
Automated Underreporter

Thank you, Brian. Good morning, everybody. First of all, if you see me continuing to go 
like that and squint, you know, you can see there are some pretty bright lights here in the 
room today.

Thank you for taking the time to be here. As Brian said, my name is Mike Damasiewicz, 
and I'm the director of field and campus policy in the Small Business/Self-Employed 
Division. And in that role, I've got responsibility for providing guidance to the revenue 
agents, tax compliance officers, and tax examiners, in our field exam operation and our 
campus exam operation, on how to go about doing their jobs, giving'em guidance about 
how to do things. Which leads me to why I'm here today, to talk about the automated 
under-reporter program, so we'll spend some time talking about that today.

As we're going through things, we'll talk about some different parts of the AUR program. 
We'll talk about how cases are identified, how they're selected. We'll talk about how we 
go about issuing notices, and then resolving issues, working with you.

We'll provide some hints on what you as a practitioner can do to help your clients. And by 
the way, during this thing I'm probably gonna say frequently, "you," "you," "when you 
receive a notice," "your tax return." I don't mean you; I'm really referring to your clients. 
But let's see a show of hands, how many people in here have actually received a notice 
from AUR for themselves. And I won't look [laughter] – I'm just curious.

Okay, how many people in here have gotten an AUR notice for one of their clients? A lot 
of people, okay, good. So that's really good, so you probably have some understanding of 
what goes on in AUR. But really what we're gonna try to do today is help you understand 
the process, so at the end of this, there's a couple of things we think you'll be able to do. 
One is, you'll know how cases are identified and screened in the AUR program.

Two, you're gonna know how to respond to an AUR notice. And three, you're gonna 
understand the changes we've made to the notices for this year's AUR program.

 Before I get started in the presentation today, though, I do need to remind everybody that 
the information in this presentation is current as of today, and it shouldn't be considered 
official guidance. Basically, that's our legal disclaimer that says you can't rely on a word I 
tell you today. [Laugher] Okay, just kidding, just kidding. 
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The AUR program, as you all know, has been around for quite some time, and right now, 
we're operating out of seven of our campus operations. We've got AUR operations in 
Andover, Atlanta, Brook Haven, Fresno –

– Philadelphia, Ogden, and my all-time favorite site, Austin, Texas.

And the reason I say that's my favorite site is, about [intentionally mumbling] years ago, 
when I first started with the IRS, I was hired as a tax examiner in the under-reporter 
program. It was back in 1985. And notice I said "under-reporter program," not 
"automated under-reporter program." Back then, nothing was automated. We looked at 
paper tax returns, we looked at paper printouts that listed all of the information returns 
that people received, we matched them up – it was good and it was bad. I really learned 
how to read a tax return, I learned how things flowed. I learned how to compute tax on 
Schedule G ten-year income averaging – who remembers that? Yeah, that's been a while, 
hasn't it? 

That's going back some time. That's really just my way of –

– telling ya I'm old. But I've been around, I've been doing this for a while. I think AUR is 
a pretty important program that the IRS has. Basing it on the number of taxpayers that we 
interact with each year, it's the largest compliance program that the IRS has. And for 
many of you, it probably generates a lot of work for you and work for your clients. Okay?

So, let's dive into the presentation. I wanna kind of do some basic information, some 
background. I think instead of just talking about the notices, and what you can do, and 
what we're gonna do, I think it's helpful to make sure everybody's working from a 
common starting point, and really understands how things happen in the AUR program. It 
all starts, for us, in the case identification and selection process. We call this –

– by the way, assimilation and correlation. How many people used to watch Star Trek 
when it was one? Remember the Borg, "You will be assimilated. Resistance is futile"? 
I've tried to make that the unofficial motto of AUR, but I can't get a lot of support for that.

But what we do during this process is, we start off with individual tax returns that are 
filed. About 150 million of them now come in each year, and they post to the individual 
master file, or IMF. The second data source we use is the information return master file, 
or IRMF, and that's where the roughly 3.5 billion information returns we receive each 
year are posted.
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Now, today we're gonna be a little interactive, so, I'm gonna toss a question out to 
anybody: We get about –

– 3.5 billion information returns a year – that was the total for 2017. What form do you 
think we receive the most of? Anybody. Information return. I hear W-2? No, that's 
number two. [Audience response] 1099 – which one? Miscellaneous? No, that's not even 
in the top five. 1099-R? No. I think I heard 1099-B. Out of the 3.5 billion we received in 
2017, 2.2 billion – and that's with a B, billion – were 1099-Bs.

