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Presenter�
Presentation Notes�
Small Business/Self-Employed Division Campus Correspondence Examination provides a very efficient method for addressing the tax gap.  



Correspondence Examination is performed in all five of the IRS SB/SE Campuses located in Brookhaven, NY; Cincinnati, OH; Memphis, TN; Ogden, UT and Philadelphia, PA .  



Two of the SB/SE Campus Correspondence Exam sites (NY and PA) are dedicated to auditing Earned Income Tax Credit (EITC) issue cases and all five sites examine non-EITC issue cases. 



In FY06, SB/SE Campus Correspondence Exam issued just under 430,000 audit letters/notices and generated assessments totaling more than $6B.  We expect these figures to increase for FY07.
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Campus Examination
Program

o Approximately 1 million Campus
Exam letters/notices were issued and
audits conducted

e Lessthan 596,000 cases were closed
with taxpayer responses

e Campus Exam generated tax

assessments totaling more than $7.7
billion



Presenter�
Presentation Notes�
Small Business/Self-Employed Division Campus Correspondence Examination provides a very efficient method for addressing the tax gap.  



Correspondence Examination is performed in all five of the IRS SB/SE Campuses located in Brookhaven, NY; Cincinnati, OH; Memphis, TN; Ogden, UT and Philadelphia, PA .  



Two of the SB/SE Campus Correspondence Exam sites (NY and PA) are dedicated to auditing Earned Income Tax Credit (EITC) issue cases and all five sites examine non-EITC issue cases. 



In FY06, SB/SE Campus Correspondence Exam issued just under 430,000 audit letters/notices and generated assessments totaling more than $6B.  We expect these figures to increase for FY07.

�


Campus Examination Letters
and Notices

* A selection of taxpayer initial contact
letters (ICLs) and notices are used to:

—l1dentify the issues being audited

— request supporting _
|nformation/documentation

e All ICLs and notices include:
— Publication 3498-A
—Form 886
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Presentation Notes�
A variety of letters and notices are used for initial taxpayer contact depending on which of the over 20 EITC and over 30 major non-EITC program issues are being examined. Audit issues are identified and selected for examination through various automated and manual processes.



Campus Examination letters and notices identify the issues under audit and request information/documentation from the taxpayer to verify and substantiate the validity of those issues and amounts as reported on the original tax return or subsequently filed amended tax return.



The notice CP 75 is used as a taxpayer ICL for EITC and dependency issues when there is no frozen refund pending. The notice CP75A is used as a taxpayer ICL for EITC and dependency issues when there is a frozen refund pending. 



Most issues under audit within Campus Examination programs will primarily use the initial contact letters L566(SC/CG) or L566-B(SC/CG).



 L566-B, known as the 30 Day Combination Letter, differs from L566 in that L566-B includes Form 4549, which is the basic report form prepared by examining officials for changes to individual and corporate income taxes. 



Either the required taxpayer signature confirming agreement with the proposed liability on Form 4549, or a disagreement response to the proposed liability, should be received by IRS within 30 calendar days from the date of issue.

 

Form 4549 is issued with L566-B when third party or return information is available to substantiate a change to the taxpayer’s income tax liability, either a proposed amount of additional tax due or a proposed refund amount.



All ICLs and notices include Publication 3498-A and Form 886:



Publication 3498-A explains the examination process for examinations conducted by mail, and also addresses taxpayer appeal and advocacy rights.



Form 886, with various suffixes i.e. “A”, “H”, etc. depending on the issue(s) being examined, provides specific explanations of the issues being audited and the information/documentation required to be submitted by the taxpayer for the issue(s) in question.



Some ICLs also include issue-specific questionnaires.
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Campus Examination L etters
and Notices

 Most common Campus Exam
notices are CP 75 and CP 75A for
EITC and dependency issues

« Most common Campus Exam ICLs
are L566(SC/CG) and L566-
B(SC/CG) with Form 4549




Helpful Hints'Common
Mistakes

 Thoroughly read the ICL or notice
— Form 886
— Questionnaires

o Call the contact telephone number
shown on the ICL or notice for any
guestions
— Employee contact name
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If you receive a Campus Examination ICL or Notice:



It’s important that you thoroughly read the ICL or notice, including the accompanying Form 886, explanation of issues, and any enclosed questionnaires to understand what issue(s) is/are being questioned, and what information/documentation is being requested.  This may seem obvious, but it’s surprising how many taxpayers call IRS before they’ve actually looked at the documents.



