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March 12, 2001

Ms. Katherine T. Lane

National Negotiator

National Treasury Employees Union

901 E Street, N.W.  Suite 600

Washington, D.C.  20004-2037

RE: Pre-Filing Agreement Initiative

Dear Ms. Lane:

This is to confirm conversations that have occurred between representatives of the Commissioner, Large and Mid-Size Business Division (LMSB), the Office of Workforce Relations, and yourself concerning the Internal Revenue Service’s decision to implement the Pre-Filing Agreement initiative.  Revenue Procedure 2001-22, dated January 19, 2001, permits a taxpayer subject to the jurisdiction of the Large and Mid-Size Business Division to request the examination of specific issues relating to a tax return before the return is filed.  This revenue procedure also establishes a framework within which the taxpayer and the Service can work together in a cooperative environment to resolve the examined issues.  If the taxpayer and the Service are able to resolve the examined issue prior to the filing of the return, the revenue procedure authorizes the parties to finalize their resolution by executing an LMSB Pre-Filing Agreement (LMSB PFA).

The purpose of the revenue procedure is to facilitate and encourage the use of pre-filing examinations to resolve issues involving factual questions and well settled principles of law.    A pre-filing examination can often resolve such issues more efficiently and effectively than a post-filing examination because the taxpayer and the Service have more timely access to the records and personnel relevant to the issue.  It also provides the taxpayer with a greater level of certainty regarding the examined issues at an earlier point in the examination process.

A pilot of the Pre-Filing Agreement process was conducted during which time (19) applications were received, (12) of which were accepted.  Seven pre-filing agreements were signed, one taxpayer withdrew from the PFA process, and (4) are still in process.   An analysis of the pilot indicated that both the taxpayer and the Service benefited.  The Pre-Filing process resulted in less time being expended and cost less than it would have if the same issue were examined in a post-filing scenario.  

As a result of the discussions between the parties named above, the Employer has decided to take the actions listed in the following paragraphs relative to the implementation of the Pre-Filing Agreement initiative.
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1. The Employer will notify all impacted chapters and employees of the implementation of this initiative at formal meetings governed by applicable NORD V provisions.  Impacted employees are all LMSB revenue agents, specialists and audit accounting aides.  The meetings will be held during work hours and shall be conducted at all sites where impacted bargaining unit employees are located.  A question and answer period will be included in the meetings.  Questions left unanswered during the meeting will be responded to as soon as possible.  Answers to questions raised by or  of interest to the group will be communicated to the group in writing.  At the conclusion of the meeting the Employer will provided the Union with up to thirty (30) minutes to meet with employees without managers present.

2. Impacted employees will be provided appropriate training and materials necessary for their successful performance of their duties related to this initiative.  For those employees who will be provided with Audit Techniques classroom training in accordance with the provisions of the IRS/NTEU Large and Mid-Size Business Standardized Examination Procedures LOU dated September 12, 2000, the Employer will make a reasonable effort to provide the training before the employee is assigned to work a Pre-Filing Agreement.  If the training has not occurred when an employee receives such an assignment, the employee’s manager or another GS-13 or 14 employee will be available to assist that employee.  Employees will not be required to apply the new auditing standards to Pre-Filing Agreements until they have received the Auditing Techniques classroom training.     

3. Consistent with NORD V, Article 25, the Employer recognizes that the workload that employees can manage is dependent on such factors as geographic area covered, the type of work assigned, the grade level of work, the volume of work, priority programs, and other assigned duties.  If as a result of being assigned to participate in the development of a Pre-Filing Agreement an employee believes than an adjustment in their case inventory may be required, the employee will discuss this issue with their manager.  Necessary adjustments may be made on a case by case basis.

4. The Employer will provide a copy of this LOU to all impacted employees. 
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If the above reflects your understanding of the actions the Employer will be taking relative to the implementation of the Pre-Filing Agreement initiative, please indicate that understanding below and return the original of this letter to Bridget Rasmussen.  Please contact Bridget on (202) 622-8644 if you have any questions.

                                                            Sincerely,

                                                            /s/ Lucy G. Vargas 

Lucy G. Vargas                                                            Director, Office of Workforce Relations

Concurrence:

Katherine T. Lane                         3/12/01

________________________      __________

Katherine T. Lane                         Date

NTEU National Negotiator