So, when you're looking at these notices for your clients and you see a lot of'em have 
1099-B information, overwhelmingly, that's what we get in. And you all know sometimes 
it has basis, sometimes it doesn't –

– sometimes the basis is correct, sometimes it isn't. So, just that kind of may help you 
understand why you see the 1099-B so often on an AUR notice. By the way, the W-2 I 
said was number 2: 272 million. But look at that difference: 2.2 billion, 272 million, for 
the second-highest volume. Third-highest is the 1099 INT interest statement, 135 million 
of those. So that's just kind of the volumes we're dealing with.

So, in this assimilation and correlation process, the first thing we do is we take all those 
information returns and we arrange'em by TIN; for individuals, it's by SSN. So we get all 
of my information returns together, and all of my wife's information returns together. And 
we do this for everybody, for all the TINS we have. Then we try to match'em up to a tax 
return.

Now, if somebody hasn't filed and we don't have a tax return to match it to, we do 
something else with that. You've probably heard about our substitute for return or 
automated substitute for return program – that's a whole other session, maybe for next 
year we'll talk about that, but – we match these two files up and we say, "Take these 
information returns, try to find'em on the tax returns." If they can't be found, we consider 
that a discrepancy case. And you may hear the term or see the term "discrepant," 
sometimes? That's all we're saying: we couldn't find a match.

Now, I said there's about 150 million individual returns filed every year. Somebody give 
me a guess, how many do you think have a mismatch, out of that 150 million? Twenty? 
That's pretty darn close. Fifty? Too high. About 25 million. So, roughly one in six.

Okay? So, what I'd like each of you to do is, turn your head to the left, count three people 
over, turn your head to the right and count three people over: one of you probably has a 
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discrepancy on your tax return. Now, I know everybody in here is honest, so maybe the 
odds aren't one in six here, but that's roughly what we look at, every year. So we've got 
roughly 25 million returns that the information returns don't match.

From our perspective, though, some of'em, very small dollar amount. Some of'em, we 
know from doing work in previous years, even though our computer can't find it, we're 
pretty sure our humans can find it, so maybe that's not the best work for us to do. We also 
know we only have a certain number of people, and if you've been following the IRS 
budget over the last almost decade – now, it got a little better for this year and it looks a 
little better for next year, but – you know, we've had staffing issues, and we keep –

– losing people, and we can't replace the people. So, as our staffing has gone down, that 
reduces the number of cases we're able to work every year in under-reporter. Because of 
that, we look at somewhere between 3 and 5 million returns a year, in the under-reporter 
program.

Now, that's a lot. Granted, there's a lot more we could do, but 3 to 5 million every year, 
that's how many people we look at. And as we're trying to decide which cases to do, 
which of those 3 to 5 million we wanna work, we make that decision 3 times a year. And 
we do it three times a year, so, first we look at timely file returns, by April 15th, and we 
come in and we select returns out of that. Then we come in later and we say, "Okay, let's 
select returns that had an extension and filed by the extension date," or they didn't have 
an extension but they still came in by then.

And then we do a third selection of returns that were late-filed. So, we try to ensure that 
no matter when a return is filed, it gets – they're lucky enough to get the opportunity to 
have their return selected for AUR. So that way, you can't increase your odds of not being 
selected by choosing when you file.

Now, once we do all this, once we select these returns, once we decide which ones we're 
gonna work, we do some testing. We try to make sure, before we send notices out, that 
what we send out will be correct. So, we use the Ogden campus, one of our highest-
performing campuses for the AUR program, and we do some testing – we call it hub 
testing. It's a small number, but small is relative, 'cause if we're looking at 3 to 5 million, 
we're not gonna test 1 or 2; we test about 10,000 cases. We screen'em, we work'em –

– we either say, "Yep, should get a notice. No, it shouldn't." If it should get a notice, we 
generate that notice, rip it to shreds, make sure it's correct: the tax computation's correct, 
everything prints where it's supposed to be, all the information returns are there, that it's a 
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high-quality product. And we do this for a reason: 'cause we wanna make sure it's right.

