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HIGHLIGHTS -

INAPPROPRIATE CRITERIA WERE
USED TO IDENTIFY TAX-EXEMPT .
APPLICATIONS FOR REVIEW

Highlights
Final Report Issued on May 14, 2013

Highlights of Refarance Number: 2013-10-053
to the Internal Revenue Service Acting
Commissioner, Tax Exempt and Government
Entities Division.

IMPACT GiM TAXPAYERS

Early in Calendar Year 2010, the IRS began
using inappropriate criteria to identify

organizations applying for tax-exempt status to

review far indicatiens of significant political
campaign intervention. Although the IRS has
taken some action, it will need to do more so
that the public has reasonable assurance that
applications are processed without
unreasonable delay in a Tair and impartial
manner in the future. '

WHY TIGTA DID THE AUDIT

TIGTA initiated this aualt based on concents
expressed by members of Congress. The
overall objective of this audit was to determine
.whether allegations were founded that the IRS:
1) targeted specific groups applying for
tax-exempt status, 2) delayed processing of
targetesd groups’ applications, and 3) requested
unnecassary information froin targeted groupe.

WHAT TIGTA FOUND

The IRS used inappropriata criteria itiat
idontified for review Tea Party and othar
organizatinns applyiag fer fav-exempt statne
based upon their names or policy positions
instead of indications of potential political
campaign intervention. Ineffective management:
1) allowed inappropriate criteria to be developed
and stay in place for more than 18 months,

. 2) resulted ia substantial delays in proocasihg
cerfaé applicationa, antt 3) allewed unnecessary
informatinn regquasts to ha issued.

Although the processing of some applications *
with potential signifiearit political campaign

intervention was started soon after receipt, np
work was completed on the majority of these
applications for 13 months. This was due to
delays in receiving assistance from the Exempt
Organizations function Headquarters office.

For the 298 tatal politioai canfpalgn interventice -

applications TIGTA reviewed as of

December 17, 2012, 108 harl baan approved,
28 were withdrawn by the applicant, none had

. been denied, and 160 were open from 206 to -

1,138 calendar days (some for more than

* three years and crassing two election cycles).
. More than 20 months aiier the initial arse was

identified, procesging the cases bsgan in
eamest. Many organizations received requests.
for additionnl infonnation frorn the IRS that
included nnnecuesary, hutdéensbme queatiane
(e.g., listsrof past and futuce donors). The iR8
later informed same organizations thet they did

‘not need to provide previously requested

information. 'IRS officials. stated that‘any donor
information received in response to a request
from.its:Determinations Unit was later destroyed.

WHAT TIGTA RECOMMENDED-

TIGTA recommended that the IRS finalize the
interim actions taken, better document the
reasons why applications potentially involving
political campaign intervention are chosen for
review, develop a process to track requests for

- assistance, finalize and publish guidance,

develop and provide training to employees

. before each election cycle, expeditiously resotve

remaining political campaign inteivention cases
(some of whioh have baan in proceas for

three yaars), and roquest that social welfare
activity guidanca be develapsd by the
Departmegt of the Treasury.

In their response to the report, IRS officials
agreed with seven of cur nine recommendations
and proposed alternative corrective actidns for
two of our recommendatians. JIGTA doos not .

‘agree that the alternetine cacrective actions will

accomplish the intent of the recommendations
and continues to believe that the IRS should
better doeumimt the reftans why applisations
potentially involving pelitical campaign
intervention aré chosen for review and finalize
and publish guidance.
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MEMORANDUM FOR ACTING COMMISSIONER, TAX EXEMPT AND GOVERNMENT
ENTITIES DIVISION .

Dce 7)1y
FROM: ' Michael E. McKenney
. Acting Deputy lnspector General for Audit .

SUBJECT: Final Audit Report — Inappropriate Criteria Were Used to Identify
Tax-Exempt Applications for Review (Audit # 201210022)

This report presents the results af var review to determine witethet nllegatians were founded that
the Internal Revenue Service (IRS): 1) targeted specific groups applying for tax-exempt status,
2) delayed processing of targeted groups’ applications for tax-exempt status, and 3) requested
urmecessary information fram targeted groups. This audit was initiated based on concerns
expressed by members of Congress and reported in the media regarding the IRS’s treatment of
organizations applying for tax-exempt status. This review is included in our Fiscal Year2013
Annual Audit Plan and addresses the major management chalienge of Tax Compliance
Initiatives.

We wauld like to clarify a few issues based on the IRS response to our report. The response
states that our report views approvals as evidence that the Exempt Organizations function should
- not have looked closely at those applications. We disagree with this statement. Our objection
was to the criteria used to identify these applications for review. We believe all applications
should be reviewed prior to appreval to determine whether tax-exempt status should be granted.
The IRS’s response also states that issues discussed in the report have been resolved. We
disagree with this statement as well. Nine recommendations were made to corrgct concerns we
raised in the report, and corrective actions have not been fully |mplemented Further, as our
_report notes, a substantial number of applications have been under review, some for more than
three years and through two clection cycles, and remain open. Until these cases are closed by the
IRS -and our recommer.dations are fully implemented, we do not consider the concerns in this
report to be resolved.. Management’s domplete response tg the draft report IS incladed as
Appendix Vil
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Inappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

o'

Copies of this report are also being sent to the IRS managers affected by the report
recommendations. If you have any questions, please contact me.or Gregory D. Kutz,
Assistant Inspector General for Audit (Management Services and Exempt Organizations).
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Inappropriate CM Were Used to
Identify fax-_Brempt Applications for Review

'Backgrbunel

Organizations, such as charities, seeking Federal tax exemption are required to file an application
with the Internal Revenue Service (IRS). Gther organizations, such as social weélfare
organizations, may file an appilcdtion but are not required to do so. The IRS’s Exempt
Orgamizations (EO) functimm, Rulings and Agreemcnts affite, which is headquaitered in
Washingtan, D.C., is responsible for processing applications for tax exemption. Within the
Rulings &nd Agreements office, the Determinations Unit in Cincinnati, Ohto, is responsible for

‘reviewing applications as they are received to determine whether the organization qualifies for

tax-exempt status.

In Fisonl Year 2012,'.70 percent of all closad applications for tm:-exompi statis were approved
during an initial review with little or no additional information from the organizations. If
substantial additional information is needed, the application is placed in unassigned inventory
until it can be assigned to a specialist in the Determinationis Unit for further processing. The
specialist develaps.a lettar(s) requesting the addicional informntion and issnes it to the
organiaatian. Once the speeialist receives el the neceasnry infarmaticm to determiine whether an
orgnnization should be nfforded tax-exempt status, a final detetmination letter is issued to the
organization either approving or denying the request fer tax-exempt status. *~ *

If the Deterininations Unit needs technicul assistance pinesssing applicatiens, it may eall upon
the Technical Unit in the Rulings and Agreements office in Wastingtan, D.C.? The IRS’s gaal
for processing alt types of applications for tax-exempt status was 121 days in Fiscal Year 2012;
however, some cases may take substantially longer. For example, the EO function states in its
Fiscal Year 2813 Work Plan that applications requiring additional irifbrinatioa are not assigned
for review until an average of five months after they are received.

Most organizations requesting tax-exempt status must submit either a Form 1023, Application
Jor Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code, or

Form 1024, Application for Recognition-of Exemption Under Section 501(a), depending on the
type of tax-exempt organizatior. It desires to be. For exaniple, a ¢haritable organization would
request exemption under Internal Revenue Code (I.R.C.) Section (§) 501(c)(3),’ whereas a social
welfare organization would request exemption under I.R.C. § 501(c)(4).*

I A 12-consecutive-month period ending on the last day of any month. The Federal Govemmem’s fiscal year begins
on Octokar 1 an€ ends on September 30.

2 For a high-level organizational chart of offices referenced in this report, see Appendix V

*LR.C. § 501(c)(3) (2012). - ..

*LR.C. § 501(c)(4) (2012). '

Page 1
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Inappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

The I.R.C. section and subsection an organization is granted tax exemption under affects the-
activities it may undertake. For example, I.R.C. § 501(c)(3) charitable organizatians are
prohibited from directly or indirectly participating in or intervening in any political campaign on
behalf of or in opposition to any candidate for public office.(hereafter referred to as political
campaign intervention).” However, L.R.C. § 501(c)(4) social welfare organizations,

LR.C. § 501(c)(5)‘i agricultural and labor organizations, and I.R.C. § 501(c)(6)’ business leagues
may engage in limited political campaign interveption. Figurc 1 highlights certain characteristics
of common types of tax-exempt organizations.

"Figure 1: Charactenst:cs of Certain T
Common Types of Tax-Exempt,Orgamzatlons
I i , ERICRE 5010

H©) 5), nd:(1

s il " RPN D
- Yes ' ] No
' No Limited (must not constitute
) primary activity of organization)
No ' No
Limited (must not Yes -(unhmlted amount
. if in furtherance of
be substantial)
tax-exempt purposes)
' . Yes (unlimited amount -
o5 (permitied st o if in furtherance of
) N tax-exempt purposes)
Yes No

Source 'Draﬁ Adeocacu Gmde Sheet and lnternal Revenue Manual.

? Political campaign ini=rvention is the term used in Treasury Regulatipns §§ 1.501(c)(3)-1, 1.501(c)(4)-1,
1.501(c)(5)-1, and 1.501(c)(6)-1. .

¢ LR.C. § 501(c)(5) (2012).

T LR.C. § 501(c)(6) (2012).

® An organization engages in lobbying, or legislative activities, when it attempts to influence specific legislation by

directly contacting members of a legislative body (Federal, State, or local) or encouraging the public to contact those
members regarding that legislation. An organization also engages in lobbymg when it encourages the public to take
a position on a referendum. Lobbying is distinguished from political campaign intervention because lobbying does
not involve attempts to influence the election of candidates for public office.

% An organization angages in general advocacy when it attempts to 1) influence public opinion pn issues germane to
the organizatian’s trx-exempt purposes, 2) influence nonlegistative geverning bodics (e.g., the executive branch or
regulatory agencies), or 3) eneaurage voter participation thraugh “get aut the vate” drives, voter guides, and
"candidate debates in a2 nonpartisan, neutral manner. General advocacy basically includes all types of advocacy other
than political campaign intervention and lobbying.

. ' Page 2
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Inappropriate Criteria .Were Used to
Identify Tax-Exempt Applications for Review

During the 2012 election cycle, the activities of tax-exempt organizations received media
coverage concerning the amount of money spent on influencing elections. According to the
Center for Responsive Politics, tax-exempt groups, such as I.LR.C. § 501(c)(4), I.R.C. § 501(c)(5),
and L.R.C. § 501(c)(6) organizations, spent $133 million in Calendar Year 2010 on Federal
candidate-oriented expenditures. In Calendar Year 2012, this figure increased to $315 million."

_In addition, as shown in Flgure 2, the number of applications for tax-exempt status has increased
over the past four ﬁscal years."

Figure 2: Number of Applications for
I.R.C. §§ 501(c)(3)-(6) Tax-Exempt
Status Received by the IRS

2009 | 65,179 | 1,751
2010 | 59486 | 1,735 . 1,637
2011 | 58712 | 2,265 1,836

2012 66,543 3,357 1,081 2,338

. Suurce: “These data were provided by the EO function as
background and were not validaied. for accuracy or reliability.

1,828

During the. 2012 election cycle, some members of Congress raised concerns to the IRS about
selective enforcement and the duty to treat similarly situated organizations consnstently In
addition, several organizations applying-for

LR.C. § 501(c)(4) tax-exempt status made dllegations that

the IRS 1) targeted specific groups applying for tax-exempt This audit focased on
status, 2) delayed the processing of targeted groups’ atiagations that the IRS targated
applications for tax-exempt status, and 3 requested t:f_:cx':ﬁ &':;ﬁ:‘:ﬂ,’;’;gdfg o

‘unnecessary informatioa from targeted argémizatians. processing of targeted groups’
Lastly, several members of Congress requested that the IRS applications, and requested

investigate whether existing sacial welfase organizations unnecessary fsformation from
are improperly engaged in a substantial, or even targeted orgenizaiions.
predominant, amount of campaign activity.

We initiated this audit based an concerns expressed by Congtess and reported in the media
regarding the IRS’s treatment of crganizatioris applying for tax-exempt status. We focused our

' The Center for Responsive Politics obtained its information from the Federal Election Commission. We only
included expenditures reported to the Federal Election Commission specifically for advocating the election or defzat
of clearly identified Feceral candidates. . .

' Some of this increase may be due to the reapplisation of thiose orgunizations whose tax-exempt status was revoked
as a result of not filing information returns for three consecutive years.

Page 3
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lnappmpdaté Criteria Were Used to .
Identify Tax-Exempt Applications for Review

efforts on reviewing the processing of applications for tax-exempt status and determining
whether allegations made against the IRS were founded.'? Tax-exempt application case files
were selected for review in June 2012 and were reviewed as provided by the EO function
between July and November 2012. We did not review whether $pecific applications for
tax-exempt status should be approved or denied. _

This review was performed at the EO function Headquarters office in Washington, D.C., and the
Determinations Unit in Cincinnati, Ohio, during the period June 2012 through February 2013.
We canducted this nerformance audit in accordanee with generally accepted goverament
auditing standands. Those standards require that we plan and perform the audit 1o obtain
sufficient, appropriate evidence ta provide a reasonable basis far our findings and canelusions
based on our audit abjective. We believe that the.evidence obtained provides a reasonable basis
for our findings and conclusions based an our audit objective. Detailed information on our audit
objective, scope, and methodology is preseated in Appendix . Major contributors to the report
are listed in Appendix II.

12 A future audit is being considered to assess how the EO function monitors I.R.C. §§ 501(c)(4)~(6) organizations
to ensure that political campaign intervention does not constitute their primary activity.

Page 4
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_ Inappropriate Criterla Were Used to
Identify Tax-Exempt Applications for Review

[ 4

Results of Review

The Determinations Unit Used Inappropriate Criteria to Idéntify
Potential Political Cases )

The Determinations Uinit developed and used inappropriate criteria to identify applications from
organizations with the words Tea Party in their names. These applications (hereafter referred to
as petential politicai cases)"” were forwarded to a teamn of specialists' for review. Suhsequently,
the Determinations Unit expanded the criteria to inappropriatély include organizations with other
specific names (Patriots and 9/12) or policy positions. While the criteria used by the
Determinations Unit specified particular organization names, the team of specialists was also
processing applications from groups with names other than those identified in the criteria. The
inappropriate and changing criteria may have led to inconsistent treatment of organizations
applying for tax-exempt status. For exa.-nple ‘we identified some organizations’ applications
with evidence of s1gmﬁcant political campaign intervention that were not forwarded ta the team
of specialists far proressing but shauld have been. We also identified appdications that were
forwarded. to the team of specialists but did nat have indieations nf significant political campaign
interventian. All applications that were forwarded. to the team of specialists experienced
substantial delays in processing. Although the IRS has taken some action, it will need to do
more so that the public has reasonable assurance that applications are processed without
unreasonable delay in a fair and impartial manner in the future.

Criteriu for selecting applications inapprepriately identified 'o_rg' aniiutions based
on their names and policy pesitions :

The Determinations Unit developed and began using criteria to identify potential political cases

for review that inapproprlately identified specific groups applying for tax-exempt status based on

their names or policy ‘positions instead of developmg cnterna based on tax-exempt laws and
Treasury Regulations.

e 3 3 o e o o e o ol o e o o o o e 1l o ok ofe ok o ok ok o sl ok o ek ok ]***************t**ﬁ*##*t*#*‘*******#*ﬂi#***
.
kkdkkkkBRkkbkkkkkkkkbkk bk kkdkkke REkRkEER Rk Rkb kR kSRR Rkkkk Rk k kb kR h kR h kSR EL S

*1***_ According to media reports, same organizations were classified as LR.C. § 5€1(c)4)
social welfare organizations but operated like political organizations. *****¥¥*|¥#s¥xxsssx

13 Until July 2011, the Rulings and Agreements office referred to these cases as Tea Party cases. Afterwards, the
EO function referred to these cases as advocacy cases.

4 Initially, the team consisted of one specialist, but it was expanded to several specialists in Deccmber 2011. The
EO function referred to this team as the advocacy tesm.

Page 5
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Inappropriate Criteria Were Ulsed to
Identify Tax-Exempt Applications for Review

*#*******************************l*************.*'**#*****************##** Soon
thereafier, aecording to the IRS, e Determinetions Unit specialist was asked to search for

' apphcatlons with Tea Party, Patriots, or 9/12 in the orgamzatmn s name as well as other

“political-sounding” names. EO function officials stated that, in May 2010, the Determinations

~ Unit began developing a spreadsheet that would -become known as the “Be On the Look Out”

listing (hercafter referred to as the BOLO listing),'s which included the emerging issue of Tea
Party applieations. Ir June 2010, the Determinations Unit began trairting its specialists on issues.
to be asvare of, including Tea Party cases. By July 2010, Determinations Unit manageinent
statod that it had requested Its specialists tn be on the lookqut for Tea Party applications.

In August 2010, the Determmatlons Unit distributed the first formal BOLO listing. The cntena
in the BOLO listing were Tea Party orgam?atlons applying for LLR.C. § 501(c)(3) or

LR.C. § 501(c)(4) status. Based on our review of other BOLO listing criteria, the use of’
organization names on the BOLO listing is not unique to potential political cases.'® EO function
officials stated that Determinations Unit specialists interpreted the general criteria in the

BOLO listing and developed expanded criteria for identifying potential political cases."”