If after reading all documents sent to you, you still have questions regarding the issue(s) under audit and/or what information/documentation you are being asked to provide, you should call the telephone number shown at the top right of the letter or notice.

 

This telephone number is toll-free when calling IRS within the continental U.S.

 

In most instances, an employee contact name is also stated near the contact telephone number. This contact name may be the employee who is assigned your case or may be an employee who will provide general assistance in answering your questions.

 

To properly address the audit issue(s), you should provide all information/documentation being requested, including the accurate completion of any questionnaires you were sent to be returned to IRS.



The most efficient way to respond is in writing.  Even if you call to provide explanations regarding the audit issue(s) or the reasons you agree or disagree with any proposed change in your income tax liability, IRS will still require that you provide written documentation or the signed Form 4549.



Use the envelope provided.  This will ensure your response reaches the appropriate IRS Office and Campus Examination Operation.



You should always maintain accurate organized records and supporting documentation, generally for 3 years, for each tax return you file to be able to efficiently respond to any audit inquiry.

   

Respond by the due date indicated on the ICL or Notice.



If the ICL or notice does not have a Form 4549 included, and you do not respond by the requested due date on the ICL or notice, you will subsequently receive an L525 30 Day Letter with Form 4549 reflecting a proposed change to your income tax liability, and an additional Form 886 further explaining the issue(s) not verified and substantiated to support the proposed change in tax liability. 



You may agree or disagree with the proposed changes. If you cannot provide a response within 30 days or other stated  timeframe, you should request an extension. The L525 continues with the same process as follows with the L566-B.



If the ICL (L566-B) or notice does have a Form 4549 included, and you do not respond by the due date indicated, which is 30 calendar days from the date of the ICL or notice, a 90 Day Letter/Statutory Notice of Deficiency will be issued.

 

If you disagree with the proposed changes on the 90 Day Letter, you will have 90 calendar days from the date of the letter to petition the U.S. Tax Court for a hearing. If you do not respond to this letter within the 90 calendar days, you will be assessed the proposed additional tax liability, accrued interest and any applicable penalties.
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Helpful HintsyCommon
Mistakes

e Provide all requested
|Nformation/documentation

* Respond in writing in the envelope
provided

 Maintain accurate records for at |east
3 years




Helpful HintsyCommon
Mistakes

» Respond by the due date indicated
on the ICL or notice

—Without Form 4549
—With Form 4549
e 30 Day L etter

* 90 Day L etter/Statutory Notice
of Deficiency




Automated Underreporter
Program

e |RS matches amounts reported on
Individual tax and information returns

o Third parties including employers,
banks, brokers provide information
returnsto the IRS

* Initial match begins after original
return due date - not a real-time process




Responding to the Notice

* |If the taxpayer disagrees with CP2000:
— Respond in writing by due date
— Provide a detailed statement that details
why taxpayer disagrees
— Attach relevant documents to support
position
— Provide a contact number




Responding to the Notice

 |f the taxpayer agrees to the CP2000:
— Do not file an amended return

— Check box “A” on the CP2000
response page

— Return the response page timely
along with a check, money order or
request for an installment plan




Reminders

Keep good records of all annual income

Report all income and follow the form
Instructions for where to report it

Review the return before it isfiled to
ensure it Includes all income

Ensure payers have taxpayer’ s most
current address




IRS Nationwide

2007
Tax

Partners in Tax
Administration

|RS.gov Outreach &
Education Products

Virtual Small Business Tax Workshop DVD —
10-lesson interactive video

Small Business Resource Guide CD-ROM

Tax Calendar for Small Businesses and Salf-
Employed

Tax Talk Today — Monthly Web cast for tax
professionals

E-News for Tax Professionals and E-News for
Small Businesses — Weekly electronic
newsl etters
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