We just changed our processes, because when we did that this year, we checked, 2016 tax 
returns, made sure everything worked fine. What we didn't do was check any prior years 
to make sure they worked fine. How many of you earlier this year got some notices that 
had no information returns? We sent out some CP2000s that said, "We can't find this 
money on your tax return," we just didn't tell you where it was. We said, "We can't find 
$100,000.00," we didn't say if it was miscellaneous, we didn't say if it was interest and 
dividends, we didn't say if it was wages. You had to figure that out on your own.

And clearly, that's not what we intended to do. So, we reprinted those notices, sent'em to 
people with the right information after we did the fix. But that's why we do that testing: 
we wanna make sure what we're sending out is right. And by the way, we heard about it 
from practitioners. Practitioners got in touch and said, "Hey, I got these notices, and it 
doesn't really tell me anything. I can't do anything with this." So now we redid those 
notices and we've changed our processes to make sure we check all years to ensure they 
are correct.

You all know information returns have different filing dates – we moved up the filing 
date for W-2s and 1099-Miscellaneous that has non-employee compensation. Those are 
now due January 31st. Other information returns are due February 28th or March 31st. 
But even with those due dates, a lot of information returns come in on paper.

Right now, there's no requirement to file them electronically, unless you exceed 250 for 
any information return. But that means we don't have all the information returns right up 
front. We'd love to be able to match all the information returns to the tax return as it 
comes in the door, and tell people right away if something was missing, but we just can't 
do that now. And it's one of the biggest complaints I think we get from taxpayers is, 
"Why did you wait so long to tell me that I left this income off my return?" You probably 
hear it, as well, from your clients.

You know, many taxpayers think once their return is processed and they get their refund, 
they think that means the IRS said, "Everything's good. You're good right now," and of 
course, you all know that's not true. But as we work them as quickly as we can, that 
whole assimilation and correlation process, the case selection process, and then that 
testing process means we start sending –

– notices in late fall. This year, in November of 2017, we started sending notices for the 
2016 tax year. So it's not that far behind, really. Returns are filed in April, and we got 
notices out in seven months. A lot of taxpayers think that's a long time. For those of you 
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who work with the IRS, doing something seven months after filing probably doesn't seem 
like quite that long, does it?

Okay, so let's talk a little bit about the actual screening process, how things work. How 
many of you knew we actually had humans that work in the AUR program? I mean, I 
hear a lot of times it's, like, you know, your robotic process: "I sent this information in, 
and it looks like nobody read it." We actually have humans there. They are highly-trained 
and they're very skilled.

What happens, though, is we do have some processes setup – and we'll talk about this in a 
little bit – where cases can just move with no human interaction. But most of our cases 
start off with a human, looking at the information returns, looking at the tax returns, and 
seeing if they can find the income or the other item, we look at some expenses, we look at 
some credits. They review the return and the information returns, and they try to resolve 
things. They try to find it somewhere.

We know things don't get always put on a return where we think they should be put, so 
we do our best to try to find it anywhere on the return, and not send a notice out on a 
case. Sending a notice out that isn't gonna result in tax, not good for us, a waste of our 
resources, not good for your client, because it means they're burdened and having to deal 
with it when there is no tax due. So we try to –

– eliminate those as closely as we can.

There are three notices that are used, primarily, in the AUR program. The first one is 
CP2501. It's one where we contact the taxpayer and ask for some additional information. 
We don't actually propose a change to tax in that one. How many people have gotten one 
of those before, a CP2501? Yeah, you don't see anywhere near as many hands up for this 
as there were for the CP2000. We use this primarily when we're just not sure that either 
the information we have is correct, or sometimes it's just that the difference is so big 
we're not sure we wanna just send a notice saying, "You left $50 million off your tax 
return, and here's what you owe on it." We actually had a case like that – 

How many of you knew we had an under-reporter program on the business side?