.Figure 3 shows that, by June 2011, the ekxpanded criteria included additional names (Patriots and

9/12 Praject) as well as polioy positions espoused by organizations in their applioations.
F:gure 3: Criteria for Potential Political Cases (June 2011)

Source: EO function bm.:fng dated June 201 L

The mission of the IRS is fo provide America’s taxpayers top quality service by helpmg them
understand and meet their tax responsibilities and by applying the tax law with integrity and
fairness to all. According to IRS Policy Statement 1-1, IRS employees accomplish this mission
by being impartial and handling mx matters in a manner that will promote public confidence. -
However, the criteria developed by the Determinations Unit gives the appearance that the IRS is
not impartial in conducting its mission. The criteria focused narrowly on the names and policy

1% The BOLO listing includes a consolidated list'of emerging issues the EO function identifies for dissemination to

Determinations Unit spetialists.
18 We did not review the use pf other named osganizations on the BOLO listing to determine if their ase was
a propriate.

' During interviews with Determinations Unit specialists and managers, we could not specifically detenmne who
had been involved in creating the criteria. EO function officials later clarified that the expanded criteria were a
compilation of various Determinations Unit specialists* responses on how they were identifying Tea Party cases.

y Page 6
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Inappropriate Criteria Were Used to *
_ identify Tax-Ex‘empt Applications for I_Ieview

positions of organizatiphs instead of tax-exempt laws and Treasury Regulations. Criteria for
selecting applications for the team of specialists should focus on the activities of the

. organizations and whether they fulfill the requirements of the law. Using the names or policy

positions of organizations is not an appropriate basis for identifying apphcatlons for review by
the team-of specialists.

"We asked the Acting Commissioner, Tax Exempt and Government Entities Division; the

Director, EO; and Determinations Unit personnél if the criteria were influenced by any
individunl or organization outside the IRS. All of these offivials staied that the criteria were not
influenocd by any individeal or organizatian outside the IRS. Instead, the Determinetions Unit
developed and implemented inappropriate criteria in part duo to insufficient oversight provided
by management. Specifically, only first-line management approved references ta the Tea Party
in the ROLO listing criteria before it was implemented. As a tesult, inappropriate criteria

. remained in place for more than 18 months. Determinations Unit employees also did not

consider the public perception of using politically sensitive criteria when identifying these cases.
Last_ly, the criteria developed showed a lack of knowledge in the Determinations Unit of what -
activities are allowed by L.R.C. § 501(c)(3) arxt L.R.C. § 501(c)(4) organizations.

Determinations Unit employees stated that they considered the Tea Party criterion as a shorthand -
term for all potential political cases. Whether the inappropriate criterion was shorthand for all
potentiai pOlltlcal cases or not, developing and using criteria that focuses on organization names
and policy pesitions instead of the activities permitted under the Treasury Regulations does nat
pramote public confidence that tax-exempt laws are baing adhered to 1mpart1ally In addition,
the applications for those organizations that were identified for processmg by the team of
specialists experienced significant delays and requests for unnecessary information that is

"detailed later in this report:
*After being briefed on the expanded criteria in June 201 1, the Director, EO, immediately

directed that the criteria be changed. In July 2011, the criteria were changed to focus on the
potential “political, lobbying, or [general] advocacy” activities of the organization. These
criteria were an improvement over using organization names and policy positions. However, the
team of specialists subsequently changed thecriteria in January 2012 without executive approval

-because they believed the July 2011 criteria were too broad: The January 2012 criteria again.

focused on the policy positians-of organizations instead of taxexempt laws and Treasury
Regulations. After three months, the Director, Rulings and Agreements, learned the criteria had
been changed by the team of specialists and subsequently revised the criteria again in May 2012.
(See Appendix VI for a complete timeline of criteria used to identify potential political cases).
The May 2012 criteria more clearly focus on activities permitted under the Treasury Regulations.
As a result of changes made to the eriteria without inanageuent knowledge, the Director,
Rulings and Agreements, issued a memerandum requiring all original entries and changes to
criterin inrluded on tire BOLO listing be approved at the exeentlve level prior to urmlemenwrion.

Page 7
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Inappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

The team of specialists processed applications by ordanizations with names
other than Tea Rarty, Patriot_.g, and9/12 :

To determina if organizations other than those specifically identified in the inappropriate criteria
were processed by the team of specialists, we reviewed the names on all applications identified
as potential political cases.'" Figure 4 shows that approximately one-third of the applications
identified for processing by the team of specialists included Tea Party, Patriots, or 9/12 in their
names, while the remainder did not. According to the Director, Rulings and Agreements, the
fact that the team of specialists worited applieations that did not involve the Tea Patty, Patriots,
or 9/12 groups demonstrated that the IRS was not politically biased i in its idemsification of
applications for processmg by the team of specialists.

Figure 4: Breakdown of Potential Polltical Casuos by Organization Name

Tea Party
9/12
* &3 Patriots
' @ Other’

Source: EO function Potential Political Case Tracking Sheet as of May 31, 2012.

While the team of specmhsts reviewed appplcatlons from a variety of organizations, we
determined during our reviews of statistical samples of LR.C. § 501(c)(4) tax-exempt
applications that all cases with Tea Party, Patriots, 6r 9/12 in thelr names were forwarded to the
team of specialists.'” o :

'8 We could not determine which potential political cases may have been identified based on an orgamzatlon s
Pollcy positions.

® We determined this hrough two statistical samples of 338(7.5 percent) from a universe of 4,510 LR. C § 501(c)(4) .
tax-exempt applications filed during May 2010 through May 2012 that were pot forwarded to the team of specialists.
See Appendix I for details on our sampling methodology.
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were not.identif not.;dentlf'md | for. rewiew by the team af .ﬁomhsts

In May 2012, the Dlrector Rulings cnd Agreements, approved the current criteria for identifying
‘potential political cases. The criteria are “501(c)(3), 501(c)(4), 501(c)(5) and 501(c)(6)
organizations with indicators of significant amounts of political campalgn intervention....” To
determine if all cases with indications of significant political campaign intervention were sent to
the team of specialisls, we reviewed two statistical samplcs of LR.C. § 501(c)(4) applications.

e Applications That the IRS Determined Required Minimal or No Additional
Information for Processing — We reviewed a statistical'sample of 94 I.R.C. § 501(c)(4)
cases closed from May 2010% through May 2012 from a universe nf 2,051 applications
that the IRS determinéd required minimal or no additional information from-the
organizations (also referred to by the EO function as merit closures). We determined that
two (2 percent) of 94 approved applications had indications of significant political
campaign intervention and should have been forwatrded to the team of specialists.” -
Based on our statistical sample, we pro_|ect an estimated 44 merit closure applications
were not appropriately identified as potential policical cases during this time penod z

e Applications Identified by the IRS That Required Additional Information for - _ o
Processing — We reviewed a statistical sample of 244 L.R.C.'§ 501(c)(4) cases closed '
“from May 2010 through May 2012 or open as of May 31, 2012, from a universe of
2,459 applications that the IRS determined requnrrd additional information from the
organizations applying for tax-exempt status (also referred to by the EO'function as full
development applications) but were not forwarded to the team of specialists. For the
applications that were available for our review, we found that 14 (& percent)® of
237 applications™ included indications of significant political campaign interventior: and
should have been proeessed by the team of apecialists. 5 We project an estimated 141 full

developnent applications were: not appropriately |dent|ﬁed as potential political cases
during this time period.?

0 May 2010 was chosen because it is the ﬁrst date that we were mfonned that the Determmatlorfs Unit was usmg
criteria which identifiec specific organizations by name.
2! Neither of the two cases involved a Tea Party, Patriots, or 9/12 orgammtlon
2 gee Appendix IV.
2 None of the 14 cases involved a Tea Party, Patriots, or 9/12 orgamzatlon :
% We could not analyze seven sampled application case files because of incomplete documentation in the case files
gsm applicatians) or the case fild could not bc lecated (one application). See Appendix IV.
We determined that eight applications were appropriately forwarded to the team of specialists. Five of the
elght application case files invclved Tea Party, Patriots, or 9/ 12 organizations.
% See Appendlx 1v.
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To determine if cases without indications of s}gniﬁcant political campaign intervention were
sent ta the team of specialists, we reviewed dll of the applications ldl‘ﬂtlﬁﬁd as potential
political cases as of May 31, 2012.

e Applications That the IRS Determined Should Be Processed by the Team of
Specialists — We reviewed all 298 applications that had been identified as potential
political cases as of May 31, 2012. In [he majority of cases, we agreed that the
applications submitted included indications of significant political campaign intervention.
However, we did not identify any iridications of significant poliiical campaign
intervention for 91 (31 pereent) of the 296 apphca’nons27 that had complete
documentation.?

We discussed our results with £O function officials, who disagreed with our findings.
Although EO funation officials provided explanations about why the applications should
have been identified as potential political cases, the case files did not include the specific
reason(s) the applications were selected. EO function officials also stated that
applications may not literaly include statements indicating significant political campaign
intervention.” According to EO functian officials, qeganizations may not understand
what constitutes paiilical canrpaign intervention or may provide vague desuriptions of
certnin aetivities that the ED fuoctionknows front past experlence potentially involve
political cathpaign interveation. In these cases, the EQ function believes it is important
to review the applications to ensure that political campaign intervention is not the
organizations’ primary activity. To provide further assurance that Determinations Unit
employees are handling tax matters in an impartial manner, it would be Helpful to
document specifically why applications are chosen for further review.

Recommendations

The Director, EO, should:

Recommendation 1: Ensure that the memorandum requiring the Director, Rulings and
Agreements,'to approve all original entries and chahges to criteria included on the BOLO listing
prior to implementation be formalized in the appropriate Internal Revenue Manual.

Management’s Response: The IRS agreed with this recommendation and will
ensure that tbe proceduras set farth int the memorendum requiring the Director,

" We could not complete our review of two cases due to inadequate documentation in the case files. See
Appendlx IvV.

2 Seventeen (19 percont) of the 91 applications involved Tea Picty, Painos,-or 9/12 organizatiuns.
# It should also be noted that, in some cases, specialists obtained additional information after the application was
received that indicated the organizations were involved.in political campaign intervention which was not available in
the initial application documentation we reviewed.
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Rulings and Agreements, to approve in advance all'original entries and ;:hanges to the
BOLQ listing are made part of the Internal Revenue Manual.

Recommendation 2: Develop procedures to baiter docurnent the reasan(s) applications are
chosen for review by the team of specialists (e.g., evidence of specific political campaign
intervention in the application file or specific reasons the EO function may have for choosing to
review the application further based on past experience). °

Management’s Response: The IRS proposed an glternative corrective action to
our recommendation. The IRS stated it will review its screening procedures to

determine whether, and to what extent, additional documentation can be implemented
without having an adverse impact on the tirneliness of case processing.

Office of Audit Co:nment: We do not blieve this ultemative currective action fully
addresses the recommendation. Develeping procedures to better dacthmertc the reasons
applications are chosen for further review would help ensure that applications are being
handled in an impartial manner. In addition, as detailed in the next section of this report,
the average time these applications have been open is 574 days as of Deecember 17, 2U12.
We do net believe documenting a brief explanation about why upplications are chosen for
reviewv would have an edverse impart on the tinelinesa of nase nrocessing.

Recommendation 3: Develop training or workshops to be held before each election cycle
including, but not limited to, the proper ways to identify applications that require review of
political campaign intervention activities.

flanagement’s Response: The IRS agreed with this eccommendation arm will
develop training on tin: topics descrebed in Raeommendatioos 3, 5, 6, and 9. Because
election cycles are continuous, the IRS will develop a schedule which ensures that
staff have the training as needed to handle potential political intervention matters.

Potential Pdiitical Cases kxperienced Significant Processing Delays

Organizatians that applied for tax-exempt status and had their applications farwarded to the team
of specialists experienced substantial delays. As of December 17, 2012, many organizations had
“not received an apprcval or denial letter for more than two years after they submitted their
applications. Some cases have been open durigg two election cycles (2010 and 2012). The
IRS Strategic Plan 2009-2013 has several goals and objectives that involve timely interacting
with taxpayers, including enforcement of the tax law in a timely manner while minimizing
taxpayer burden. The EO function does not have speciﬁc timeliness goals for processing
applications, such as potentlal political cases, that require significant follow-up with the
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organizations.® The time it takes to process an apphcatlon depends upon the facts and
circumstances of the vase.

Potential political eascs took significantly longer than average to process due to ineffective
management oversight. Once cases were initially identified for processing by the team of
specialists, the Determinations Unit Program Manager requested assistance via ¢-mail from the
Technical Unit to ensure consistency in processing the cases. However, EO function
management did not ensure thet there was a formal process in place for initiating, tracking, or
monitoring requests far absistance. tn additinn, there were'sevaral changes in Rulings and -
Agreaments managemest responsible for overseeing the fulfillment of requests for assistance
from tha Determinations Unit during this time period. This cantributed to the lengthy delays in
‘processing potential political cases. As a result, the Determinations Unit waited more than

20 months (February 2010 to November 2011) to receive draft written guidance from the
Technical Unit for processmg potential political cases.

As a result, the IRS delayed the issuance of Ictters to organizations approvmg their tax-exempt
status. For LR.C. § 5Q1(c)(3) organizations, this mcans that potential donors and grantors could
be reluctant to provide donations or grants.*' In addition, somg organizations withdrew their
applications and others may not have begun conducting planned charitable or social welfare
work. The delays may have aiso prevented snme organizatiens from raceiving cacimin benefits of
the tax-exempt atatus. For example, if organizations are appraved for tax-exempt status, they
may receive exemption from certain State taxes and reduced postal rates. For organizations that
may eventually be denied tax-exempt status but have been 'operatmg while their appllcatlons are
pending, the orgamzatlons will be required to retroactively file income tax returns and may be
liable to pay income taxes for, in some cases, more than two years.

To analyze the delays, we: 1) reviewed the events that led to delays in processing potentlal
politioal cases, 2) compared the amount of time cases assigned to the team of specialists were
open to applications that were not assigned to the team of specialists, and 3) determined if
organizations were eligible to sue the IRS due to delays in processing certain applications. - -

Patertial political cases experieaced.long precassina.delavs

The team of specialists stopped working on putential political cases from Octaber 2010 through
Noventver 2011, resuiting in a 13-montk delay, while they waited for assistanee from the
Technical Unit. Figure 5 illustrates significant events and delays concerning potential political
cases. FFonn comprehensive timeline of events related to poten&al puhtlcal cases, see

Appendix VII.

% The EO functian, however, had an over nll goal to process merit and full development mx—exnmpt applications in
121 days for Fiscal Year 2012.

31 Of 298 cases reviewed, 89 were LR.C. § 501(c)(3) orgammtlons
v : Page 12
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Figure 5: Timeline of Events and Delays Involving the Processing
of Patential Political Cases (*****1****** Through May 2012)

t*#*#*l##t!‘*i t#l**#*****##*t#tt#tttt####*#]#######*t?*t*#t*#t*#t########t#
) **#*#**##***#****#*]#*########. ¢
April 2010 The team of specialists is formed with one specialist who is ass-lgnec‘l potential
political cases and begins workmg on them with the assnstance of a Technical Unit
employee. .

October 2010 The team of speciaiists stops processing potentiel politicel cases while waiting far
assistance from the Technical Unit.

July 2011 The EO function decides to develop written guidance for the Determinations Unit
" | to process the potential political cases.

November 2011 Draft written guidance is provided to the Determinations Unit.

December 2011 Additional specialists are added to the team of specialists.

January 2012 Specialists begin i |ssumg additional information request letters to organizations
applyirig for tax-exempt status, requesting that the information be provnded in
two to tiirae weeks. Theae Eme parfods are standard response times given for any
information request and are included in the Internal Revenue Manual.

February 2012 Concerns are raised in the media regarding requests for significant amonts of
information from orgamzatlons applying for tax-exempt status. The Directar, EO,

«| stops specialists from issuing any more letters requesting information. Instead, .
letters allowing extensions of 60 days to respond to previous additional information
letters were develaped and issued in March and April 2012. These letters also noted
that applicants should contact the IRS if they needed longer than 60 days to respond.

May 2012 A workshop is given to Determjnations Unit specialists assigned to potential
political cases. Afterwards, a review of all the open casts is completed to
recommend whether additional processing is necessary or whether the cases can
be closed (as of Deoamber 17, 2012, 160 spplications were still being processed). -

Source Interview. o EO ﬁmcuon employees and our review of EO function e-mails.

Ineffective oversight by mam-%gement led to signiﬁcama delays in processing potential political
cases. **#*#***#************##*l**#*t#**tt****] e dfe.sfe g ofe ol e e vk e e ok ok sk sk dk kR R R R ke ke ok ok ok ok
**********] kokkkkkokkkkkdkk k********##***#** In Apnl 20]0 the Determmatlons Umt
Program Manager requested via e-mail a contact in the Technical Unit to provide assistance with
processing the applications. A Technical Unit specialist was assigned this task and began
working with the team of specialists. The team of specialists stopped processing cases in
October 2010 without closing any of the 40 cases that were begun. However, the Detertninations
Unit Program Manager thought the cases were being processed. Later, we were informed by the
.Director, Rulings and Agreements, that there was a miscommunication about processing tha
cases. The Determinations Unit waited for assistance from the Technical Unit instead of
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continuing to process the cases. The Determinations Unit Program Manager requested status
updates on the request for assistance several times via e-mail. Draft written guidance was not
received from the Technical Unit until November 2011, 13 months after the Determinations Unit
stopped processing the cases. As of the end.of our audit work in February 2013, the guldance
had not been finalized because the EO function decided to provide training instead.”

Many organizations waited much longer than 13 months far a decision, while others have yet to
receive a decision from the IRS. For example, as of December 17 2012, the IRS had been
processing several potential pulitical cases fiu miore than 1,000 calendar days. Some of thcsu
organicaiians received requests for additional informiatian in Calendar Year 2010 and then did
not hkear from the IRS again for more than a year while the Daterminations Unit waited for
assistance from the Technical Unit. For the 296 patential political cases we reviewed,” as of
December 17, 2012, 108 applications had been approved, 28 were withdrawa by the apphcant,
none had been denied, and 160 cases were open from 206 t6.1,138 calendar days (some crossmg
two election cycles).

