closed as premature

e Enter the taxpayer request date with the same date AECR was loaded to request
a new Appeals Number; this date will be included on the request form

e Attach the original administrative file to the new Appeals case

¢ Route the case to the Collection Appeals Area based on existing CDP routing
criteria

e Treat the original CDP/EH request date as the date shown on Form 14461 or
Form 12153-B

o Verify the prior IDRS control base should have remained open

(4) Additional instructions for APS:
e Do notinputanew TC 520 cc 76/77 or a new CDP/EH TC 971 action code solely
because a new Appeal Number is created after bankruptcy suspense; retain the
original TCs

8.20.16.7.10.1 (MM-DD-YYYY) (new)
Bankruptcy Filing During CDP and EH - Premature Referral Closing Procedures

(1) When an ATE identifies and confirms that a bankruptcy petition was filed with an
open CDP/EH request, the automatic stay precludes, in most cases, the
commencement or continuation of a judicial or administrative proceeding. Appeals can
close the CDP/EH as a premature referral while Appeals keeps jurisdiction.

(2) The closing notes will:
¢ Indicate the closure is due to an open bankruptcy petition
¢ Include the docket number, bankruptcy chapter, and filing location
e Instruct APS not to remove the TC 520 cc 76/77 or CDP/EH TC 971 codes, and
not to close the IDRS control base
e For Field-sourced cases, include "Insolvency Notification" in the "route case to"
field
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e For ACS-sourced cases, include APS instructions to update the APS Note
section to include “Insolvency Notification”

(3) APS will:
e For Field-sourced cases, ensure "Insolvency Notification" is included in the "route
case to"
e For ACS-sourced case, edit the APS Notes section to include “Insolvency
Notification”

e Close the Appeal Number on ACMS

(4) Additional instructions for APS:
e Do not forward the closing documents (Printable View/E-5402) to the originator
e Do not remove the TC 520 cc 76/77 or CDP/EH TC 971 codes
e Do not close the IDRS control base

(5) Once a month, the applicable APS Technical Advisor will run a report identifying
cases closed under these procedures and will email a case list to *SBSE Field
Insolvency with a copy to the Collection Appeals Tax Law Specialist.

(6) When the bankruptcy stay is lifted, a new Appeal Number will be carded in. See IRM
8.20.14.6.5.1.4, Bankruptcy Suspense Case Carding, for more information.

8.22.6.8 (MM-DD-YYYY)
Bankruptcy
Updated (1), (3), and (4), added new (2), and renumbered subsequent paragraphs.

(1) If a taxpayer files bankruptcy after requesting a CDP or EH hearing, do not issue a
Notice of Determination or Decision Letter. Do not request a Form 12256 or Form
12257. The taxpayer may voluntarily withdraw the CDP/EH, but do not coerce the
taxpayer into doing so. There are certain actions that should be taken on CDP/EH
cases with bankruptcy proceedings which do not violate the automatic stay. See IRM
8.7.6.3, Collection Due Process Cases.

(2) Close the CDP/EH case as premature, but Appeals keeps jurisdiction until the
automatic stay terminates and takes the following additional actions:

a. Remove the case from suspense, if applicable.

b. Create closing documents to process the case as a premature referral. Closing
notes should reference that the closure is due to an open bankruptcy petition and
include the docket number, chapter and locale, and instructions for APS to not
remove the TC520 CC76/77 or CDP/EH 971 codes, and not to close the IDRS
control base.

c. For Field-sourced cases, AO will write “Insolvency Notification” in the “route case
to” field.

d. For ACS-sourced cases, AO will provide instructions for APS to edit the APS
Notes section to include “Insolvency Notification”
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e. ATE/ATM must ensure the complete administrative file is digitally attached to the
ACMS Appeal Number. This may include moving documents from ACDS or
scanning the OIC file if it is in a non-electronic format.

f. Obtain ATM approval.

g. SB/SE Insolvency will submit a monthly report to Collection Appeals. Appeals will
use this report to determine if the automatic stay has been lifted for a new
CDP/EH case to be created.

h. Issue a letter to the taxpayer/power of attorney (POA) informing them Appeals
keeps jurisdiction, but the CDP/EH case is closed as a premature referral while
the bankruptcy is open, and until the automatic stay is lifted. Appeals will open a
new CDP/EH and continue the hearing after the automatic stay is lifted.

i. Forward the case to APS for processing.

(3) If there is an open OIC related to the CDP/EH, close the OIC as a return using the
Premature Referral closing code. Send a standalone Letter 5010, Collection Due
Process Offer in Compromise Bankruptcy Return, to convey the OIC disposition to the
taxpayer.

Note: Notate on the Printable View/E-5402 that the letter was sent to the taxpayer
returning the OIC and to reassign the OIC back to "Collection AO" in Automated Offer in
Compromise (AOIC).

(4) During the bankruptcy proceeding, Insolvency will submit a monthly report to the
Collection Appeals Tax Law Specialist or designated Technical Advisor for review. After
Appeals determines the automatic stay has been lifted, a new CDP/EH case can be
created to continue the CDP/EH hearing. See IRM 8.20.14.6.5.1.4, Bankruptcy
Suspense Case Carding.

(5) The CDP/EH will then be assigned as a new case with a new Appeals Number. The
ATE must complete and document in the Case Action Record (CAR) that the legal and
administrative review of this new case was conducted. This includes reviewing Public
Access to Court Electronic Records (PACER) to independently verify if the stay has
been lifted.