We call it BMF under-reporter. We don't work very many cases there, and we work I said, 
3 to 5 million on the individual side? We work about 40,000 to 50,000 on the business 
side. And that's primarily because many of the business entities don't receive information 
returns, there's nothing for us to match. You know, most corporations are exempt from 
getting a 1099, so, there's just not much for us to match up. But we'll send this 2501 out, 
asking for some additional information. And once we get the additional information, we 
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may propose additional tax, or we may say, "Okay, that's fine."

If we don't hear from you, then we probably will proceed with the second notice, the 
most common notice, that's CP2000, that most of you were familiar with, you've heard of 
before. It's one, again, we issue a lot of those, every year.

It's important to know, and when we talk about the changes we made to the notice, we'll 
really get to see, it's a proposal. It's not a bill. It's not final. We haven't made any changes 
to anyone's account at that point. We're just saying, "Hey, look, we can't match these 
information returns to your tax return. Please help us. If there's a reason you didn't report 
it, tell us. If there's a reason or there's some place on the return that it is reported, tell us. 
Just tell us what's going on, and we can clear this up."

If we can't resolve everything or we don't hear, then we'll go to, perhaps, the next notice, 
which is the CP3219A, or statutory notice of deficiency.

That stat notice, as we call it, little – I'll say, a little more severe than a CP2000. It doesn't 
do anything, it doesn't tell you you're going to jail. It's not like the calls that are coming 
out on the phone that say, "If you don't give me a green dot card in the next 15 minutes, 
you're gonna be arrested." But it does say, "If you don't agree with this, you have to 
petition the tax court." That's your legal recourse at that point, and you have 90 days to do 
it.

Now, we encourage people to continue to work with us during that 90-day period. We'll 
take additional information, we'll try to resolve it, because we don't want a case to go to 
court that doesn't need to go to court. Your client doesn't want a case to go to court that 
doesn't need to, and you probably don't either. And I guarantee, the tax court doesn't want 
a case that they really don't need to hear. So we do our best to try to resolve that before 
the 90 days is up.

But what's really important to know is, whether your client, you, work with us or not, we 
cannot extend that 90-day period. The tax court controls the time period to file a petition. 
We can't change it. The tax court has the authority, but it is very rare that they accept late-
filed petitions. So no matter what's going on with us, if it's getting close to the end of 
time, probably best to file a petition just to protect your rights, your client's rights, okay?

So, now we've done our screening, we've tried to resolve things, maybe we haven't, so, 
we've issued some kind of notice. So the next step is the response phase.
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After we issue the letter, the notice, we suspend activity. So if we issue a CP2000, we ask 
you to please respond within 30 days, and we suspend the case for 30 days so nothing 
else happens. And by the way, we add – I think our technical term is "grace period." I call 
it "fluff time." But we know people frequently – and you all know this as practitioners – 
if clients get a notice that says "respond within 30 days," do they come to you on the first 
day? Are they more likely to come to you as you're walking out the door on the 30th day 
and say, "I need some – "? That's assuming they even get there before the 30th day, right? 
I mean, we know, I'm like everybody else, when there's something I don't wanna deal 
with, I put it off as long as I can.

So we build in some time, recognizing people don't always jump on things right away.

We also know the postal service doesn't always pick up and deliver mail timely. We know 
things can happen with UPS, with FedEx, with DHL. We also know things happen with 
us. You know, there are times we get truckloads of mail, and by the time it's sorted, sent 
to the correct operation, you know, a couple of days can go by. So we make sure we build 
in a grace period, and then when we receive a response, we control it in our system. We 
say, "Okay, we now have a response on this. Stop the clock from ticking." If there was a 
30-day period, we say, "Stop it, and don't go any further," until we can get to that 
response. And it usually takes us – it's usually three to five, right now, it's about seven 
days for us to make sure we control that response.

And once we do that, we stop activity. And at that point, it kind of sits in a queue, waiting 
for the next –

– tax examiner to become available who can work it. So, it sits there, we stop things, we 
don't go from CP2000 to stat notice, until the tax examiner reviews that response. And 
then decides, "Okay, I resolved everything," you get a letter saying everything's fine. Or, 
"I need some additional information," get another notice asking for some additional 
information. Or, "Sorry, we're just gonna issue a statutory notice," because you told us 
maybe you don't believe in the federal tax system and you didn't really give us a 
response, so, we're just gonna move to the next phase. One thing I would encourage you 
to do is, when your clients come in on that 30th day, the 20th-something day, and you just 
don't have a chance to respond, call and ask us for additional time. We want to resolve 
things during the notice phase, so if you need additional time –

– your client needs additional time, please, please, please, call us and ask for it, okay? 