In March 2012, the Deputy Commissioner, Services and Enforcemeht, asked the Senior
Technical Advisor to the Acting Commissioner, Tax Exempt and Government Entities Division,
to look into concerns raised by the media about delays in processing applications for tax-exempt
statas from Tea Party grouns and the nature of the questions being msked related Yo the

“applications. In Aprii 2012, the Senior Techaleal Advisor to the Acting Commissioner, Tax

Exempt and Government Entities Division, along with e team of EO function Headquarters
office employees, reviewed many of the potential political cases and determined that there
appeared to be some confusion by Determinations Unit specialists and applicants on what
activities are allowed by I.R.C. § 501(c)(4) organizations. We believe this could be due to the
lack of specific guidance on how to determine the “primary activity” of an L.R.C. § 501(c)(4) .
organization. Treasury Regulations state that LR.C. § 501(c)(4) organizations should have sociai
welfare as their “primary activity”; however, the regulations do not define how to measure
whether sociul welfare is an organization’s “primary activity.” :

- As a result of this confusion, the EO function Headquarters employees provided a two-day

workshop to the team of specialists in May 2012 to train them on what activities are allowable by
LR.C. § 501(c)(4) organizations, including lobbying and political campaign intervention. After
this workshop, potenfial political cases were independently reviewed by two people to determine
what, if any, additional work needed to be completed prior to making a decision to approve or
deny the applications for tax-exempt status. This review continyed on any newly identified
potential political cases. Prior to the hands-on training and mdependent reviews, the tearn of’
specialists had only approved six (2 percent) of 298 applications. Afler the hands-un trgining

32 In response to the National Tﬁxpayer Advocate’s 2007 Annual Report to Congress, the l.RS conmented that
putting guide sheets foi processmg applications for tax-exempt status on its Internet site would result in fewer
delays. .

R TTETTI P T R ET A P PR PR TS S P P T 12 T T 1 #t*#*i.t*‘ttt**t*#l**i*titt**tt*it##‘il-il
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and independent reviews began, the Determinations Unit approved an additional 102 applications
by December 2012.* In addition, it was decided that applications could be approved, but a

- referral for follow-up could be sent to another unit,** which could review the activities of an
organization at a later date to determine if they were consistent with the organization’s
tax-exempt status.

Potentlal political cases were open much longér than similar cases that were not

identified for processing by the team of specialists

For Fiscal Year 2012, the average time it took the Determinations Unit to complete processing
applications requiring additional information from organizations applymg for tax-exempt status
(also referred to by the EO function as full development cases) was 238 calendar days according
to IRS data. In comparison, the average time a potential political case was open as of
December 17, 2012, was 574 calendar days (with 158 potential political cases being open longer
than the average calendar days it took to close other full development cases).* Figure 6 shows
that more thar 80 percent of the potential political cases have been ‘open more than one year.

Figure 6: Number of Calendar Days Potential Political Cases
Were Open (as of December 17, 2012)

160

(0%) %) - 2%) | (18%) 81%)
Source: Our analysis of EO function documentation. '

"3 Of the 102 applications, 29 (28 percent) mvolved Tea Party, Patriots, or'9/12 organizations.
% The Review of Operatlons Unit completes eomphance reviews on tax-exempt organizations to determine whether
they are operatmg in accordance with their tax-exempt purposes and are current with their filing requirements. Unit
personnel review information available on IRS systems, filed returns, applications for tax exemption, and the
Internet to assess the orgamzatlons operations and make recommendations for further actions.
3 See Appendix IV,
37 Percentages may not equal 100 percent due to roundmg
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-Some charitable organizations were éli ible to sue the IRS for declarato

judament die to the relays in processing soplications

The Determinations Unit did not always timely spprove or deny the applications for

LR.C. § 501(c)(3) tax-exempt status for potential political cases. However, the tax law provides
organizations with the ability to sue the IRS to force a decision on their applications if the IRS
does not approve or deny their applications within 270 catendar days.”®

As of May 31, 2012, 32 (36 percent) of 89 I.R.C. § 501(c)(3) potential political cases were open
more than 270 calendar days, and the organizations had responded timely to all requests for
additional information, as required. As of the end of our fieldwork, none of these organizations
had sued the IRS, even though they had the legal right. In anather 38 open cases, organizations
were timely in their responses to additional information reqnests, but the 270-calendar-day
threshold had not been reached as of May 31, 2012. These 38 organizations may have the right
to sue the IRS in the future if determinations are not made within the 270-calendar-day period.

Recommeridations. .

The Director, EO, should:

Recommendation 4: Develop a process for the Determinations Unit to formally request *
assistance from the Technical Unit and the Guidance Unit.® The process should include actions
to initiate, track, and monitor requests for assistance to ensure that requests are responded to
timely. '

' Management’s Respanse: The IRS agreed with this recommendatien and will
develop a formal process for the Determinatinn Unit to request assistance and to
monitor such requests. '

Recommengatian 5: Develop guidance for specialists on how to process requests for
tax-exempt status involving potentially significant political campaign intervention. This
guidance should also be posted to the Internet to provide transparency to organizations on the
application process. .

Managsment’s Response: The IS proposed alternative corrective.action to our
recommendation. The IRS will develop training on the topics described in
Reeommendations 3, 5, 6, and 9. Because electian cycles are oentinuous, the IRS

% Revenue Procedure 2012-U9 provides further guidance on the implenientation of this right.
* Tax-exempt application cain filec were selected for review in June 2012 based on o May 31,2012, listing of _
: ?(Pplications being processed by the team of specialists. . .
The Guidance Unit provides formal and informal guidance that explains how certain laws, such as regulations, -
revenue rulings, revenue procedures, notices, and announcements, may apply to exempt organizations. '

Page 16

DBCS 22




. Inmappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

noted that it will develop a schedule which ensures that staff have the training as
needed to handle pntential political intervention matters.

Ofiice of Audit Comment: We do not believe that this altemative corrective action
fully addresses our recommendation. We believe that specific guidance should be
developed and made available to specidlists processing potential political cases. Making
this guidance available on the Internet for organizations could also address a concern
raised in the IRS’s response that many applications appear to contain incomplete and
inconsistent information.

Recommendation 6: Develop training or workshops to be held before each election cycle
including, but not'limited to: a) what constitutes pdlitical gampaign intervention versus general
advocacy (including case examples) and b) the ability to refer for follow-up those organizations
that may conduct activities in a future year which may cause them to lose their tax-exempt status.

Managament’s Regponse: The IRS agreed with this reeommendation and will
develop training un the tapics described in Recommendations 3, 5, 6, and 9. Because
election cycles are continuous, the IRS reported that it will develop a schedule which
ensures that staff have the training es needed to handle potential polftical intervention
matters.

Recommendation 7: Provide oversight to ensure that potential political cases, some of which
have been in process for three years, are approved or denied expeditiously.

Management’s Resgons The IRS:- -agreed with this recommendation and stated
that, while this is an ongoing project, it is closely overseeing the remaining open cuses
to ensure that it reaches dsterminations as expeditiously as possible.

The Acting Commissioner., Tax Exempt and Go:ve.mment Entities Division,- should:

Recommendation 8: Reeoramend to IRS Chief Counsel and the Department of the Treastiry
that guidance on how to measure the “primary activity” of LLR.C. § 501(c)(4) social welfare *
organizations be included for consideration’in the Department of the Treasury Priority Guidance
Plan.*

Management’s Response: The IRS dgreed with this recommendation and wil!
share this reccommendation with the IRS Chief Counsel and the Department of
Treasury’s Office of Tax Policy."

! The Department of the Treasury issues a Priority Guidance Plan each year to identify and prioritize the tax issues
that should be addressed through regulatlons revenue rulmgs, revenue procedures, notices, and other published
administrative guidance.
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.

The Determinations Unit Requested Unnecessary Information for
Many Potentlal Political Cases

The Determmatlons Unit sent requests for information that we later (in whole or in part)
determined to be unnecessary for 98 (58 percent) of 170 orgamzatlons that received additional
information request letters.* According to the Internal Revenue Manual, these requests should
be thorough, complete, and relevant. However, the Determinations Unit requested irrelevant
(unnecessary) inforination beeause of a lack of manageriat review, at alt levels, of questions
befare they were sent to arganizations seeking tax-exsmpt stafus. We aise believe that
Determinations Unit specialists lacked knowledg® of what activities are allowed by
.LR.C. § 501(c)(3) and L.R.C. § 501(c)(4) tax-exempt crganizations. This created burden on the
organizations that were required to gather and forward information that was not needed by the
“Determinations Unit and led to delays in processing the applications. These delays could result
in potential donors and grantors being reluctant to provide donations or grants to organizations
applying for L.R.C. § 501(c)(3) tax-exempt status. In addition, some organizations may not have
begun conducting planned charitable or social welfare work.

After receiving draft guidance in November 2011, the team of specialists began sending requests
for additional information in January 2012 to organizations that were applying for tax-exempt.
status. For some organizations, this was the second letter received from the IRS requesting
additional information, the first of which had been received more than a year bafore this date.
These letters requested that the information be provided in two or three weeks (as is customary in
.these letters) despite the fact that the IRS had done nothing with some of the applications for
more than one year. After the letters were received, organizations seeking tax-exempt status, as
well as members of Congress, expressed concerns about the type and extent of questions being
asked. For example, the Determinations Unit requested donor information from

27 organizations® ‘that it would be required to make public if fhe applicatien was approved, even
though this information could not be disclosed by the IRS when provided by organizations
whose tax-exempt status had been approved. Figure 7 shows grf exiimple of requesia seat to
organizations applying fon tsx-exempt status regarding donors.

“2 See Appendix IV.
“ Of the 27 orgamzatlons 13 had Tea Party, Patriots, or 9/12 i in their names.
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. FigureT7: Example of Requests for Information Regarding
Past and Future Donors in Letters Sent in January/Febmary 2012

Source: Application case files..

After media attention, the Director, EO, stopped issuance of additional information request
letters and provided an extension of time to respond to previously issued lettérs. ‘The Deputy
Commiusioner for Services and Enforcement then asked the Senior Technical Advisor to the
Acting Commissioner, Tax Exempt and Government Entities Division, to find out how
applications were being processed and make recormmendations. , The Senior Technical Advisor
and a team of specialists visited the Determinations Unit i in Cineinnati, Ohio, and began
reviewing cases. As part of this effort, EO function Headquarters office employees reviewed the
additional information request letters prepered by the team of speciaiists and identified

seven (juestions that they deemed unneeessary. Subsequently, the EO function instituted the
practice that all additionai information request letters for potentinl political cass be reviewed by
the EO function Headquarters offica before they are sent to organizations seeking tax-exempt
_status. In addition, EO function officials informed us that they decided to destroy all donor lists
. that were sent in for potential political cases that the IRS determined it should not have
requested. Figure 8 lists the seven questions identified as being unnecessary.
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.

1 Requqsts the names of donors

2 Requests a list of all issues that are important to the orgamzatlon and asks that
the organization indicate its position regarding such issues.

3 Requests 1) the roles and activities of the audience and participants other than
members in the activity and 2) the'type of conversations and discussions
members ani participanta had during the activity.

4 Asks whether the officer, director, efc., hus run or will run for public office.

Requests the political affiliatiorr of the of’ﬁcer, director, speakers, candidates
supported, efc., or otherwise refers to the relationship with 1dent|ﬁed
political party—related orgamzatlons

6 Requests information regardmg employment, other than for the orgamza’non,
including hours worked.

7 Requests information regarding activities of another organization — not just
the relationship of the other organization to the applicant.

Source: EO function review of additional information request letters.

We reviewed case file information for all 170 organlzations that received additional infonnation
request letters and determined that 98 (58 percent) had received requests for information that was -
later deemed unnecesnary by the EO function. Of the 98 organizations:

. ]5 were mfor'ned that they did not need to respond 1o previous requests fon mformatlon
and, instcad, received a revised request for mfomatlon .

o 12 either received a letter or a telephone call stating that their application was eppmved
and they no longer needed to respond to mformatlon requests they had received from the
IRS. .
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Figure 9 shows excerpts from the approval letter developed for organizationé that did not need to
respond to a previous additional information request letter.

Figure 9: Excerpts From a Template Appreval Lgtter, Which Includes a Statement
. That Previously Requested Information Is No Longer Needed

Dear Applicant: »

We are pleased to inform you that upon review of your application for tax-
exempt status we have determined that you are exempt from Federal income tax
under section 501 (c) (4) of the Internal Revenue Code. Because this letter
could help resclve any questions regarding your exempt status, you should
keep it in your permanent recortis.

-
Please note.that we have just completed another review of your requestto be
recognized as tax-exempt under section 501 (c) (4) of the Internal Revenue
Codes. Based on that review, we concluded that we do not need the additional
materiais previously requested because yaur appllcatlon and materials provide
sufficient mformatlon

Source: IRS template approval letter.

Recommendation’ - R

Recommendation 9: The Director, EO, should develop training or workshops to be held
before each election cycle including, but not limited to, how to word questions in additional
-information request letters and what additional information should be requested.

Management's Response: The IRS agreed with this recommendation 9.nd W|ll
develop training on the topics described in Recommendations 3, 5, 6, and 9. Because
. election cycles are continuous, the IRS reported that it will develop a schedule which
. ensures that staff have the training as needed to handle potential political intervention -
‘matters.
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Appendix |

Detailed Objective, Scope, and Methodology

The overall objective was to determine whether allegations were founded that the IRS:

1) targeted specific groups applying for tax-exempt status, 2) delayed processing targeted
groups’ applications for tax-exempt sintus, and 3) requested uhnecessary mfnrmarlon from
targeted groups. Ta accomplish aur objective, we:

L Assessed the actions taken by the EQ futiction in response to the increase in applications
for tax-exempt status fromn organizations potentially involved in political campaign
intervention.

A. Interviewed EO function manegement te identify steps takon and who authorized
them. We also developed a timeline of events.

B. Obtained a list of applications that were ‘identifted for processing by the team of
specialists and determined the status of the identified cases (open, approved, denied,
etc.) through May 31, 2012. We also received an updated list of identified cases

" through Decembier 17, 2012, ta determine the status of each initial case as of this date.

C. Determined whether precedures and controls in place since May 2010 resulted in
_ inconsistent treatmerit of applications potentiaily involving poliucal campurign
intervention.

L Determined whether chunges to proeedures ard controls since May 20110 affected the
timeliness of reviewing applications potentially mvolv'ing political campalgn
intervention. , .

A. Interviewed EO function personnel to determine whether there were any outside
influences that affected the timeliness of reviewing potential political cases.

B. Reviewed all 89 I.R.C. § 501(c)(3) potential poiitical cases to determine whether they
were processed within the 270-day standard required by law.

III.  Determined whether the actions taken by the EO function to identify appllcatlons for
tax-exempt status of organizations potentlally involved in political campaign intervention
were consistent.

A. Selected a statistical sample of 244 operi and clesed I.R.C. § 501(c)(4) application
cases from a universe of 2,459 cases that the IRS detérmined needed significant
additional information.(full development) on the Employee Plans/Exempt

* Organizations Determination System from May 2010 through May 2012 to determine
whether they should have been identified for processing by the team of specialists.
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We selected our statistical sample uSing the following criteria: 90 percent confidence
level, 50 percent error rate,' and + S percent precision rate. We used a random sample
to ensure that each application case had an equal chance of being selected, which
enabléd us to obtain sufficient evidence to support our results. A contracted
statistician reviewed our projections.

1. Obtained the universe of 2,459 cases from the Employee Plans/Exempt
Organizations Determination System and performed validity checks to ensure that
the data were accurate. We found the data could be relied on for this review.

2. Obtained a statistical sample of open and closed application cases.

3. Determined whether application cases with poténtial political campaign
intervéntion issues were identified for pracessing by the tean of specialists.

4. Interviewed EO function persanaet to obtain their perspoctive on any applieation
cases we identified that should have been identified for processing by the team of
specialists but were not.

B. Selected a statistical sample of 94 closed I.R.C. § 501(c)(4) application cases from a
universe of 2,051 cases that the IRS determined did not need significant additional
informaticn (merit cases) on the Employee Plans/Exempt Organizations
Determination Systerr« from May 2010 thmugh ‘May 2012 to deterntine whethec they
should have been identified far processing by the team of specialists. We selected
our statistical sample using the following criteria: 90 percent confidence level,

- 10-percent error rate,? and + 5 percent precision rate. We used a random sample tq
ensure that each application case had an equal chance of being selected, which
enabled us to obtain sufficient evidence to support our results. A contracted
statistician reviewed our projections. :

1. Obtained the universe of 2,051 cases from the Employee Plans/Exempt
Organizations Determination System and performed validity checks to ensure that
the data were accurate. We found the data could be relied on for this review.

2. Obtained a statistical sample of closed application cases.

3. Determined whether application cases with potential polmcal campalgn
intervention issues were not identified for processing by the team of speciaiists.

' An expected error rate cf 50 percent was chosen because we determined hat cases needing significiont additional
information had criterie that included the names of specific groups.

2 An expected error rate of 10 percent was chosen because procedures require that cases with political issues
generally need significant additional information.
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4. Interviewed EO function personnel to obtain thelr perspectlve on any apphcatlons
we identified that should have been identifi ed for processing by the team of
specialists but were not.

C. Obtained and reviewed all 298 application cases identified for processing by the team
of specialists as of May 31, 2012, to détermine whether they were co‘rrectly identified.

1. Determined whether application cases were correctly |dent1ﬁed for processing by
the team of specialists.

2. Interviewed EO function personnel to obtaii'1 their perspective on any cases we
identified that should not have been identified for processing by the team of
specialists.

D. Computed the average cycle time of processing potentiall potitical cases und
. compared it to the average cycle time for processmg similar cases that were not
processed by the team of specialists.

E. Determined the number of organizations that may have been adversély affected by
_ inconsistent treatment.

IV.  Determined whether the EO function consistently had a reasonable basis for requestmg
information from organizations seeking tax-exempt status that were potentially involved
in political campaign intervention.

