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The Internal Revenue Service Needs to Improve Compliance with
Legal and Internal Guidelines When Taking Taxpayers’ Property
for Unpaid Taxes

In three cases, expenses of the seizures were not added to the taxpayers' tax liabilities
when the property was released. (IRM section 56(12)8.13(5))

In eight cases, other miscellaneous guidelines were not followed (e.g., seized property
was not properly protected, minimum bid worksheets were not properly prepared, etc.).
(IRM sections 56(12)5.2 and 56(13)5.1, respectively).

On April 13, 1999, the IRS finalized the new Seizure and Sale Handbook as part of its IRM.
A Pre-Seizure Checklist is included in the new IRM as Exhibit 5.10.1-2. Whilethis
Pre-Seizure Checklist is an excellent toal, it covers only some of the aspects of the legal and
internal seizure guidelines that should be followed when conducting seizures. The checklist
does not include procedures to follow when conducting the seizure (e.g., providing the
taxpayer with the notice of seizure) or actions that should be taken after the seizure

(e.g., providing the taxpayer with a record of the sale). Four of the legal provisions we
identified that were not followed are not included on the existing Pre-Seizure Checklist. To
supplement the existing Pre-Seizure Checklist, the IRS is developing checklists that will
include legal and IRM guidelines that must be followed when conducting seizures and
actions that must be taken after seizures are conducted.

Adherence to legal and internal procedures when conducting seizures is necessary to ensure
that taxpayers' rights are not violated and the government’s interest is protected. Failureto
adhere to these procedures could result in violations of the law and could also result in the
IRS having to return to taxpayers money received from the sale of seized property.

Summary of Recommendations

The IRS should use comprehensive seizure checklists that include pertinent legal and
internal guidelines to help ensure that employees follow the applicable procedures when
conducting seizures. The IRS should also request an opinion from the IRS Office of

Chief Counsel on those seizure cases that did not follow legal guidelines to determineif the
IRS should make restitution to those taxpayers.

Management’s Response: |RS management agreed to complete the seizure and post-seizure
checklists that are being developed and ensure that pertinent legal and IRM requirements are
included on the checklists. IRS guidelines will require that the checklists be completed
before the seizures are approved by the appropriate officials. The IRS also agreed to review
the applicable seizure cases to determine if returning any monies received as a result of the
seizures would be the appropriate action to take.

Management’ s complete response to the draft report is included as Appendix VIII.
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