Okay, so, we've got all these notices that we issue out, and we know in the past maybe 
they weren't the easiest thing to understand, maybe we've done some redesigns on them. 
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They gave us unintended consequences. A few years ago, we had heard from people that 
it's not clear that taxpayers have the right to go to tax court. So we redesigned our notice 
very prominently on the first page, we said, "You have the right to petition the tax court." 
The result was that was the first thing people did, file a petition with the tax court. Tax 
court wasn't happy, our attorneys weren't happy, clients were happy. So we've redesigned 
the notice to make sure people understand their rights, but really, our goal is to ensure 
that people work with us, try to resolve things with us.

Our goal in the service and all of our compliance programs, anything where we have 
taxpayer contact, is to resolve things at the lowest possible level: less cost for us, less 
frustrating for people. How many people want to deal with the same issue three, four, five 
times, with different people every time? Nobody does, right? So our goal is let's get this 
cleaned up as quickly and at as low a level as we can. So, we worked with an office 
within the service that focuses on clean, clear language, notices that are easy to read. We 
worked with out attorneys. We worked with the taxpayer advocate service. We talked to 
external stakeholders, taxpayers, practitioner groups, to get some information on what 
should a CP2000 look like, what should that stat notice look like. And based on that, we 
made some big changes.

Some of the things we did, on that very first page, we prominently put a phone number to 
call. So, right at the top we said, "Call us. Here's the phone umber to get in touch with 
us." We went out of our way to say, "You can get back to us by mail. Here's the address. 
And you can fax information to us. And here's the fax number." We didn't always make 
that clear, before, that you had multiple ways of resolving things with us or getting in 
touch with us, so we tried to make sure people knew what they could do. Okay?
So I mentioned, earlier, in November of 2017, we started using these notices. Some of the 
changes we made? Put the most important information right upfront on that first page. 
How many of you have had to deal with clients who come in –

– they're all panicky because they got a notice from the IRS, and really all they saw was 
the first page of a 397-page notice? Okay, hopefully they're not normally that long, but 
we know most people don't read past the first page. We're lucky if people read the first 
page, we know that. But if they're gonna read anything, that's probably the page, so we 
put a lot of effort into redesigning the very first page of the notice that people see, so we 
put the important information upfront.

We tried to reformat it to make it easier to read. We put a lot of blank space in there. You 
know, our notices, in the past, we used, like, a two-point font with a quarter-inch margin 
on each side, and, you know, the thing's – clearly I'm exaggerating, but they weren't easy 
to read. Forget the language, they just weren't easy to read. So we've tried to redesign it 
with some blank space –
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– so things stand out better. And then we also added information about where you can go 
for help, information available online, because we know everybody doesn't rely on paper 
anymore, right? And we also added information about different ways to pay. Because we 
know, for a lot of people, when they say they don't agree or they just don't respond, it's 
not that they don't agree with the tax change. It's that they can't pay the tax change, and 
that's really their concern. So we're trying to make it easier for people to know, "You have 
options on how to resolve this and how to pay this." Okay?

So, on this first page, again, we've got blank space, we've got really important 
information. One of the most important things we did was really emphasize –

– "This is not a bill." We've got, in four different places on the first page, "It's not a bill. 
This is proposed. You have options. Tell us if you agree or disagree." We put a reminder 
on there that it's not a bill. We want people to not be scared when they get it, and to 
respond to us, so we tried very hard to get that information across.

Let me show you what the first page actually looks like. Now, this is the top part of it, 
and you can see the arrows we have on there; at the very top, we're saying, "We are 
proposing changes. This is not a bill." Very first thing on the notice, right below that, 
"Proposed amount due." Dropping down, on the left-hand side, "You have the 
opportunity to –

– "agree or disagree with the proposed changes." And then moving to the right, 
"Reminder: This is not a bill." Now, it's a reminder, but that's because, you know, we told 
you at the top it's not a bill, but we're trying to make it clear to people, "This is not done. 
You have the opportunity to try to resolve this with us."