A. Reviewed all 170 potential political cases that were {ssued additional information
request letters to determine whather the letters meludmi questinns deemed
itnnecessary by the EO function.

B. Interviewed EO function personnel to cbtain their perspective on eddidanal
information that was requested that may not bave been necessary to help make a
determination decision.

C. Determined the number of taxpayers that may have been adversely affected.

~ Internal controls.methodolagy

Internal controls folate to menagement’s plans, methods, and procedures used to meet their
mission, goals, and objectives. Internal controls include the processes and procedures for
planning, orgamzmg, directing, and controlhng program operations. They include the systems
for measuring, reporting, and monitoring program performance. We determined the following
internal controls were relevant to our audit objective: EO function policies, procedures, and
practices for identifylng and processing applications for tax-exempt status with indications of
'pohtlcal campaign-intervention. We evaluated these controls by 1nterv1ewmg personmel,
revnewmg documantation, reviewing statistical samples of applications for tax-exempt status, and
reviewing applications identified as invalving potential political campaign intervention.
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Appendix I
Major Contributors to This Report

Gregory D. Kutz, Assistant Inspector General for Audit (Management Services and Exempt
Organizations) : _

Russell P. Martin, Acting Assigtans Inspector General for Audijt (Management Services nad
Exempt Organizations)

Troy D. Paterson, Director

Thomas F. Seidell, Audit Manager

Cheryl J. Medina, Lead Auditor

Julia Moore, Senior Auditor ]

Michael A. McGovern, Auditor :
Evan A. Close, Audit Evaluator .
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Appendix i
Report Distribution List

Actmg Comm1ss1one1 C
Office of the Commissioner — Attn: Chlef of Staff C
Chief Counsel CC _
Deputy' Commissioner for Services and Enforcement SE
* National Taxpayer Advocate TA
Acting Deputy Commissioner, Tax Exempt and Government Entltles Division SE:T
Director, Exempt Organizations, Tax Exempt and Government Entities Division SE:T:EO
Director, Office of Legislative Affairs CL:LA
Director, Office of Program Evaluation and Risk Analysis RAS: O
.Office of Internal Control OS:CFO:CPIC:IC
Audit Liaison: Director, Communications and Liaison, Tax Exempt and Government Entities
Division SE:T:CL
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Appendix IV
Odtcpme ‘Measures

This appendix presents detailed information on the measurable impact that our recommended -
corrective actions will have on tax administration. These beneﬁts will be mcorporated into our
Semimnual Raport to Congress. :

Type and.Value of Outcome Measure:

 Reliability of Information — Actual; nine application case files that were either incomplete or
could not be looated for ua to review (see page 5).
Methodology Used to ileasure the Reported Benefit: )
During our review of applications for tax-exenpt status that were not identified for the team of
specialists, we were unable to review seven case files because the case file lacked complete
documentation (six cases) or the case file could not be located (one case). In addition, during our
review of all identified potential political cases through May 31, 2012, we were unable to
analyze twa case files because of incomplete documentation. ’

Type and Value of Outcome Measure:

° Réliahility of Informmtion — Potential; 44 organizutions whose tax-'exempt applications were
not appropriately identified as having significant potential political campalgn intervention
(see page 5).

Methodotocy U fo re the orted 2

We selected a simpile random sample of 94 L.R.C. § 501(c)(4) cases closed from May 2010
“through May 2012 from a universe of 2,051 applications that the IRS determined required

minimal or no additional information from organizations applying for tax-exempt status. During

our case reviews, we determined that two cases were not appropriately identified as having

significant potential political campaign intervention. We projected, with 90 percent confidence, .

an actual error rate of between 0.38 percent and 6.55 percent’ and that between eight and

134 applications® were not prooerly identified for processing by the team of specialists.

! The point estlmate error rate for the sample is 2 13 percent. The 90 percent confidence interval was calculated
usmg the Exact Binomial Method.

2 The point estimate number of error applications is 44. The 90 percent confi dence interval was calculatert usihg the
Exact Binomial Method.
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Type and Value utcome Measure: .

* Reliability of Information — Potential; 141 organizations whose tax-exempt applications were
not appropriately identified as having significant potentlal political campaig intervention
(see page 5).

[ 4

'Methodolggz Used to Measure the Reported Benefit:

We selected a simple random sample of 244 1.R.C. § 501(c)(4) cases closed from May 2010 .
through May 2012 or open as of May 31, 2912, from a universe of 2,459 applications that the
IRS determined required additianal information from organizations applying for tax-exempt
status.’ Dturing our case reviews, we determined that 14 cases were rot appropriately iilentified
as having significant potential political campaign intervention. We projected, with 90 percent
confidence, an actual error rate of between 3.38 percent and 8.43 percent* and that between

‘84 and 198 applications® were not properly identified for processing by the team of specialists.

Tme and Valoe of Ogtcome Measuiv:

e Taxpayer Burden Potential; 158 organizations that wajted longer than average for the IRS
to make a decision regarding their tax-exempt status (see page 11).

Methodology Used to Meastire the Rgggrmd Bm:

We obtained data from the EO function on the average number of days it took to detemune
whether an application for tax-exempt status was approved or denied. In Fiscal Year 2012, it
took can average 238 days to close a case that needed additional information from the
organization prior to apprqving or denying the application.” As of December 17, 2012, there were
158 potential political cases that were open more than 238 calendar days.

Tyme a=< Velue of Outzome Mnasyre:

o Taxpayer Burden — Potential; 98 organizations that received additional information request
letters with questions that were later deemed unpecessary by the EO function (see page 18).

Methodology Uset to Measuré the Reported Benefit:

We reviewed 170 potential policical casés that had received additional information request lettars
from the Determinations Unit. Using a list of seven questione/tapics that the EO fanctian
categorized as unnecessary, we identified 98 potential political cases that included additional
information request letters asking questions deemed unnecessary by the EO function.

* We found that seven cases from the sample of 244 were not revxewable hecause of incomplete documentation.
* The point estimate error rate for the sample is 5.91 percent with a preclswn of + 2.52 percent. _
5 The point estimate number of error applications is 141 with a precision of + 57 applications.
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" Appendix V

High-Level Organizational Chart
of Offices Rafarenced in This Report

The following is a high-level organizational chart of offices we discuss in this report, starting
with the Deputy Commissioner for Services and Enforcement, who reports to the IRS
Commissioner. '

Deputy Commissioner for
Services and Enforcement

Washington, DC
|
Senior Technical Acting Commissioner, Tax
. Exempt and Government
Advisor . . o s
Washington, DC Entities Division
. Washington, DC
. |
Director, EO Senior Technical
! 9 .
Washington, DC |~ Advisor
Washington, DC
I .
Director, Rulings
and Agreements
Washington, DC .

M_anager, Program Manager,
Technical Unit . Manager, LV Guidance Unit
Washington, DC Determinations Washington, DC

Unit - - .
H Cincinnati, OH 1

. r .

Techniami - . Guidance

Specislists ‘ Determinations Specialists
Washington, DC ) Specialists Washington, DC

Cincinnati, OH
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‘Appendix VI

4

Timeline of Written Criteria for

Identifying Patential Political Cases

The following illustrates the changes to the written criteria.provided to Determinations Unit
employees for identifying applications for the team of specialists.

February 2010

Aok ok ook ok ok ok ok ok ok sk sk ok ok Rk Rk | ****#****!****#***************
Nk ok ddokkkkokokkkkokokkkokk ] **************-.

‘March-April
2010

The Determinations Unit began searching for other requests for tax
exemption involving the Tea Party, Patriots, 9/12, and I.R.C. § 501 (c)(4)
applications involving political sounding flames, e.g., “We the People” or
“Take Back the Cowntiry.” *

~ July 2010

Determinations Unit management requested its spec1al|sts to be on the
lookout for Tea Party applications. ‘

August 2010

First BOLO llstmg issued with criteria listed as “...various local
organizations in the Tea Party movement. . applymg for exaipption under
501(c)(3) or 501(c)(4).”

July 2011

Criteria changed to “Organizations involved with political, lobbying, or

advocacy for exemption under 501(c)(3) or 501(c)(4)” based on the
concerns the Director, EQ, raised in June 2011.

January 2012

Criteria changed to “Political action type organizations involved in
limiting/expanding government, educating on the constitution and bill of
rights, social economic reform/movement” based on Determinations Unit
concerns that the July 2011 criteria was too generic.

May 2012

Criteria changed to “501(c)(3). 501(c)(4), 501(c)(5). and 501(c)(6)
organizations with indicators of significant amonnts of pelitical campaign
mterventlon (raising questions as-to exempt purpose and/or excess private
benefit).’
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Appendix Vil

Comprehensive Timeline of Events

The following chart illustrates a timeline of events from February 2010 through July 2012

involving the identification and processing of potential political cases. It shows-that there was

confusian about how to process the applications, tlelays in the processing of the applications, and

a lack of manngement oversight and guidanee. The timeline was developed using dopumentation
- provided by the EQ functian as well as numeraus interviews with EO function personnel.

RN | RRRRERRRRRR Rk RN Rk

E-Mail

The Determinations Unit Group Manager asked a Determinations Unit Interview
specialist to search for other Tea Party or similar . | personnel indicated that

organizations’ applications in order to determine the they used the description

scope of the issue. The specialist continued to complete | Tea Party.as a shorthand

searches for additional cases until the precursor to the way of referring tothe

BOLO listing was Issued in May 2010. group of cases involving

political campaign

intervention rather than to

. target any particulas graup.
| The specialist used Tea

* | Party, Patriots, and 9/12 as

part of the criteria for these

.searches.

Ten Tea Party cases were identified. The Acting " | Notall of the ten cases had E-Mail
Manager, Technical Unit, requested two more cases be Tea Party in their names.
transferred to Washington, D.C. '

L ’ ..t*.ti**'tt####l!i.ll#l!##l‘il#ti#ti#t#*****

The now Acting Manager, Technicel Unit, suggested the . E-Mail
need for a Sensitive Casa Report an the Tda Party cases.
- The Determinations Unit Program Manager agreed. '

kkkkkkkkkkkkgke 1 #t###i!#l#_;*#**##**#i#***** E_,Mai]
A Determinations Unit specialist devéloped a list of While the heading of the E-Mail
18 identified Tea Party cases during a search of document listing these
applications. Three had already been approved as " | 18 cases referred to Tea
tax-exempt. - Party cases, not all of the
organizations listed had
. Tea Party in their names.
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04 "l‘he first Sensitive Case Report was prepared by the

Technical Unit.

Sensitive Case Reports are
shared with the Director,
Rulings and Agreements,
and a chart sumparizing
all Sensitive Case Reparts
is provided to the Director,
EO. .

Documentation

The Determinations Unit Program Manager requested -
Technical Unit contacts for the specialist assigned to
work other Tea Party cases. Contacts were received.

t##‘t#.#t.##‘ttitt#tttttt]t########t#####t##‘
LRI R LS 2L T

E-Mail

The Determinations Unit specialist will send additional
information request letters to the Technical Unit for
review prior to issuance as part of the Technical Unit’s
attempt to prpvide assistance to the Determihations Unit.

E-Mail

SRRLHRRABRRRERREER | HERARBRR AR RRRRES SRk ERRdkd*
ok dokkiokkkokk

" E-Mail

The Tecrmical Unit began reviewing additiomal :
information request letters prepared by th®
 Determinations Unit.

Interview
and E-Mail

Determinations Unit began training its specialists on
emergitig issues to watch for, including an emerging
issue referred to as-Tea Marty Cases. =

Documentation

t**t**#l#tl*t#it##t]#‘##l##ll#ll#l.#l,*###l.#

E-Mail

t#**##l#**‘*##*l####]*‘**l**l*!l###l#l#*i##tl

HREERERRER ] RkkkEkkEkkE

E-Mail

Determinations Unit management requeatad its
specialists to be on the lookout for Tea Party
applications.

E-Mail

EEREEEEINERIEER | SARERIIRRRFA SR EI IR SRR R I VA%

E-Mail

Prior to the.ROLO listing developraent, an e-mail was
sent upriating the description of applications involving
potential political campaign intervention and providing a
coordinator contact for the cases. The description was
changed to read, “These cases involve varioys local
organizations in the Tea Party movement [that] are

Interview and
Documentation

applying for exomption under 501(c)(3) or 501(c)(4).”
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separate e-mails to all Determinations Unit entployaes as
to cases to watch for, petentielly abusive cases, casas -
reqmrmg processmg by the team of specmhsts, and
emerging issues. . The description of appllcatmns
involving poténtial political campaign intervention on
the BOL D listing was the same description used in the .
July 27, 2010, e-mail. .

The BGLO listing was developed by the Determinations °
Unit in order to replace the existing practice of sending

Interview and
Documentation

- The responsibility for applinations involving petential
political campaign intervertion was moved to a different
team of specialists as part of a group reahgnment within
the Detern¢inations Unit. .

Interview and
Documentation _

Applications involving potentlal polmcal campaign
intervention were transferred to another Determinations
Unit specialist. ‘The specialist did not work on the cases
while waiting for guidance from the Technical Unit.

Per the Director, Rulings
and Agreements, there was
a rhiscommunication about
not working the cases

while waiting for guidance.

Interviews

Technioal Unit personnel forwarded a memorandum to
their Aeting Manager describing the work completed on
the Tea Party cases by the Technical Unit. Included was
a list of the cases the Technical Unit had asmsted the
Determinetions Unit with.

The list included 40 cases,

-18 of which did not have
_Tea Party in their ndmes.

E-Mail

Determinations Unit personnel raised concerrs to the
Technical Unit with the approach being used to develop
the Ted Party cases: Why does the Technical Unit neell
to review evary adiiitional information request letter
when a template letter could be approved and used on all
the cases?

E-Mail

A new coordinatpr contact for potential pglitical cases
was_announced.

Interview and
Documentation

A Determinations Unit Group Manager raised cancem 1o
the Daterminations Unit Area Manager that they are still
waiting for an additional information  request letter

template from the Technicat Unit for the Tea Party cases.

The coordinnior had received calls from taxpayers
checking on the status of their applications.

E-Mail

The Determinatinns Unit Program Manager discnssed
Tea Party cases with the Technical Unit manager.
Review of the cases by the Technical Unit found that not
all of the cases had the same issues so a template letter
had not been developed.

E-Mail
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I R B P

The Determinations Unit Program M;mager asked the
Technical Unit manager for a status on the Tea Party

cases. The Teehnitul Unit manager reaponded that they
were going tn discuss the cases with the Senior ) -
Technical Advicor to the Director, EO, shortly.

The Determimations Unit Program Manager requested an . E-Mail
update on the Tea Party cases trom the Technical Unit
Acting Manager.

A new person took over the Teahnical Unit Aeting ) . Interview
Manager role. ' '

The Technical Unit Acting Manager provided an update . E-Mail
to the Determinations Unit Program Manager on the :
cases being worked by the Technical Unit. Letters were
being dzveloped and would be reviewed shortly.

A Determinations Unlt Group Manager reminded the . E-Mail
Determimations Unit Program Manager to follow up with
the Technical Unit on the status of the Tea Party cases. *

JERERRERR Rk Rk RkRE 1 ##11Ii###*####i#*t##‘#*tllﬂt_l E.Mai]
The Determinations Unit Program Manager stated that, |.This contradicts the E-Mail
while waiting for assistance from.the Technical Unit, the | October 2010 decision not .
Determinations Unit still needed'to work Tea Party cases | to work cases until
to the extent possible. assistance is received from

: . .| the Technical Unit and
supports the statement of
the Director, Rulings and
. Agreements, that there was

a miscommunlcation about

not working the cases

while awaiting assistanee.
*t#t*#*l“*ll#!il‘l-tillillllllltili#*#**#i**#. . E'Mﬂll
The Acting Director, Rulings and Agreements, requested - E-Mail
criteria used to identify Tea Party cases from the .
Determinations Unit Program Manager. The .

Determinations Unit Program Manager requgsted criteria

from a Determinations Unit Group Manager.

! The Taxpayer Advoczte Service is an independent organization within the IRS that provides assistance to
taxpayers whose tax problems have not been resolved through normal IRS channels. Taxpayer Advocate Service
employees must, at timss, rely on assistance from employees assigned to other IRS functions. To request assistance,
the Taxpayer Advocate Serviae issues an Cperations Assistaisce Riequest specifying the actions needed to help
resolve the taxpayer’s problem. ’
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A Determinations Unit Group Manager provided criteria
for identifying potential Tea Party cases to the
Determirmations Unit Program Manager. Information
was then forwarded to the Aetmg Directer,-Rutings eeid
Agreempnts.

These criteria are very
different than the
BOLO listing griterin
available at the'time. ,

%k sknk 1 » ll.tittt#;

E-Mail
RkgphkphkkR k) kR rkRkkkkRkkkkkkk
The Acting Director, Rulings and Agreements, E-Mail
commented that the criteria being used to identify Tea
Party cases may have resulted in over-inclusion.
t#####t##**#*##t#*##*#1##*##*##*###**#*#*#### °
*%
The Detenininations Unit Program Manager mentloned E-Mail
that the Deterrninations Unit needed assistance from the
Technical Unit to ensure consistency.
A briefing was hald with the Diirector, EQ: Thc briefing | The brfeﬁng paper for the Documentation
paper noted that the Determinations Unit sent cases that * | Director, EO, was prepared and E-Mail
met any of the criteria below to a. deS|gnated team of by Tax Law Specialists in
specialists to be worked: .the Technical Unit and the
o “Tea Party,” “Patriots,” or “9/12 Project” is ?e:li::‘:; l:i'ntll'tl: l:\det‘:,:;
referenced in the case file. Manager, Technical Unit.
e Issues include Government spendmg, Govemment A Guidance Unit spegialist
debt, or taxes. was the primary author of
* | the briefing paper.
o Education of the public via advocacyflobbying to . o
“make America a better place to live.” During the briefing, the
- | Director, EO, raised
. .State.ments in the case file criticize how the country | concerns over the language
is being run. of the BOLO listing :
Over 100 applications were identified by this time. It | criteria. The Director, EO,
was decided to develop a gulde sheet for processing instructed that the eriteria
these cases. be immediately revised.
A conference call was held with the Technical Unit; the E-Mail
Director, EO; and the Determinations Unit Program
Manager. They develaped new criteria for identifying
cases. The Determinations Unit Program Manager made
changes to the BOLO listing. The criteria were changed
to “organizations involved with political, lobbying, or
advocacy far exemption under 501(c)(3) or 501(c)4).”
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The EO function Headquarters office would be putting a
document-together with recommended actions for
identified cases.

