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Purpose

This Notice replaces Chief Counsel Notice 2009-18, Procedures for the Payment of
Awards of Litigation or Administrative Costs under Section 7430 (June 16, 2009), which
updated the procedures to follow when a taxpayer is awarded litigation or administrative
costs under I.R.C. § 7430, including awards made pursuant to a settlement. This Notice
updates the policy of preferring payment by paper check to preferring payment by
electronic funds transfer in keeping with Title 31’s directive for payment by electronic
funds transfer. The relevant UIL is 7430.00-00.

Background

Section 7430 provides that in any administrative or court proceeding that is brought by
or against the United States in connection with the determination, collection or refund of
any tax, interest or penalty under Title 26, if certain requirements are satisfied, the
prevailing party (other than the United States or any creditor of the taxpayer) may be
awarded reasonable administrative costs incurred in connection with an administrative
proceeding within the Internal Revenue Service or reasonable litigation costs incurred in
connection with a court proceeding. Section 7430(d) provides for payments of awards
of administrative and litigation costs out of funds appropriated under 31 U.S.C. § 1304,
the General Judgment Fund. The General Judgment Fund is administered by the
Judgment Fund Branch, which is a part of the Department of the Treasury Bureau of the
Fiscal Service (BFS).

Current Procedure

The current procedures for submitting attorney fee awards for processing and payment
are set forth in CCDM 35.10.1.1.3.2, Payment of Litigation and Administrative Costs
(12-21-2023). CCDM 35.10.1.1.3.2(4) provides that the policy and practice of the Office
of Chief Counsel is to have the payment of such awards be made by paper check
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issued by the Judgment Fund Branch in the name of the taxpayer, not the taxpayer’'s
representative. The award check is mailed to the attention of the field attorney to whom
the case is assigned at the appropriate office address. The field attorney is responsible
for mailing the award check to the taxpayer’s representative. There is a limited
exception that payments will be made by paper check in the name of the taxpayer’'s
representative when representation was undertaken on a pro bono basis. This
procedure is to avoid Office of Chief Counsel involvement in fee disputes between the
taxpayer and the taxpayer’s representative.

Updated Procedure

Effective June 1, 2020, BFS updated its regulations with respect to Federal payments
made by an agency so that 31 C.F.R. § 208.3 now states “[s]ubject to [31 C.F.R.]

§ 208.4, and notwithstanding any other provision of law, all Federal payments made by
an agency shall be made by electronic funds transfer.”! Treasury’s preference for
electronic funds transfers reflects that they are faster, less expensive, and safer than
paper checks and is consistent with Treasury’s commitment to reducing check
payments. See Management of Federal Agency Disbursements, 89 Fed. Reg. 12955-
01 (Feb. 21, 2024).

On March 25, 2025, President Donald J. Trump signed Executive Order 14247,
Modernizing Payments To and From America’s Bank Account, 90 Fed. Reg. 14001
(March 25, 2025), which promotes “operational efficiency by mandating the transition to
electronic payments for all Federal disbursements and receipts by digitizing payments
to the extent permissible under applicable law.” The Executive Order provides that the
Secretary of the Treasury shall cease issuing paper checks except in limited
circumstances by September 30, 2025. Recognized exceptions include individuals who
do not have access to banking systems or electronic payment systems, emergency
payments where electronic disbursement would cause undue hardship as contemplated
in 31 C.F.R. Part 208, and other circumstances determined by the Secretary of the
Treasury as reflected in regulations and other guidance.

Effective immediately, when an award of litigation or administrative costs under section
7430 is made in a Tax Court case, either as the result of litigation or settlement of the
issue, the field attorney to whom the case is assigned must gather the information
necessary to complete the Award Data Sheet. The Award Data Sheet will be used by
the Associate Chief Counsel (Procedure and Administration), Branch 5, Branch Chief,
or his or her designee, to submit the request for payment to BFS. To assist in gathering
the necessary information, please forward either the “Represented Taxpayer Form For
the Payment of Award Under Section 7430” or “Pro Se Form For the Payment of Award
Under Section 7430” to either the taxpayer’s representative or the taxpayer as

' While payments under the Internal Revenue Code of 1986 are carved out from this requirement, the
Office of Chief Counsel for BFS has determined that payments related to section 7430 are made under
Title 31, and therefore not covered by that carve out language.
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appropriate. The Associate Chief Counsel (P&A), Branch 5 attorney to whom the
coordination is assigned will provide the appropriate form to the assigned field attorney.
The form must be completed and returned to the Associate Chief Counsel (P&A),
Branch 5, Branch Chief, before payment may be processed.

In every case there is a “Person Entitled to Payment” or “PEP” and a “Payee.” Section 1
of either form seeks the name(s), address, and taxpayer identification number of the
PEP. The PEP is the individual or entity that is legally entitled to the award. Because
section 7430(a) provides that the prevailing party be awarded the judgment or
settlement, the PEP will usually be the petitioner(s). The only exception to the
petitioner(s) being the PEP is if representation was provided on a pro bono basis. In
cases where representation was provided on a pro bono basis, section 7430(c)(3)(B)
requires that the award be paid to the individual providing representation or that
individual’'s employer. BFS will only recognize pro bono representation if it is explicitly
reflected in the entered Decision. Rev. Proc. 2016-17 provides that fees will generally
be paid to the individual providing representation on a pro bono basis, unless the
individual providing representation specifically instructs the Service in writing to pay the
fee to their employer. For services provided by an employee of a pro bono clinic or
organization, or a student affiliated with a pro bono clinic or organization, the PEP will
be the clinic or organization. If an individual provides services in affiliation with a pro
bono clinic or organization, but is not an employee of the clinic or organization, then the
fee award will be paid to the clinic or organization.