We made some other changes on the first page. Right below the information we just saw, 
there's a section, "What to do immediately," that really outlines, "Here's what you need to 
do." We had that information on there before that said, you know, "If you agree, do this. 
If you disagree, do this." It was all lumped together. We've split that into separate 
sections. So now we say, "If you agree, here's what you need to do," and then we provide 
steps below that. Then we've got some space –

– to make it stand out, "If you do not agree, this is what you need to do." And we're trying 
to really make it clear to people, on the first page, "You have options. You have some 
choices. You can control this. Here's what you do to resolve this."

We also put a piece on there about, "If you need more time," and we say, "Please call us if 
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you have questions," and put the phone number on there again. We want to hear from 
people. We want, whether it's in writing, on the phone, by fax, we wanna clear this up 
before we get to a point where we asses tax that somebody doesn't owe. Because you all 
know what happens if we do that: client doesn't respond to us, they don't come to you as 
the notices are going out, stat notice is issued, they don't respond, the tax gets assessed.

When do you hear from them? When their ages get garnished, their bank account gets 
levied, or somebody knocks on their door or calls them on the phone and says, "I'm here 
to collect the money," that's when you hear about it. And at that point, we'll work with 
somebody in a reconsideration to try to resolve it, but we'd much rather work a case one 
time, not twice. Okay?

Okay, so in the next step section, we really spell out what needs to be done. We say, you 
know, "If you agree, send us the signed response form," and we say that right at the top of 
this section. One thing that is important is, if there's a joint return, we need both taxpayers 
to sign. It really helps us move the case, get it closed, get the tax assessed, so people can 
resolve whatever they owe. We provide additional information about payment options, 
including, you can go online, you can do direct pay and pay it online.

You can do an online installment agreement. Now, one thing that's important to know is, 
if you try to use some of our online options, people frequently go in, try to pay it, it's not 
assessed at this point, so they get an error message that says they don't owe anything. 
There's a choice to do a pre-assessment amount, and that's what needs to be done at this 
point, if somebody wants to use the online payment options.

And we changed the wording in our notice to tell people that, because we know how 
frustrating it is for somebody, when they're trying to pay us and we won't take their 
money. For any of you, you all have businesses, hey, do you wanna tell your clients, "No, 
no, that's okay, I won't take your money right now"? Nobody wants to do that, because 
how often is your client gonna come back a second time to try to pay you? So, we're 
trying to make it easier for the client, for the taxpayer, to pay the first time.

We did make some changes to the statutory notice, as well, that 3219A; we changed that 
front page, just like we did with the CP2000. Some for the changes are the same; we have 
a more detailed explanation of the notice, really explaining why the taxpayer is getting 
the 3219A, the stat notice, what they need to do at that point. We added a section that 
says, "We may be able to resolve this if you contact us directly." We make it clear, "Keep 
working with us. We'll try to resolve this if we can."

We do put some language in there, you know, we make sure people understand, "You 
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have 90 days, though, to petition the tax court. Do not let that 90 days expire, if you think 
you want to go to tax court. File a petition. Get it done. Continue to work with us.

"We'll try to resolve it." Now, if the taxpayer does file a petition with the tax court, we'll 
continue to work with them. Extra work for the IRS, because now our attorneys are 
involved, they have to do things with the tax court, but we will still try to resolve that. It's 
much better than having a case go to trial. Okay?
Review Question 2
Slide 13-00:37:20:26On both of our notices, we added information with the fax numbers, 
making it clear, "You can fax information to us. We'll get it. We'll work it." We're getting 
close to being in the 20th Century, now, in technology in the IRS. You know, you all have 
heard stories about some of the IT issues we're facing. We've done away with old-school 
fax machines; our faxes are now done through computer technology, they're received that 
way. But the reason I say –

– we're coming into the 20th Century? You fax it to us, it's converted to a digital file, a 
PDF file. What do you think we do with that? We print it out. [Laughter] We take the 
digital file, convert it to paper, then do something with that. Because of that, it's 
important, if you're going to fax information to us, we ask to please have the taxpayer's 
name and social security number at the top of each page. Pages can become separated, so, 
that's very helpful to us, because if we get a page that doesn't have that information and it 
becomes separated, we don't know which taxpayer to associate that with. So, just a little 
tip, there, to help us and your clients out.