The Technical Unit was assigned a new person to E-Mail
coordinate with the Determinations Unit.

Work comanencsd on the guide sheet when the Acting T E-Mail
Mannger, Technical Unit, asked tax law specialists to )
draft a 'ist of things for Determinations Unit specialists
to lonk for when working these cases.

Rulings and Agreemants office personnel held a meeting E-Mail
with Chief Counsel so that everyone would Rave the )
latest information on the issue.

A Guidance Unit specialist asked if Counsél would e E-Mail
review @ check sheet prior to Issuance to the
Determimations Lnit. The Acting Directar, Rulmgs and
Agreements, responded that Counse] would review it
prior to issuance.

ﬂﬁd%ﬁﬂp’v o

ugust £ **tttttttit_#*#*#t##lt*##*****ﬂ*#**t*###*#**# Documenwtion

ko kkok ok kdok kb okkgkokkd

The Determinations Unit Program Manager sent a list of E-Mail
all identified cases to the Acting Director, Rulihgs and -
Agreements, so that the Technical Unit could complete a : .
limited “triage” of the cases using available information :
from the electronic case files. A Technical Unit
specialist reviewed the list to determine if any cases
could be closed on merit or closed with an adverse
determimation letter. This triage was consndered a thlrd
screening. «

‘The draft guide sheet was sent for review and comment * E-Mail
to various EO function Headquarters office employees.

A new person taok over as the Acting Director, Rulings |’ ' Interview
and Agreements. . .

A Technical Unit manager forwarded initial tnage results | E-Mail
to the Determinations Unit. :

Based o the categories and terminology used in the - E-Mail
triage results sprzadsheet, the Determinatfons Unit
Program Manager was unclear what the Determinations
Unit should do with the triage results — close cases,
develop further, etc. — and requested the status on the
guidance from the Technical Unit.

Page 36

. -DBCS 42




Inappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

TIRHRELS S % AR ke v 4 e BAA i 5 2
A Technical Unit specialist provided further explanation E-Mail
of the triage results in an é-mail to the Determinations :
Unit Program Manager.

The Determinations Unit Program Manager contacted . E-Mail
the Acting Manager, Technical Unit, asking additional : .
questions regarding the triage results and requesting a

status update on the Technical Unit guidance.
EXRFRRERRRERERRRER ] RERRERRRERIDRRREL R SRR SRR kA

t**t***‘**ﬂ*##*###]##l#*l###*#ﬂ##.“*;####*##

An upcdnied draft version of the guite shout wats sent o E-Mail
EO function employees forcommani.

The Actirig Manager, Technical Unit, had a Technical ' E-Mail
Unit specialist providé more details on the triage results, '
and informed the Determinations Unit Program Manager
that the guidance was heing reviewed prior fo issuanee.

The Acting Director, Rulings imd Agrecments, informed . " Interview
the Acting Manager, Technical Urit, and the : and E-Mail
Detanmimations Unit Program Manager that, basedon  * :
feedback received, the guidance developed would not
work in its present form — it was “too lawyerly” to be .
useful and noeded the Dotermiantions Unit inptit.

' The Determinations Unit Program Manager forwarded E-Mail
the Technical Unit specialist’s triage results to the Senior .
Technical Advisor o the Director, EO, per the Director’s e
request. .

The Acting Manuger, Tcchnical Unit, forwarded dhe , ' E-Mail
elarified triage rasults to the Deturminations Uit : .
Program Manager. .

A new Determinations Unit coordmator was assigned . Intérview
oversight of the cases by a Determinations Unit Group and E-Mail
Manager. The draft Technical Unit guidance was
provided to the Group Manager. The coordimator began
working cases after seeeiving the guidance in ’ .
anticipation of a team being assembled to work the '
cases. ..

The Determinations Unit specialist assigned the cazes . Interview
began working them after receiving the draﬁ Technieal :
Unit gu.ldance
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review all the identified cases. An employee from
Quality Assurance was utso part of die team. The
Techoical Unit pmvided contacts for them.

A team of Determinations Unit speclahsts was created to

E-Mail

The first meeting was held by the team of specialists.

Interview -
and E-Mail

" The first batch of lettars requesting additional
information for applications containing incomplete or
missing information was issued by Determinations Unit
specialists based, in part, on tlieir reading of‘the draft
guidance issued by the Technical Unit.

Interview
and E-Mail

] A Determinations Unit specialist was tasked with
performing a secondary screening of identified potential
political cases to,ensure that they involveg political
activities and not just general ar lobbying advocacy.

Interviews

The BOLO listing criteria were agnin updated. The
criteria was revised as “politioal action type
organixations invalved in limitiag/expanding
Government, educatmg on the Constitution and Bill of
Rights, social economic reform/movement.” The
coordinator contact wes changed as well. '

Interview and
Documentation

A member of the team of specialists asked when to start
issuing additiomal information request lettets to
applicants again.

E-Mail

] The Determinations Unit Program Manager questioned
] why the team of sgeciulisic was not issuing additional
-information request lefters. The Determinntions Unit

team coordinator to stop developing template questions,
not to stop issuing additional information request lotters.
The misconmmunication way corrected on

Febiuary 29, 2012. . *

Group Manager for the team of specialists had told the *

E-Mail

The Director, EO, requested that the Acting Director,
Rulings and Agreements, develop a letter to clearly
inform anplicants what was going to happen if they did,
not respond to the additional information yeguest letters
and giving them more time for their responses.

E-Mail
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The Director, EO, stopped any more additional
informat.or: request letters from being issued on .
.advocacy cases until new guidunce was providet to the
Detetminations Unit. In additiom, the Acting Direcizr,
Rulings snd Agrecements, disaussed with the
Determinations Unit Program Manager abeut haviag
specialists print out website information and asking the
organizations to verify the information instead of asking
for applicants to print out the website infornmation.

br:
& ¢ 6 s W

Numeraus news articles began ta be publishizd withs
coniplaints from Tea Party organizations abnut the IRS’s
unfair treatment. Congress also began to show interest
li“ the IRS’s treatmoni cf Tea Party orgnsnizntions.

Documentation

A new person became Acting Group Manager of the
team of specialists. ’

Interview

‘A draft list of template questions was prepared by the
team of specintisis ami forwarded to the Guidance Unit. '

Questic.ms included asking
far donor information.

E-Mail

The Acting Manager, Technical Unit, %ﬁblished
procedures far reviewing the first favorable
determinatinn letter drafted by the Determinations Linit.

E-Mail

wpkkkkkkgkkkkkk 1 kR
*#_l#li'i#lllii#‘ll‘il'-t

Frey ok

E-Mail

The Denuty Commsissioner far Services and .
Enforcement requested that, if a taxpayeralled about
having to provide donor information, the Determinations
Unit would allow them to not send the donor names but ’
| would inform them that the TRS'may need it later.

E-Mail

-The Acting Director, Rulings and Agriements, sent to
the Determinations Unit Program Manager for comment
a draft letter on giving applicants additional timeto .
respond to the additional information request letters.
The Determinatiors Unit Program Manager raised a
concern of giving organizations that were not compliant
with standard response timelines special treatment.

E-Mail

The Detcrminations Unit 1eceived guidimco on:how te
handle different scenarios hascd wpon the: atatus of their
cases. Those I.R.C. § 5N1(c)(4) organizations that had

} were issued another letter giving them an additional

1] 60 days to respond. Those letters were to be issued by
March 16, 2012. Ttis additianal time letter wirs a
one-time ecaurrence. o .

not responded to an additional information request letter:

Interview
and E-Mail

Page 39

DBCS 45




Inappropriate Criteria Were Used to
Identify Tax-Exempt Applications for Review

. 7 £

The Senior Technical Advisor to the Acting
Commissioner, Tax Exempt and Government Entities
Division, anti 1he Depuly Commissioner for Services and
Enforeement discussed convems with the niedia
attention the Tea Party applications were reaeiving. The,
Deputy Commissiceter for Services and Enforcement
asked the Senior Technical Advisor to look into what
was going on in the Determinations Unit and make
recommendations. : .

Interview

The Acting Director, Rulings and Agreements, learned
that the BOLO listing criteria had been changed on
January 25, 2012, and informed the Director, EQ.

Interview

The Déterminations Unit received the extension letter for
issuance to I.R.C. § 501(c)(3) organizations that had not
responded to a previous additional information request -
letter.

E-Mail

Tax Exempt and Government Entities Division
Headguarters offire employees roeptver the Technieal
Unit trtage results and the draft guidance provided by the
Technical Unit. Template questions developed by the
team of specintists were niso provided.

E-Mail

Senior Technical Advisor to the Acting Tax Exempt and
Government Entitiss Division Commissioner visited the

Determinations Unit in Cincinnati, Ohio, with a group of

EO function employees, and reviewed about half of the
identified cases.

Interview

The Ac.ing Director, Rulings and Ayressnents, requusted
that the Seitiar Technical Advisor to the Directar, EQ,
review all the additienal information request letters
issued and identify troubling questions, which
organizations received them, and which members of the
team of specialists asked them. )

E-Mail

The Serior Technical Advisor to the Director, EO,
provided results of the additional informagion request
letter review, including a [ist of troubling questions.

The results included the
names of donors as a
troubling question.

E-Mail

Chief Counsel’s office provided additional comments on
the draft guidance developed for the Determinations
Unit. .

E-Mail
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The Determinatisns Unit Program Manager was
informed that EO function Headquarters office
employees plurmred to visit Cinginnati, Ohio, to provide
training on eases and perfarm a review of the cases to
recommend vchat ndditional actiems, rf any, were neaded
to make & detarmination.

The Direetor, Rulings and Agreements, asked abeut the,
proaess for npdating the BOLO listing. -

E-Mail

Training was held in Cinginnati, Ohlo, an how to prooess
identified petential political cases. The Serior Technical
Adbvisor to the Director, EO, took over coordination of
the team of spectalists from the Determinations Unit.

E-Mail

A joint team of Determinations Unit specialists and

EO function Headquarters office emplayees began
reviewiag all potential political cases began in
Cincinnati, Qhio. Cases were divided into four groups
with recommendations for how to proceed: favorable
determination, favorable with limited development,
significant developrrent, amd probably adverse. This
took around three weeks tc complete. A worksheet was
used to document the roviews.

E-Mail

The Dircctor, Rulings and Agreements, issued a :
memorandum outlining new procedures for updating the
BOLO listing. The BOLO listing criteria were updated
again. New criteria reads: “501(c)(3), 501(c)(4),
501(c)(5), and 501(c)(6} organizations with indicators of
significant amounts of political campaign intervention
(raising questions as to exempt purpose and/or excess
private beneltt).”

‘Suggested additions and

changes must be approved
by a Determinations Unit
coordinator, the
Determinations Unit
Program Manager, and the
Director, Rulings and
Agreements.

Interview
and E-Mail

The EO function determined that the requested danor
information could be destroyed or returned to the
applicant if not used to make the final determination of
tax-exempt status. It does not need to be kept in the
administrative fite. A letter would be issued to the
organizations informing them that the donor information
was destroyed.

Interview
and E-Mail

A telephone call soript was developed to inforra some -
organizations that had not respoaded ta tha additional
information requests that it was not necassary to send the
requested information and that their applications had
been approved. Also, an additional paragragh was
developed for the determination letter.

E-Mail
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i After the review of identified cases was completed, each
Determinations Unit specialist working cases was
assigned a Techmcal Unit employse to work with on the'
cases. The Technieel Umil emaployae reviewed all
additional information request letters prior to issuance. |,
The Quality Assuranoe Unit began reviewiag
100 perceat of the cases prior to closure. The Quality
Assurance Unit review will shift from 100 percent

review to a sample review once a comfort level with the T
results of the quality review was achieved.

‘Interview

A decision was made to refer cases to theReview of
Operations Unit for follow-up if there were indications
of political campaign intervention but not enough to
prevent appriwval of tax-exompt status.

Interview
and E-Mail

A draft letter was developed to s¢=.nd to ‘organizations that
provided donor informaticn. The letter would inforn the
organizations that the information was destroyed.

E-Mail

The Diractor, Rulings and Agreaments, nroviden : .
guidance &n how ta process cases now that they had ) '
been reviewed and divided into categories. Any new
cases received would go through the same review
process priar to assignment. C

E-Mail

.A new Acting Determinations Unit Group Manager was
oversecing the team of specialists.

Interview
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s Appendix VIII

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D;C. 30224

APR-3 0 2013

'I'IK HEHPT AND
EOV!RNM!NT IN'""SI
DIVISION

‘MEMORANDUM FOR DEPuW'msPEGTéR GENERAL FORAUDIT

‘Governmeént Entities.

FROM:: Joseph H. Grant, Acﬁ ’ Commltl:r:er E: mpt and

' @' Used to iderilify Tax-Exempl

‘SUBJECT: “lhappropriate:Criteria.
Appllcauons for Rewew

‘Thank you fofthe- opponumty to réview the- draft’repoit: am.'l ‘for-your raviéw of this
issus. .We appreciate your-recommeniations:for: Improve.ments o ‘our processes.

We. recognize that some. an-ors oocurred iA lhe'handl-ng of the !nﬂux .of aqvocacy

nprovemenis
placa and wca:e conﬁd!nt that what: transplmi- here will fiot fecur: . e

We. betleve it ls.amportant to, put this’ matter into contdxt Startmg in 2010 ‘Exémpt
: i of

Inf : ike:
this: actlon anly in: appmpmate slluatlons and- to designate éases’ for’ centraﬂzatlon in
an‘equitable manner;

lo reoognlze the intensely fact-spaciﬂq,nélure { he determination ot whether an

. _ : Page 43
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-orgamutlan is descrlbed in sectlon 501(::1(4) To be recogmzed as.éxempt under
.saction'501(c)4). an organlzalmn st be engaged-.pnmanly in the promotion’ of

- gocial welfare. This:requires:a review of.all agtlvnhe ; a‘classification of sictivitiés into
those that promote social welfare:and those that do not, and a balancing-of‘both
-'classes of acﬂvltles Note that the promoﬂon of ‘soclal Nelfere do@s.riot :ﬁclude
polabcal campaign interventlon: Anmln cases where there'is the. poientlal of political
-cainpaign mtewemlon. the appfitation procees beeemes evsn more di cuIt EO

must first dmermlne whuthe y. aclMthe desc

polltloual alitripaign; lnwrveuﬂm and miust aieo ¢ ine wl’iether'me aaplmnt is
primarily engaged In.social welfareactivity in llght any politlcal cempaign
intervention and. any cttier non-exempt altivity: Thére aré'rio b e tests;for

what constitutes: pohnl campaign mtelvenﬁon [¢ parllcular ‘the.line. beMeen stich
activity and. education) or whether an orgamzatlon is pnmarlly engaged in. socual
-Welfaié activities, o

The secénd reason that centralization wae wurm-\(ed in this case Is that the,
applications EO.began tb receive in 2610 wére:in ‘many.cases’ ‘vague: as.to tha
activitigs the; dpnrcanﬁs planned 1 to conduct Many appllcatlons mgluded what
appeared to; ‘be incomiplete or meonsnstent mformation For. example ‘a_numbsér of-

applications indicated that #he orgamzaelon dld fot plan to.conduct ;lolmcal campaign: .

activity;. biut elsewhere described attivities that: -appeared. in fact to be:such activity,
it was:also &lear that r many organ«!zanons ‘did ndt: urqderstand what-aétivities would
eonsmute polltlcalcampaign mtenlentipn under-the tax law:: For'thesa reasons; it
was necessary in Many cases for us'to gatner al t'uonal mformallon And we,
believe it wa's important that we be consistent in how we' éeveloped these casés.

Whlle cenializailon was warranted, the-manner in which we mmrﬂly deslgnated

. Gases:for gentralizalion was muppropriete Wa should centmllZe like'cases by.a
Téview: af the facts comaingd Tn ths. appllnailnn and not just by name: While i Is
necessary to-considera vatiety of Informalien if-the  screering- process: (mcludmg
ﬂags Tor current emerging issues) we recognlze ‘that selection based-on- organlzetlon
name-was not appropriate for thése cases. .As the report’ discusses, we.have a.new
approval process by which we desmnate $ of cases for.cantralization.
ﬁecusmns with respect to the ceniralized collection of casés must be'made dt:a
much; biigher level of the orgariization. ‘Wer believe fhié will-prevent a.recurrence. of
whiat:Happeried i this case.

The 1eport.alac:gescribes mistokes thet wee made in thé pmuess by which these
appliodtions Ware worked. The IRS recognlvee that there were delays-and, in spme
Instanoes, information requests that wera: overbmad As the: repeﬂ notes, we took
steps fo; moghfy the’ erigmal approach First, we: revlevced all casesto deterrqlne the
‘approgriate scope.of review for.each ¢ase.  We. also es;abllshed a process by v whlch
esch assigned revenue agent:works in coordination with a-spegific- technicai expert.
wm. gspectto: information requests ir:sbme cases-t he  Intérnal Revenue Manual
présciibed deadlmes for apphcantg To-respond wéré 100’ nd we'i

had more tlme and thﬂwe would work wdhlhem If Wey. oould provndL he

iJ

Page 44

DBCS 50




. - Inappropriate Criteria Were -Used to
Identify Tax-Exempt Applications for Review

mfermatlon we requested inan allematlve manner In cases in-which the donor
Ve relnot used in raking the determmatlon. the:donor infgrmation was.
~expunged from‘the fite.