Section 2 of both forms seeks the Financial Institution Information of the Payee. The
Payee is the individual or entity that will be directly receiving the funds. In continuing
our policy to not get involved in fee disputes between taxpayers and their counsel, we
anticipate that the “Payee” will be the attorney’s trust account, unless specifically
directed by the representative that the petitioner(s) should be the Payee. Where
representation was provided on a pro bono basis the Payee should be consistent with
the PEP, as described in Rev. Proc. 2016-17.

Exceptions from the requirement that payments be made by electronic funds transfer
are identified in 31 C.F.R. 208.4; however, the Judgment Fund Branch expects that
such exceptions will be made sparingly. If payment by paper check is necessary, the
representative or pro se petitioner(s) should complete Section 3: Electronic Funds
Transfer (EFT) Waiver Request, with a detailed explanation of the circumstances.
Requesting a waiver does not guarantee one will be granted. The Associate Chief
Counsel (P&A), Branch 5, Branch Chief, in conjunction with BFS, will determine whether
a waiver may be secured.



Upon receipt of the relevant Form for Payment of Award Under Section 7430, the field
attorney assigned to the case must complete the Award Data Sheet. See Exhibit A.
The Award Package, consisting of the Award Data Sheet, a copy of the entered
Decision reflecting the section 7430 award, and the completed Form for Payment of
Award Under Section 7430 should be emailed to the TSS Assignments mailbox and the
Associate Chief Counsel (P&A), Branch 5, Branch Chief. The Award Package should be
emailed within 10 calendar days of the earliest of:

a. the date the entered decision becomes final, which is generally 90 days after the
decision is entered pursuant to I.R.C. § 7481,

b. the date the field attorney is informed that the Government decided not to seek
further review of the entered decision, if the entered decision is wholly adverse to
the Government, or

c. the date the decision is filed with the Tax Court, if the entered decision is the
result of a settlement.

Isl
Paul T. Butler
Associate Chief Counsel
(Procedure & Administration)




Exhibit A- Award Data Sheet

A. CASE CAPTION AND DOCKET NO.

B. NAME AND ADDRESS OF PERSON(S) ENTITLED TO PAYMENT?

C. TAX IDENTIFICATION NUMBER OF PERSON(S) ENTITLED TO PAYMENT?
D. NAME, ADDRESS AND TELEPHONE NUMBER OF PETITIONER'S COUNSEL
E. PAYEE ACCOUNT NAME*

F. AMERICAN BANKING ASSOCIATION (ABA) ROUTING NUMBER (9 DIGITS):
G. PAYEE ACCOUNT NUMBER:

H. CHECKING [ SAVING [

|. FINANCIAL INSTITUTION NAME:

J. FINANCIAL INSTITUTION CITY & STATE:

K. FOR FOREIGN PAYMENTS ONLY: SWIFT CODE: IBAN

L. EFT WAIVER BASIS, IF RELEVANT
M. TOTAL AMOUNT OF AWARD®

N. BREAKDOWN BETWEEN ATTORNEY’S FEES AND OTHER COSTS®

2 Name(s) of person(s) entitled to payment must be exactly as set forth in court’s Order

or stipulation of settlement.
3 If there are multiple payees, e.g., husband and wife, include the tax identification

number for each payee. If payee is a pro bono representative, then the representative’s
tax identification number should be provided. This must match the information provided

on the relevant Represented Taxpayer Form or Pro Se Form.
4 The Payee is the individual that will be directly receiving the award funds. Unless

otherwise consented to, the Payee is counsel for petitioner through their trust account.

5 Amount includes attorney’s fees, costs, experts, etc.
6 Delineate between administrative attorney’s fees, administrative costs, litigation
attorney’s fees and litigation costs.



O. AMOUNT TO BE OFFSET, IF ANY’

P. BRIEF STATEMENT OF WHY THE AWARD WAS MADE?

Q. WAS THE AWARD THE RESULT OF A SETTLEMENT? Y OR N

IF YES, WAS THE AWARD APPROVED BY THE APPROPRIATE OFFICIAL?° Y OR N

IMPORTANT: ATTACH COPY OF DECISION ENTERED BY THE TAX COURT

7 For this purpose only, the amount of the award that is eligible to be offset is limited to
any unpaid deficiency that is determined in the court’s Decision that contains the award,
exclusive of interest, regardless of whether the interest has been assessed.

8 This should not be a statement of the legal issue. Similarly, a statement that the award
was ordered by the court or that our position was not substantially justified is not
sufficient.

9 Settlement of administrative costs in excess of $10,000 and settlement of litigation
costs in excess of $50,000 must be approved by the Associate Chief Counsel
(Procedure and Administration).
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