On the section from the notice where we have the fax information, we also point out, on 
the stat notice –

 "Don't fax information to the tax court." They don't want it. They won't use it. They may 
send it to us. If they do, there's no guarantee it will be before the end of the petition 
period. But they may not send it to us at all, so, sending information, at that point, to the 
tax court, not a good idea. Work with us, send it to us, and we'll try to resolve the case.

Slide 14-00:39:29:13
So, what else have we done? We're trying to do a better job of communicating and getting 
information out, not just to people as they're dealing with the notice, but to anybody's 
who's interested in what we do. To the practitioner community, because you may not deal 
with a CP2000 all the time, you may not know what's going on. So guess what? We're on 
social media. How many people have –

– followed the IRS or looked at IRS information on YouTube? Twitter? Okay, some. How 
many people have seen the videos on YouTube from the automated under-reporter 
program, anybody? And what did you think? Good? Bad? Good. Outstanding. I need to 
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get your name later. [Laughter]

I'll be honest, my staff helped prepare them, I saw them when they were prepared. The 
one of the CP2000 I thought was really good. I thought the person who – the talent I 
think is the term we use – they were very good: interesting, easy to understand, didn't 
come across as just reading from the teleprompter. It came across as, "I'm really here to 
help you with this and talk about things from a real-world experience." I'll be honest, the 
one for the statutory notice of deficiency I didn't think flowed quite as well. We made 
some changes to it, though.

First somebody tried to tell me, "Well, that's a legal process, so we have to be more 
legalistic." But you know what? People looking for things on YouTube are not looking 
for someone reading a statute and code and legal documents to them, right? But they're 
out there. If you haven't seen them, I encourage you to just go look. You can go into 
YouTube, go into Twitter, and if you search for IRS, you can search for CP2000, they'll 
show up.

We've also made sure we've put updated information on award-winning irs.gov. And if 
you go to the website, we've made it even easier to find it now: you can go to the very 
top, to the search box, and if you just type "cp2000," information's gonna pop up. One of 
the things that will pop up at the very top of the search is a sample of the CP2000, and a 
sample of the 3219A.

So if you wanna see really what it looks like and you don't have an open case, go there, 
take a look at it. And I'll tell you, take a look at it, and if you wanna provide some 
feedback to us on it, or on a notice that you've received, by all means do. We'd like to 
hear from you about what works, what doesn't work, how we can make the product 
better. Because again, our whole goal is to resolve cases as quickly, as easily, as 
painlessly as possible. And in this program, just like all of our compliance programs, 
we're trying to get to the right tax. I mean, that's important, there's no doubt that's why we 
do compliance. But a bigger part is education, and making sure taxpayers understand 
their responsibilities and know what they're supposed to do.

I mumbled before when I said I started in under-reporter program, but I started with the 
IRS in 1985.

And in the 32-plus years I've been with the service, most of my career has been in 
compliance. And despite the fact that we focus our attention on taxpayers we think most 
likely to have a change, I firmly believe most taxpayers, the overwhelming majority of 
taxpayers, wanna do the right thing. They try to comply with the law, but it's not always 
clear, it's not always easy to understand, there's a lot of ambiguity in the law, sometimes 
intentionally, sometimes unintentionally. But people want to do the right thing. Same 
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thing with practitioners. So as we're trying to do these notices, we'd really like to hear 
back if there are things that we could do better to help with that education, to help with 
that voluntary compliance.

We also updated publication 5181. Who knows what that publication is, anybody? Did 
you just have to look it up today? Okay, good, 'cause I did this session yesterday, and I 
asked _____ _____ goes, "I've got it right here on my phone right now."