. Itis important to .understand’ thal centralization of thase, oeses ‘did not dictate* how *
“the cese ultlmately was-of will beesolved. As thé: report illustrates EO's selectlon-

of an organlzauon for further development does not -miean met EO wnll deny: the
applleetlon utit feans that EQ. needs o msolve quesﬁqn arislng from me
appllcatirm befone wa oan; gleot tax-exempbon Moreover thg: rnajonty of caseb
seléctad. for full develoument were hot selected based | i
rlg:llly, ail cases, whether selected by name or not, wete. workedin tfig'same
ashion:- .

The Tesiilts to'date support our dppraach. Of the nearly 300 sectson 501(c)(4)
adVocacy cases, to date we have approved more th::m-=

many eaﬂem th s'funmr dewelopmem encl baok-and-forth dlscussicn wlth the .
mxpayers“owed EQto. oonclqde the; the |ega| requiréme! ts,were satlsfed and: .
allovwed thé, appllcenl to better underetand 1S, responsuhlhtlas'and the law:

EQ'is. dedlcated 1o feviewing applicatioris f r tax-exermpt stalus In an impartial

maner., Centralizatlon of like-cases furthier - quality and oonslstency The mistékés:

outiinad in: lhe report ( resuiled from the Ieck 4 a'set process for working the: increase

in: ad\.-ocecy cases anifl- Ihsufficient sensitivity 1o;the nnplncatnons of some:of the:

¢ e befieve the front line-ca zet employees that matie the ‘decigions
‘ for efﬁclency and not ou: of any polmealor pnnlsan ‘viewpoint..

And as the réport’ discussen, thesa ifsues Have Been resolwed

Our responise to your recommendallons is found inthe aﬂachment if you have-
) -any questlons -abouit this mponse please contact Lois G.. Lemer Director;.
Exempt. Orgamzaﬂons at 202-28.3—8848

Attaghmant
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Atiachment

Recommandation1: Ensure that the memorandum requuing the' Director,
Rulings and Agreements,.to approve all'eriginal. entries and- changes to cntena
included-on the BOLO listing prior to' Impl'bmentahon be formalizéd in the
~appropr|ate intémal Revenue Manual.

Corrective Action: We will-ensure that the procetlurés set facth in the . e
memorandum requiring the Direcior, Rulings and Agreemenits, to-approve in
advance all original-entries and, changes to-the BOLC') -are made part of the
Intemal Revaniie Manual,

Implementation Date: September 30, 2013
. Responsible Gfficlal: Director, E:sgmptOrganizal!qns

Recommendanon 2: Develop pmcedures o better document the reason(s)
applications ard chosen {or review by'thé. team of speclallsts (e.g.,’evidence of
spacific political’ campalgn intervention in‘the application file or specific reasons
the'EO function may have for choosing to. review the application.further based an
past experlence).- .
Qmmm; We wlll Teview our screening procedures to determine
whether, and to‘what extent, additional documentation can.be’ |mplemented
wnthout having an &dverss impact on the tireliness of our case pvooessmg

mmememanon Date: Septemberso 2013
'Responsible Officigf: Diréctor, Exempt Organizations

(Note; We consolidate here the.text of Recommendations.3, 5, 6 arid 9,-and we
provide a single, consolidated response to these recommendations following the.
text of Recommendarion 9, below.)

Recommndaﬁon 3: Develop: trammg or workshops to be. heid before each
eledticn cycle mcludmg, but not limiited to, the properways-to identify applncatmns
that require réview of political campaign intervention activitios.

Recommendation 5: Develop guidance for.specialists on'how to process
fequests for:tax-exempt status involving: potentlally signtfi cant political campaign
intervention. This guidance.should also:be posled 1o the Internet to provide
transparency to. organlzaﬂons on, the application process.
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BMM!IM&D_; Develop tramnng or.workshops to be held befo'a each:
election cycle: iricluding, but not limjtéd to: &) whatmnstntutes political campaign
intervention versus general-advocacy' (mdudmg case examples) and b) the ability
to referfor follow-up those organizations { that may conduct actlwtees ina future -
year which may cause them to lose théir tax-ext-mpt status”

Becgp_tmondagcn 9: The Dlmdor. EO,. shonld develop training:or workshope to
be held.bifore each elesitiony Cyela’ including. bt not limited to, how to word
qQuestions in additional information request letters and what additional information
should be requested.

Comcﬁmm We will develop training.on the topics described in the
recommendations 3, 5, 6, and-8. Because alection’ cycles -are continuous, we will
‘develop a 'schedule that erisures staff have tHe training. es needed to handle
potential poiitical intervention matters. .

implementatien Dafe: January 31, 2014
Respdnsibie OﬂicIaI: Director, Exnmgt' Organizations

Recommendation 4: Develop a process for the Determinations Unit to formally
request assistance from the Technical Unit and:the Guiidance Unit. The process

should include. actions to Iriltiate, track, and monitor requests for assistance to
‘ensure that requests are responded to timel_y

_ i V¥ will develop & formal procéss for Deterrminations to
requt asa.ushmna and to monttor such requests.

implaméntation Date: June 30, 2013
Respongibla Official; Director, Exemm.chanizaﬂdns

w Provide oversight to .ensure that poteritial political cases..
‘somé:of which ‘have been in process for three years are approved or denied
expedmously

Corrsctive Action:. While this is an ongoing project, we are closely ovérseeing
the reémaining open cases to ensure that we:reach determiinations-as
expeditiously as passible.
implamentation Date: April 30, 2013
Responsible.Official: Director, Exempt Organizations

.
o
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Recommendation'8; Reoommend to IRS Chlef Counsel and the Department 6f
-the Treasury that guldance ori hoiw to! rieasure the-"primary:-activity™ of .R.C. §
501(c)(4) soqsal welfave orgamzahons be mcluded for conslderatlon inthe,

Corrective Action: We will share. thls raoommendatlon with the. IRS Chlef
Counsal-and Traasury Office of Tax' P‘(')llcy

implementation Dats: May 3-2013

Responsibie Official: Acting’ Commlss!oner Tax Exempt and- Govemment
‘Entities .
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78143 View information Collection (IC)

PR TR L

Semren: @ agenda ® Rey Revew @icr

. View Information Collection (IC)
IC Title: Application for Recognition of Exemption Under Section £01(a) Agency IC Tracking Number:
) 1]
i Is this a Common Form? No IC Status: Madified
Obligation to Respond: Mandatory . ‘
CFR Citation: . -
. Information Collection Instruments: R
i . . . Can Be
: . . Available Electronic
Document Type Form No. Form Name Instrument Rle URL © Submitted
; Bectronically? Bectronically? Capability
of ! ' Fillable *
illable
Form 1024 E ) Earm 1024.pdf No Printable
: Under .
i Section
| Instruction Instructions pdf No Printable Only
!ﬂ i { ini¢ ‘ ‘
Line of Business: General Govemment Subfunction: Taxation Management .
| PrivacyActSystom of Records ' '
Title: . R Citation:
i
i Numiesr of Respongients: 4,718 Number of Res pondentst for Smadl Etit: 0
; Affected Public: Privite Sector Private Sector: Not-for-profit institutions
’ Percentage of Respondents Reporting ﬁoclroniully: 0% *
Program Change ' Change Due to .
i Program Change Change Due to Adjustment In Previously
! Approved Due to Agency Potential Violation
: Due to New Statute Discretion Agency fstimate of the PRA Approved
. Annual Number of )
| Responses forthis IC 9.662 0 .0 0 . 0 8,662
Annual IC Time Burden .
: (Hours) 291,542 0 0 0 0 291,542
Annual IC Cost Burden . ) :
| (ollars) 0 0 0 0 ° 0 0
i Documents for IC ' ’
Title Document Date Uploaded
2010 Burden 2010 Burden PDF : 06/03/2010
! 2010 Burden 2010 Burden,PDF 06/03/2010
Biank fieids in records indicate information that was nof coliecied or not colletted electronically prior to July 2008. ) ’
' About Us | Rl R | Di | A ibility | Privacy Policy | ContactUs
1]
: DBCS 64
www.reginfo.govpublic/do/PRAViewC ref_nbr=201006-1545-0108iclD=16823 .
L]
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Ex. A-1(d).

IRS approved liberal groups. while Tea Party in limbo
—
TAX-EXEMPT GROUPS AND THE IRS ' | T

The ersy over the | IR Service's targeting conservative groups for additional scrutiny fias focused new sttention on tax-cxempt organizations.
. ’ .

Source: USA TODAY ressarch
By Frank Pampa, Fredreka Schouten, Tory Hargro, USA TODAY

| Gregory Korte, USATODAY  12:59 p.m. EDT May I5, 2013 . !

WASHINGTON — In February 2010, the Champaign Tea Party in lllinois received approval of its tax-exempt
status from the IRS in 90 days, no questions asked.

That was the manttr before the Intemat Rovenue Bervice etarted singling out Tea Party groups for special
treatment. There wouldn't be ahother Tea Party application approved for 27 months.

in that time, the IRS approved perhaps dozens of applications from similar liberal and progressive groups, a
(Photo: Brendan Smialowski, * USATODAY review of IRS data shows. '
AFP/Getly Images) .

As applications from conservative groups sat in fmbo, groups with 'iberal'-so‘unding names had their applications approved in as little as nine months,
With names including words like "Progress" or "Progresswe, the Nberal groupe applivd for the same tax status and were engaged in the same kinds of
activities as the conservative groups. They included: . e

« Bus for Progress, a New Jersey ncnsprofit that uses a red, white and blye bus to "drive.the progressive change." Accarding te its wabsite, its mission
includes "suppert (for) progressive politicians with tha courage to serve the people's interests and make tough choices.” It got an IRS approval asa
social welfare group in April 2011.

« Missourians Organizing for Reform and Empowerment says it fights against corporate welfare and for increasing the minimum wage. *1t would be fair

. to say we're on the progressive end of the spectrum," said executive director Jeff Ordower. He said the group got tax-exempt status In September 2011
in just nine months after "a pretty simple, straightforward process.” .
* Propieas Fldn':la, granted tax-exemgr statiss in January 2011, ie lohbying the Fiarida Legisiaiin: to espamd béadicaid under a provisien of the
Aftordable Care Act, ane of Presidant Oaame's signatnra. accemelishmants. The group did not retusn phone call. "We're busy fighting to build 8 more
pragressive Florida and cannat take your call right now,” the gr_o'up's voice mail said.

Like the Tea Party groups, the liberal groups sought recognition as social welfare groups under Section 501(c)(4) of the tax code, based on activities
like "citizen participation” or "voter education and registration.”

In a conference call with reporters lust week, fhe IRS officlal responsible for granting tax-exempt status said that it was a mistake to subject Tea Party
groups to additional scrutiny based solely on the organization's name. But she said ideology played no part in the process.

"The selection of these eanes where trey used lhe naies was rmt a partisan selection,” said Lois Lemner, director of exempt organizations. She said
progressive groups were also selected for greater scrutiny based on their names, but did not provide details. "l don't have them off the top of my
heed,” she said. . ’ . T e

The IRS did not respond to follow-up questions Tuesday. .
Congressional critics say the IRS's actions suggest a political motives: "This administration seems to have a culture of politics above all else,” said Rep.
Bill Flores, R-Texas. "Alot of the actions they take have & political side first, and put yovemment second."

Fiores complained to the IRS last year after the Waco Tea Party's tax-exempt application was mired in red tape. The IRS asked the group for
information thut wes "osernzashing and imposaiile 1o comply with," Flores said: Transcripts of radio interviews, copies of social media posts and details

on "close relationships” with political candidates. :

. ' DBCS 65



When Flores complained last year -- asking pointed questions about the IRS treatment of Tea Party groups — the IRS response didn't acknowledge
that it had treated conservative groups differdntly. *They did more than sidestep the issue,” he said. "They flipped me the finger."

Before the IRS started separating out Tea Party applications, getting tax-exempt status was routine -- even for conservative groups. The Champaign
Tea Party's treasurer, Karen Olsén, said the process was smooth, with no follow-up questions from the IRS. . .

Olsen, a retired IRS revenue agent, defended the agency.
"Kf you suddenly see a great increase in some kind of activity, and you don't understand why, then it might be reasonable to look more closely at what's
happaning with those applications,” she said. "I'm not certain that there was an error on the part of the IRS at all. 1 know that's nat a paputar opinion."

Some liberal groups did get additional scrutiny, although they still got their tax-exempt status while the Tea Party moratorium was in effect. For the
“independent progressive" group Action for a Progressive Future, which runs the Rootsaction.org web site, the tax-exempt process took 18 months and
also involved intrusive questions. '
Co-feunder Jeff Cohen said tax-exampt status is a privilege, so he didn't mind answering the intrusive questions, as long as those questions were
consistent and fair. '

"From my perspective, if the IRS can hold up legitimate Tea Party applications today and get away with it, then who k_nous if progressive groups will be
heldup and specially scrutinized in a few years. It's utterly unacceptable, if that's what happened," he said.

Follow @gregorykorte (http:/witter.com/aregorykorte) on Twitter. . "
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7813 IRS workers say supenisors directed targeting - Yahoo! News Ex. E-1(e).
Home Mall News Sports Finance Weather Games * Groups Answers Flickr More
L ] [ Search News J [ Search Weh ] Sign n Mail
Home Commmmmeom R T ) o : o Recommended for You
Us. i IRS workers say supervisors directed targeting | " yorkers say supenvisors drected
World : targehng Assoccialed Fress
Polics Like Dislike D l:l I I D e
Tech Popular |Phone and iPad Apps Free
. Before App Store's Anniversary Good
Science . Mumng America 48 mins ap
Health Royal Baby “ Q e e s
ueen's
Odd News Granddaughter, Zara Phillips, |s
Opinion Pregnant ABCNows
......
‘ Official probes if rescuers ran over
Dear Abby crash wcum Associated Fnu
cmics — e —— e o .
Credn Cards Naw Oﬂenng AlChoives.
_ ABCN:mrH . 0%APR for 18 Months
Y1 News Criginals ConpareCards.com Sponsored
Recommended " Fallen Arizona ﬁreﬁghmrs honored (18
Asiana Airiines phalns) 35 mins aqo
San Francisco e s e e
Andy Murray gg;glltal Gets Secunty Sweep for
Baby ABC Naw s
BarackObama | lssddicsd 1 ° 000 . 2 oitGdgaaas [ RO/ SIIE ... cococom crmcis comsmimin s s i
Novak Djokovic . Catching up with Tanning lme who
i was rushed to the hospital this
’ wedcend The mly Caler
| WASHINGTON (AP) —Two intemal i o T Camival ense ship todepart AL
| Revenue Service agents workinginthe | ] speaking anylanguage n 10, _ Monday afiemoon Associaiet Press
agency's Cincinnati office say higher-ups in ] Plnyi:;ur Approach M,lray reaches summrt tn enwr
Washingten directed the targeting of Approaching Obama scandal Bnhsh sporhng fd“ore ——
i iti ould \¥hite
conservative poliical groups when they ;ﬂ_.w“':mmm . Neary halfofbabmshmeﬂalshﬂl
applied for tax-exempt status, a contention I cunton. T spot Reuters
that directly comtradicts ciaims made by the § sunberry Raseurah Secret move keeps binladen
i agency since the scandal erupted last records in the shadows Assoclated
,  month. e
—_ L o ) WasPilatErrorCauseofSan
¢ The Cinginnati agents didn't provide proof Francisco Plane Crash? (deo) ABC
i that senior IRS officials in Washington “ News Videos ) _
ordered the taryeting. But one of the agents GeorgeW BushenGayMamage
¢ said her work processing the applications was closely Supervised by a Washington lawyer Immigration, and Why Obama Kept.
i in the IRS division thét handles applications for tax-exempt status, according to a transcript H'* Termnsm Polrclas 5 ARCNews
! of her interv'aw with congressional investigators. s . NJ court overtums award for view lost
; . - to dune Associated Press
- Her imeswitw suzgesis a long treil of emails that could support her claim. Famed mm"su;m """"" remal """
; The revelation could prove to be significant if investigators are able to srn:wv that Washington - m'c mue Ass e — s
:  officials were involved in singling out tea party and other conservative groups for extra Cahforma Pnsons Were megally
1 scrutiny. IRS oMicials have said repeatedly that the targeting was initiated by front-line ) f:d izing Female Inmtes. Trw Atenc
agents in the Cincinnati office and was stopped once senior officials in Washington found - Ce e e m e
Loout . How Cruise Ships Fill AdChoices
Their Unsold Cabins
3 ) 3 " Hew Litritirks Sponsored
A yearlong augit by the agency's inspector general found no evidence that Washington . e A,
officials ordered or authorized the targetlhg._ However, the inspector general blanted Lac-Mégantic gwewimess
! ineffective management by seor IRS officials for allowing the targeting to cortinue for | (ddeo) CBGcaVideos =
nearly two yes's Uuring the 2010 and 2012 eloctioes. Cars seized from E. Gumea
. . i president's son reap 2.8 nin
! Since the revelghons were made public last month, much of the agency’s top leadership €Uros Reuters
' has bean replzced. President Rarack Obama forced acting RS Commissionar Steven { Weidman beais sm to win UFc
;  Miller to resign, replacing him with Danny Werfel, a forner White Housd budget official who |  middieweight title Associstes Fress
— is conducting a review of the agency's operations. . .GetReadyforF I ktoLuok T
. Dm’erem ABCNews
Three sonaressiaiel committses end the Justice Department are also investigating.

. Investigators for the House Oversight and Govemment Reform Committee and the House
news.yahoo.com/irs-workers-supenisors-directed-targeting-081349484.html

VoteloomsmGa c-ersolmmer
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718/13 IRS worlers saysupenasors direcled targeting - Yahoo! News
Ways and Means Committee have ‘ ! -
interviewed at least four IRS workers as
part of their probe.

The Associateu Press viewed transcripts of
interviews with two IRS auemnts workingin =~ &
:  the Cinainnodi effice.

Gary Muthert, an IRS agent there, said his
local supervisor told him in March 201010 . Acting RS cammissioner Danny Werfel testifies on Capiol Hil

’ check the applications for tax-exempt in Washington, Thursday, June 8, 2013 ..
status to see how many were from groups with "tea party" in their names. The supervisor's
name was blacked cut in the transcript. . .

"He told me thmt Warhingten, D C wadisd some cases,” Muthert said of his sl:pewisor.

Muthert said ilerame up with fewer than 10 applications. But aﬁs checking some of the
group's websites, he naticed similar groups with “patriots' or "9-12 project” in their names,
80 he startsd lasking fer applications that mentioned those terms too.

. Over a two-mohth period, Muthert said he found about 40 applications that mentioned tea
i party, patriots or 5-12 projéct — the latter being groups which aspire to reinstill a post-9/11
spirit of unity in the country.

"| used 'patricds’ havause soma of the: tea '
partigrs wouddn't, they would sharten their °

| name to TP Patriots,” Muthert said. "I

thought, OK, 1 will uee ‘satriot™ -

J i Muthert saic’ his supervisor told him that - .
someone in Washington wanted to see o
{  seven of the applications, so Muthert
; prepared the files.

Whom did you send them to? Ah .
investiyator sakeat R
"| don't know," Muthert answered. .

! Muthert did not respond to requests by the
AP for comment.

The IRS was w:reening tha groaps'

applications because agents were trying to

delmnineh!r_bvelu!polilkzl activity. #8 Acting RS conrissioner Danny Werfal is sworm in on Capital
regulatiors say tax-uwampt social welfare  Hlin Weshington, Thursday, June 8, 20 ...

v 0 v s v 4 e

organizations may engage in some political '

activity but the ativity may net be their primary mission. kis up to the IRS to make that
{ determination. .
: Elizabeth Hafacre, also an agent in the ¢

Cincinnati office, told investigators she was

; incharge of processing applications from

1 tea party groups — once they were

| seleoted by ofher agents — from April 2010

j toOctober 2010. Hofacre said her

supervisor in Cincinnati, whose name was

: blacked eit ih the transcript, told her te

handie the appiications. Faris Fink, Commissioner, Smell Business and Self-Enployed
Dwision, imtemal Revenua Service teatsf ...

But, she said, an IRS lawyer in Washington,

Carter Hull, micromanaged her work and ultimately delayed the processing of applications
by tea party groups.

news yahoo.comiirs-workers- superisors-directar targ eting-081340484 i
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7/813 IRS worters say supenvisors ditected targeting - Yahoo! News i
' | Huitis a lawyer in the civision thét handies applications for tax-exempt status. But, Hofacre Do '
l said, his interest in the cases was highly unusual. '
i "It was demeaning," she said. "One of the criteria is to work independently and do research
and make decisions based on your experience and edueation, whei¢as on this case, | hed
i noautonomy at 8 thiough the process."
| Hofacre said Hull signed off on letters she sent to the groups asking them for.additional
informaticr. and then reviewed ihsir respansas. Hofagre complained that Hull was sigw to :
sign off on the letters. o
i "All | remember saying and_ thinking is, 'This is ridiculousf Because at the same time, you
! are getting calls from irate taxpayers. And | see their point," Hofacre said.
. Hofacre seid she became so frustrated with g T
‘ s ! the delays that she applied for a different job . :
| within the agency and paneferred in .
! October 2010.
§ ;
i Neither Hofacre nor Hull responded to _ )
f requests for comment. ) X .
K o ’ B I
P : I

House Oversight gnd Government Reform Conrittes
Associated Press writer Alan Fram Chairman Rep. Derrel lase, R-Cal¥., right, taks w ...

contributed to this report. ’ - . T

Follow Stephen Ohlemacher on Twitter: http:/witter.com/stephenatap

Sponsared Links

HAVE IRS TAX PROBLEMS?

InstantTenSclutionx.cum ProstReidon.cam
. Get the Tax Relief Help You Need. A+ Rated w/ Combination Radiation with Documented
! BBB. Free Consultation.  ~ Success on 14,000+ Men! ’

/ . E e b4
! .
i ’ .

1,093 Comments
Sign in to post a comment
v . -

Popular Now Newest = Oldest Most Replied
David 1 mesth ago . R 14 2
How long until Carter Hull takes the 5th? .

>~ Expand Replies (11) ° Reply
] i . - et e e e o

i View more commel

: e e i . . DBCS 69
. news.yahoo.cam/irs-worlkers-supenisors-direcled-targeting-081349484.html. .




7813 'IRS workers say supervisors directed targeting - Yahoo! News
i ! )
/

Copyright 2013 The A iated Fress. Alrights reserved. This material may not be published, broadcast, rew ritten or

redistribited.

Copyright © 2013 Yahool inc. All rights reserved. |Yahool- ABC News Network |
Help/ Suggestions Privacy Folicy About Our Ads Terms of Service CopyrightiP Policy

' .
H .
.
.
- .
.
N
.
.
R .
] .
/
.
. L4
.
.
.
- .
]
.
.
[y
; .
J .
.
. .
.
.
:
.
.

news.yahoo.comnvirs-wor kers-supervisors-directed-targ eting -081349484.htrml

DBCS 70




729113 IR'S Lawyer Carter Hull Confirms Tea Party Targeting Ordered Bmeh'n.gton- Investors.com Ex. A-1(f).

) CTDEAMAAIN NIIATES ADE

Home Research News Ecitorials |BD University IBD TV ele Leaderboard Store  |Enter Symbol/Keyword J @ Get Ouote ©8earch Site

Andrew Maicolm. Mchael Ramirez Cartoons 18D Columnists On TheLaft On The Right View point Perspective Folls -

Home » BD Eftarias » ' Registration Benefits
. ) IBD Foruma i
IBD EDITORIALS ' ’ Partioipate in an BD Forum and connect with |
) ' : . other BD subscribers. |
IRS Lawyer Admits Tea Party Targeting Run By T
DI c. ' ' E
Posted 07/18/2013 06:43 PMET : -
F 3 INVESIOR'S BUSINESS DALY
Emal Pt License  Comment IBD® Home Study Program
. ug 1s - Baginning Strategies
Scandal: A retiring IRS lawyer implicates the IRS chief counser's office; headed by an : o

ry o st e s
- Shop Now »

Obama appointee; as well as the head of the IRS' exempt organizations office. The

targeting included a Tea Party Senate candidate. - .

In Thrrsday's hnaring before the Hotise Gveraight Committea, 72-yaar-ald mtiring IRS
lawyer Carter Hull implicated the IRS chief counsel's office headed by William J. Wilkins,
who attended at least nine White House meetings, and Lois Lerner, head of the exempt-
organizafions office, in the IRS seandal. ’

In so doing, he made clear the targeting of Tea Party groups started in Washington and
was directed from Washington. ' .

A tax-law specialist with 48 years of IRS experience, Hull testified that Lerner‘. the former

head of the exempt organizatlibng aivisien, shrmndexd that he send some of the reviews of .

Tea Party groups i the IRS ohiaf sounset's office in Washington. The chief counsel is one ) ..
of two political appointees in the IRE. .

. td
According to Hul's testimony, Larner, wh famously pleaded her Fifth Amendment rights

before the same committee, gave an atypical instruction that the Tea Party applications - Investing Tip
underga special scrutiny that included an uncommon multilayer review that involved a top .
adviser to Lerner as well as the chief counsel's office. L Shakeout or sell-off? Volume gives clues.

Hull's name came up earlier in the testimony of Holly Paz, a D.C.-based supervisor in the

IRS's tax-exempt status division, who reparted to Lemner. t was on May-22, the 'day after

Paz wes Interviewod by inveetigators, that Lerrrer refosed to answar questions from . -
lawanaiors at a gongrassianel hearing.

Most Popular
Aecoiding to Paz, Hull wag working an alraut 40 Tea Party applications in the fal! of 2010.
She added that for several months that year, Hull warked closely with Elizabeth Hofacre, . Mot V*"®d
one of the alleged "rogue” agents in Cincinnati, to review the Tea Party cases. l‘.ﬂ Al Bl Atices Media
it was Hll wiro jnatrurtad Hofiecre's Cincionati office, which oversaw audits of tax-exempt : Obema dismisaes his phony scandals, but haf...
nonprafit groups, to target Tea Party groups and provided her a copy of a letter he wrote ! 3D Systems Leadu § Top IBD 50 Eamings This...
to a conservative group requesting additional information in an audit. « "1 3D Systems Expected To Maintain Double-Digit...

Stocks Lower, Trade Quiet; Facebook Punches...

"I was essentially a front person, because | had no autonomy or no authority'to act on

(applications) without Carter Hull's influence or input,” Hofacre has told congressional Stocks Enjoy Quiet Day, But Starbucks Gaps Up
investigaters and hak veaally said her Cincinriali effics wa being mode a scagegoit by I 0772812013 08:00:26 P4 ET
higher-upa in ‘Washington. Now: Huk hae ronfirmed the premeditated targeting of Tea Party
groups want even higher than him or Lerner.: e
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At an August 2011 meeting, Hull testified, someone from the chief counsef's office said
additional information was needed from Tea Party applicants that Hull was dealing with,
and that a second letter should be sent out requesting that information.

Apparently not only Tea Party groups were targeted but actual éandjqates as well. On
March 8, 2010, the day Tea Party candidate Christine O'Donrrell revealed her plan to run
for Vice President Joe Biden's former Deleware Senate sedt , an IRS tex lien wems placed on
a house purposted in ba hers, an aetion that sas quiokly publicimed by éhose who did not
wish her well. :

Earlier this year, Dennis Martel, special agent with the Deparlrr_nént of Treasury in
Baltimore, left a méssage on O'Donnell's cell phone telling her that an official in Delaware
state government had improperly accessed her records on that very same day. The
problem was that the house was not-hérs in the first place and the IRS eventually blamed
the flen on a computer glitch and withdrew it.

To us it is inconceivable that onz of only two political appointees was directly involved in
targeting of Tea Party groups without White House knowledge and consent. It is said the

fish rota irem the head, and this one i really begirining to stink. .
Emall Print License Comment lﬂe]@ [ Nool _______ M]
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IRS Tea Party Targeting Was Directed FromD.C.

Jusn Williams; Beruce McQuain:
Republicans Will Pay QObamanomics Is
Price for * Why Economy Is
Obstructionism Flatfining

IRS Tea Party Targetlng Was Dlrected From D C

By Investor's Business Daily, Investor's Business Daily -June19, 2013
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Scandal: A D.C.-based supervisor in the IRS's tax-exempt status division- has indicated during interviews
with congressional investigators that the targeting was deliberate and not run by rogue agentsin

Cincinnati.
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the IRS divisian that handiss spplicatians for tas-

was personally involved in reviewing Tea Party
applications for tax-exempt status as far back as
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IRS Tea Party Targeting Wes Directed From D.C.
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By JOSH BOAK, The Fiscal Times ' '
June S, 2013
B u i
N P )
nformation overload just hit the scandalous [RS tavgeting of conservative Tea
Party groups.
The IRS hasidentified 646 gigabytes of electronic data | - o ' .
that’s “potentially relevant” to the controversy, according
to a letter from acting commissioner Danny Werfel to the
House Ways and Means Committee that was released
‘Wednesday afternoon. -
CJHPL}-IE\OvFIAbE .
That translates imw motu than 64 million pages, Werfel said.
All of that data must be decrypted, and than, hecause the dearyption process corrupts
files, manually repaired “before the search precess can hegin.” The IRS plans a rolling
production schedule, but it will be along summer sorting out basic questions about why
the agency intentionally scrutinized conservative groups applying for nonprofit status
starting in March, 2010. s,
) “Based on the limited information we have received, it is clear that this investigation is ‘E e |
i far greater in breadth and scope than many may have imagined when the Treasury OUI' MOSt Popular : ,
i .

Inspector General first issued its repost,” Ways and Means Committee Chairntan Dave

= "'B‘&'tf%'??'“"“'
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IRS Overldll on Tea Party. 64 Millicn Pages of Records

Camp (R-MT) said in a statement. “The sheer valume of documents and the wo-rk that
must be done to finish interviews and review the information provided by thg IRS will
require both time and patience.”

The targeting became public last month in advance of an audit by the Treasury Inspector
Geneiml for Tax Administration. It wes; iniiially blamed on “rogue” ageots in tire
Cineinmati fiald office, but House Oversight and Governisent Reform Coraiittee
Chairman Darrell Issa (R-CA) said this week his interviews with IRS employees refute the
excuse originally provided by the tax sollector’s management.

The Fiscal Times | Several pollsindicate that the contrbver‘sy has caused trust
FREE Newsletter . 15 erode in President Obama, who maintains that he first

E‘;naﬂ - l learned about the targeting from news reports. .

In addition to the Tea Party fiasco, i septrate inspuetor genural’s repurt issved this week
found that the IRS spent $49 million on 225 conferences from 2010 to 2012. The
expenditures incheded kaicklimaeks for IRS amuloyees, parody “8tee Trek” and
“Gilligan’s 1sland” videos, and a conference speaker who painted the portraits of Michael
Jordan, Uz singer Bono, and Albert Einstein.

Stemming from that audit, the IRS announced Wednesday the suspension of two
managers for accepting $1,162 in free food at a 2010 conference in California. Like Lojs
Lermer, the IRS official who oversaw the Tea Party scrutiny, the managers were was
placed on paid administrative Teave.

1In a sigue that tis: White Hoese raay siruggle to escape ihe vortex of this acanal, awe of
the mavagers pliced an leave is reperiedly Fred Schindler, the IRS director o
implementation oversight for Obamacare. *

www.thefiscaltimes.com/Articles/201 WOMRS-Overldll-dn-Tea-Paﬂy-M—Million-Pages-of-Records.asMage1
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All of that data'must be decrypted, and then—-because the décry ption process corrupts
files=menually repaired “before the search process can begin.” .

Maybs its the cy nic in ma but that came acraas as, first we have toscrub the data of
any wrang doing before the seasah process can begin.

1 month ago Like 'Reply

CH

| wagnertinatlanta
Tootrue. Decryption should never corrupt data (OK, sometimes it‘loes, but
that'sa bug, not a feature.) Issa and Camp should insist that the raw data and
keys be handed over toan mtsido data-racgvery outfit for decryption, the IRS
topay for the process. There is absciztely no excuse for trusting theIRS tebe
honest aftar what they*.e been caught doing.

In addition, the IRS should be directed toimmediately approveany application
that hasbeen outslnadlng_for more than 270 days (the nominal limit) or
where the applicant has submitied answerstotwoar... '

show more
1t mouth ago in reply totontn ’ . Like Reply
Reactions
e |
blng comym ents powered by DISQUS ,: .
" :|:=
On Our Radar

s $ 7 Sign up to get our Free
_ §y Newsletters!
. . A i . I-h -

g e Sign Up to Get the

— . P Q[isgmo=ml.  Fiscal Times & Our-
Why BernaukeCao Stop tnwt o flar at E i0 NewsAlerts.
Being Qur Designated
Driver -
Read More Connect to The Fiscal Times

Facebook Twitter Google+

SBILRENE 5 r i3 TERTY K w % e

You are here: IRS Querkill on Tea Party: 64 Million Pages of Records

HOME | POLICY + POLITICS | BUSINESS + ECONOMY | LIFE+MONEY | OPINION | BEST + WORST | pHOTOS

ADVERTISING | BEST + WORST | CONTACT US | ABOUTUS | SITEMAP | TERMSOFUSE | PRIVACY POLICY

The Source For All Things Fisca!
© 3009-2018 The Fiscal Times. All rights reserved.

wwwihefiscaltimes.comvArticles/2013/06/U51RS-Overkill-on-Tea-Party- 64- Million-Pag es-of-Recof ds. aspiipage1
' *

DBCS 78



73013

WilliamWilkins: The G. Gordon ledyclflle IRS scandal? - The Hill's Pundits Blng

DOWNLOE
THE HILL’
NEW REPLICA
IPAD APP

sponsoret hy W

ILL

ISeard'l TheHill.com |
Advancad Search 2(‘10415 »

Home/News Campaign

[Enter Eman | 3

i Home

| Semats

House
Adminktration

Polln
Businenn &
' Lobbying
Sunday Talk
Showw

BLOGH
B¥fing "@em
RegWatcn
Hillicon Vafley
Reswr Aduilbn
On The My
Healthw steh

Global Affairs
Cangress
Ballot Box
In The Xnow
Pundits
Twilter Rexon
OPINION
AR Stotsiard
Brent Budowsky
Lanny Davis
David Hilt
Cherl Jacobus
Mark Mellman
" Dick Murris

Robin Brank
Editorlals
Letters

Op-Eds

Juan Willlams
Judd Gregg
Christian Heinze
Karen Mmey
Jonn Feshory
B Py g

1 CAPITAL LIVING
Cover Storion

DT e s lghrce s 7 p——

Business & Lobbying Opinion

RT3 R EAA T

William Wilkins: The G. Gordon Liddy
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Let’s take a ol at him.,
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If the IRS Ten Purty scamb is at wii l'eminiscent of the Watergate debacle that
brought dovm a president in 1974, we may have just discovered the latter-day
G. Gordon Liddy, the man who oversaw the chain of evgnts that led to Nixon's
resignation.

Who would that be? Well, a good guess would be William Wilkins, chief counsel
to the Internal Revenue Service. More arid mure evidence is sucking his office
into the maelstrom of the IRS/Tea Party scandal.» -

Wilkins is one of only two political appointees on the entire IRS staff. All of the’
other more than 100,000 employees in the agency are civil servants. Only
Wilkins and the director were directly chosen'by Obama.