I'll be honest, I don't know the titles of every publication. I actually approved this one 
when we updated it in 2017. But it's tax return reviews by mail – it's really what we use 
for our correspondence programs. It contains information about the individual under-
reporter program, as well as the business under-reporter program. Parts of it are actually, I 
think – I'm a tax geek – they're pretty cool. You know, we actually kind of have like a 
process flow map that shows easy-to-understand blocks, "Here's how things go, here's 
what you can do, and this is how things work." So I encourage you to take look at that, as 
well, when you have an opportunity. Okay?

Okay, so, there are some things you can do, as a practitioner, to help keep your client out 
of the under-reporter notice stream. Because it's much easier to not have to deal with us 
than to deal with us.

So the first thing I'll mention is: don't net amounts. We see that a lot. Now, that's probably 
more likely to happen if your clients do their own return and you come in after the fact. 
But frequently, we'll look for, say, a 1099-Miscellaneous for $100,000.00, and on Line 
21, we see $60,000.00. So, of course, what do we do? We say, "You underreported your 
income by $40,000.00," and the response we get is, "Here are all my expenses. I grossed 
$100,000.00. These were my expenses, and I got to $60,000.00." We can't match that 
way, so, please don't do net amounts.

Reporting on the correct line is huge for us. We change our search criteria every year to 
try to account for where things are most likely reported, but we can only look in so many 
places for the information, with our computers and then even our humans.

So, putting things in the right place, very important.

Don't group things, or if you do, attach a schedule or statement. Now, if there are 10 
items of income on Line 21, give us something that tells us what those 10 are. So, if we're 
looking for nine and we can't match your amount, we can tell that you've reported the 
nine that we're looking for, or that you didn't report the nine we're looking for, or any 
of'em. But just seeing one number with no explanation doesn't work well for us.

If you get a corrected information return, this _____ provided you can do a statement, do 
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something that tells us – I got one for $100,000.00, told'em, "Oops, you've moved the 
decimal point," it was really $1,000.00. We may not get that corrected one in time to do 
our screening and matching. Okay?

I mentioned attaching schedules to support things. One other thing I'll mention is 
nominee income. If you have income that really belongs to someone else, report it, back 
it out, and then tell us who it went to. And then that way, we'll know not to look for that 
on your return.

A couple of things to keep in mind, if you do get the notice – and this is more for your 
clients, not for you – read the notice carefully. I mean, again, I can't emphasize that 
enough, and you know people don't read the notices, and they don't understand what 
they're supposed to do. We also say to compare what we're proposing to the tax return. 
There may have been changes that we made during processing, there may have been 
amended returns filed, something may be different. So, please compare what we say 
things look like to what was on the tax return as you know it.

Because if numbers don't match, maybe something happened that you don't know about. 
Okay?

We've got the due date. Please respond by that, or get in touch with us and ask for 
additional time. We're pretty good about granting additional time, 'cause again, we want 
to resolve this lowest level possible.

And please, please, please do not send us original documents. Anything you send us 
should be a photocopy. If we get original documents or if you send original documents 
and something happens to them – UPS truck crashes and burns, postal service loses a box 
of mail – we get it and we staple three responses together, and so we can't associate it 
with the case file. Those kind of things happen all the time, so if you send us originals, 
there is nothing else that can be done. Okay?

I've mentioned these additional resources.

A couple that are available as well: the taxpayer advocate service. If you just can't get 
things resolved, they are available to help. Okay?

And then one last thing I do wanna mention is phone numbers. The best way to get in 
touch with us is to contact us – phone number for IRS. And as practitioners, you can all 
use the practitioner priority service line. If you call that number, option five is the one 
you wanna choose, so you can be connected with someone that can address the AUR 
issue. 

Okay?
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Automated Underreporter-Glossary 

Automated Under Reporter Program AUR.  is an important component of the Internal 
Revenue Service's (IRS) efforts to ensure voluntary taxpayer reporting compliance.

Business Master File BMF under-reporter.  The objective of the Business Masterfile 
(BMF) Return Delinquency (RD) program is to promote filing compliance for taxpayers 
liable for BMF returns.

Taxpayer Identification Number TIN. An Individual Taxpayer Identification Number 
(or ITIN) is nine-digit number issued by the IRS to individuals who must have an 
identifying number but who are not eligible for a Social Security Number or an Employer 
ID Number. ITIN's are for tax reporting purposes only; they cannot be used for 
identification purposes.
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