But there’s something else that’s worth knowing about Wilkins. He’s a longtime
Obama crony and Democratic donor who earmred his spurs by successfully
defending, pro bong, the Rev. Jeremiah Wright (Yes, that Rev. Wright) hom
charges thmt his radical politicization of his pulpit should deny his church tax-
exempt status. 1 he event that triggered the IRS’s interest? Then-presidential

candidate Barack Obama's
speech to the comgregation
during the Democratic
primary campaign. Now does
that sound like "poht:cal
actmty"“ .

Well, Wilkins was able to
convince the IRS that-it was
not. He knews his stuff.

;'l-"alx-exempt organizations
were one of Wilkins's

specialties in private practice. He knows the field, making him a likely key man
in the emerging scandal. He's not just a wealthy donor rewarded with a plum
position who doesr’t know much about taxes. No, he’s an expert on the very
area of tax law at the heart of the charges of pglitically motivated harassment of
the Tea Party and other conservative groups by the IRS. '

thehill.comvblog s/pundits- blog the-administration/312353-william-wilkins-the-g-g ordon-liddy-of-the-irs-scandal
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WilliamWillkins: The G. Gordon Liddy of the IRS scendal? - The Hill's Pundiits Blog

So you'd think he might be interested in what ias going on.

Atyesterday’s House Oversight Committee hearing, chaired by Rep. Darrell
Issa (R-Calif.), there was testimony -~ for the first time — thut as early asJuly
2011,Wilkins's office was involved in the decisions about the unprecedented
targeting and usenthodox tredtment of Tea Parts orgunizatlicns seekiag thx-
exemid atals. .

What was patently clear from the testimony is that this illegal and improper’
operation wasn’t run by "rogue IRS employees in Cincinnati, as the White
House claims. Instead, it was run by rogue employees at the very top of the RS
and poss'bly the White Hou.se as welk

Carter Hull, pecenily rctired aftor 48 years of service at the IRS, was the tax
analyst in D.C. in charge of the Tea Party applications. Hull indicated that he

was t¢dd by the lop aseistant v Luis Lersrer (ramember Ler? In May, she refused

to testify mzd invoked bwr Fifth amendment right to remain siient) thet -
Wilkiss's nffice had tp raview all ef the tm:-exem!mon angplicatiens from Tea
Party grauje that Full vms overseeing. .

Hull noted that the one application he had actually approved was immediately
routed to Wilkins's office for review. When Hull disagreed with the coupsel’s
office and Lerner about how the Tea Party cases should be handled, the files

"were taken away from him and transferred to a woman with only several

months experience at ihe IRS,

Hull also described a meeting about thé Tea Party applications on Aug. 4, 2011,
where the IRS chief,counsel's office had three representatives present.

Here's what the ingpector general’s report stated in its timeline: ’
August 4, 2011 y .

Rulings red Agreements office personnel held a menting with Chief
B Counsel so that everyone would have the latest information on the issue.

E-Mail

Sounds like the chief counsel knew about it, doesn't it? :
. ’

But Wilkins denies that he knew anything about the handling of the Tea Party
cases. That's hard to believe, because there’s uncontested evidence that his
office was definitely involved. And, in addition, Wilkins was one of the top five
officials in the IRS. ' .

A close review & flic ingm:ctor gemesnl’s report on the TRS and the ‘Tan Party
applisstinns reveals thnt, in addition ta the chief connsel's offics, the hijhrat

_echelons of the IRS wera aware af ecumplaints ahont ibe treatrment of the Tea

Party applieations i early 2012, and, in some cases, responded to complaints,
particularly about disclosing donors. And the second- or third-highest official
in the IRS, the deputy commissioner far services and enforcement, told the
team working on the applications that if there were camplaints about “baving to
provide donor information,” they would not have to send them at that time.

The IG repurt 2lse pmtes thut on March 23-27, 8612, high-levei vificeds,
discussed caneesns abaut inedin nitentisu to the Tea Padty apvlications. -

So the very top brass at the IRS knew about the problem in early 2012.  *

And euw there raay ke a direct nk to the White Hoise. Hull's Tustimeny
revealed that Chief Counsel Wilkins's office reviewed the draft criteria to be
used in deciding whether to approve the Tea Party applications for tax
exemptios.

AndJ. ilunsui Gem'ge, ﬂm‘l"remmury inspector geueeal for tax adminisiration
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WLV LOULG IUAPPIVPEIALE PIUCEUULLED IERAIUILE LUC L cd raity uppucauuus,
indicated that on April 25, 2012, Wilkins's office provided Hull and Lerner
“additional comments” on the draft criteria.

What is key about that date is that it comes just two days after Wilkins met with
President Jbama and the day after his boss, IRS Director Douglas Shulraan,
saw thie president :x tle White Homse.
On April 23, 2012, according to White House visitor logs, Wilkins had a .
- meeting with Obarna in the Roosevelt Room. There is no indication of what was
discussed. On April 24, the day before the criteria for Tea Party groups was
developed, Shulman — the other of the two polltlcal appomtees atthe IRS —
also visited the White House.

Coimcilence?
Well, even a caincidental meeting can result in an exchange of information.

NOTE: Here’s something of interest: When Dick worked in the Clinton White ,
House, the Roosevelt Room was the only room where political activity could
take place in the West Wing. We have no way of knowing if that is the case now.

These queries will undoubtedly be central to the next exciting episode of the
DarreHl Issa show as the Califorata congressman seek to penetrate the veil of
deception and misdirection with which the administration has cloaked the IRS
scandal. . o

Before one could get te Nixon, one hsd to find G. Cordon Liddy and Chuck
Colsan behind the Watergate burglars. Before we can get to Obama, we needed
to find Wiiliam Wilkins. And now we might have the next G. Gordon Liddy.

Stay tuned.
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i You know this president will never resign. his- office like Nixon had |_E_pter Email Address i
" done. No matter how uwful his behavior or whatis discoveredhe | | e

! will remain. You will have to pry his fingers off the ddor knob and

i send in the military to get him out Dnesn'tmatter what the public
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thinks or his crimes, he will tum to his friendly media and wrap | Capital Games Political Animal
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¥ Unfortunately America has not learned from the Clinton
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o

Edwin Loftus 4 Winfield - -10 days ago

impeachment. The partisanship was less when Nixon '
was invesdgated and led to the conclusion that enough
Republicans would vote with the Demoerats to ramove - .
him if impeazhment was brought to a vete. Nixon did the :
right thing and resigned. -

In the case of Clinton the evidence of misfeasance and !
malfeasance and high crimes and misdemeanors was- |
there, but could not surmount the Democrat's partisan |
decision to block removal in spite of the evidence, (Sen.
Patty Murray), now a Democrat Senate leader, even -
bragged that she had not and did not need to look at the ,
evidence (o decide her vote). '

The Demacratic Party even went so far as to get their |
philosophical leader, their so-called "conscience of the

Senate", William Byrd, to daclare that "impeachmentis | | e
o tntbmalitinelandiana P !

s2E MOrE *
4~ 1"v Reply Share s

Winfield » Edwin Loftus . 9 days sgo

Unfortunately, too true. The loss of real '
bipartisanship and collpboration is becoming e
more deeply rooted with every election. Worse is
that following elections like last year semms to i
legitimize tha tactics and behavior that

contributes to the partisan divide.
2~ L~  Reply .Share »

jb1111 4 Edwin Loflus - 7 days ago

CLINTON started all this with his disregard for -
. truth and values.

He and Hillary have always been LIARS and'
CHEATERS from their very first jobs.

Google Hillary's Job on the Nixon Impeachment..

EDUCATE YOURSELF.
1A iv.Rely Shaer .

it Clover11111 » EdwinLofus - Sdeysage i

§ The bottom line is that the rce card will be .
played and it will be wrongly used at that, should i
they go after him. Lile #tii Amin Dada, Obama i
would never go quietly. Learn the undertying
messags behind the Martin protests as those E
stops would be pulled out and it wouldn't be
pretty. .
A~ 11v Reply Share>

S jb1111 - Clover11111 - 7 Bays age
B Maybe, some blow-back.

But since Obama is the CROOK he really
is, good people everywhere will see right
through the so-called Race Card. |

Send the TYRANT Packing!!
' ~ i~ Rely Sham> .
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" bitemeDC - 10 days ago
., Thank you for this excellent article and reporting about last

weeks hearings as it relates to Wiliam' Wikins.

Iwatched every moment of that hearing, and the previous ones,
and havbr't foursi any decsat artiolea bioout tiiiw laot one, gniil
now. .

| was actually doing é search for Wilkin's.to find out who he
is...so thank yeu far your investigative reporting...a rare thing
these days.

Anottier 3hing that | haven't heard anything about, is how the

Dems, lead by Cummings, crucified the IG. It was obwously a
coordinated attack to go aftet him, one of the mare decent and
honorable mea fve seen inD.C, ) ‘

The lavel of attacks on him only serves to clarify for me, that this
abuse of power onglnated in the Whlte House.

E]

IR I Reply Share »

bittman 10 days ago

B Interesting article. | believe we will eventudfly leam that

Shulman'’s 196 visits to the White House were not about
Obamacare implementation — especially when the Secretary of
HHS who ha prime reuponsibiiity for Obumaoare only viskd
the White Housa 26 timis dupng ihe 5ame timeiramu.

4~ ft~v Reply Share)

Edwin Loftus ~ bitman - 9 days ago

IRS's exemption delays and denial program to suppress
the opposition was going.and how that could be
expanded in the IRS's enforcement of Obamacare.

There may also hava been discussions of how IRS-
Obamacare data.on Americans could ke integrated with
the other data the federal government is collecting dn us
all for more efficient and effective manipulation and

intimidation campaigns. Or how that infegration of data ’

cold be disguised.

And then there is the possiblfity that they were discussing
the potantial Ior (thamacare coverage denials to target
seniors and oldor wotnen, siace those graops stiil $éad to
vote more Conservetive than young people who dén't
need as much medical care. (As emocrats are fond of
saying, “It's 2l in the damographics” and "Understanding
the demographics is the key to Democratic Party
victory").

The scariest thing is rot that u.wey were just discussing
the IRS suppression scheme, but that they might have
been discussing Obarnacare and its potentials.

1~ 1~ Reply Shue:

i 3 3 bittman 4 Edwin Loﬁus 9 days ago
@B \With this Administration and IRS, | couid easily
age a punon'y pelitical beliefs determining the .

. heslthicare that persan is "eligible to receive.” All
of the Progressives naively believe they won't be
impacted. If we don't stop this Administration from
violating our Constitution and ruling by Executive

thehlll. comlblogslpmdis-bloglme-admnsﬂhm12353-vulllamwlhns-ﬂle—g-gadm-llddybof the-nrs-semdal
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; B8R Clover11111 . 9days ago i
thehill.comblog s/pundits-blogthe-administration/312353-william-wilkins-the-g-g nrdon-l'iddy-of-ms-irs-scmdd

* William Wilkins: The G. Gordon Liddy of the IRS scandal? - The Hlll s Pundits Blog

decree, we or our children will live under a
dictator. .
3~ i~ Repy Shae> .

. indejawulandyoueatleftavers - 10 days ago
=%, Another sleazeball hidden in the shadows. *
2~} Reply Shere>

B Bill Adkins - 9days ago -

:D Dick?? Dick Morris ???? Still trying to dredge up Watergahe
comparisons, Dick?

2a 11> Repy Share>

; & « 7days ago
h Nixon resigned because the Watergate burglary was a direct
connection to the Assassination of JFK. Ford pardoned Nixon to
put an end to all the apaculstion involving the same people
involved in the break i in. with JFK's murder, RFK's murder, tha
CIA, and Nixon as well. t was THAT type of corruption in the
60's, and early 70's, that has given birth to the way Washigton
D.C. is run today. No accountability to ANYONE in Gov't, and a
media that REFUSES to truthfully inform the American people.
There is NO other explaination for the RAFID decline of moral
leadership in this country, in such a shiort period of time. We
went freen Camelot...to Scam a lot..in less than 50 yes. | weep
for what we could have been!
‘1 Aty  Beply Shae

"" T jo1111 S e - 7 days ago

ﬂ*‘ You really need a 'LIFE other than postmg from your
Mom's Basement, Me.

A1 v, Reply Share» v

3 JulianG3 - 8 duys ago
§ This smells to high heaven. Where is the MSM on this? They are ;
leaving Pulitzer prizes on the table. Only an idiot would believe
that the WH is not deeply involved. *~
1 ~§+v Repy Share>

"h jb1111 4 JulianG3 - 7 days ago

&8l Are you referring to the "Obama Propaganda and
Entertainment Machine" also known as NBC, LGNBC
CNN, ABC, CBS ??

v Reply Share

1A

Criticizing illegat and/or urethical gov'i behandor is racit. *
1a}v Repy Share)

JulianG3  disqus_eric - 8 days ago .
J Yes, Secy Kathleen Sebelious has told us as much.-Heil
Sebelious! .
i~ '~ Reply Share:

“4 VeryOIldB - 1Qdays ago ? )
¥ Very good sumimasy from Morris and McGann. Let's give

Chicago lawyer William Wilkins bia due and try to increase his
notoriety on the way towards holding him culpable.
2 %2+ Reply Share

o
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' x Dick got kicked off of Fox because hi§’ predlcuons were wrong.
If he would have wrote this with his wife saying WE HOPE, |

would consider it. Does he not forget that we kndw he's inthe !
pocket of Hillary Benghazi-Clinton and her stick man Bill? But ' .
while thiey wait, you have to find bread money any way thetyea | )
can. . ' i
1~ §1v Reply Share, ' '

R E; mortimer zilch - Bdays ago

L/ Odd thaf you would mention G. Gordon Liddy...how about Ollie
North...both those creeps were involved in criminal spy activity
operating right out of the White House basement...and you know
what? THEY WON...and their successors moved UPSTAIRS , *
and now run their wicked schemes are oﬂlclal policy.

£

A -t v Reply Share>

JulianG3 - mortimer dich - 8 days ago.
/s you aware that Gordon Liddy spent 3 years in prison? | -
1A {v Reply Shae H

L4

5‘;’5 Edwin Loftus » mortimer ziich - 8 days ago

@@y What "criminal spy activity" do you allege that Col. Ollver
North engaged in? . ! :
He was involved in the Iran-Curifra scandal in the Reagan |
administration, but | don’t recalt any “spymg" inthat
controversy.
And how do you-clessify lnso of position, lemmmy loss < | .
of freedam and the resignation of the President he P-
served as a"win", in regard to G. Gordon Liddy? A
1~ {s Reply Share:

§ SicSemperTyrannis » Edwin Loftus - 2 hours ago’

Criminal activity = soraething liberals don't Illce
~ } v Reply Share>

o=: mortimer zilch 4 Edwin Loftus - & days ago
" "covert" is same crap as "spy", "secret" etc.

same umbrella activity/organization. Gordy's "win" .

" was the retum of his credibilify afterwards...same | . coe
with Offie...they both were tool bag men that
served the same clutch as George Bush, Sr.
whom | once had the distinct pleasure of calling a
"twit"...gimme a bettbr chance and | wik call you
something soon!
A }'v  Reply Share).

Edwin Loftus #» mortimer gdich - 6days ago

Why wait? Call me that now.

_ Of course ... after the loose use of the
English lanfjuage you've displayed so far |
won't be sure that "twit" is nota
compliment in your vocabulary.

You saw that you'd made a false paint and
this was the best you could do to mask
your embarrassment. | understand that.

' But it would have been so mucirbettdr fo

i simply admit that you'd-spoken without : -
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| Obama: We will not forget Obama: Let's focus on

' IRS showed 'eaual

William Wilkins: The G. Gordon Liddy of the IRS scandd" -The Hlll s Pundits Blng

adequate thought, and correct your errors
than try to cover your etrors with
redefinitions and insults.

A% v Reply Share:

N SicSemperTyrannis - 2hours ago
%l Never have so many cleimed to know so Ifttle.

I never thought obama's defense to all these scandals walild be -
to claim incompetence.
A i v Reply Share>

i relmasian - 3days ago

i "So"an.Obama appointee has connections to other guys
conneced to Obama:.What is missing is how did this guy push
Tea Party delay and scrutiny at the IRS. What were the
"additional comments" and what resulted?

~ {~ Repy Share,

| Brian Dgrrick - 4 days ago
ﬁ. Um... I have bad news: your “scandal” just died. it wasn't even
SSR won 2 respirator.” It collapsed face first on the floor.
Back to Benghazi, OK??
~ 1~ Reply Share> ’ .

i jb1111 - 7 days ago
Vs House RS Probe Continyes

When is the IRS's chief counsel going to lestrfy”
By Angela Hunt ‘

Carter

Hull, a veteran Internal Revenue Service lawyer in the Exempt
Organizations divisian, fingered the ofﬁ_ce of IRS Chief Counsel
William

Wilkins during Thursday’s congressional heanng But that's not
the

only time Mr. Wilkins's name has come up as the investigation
into the’ - _

agency's targeting of tea party grdups applying for tax-exempt
status '

continues.

Mr. Hall testified that Mr. Wilkins's office overruled the

see mane '

~ { v Reply- Share,
%8 CC Castle - 8days ago b
HE  No one knows mere about the Clinton's than Dick, and maybe
" where the bodies are buried, and maybe what happened that day
at Fort Marcy Park.

A { v Reply Share>

ALSO ON THEHILL Vthat's this?

Korean War's legacy

79 commenis + 3 days ago 193 commients -3 days ago

F&R] The Sleeping Giant — Barry :\ : -m Mon — Any sixyear old who
is really showing his lack of @@= ever ran a lemonade stand
knowdedge of history right ... has more business ..

growth, not .just cuts

Axelrod: Weiner ‘delusmnal !

thdlll cmﬁ:logs/pmdnls—bloglﬂn—adnnstratlm12353-wlllamwllcns=me-g gu'don-llddybd‘-me-lrs-soandal
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