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Yi§) Servicewide Preparer Strategy -
(SWPS) Background

IRS

Current State:

The Service currently actively engaged in compliance and educational
activities to address incompetent and unscrupulous preparers. However,
to date, we do not have a coordinated, servicewide strategy effectively
utilizing servicewide resources to positively impact this preparer
misconduct.

Treasury Inspector General for Tax Administration
(TIGTA) Audit Reference Number: 2018-30-042

The Deputy Commissioner for Services and Enforcement should
develop a preparer misconduct strategy that encourages programs with
the authority to address preparer misconduct to coordinate with one
another to establish program goals and track progress towards those
goals.
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Mission:

Positively impact return preparer misconduct and compliance and
change behavior by implementing a Servicewide Preparer Strategy
which enhances coordination within and among business units while
ensuring overall compliance with the tax laws.

Strategic Goals and Priorities:

* Implement a coordinated enterprise approach to resource
utilization and the decision making process

* Leverage technology and systems

* Focus on misconduct through both internal and external
outreach and education

* Implement servicewide measures for success
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SWPS Briefing Timeline
IRS J

Cross-BOD review and approval process:

« August 23, 2019: Initial cross-BOD Executive briefing (including SB/SE,
LB&l, Collection, CID, TE/GE, RPO, W&I, OPR, C&L, Taxpayer
Advocate, Chief Counsel, and TFAO executives).

e October 2019-February 2020: SWPS team partnered with BOD SMEs
to address BOD concerns, incorporate into Strategy and reach
consensus.

 December 9, 2019: Follow-up cross-BOD Executive briefing to discuss
three SWPS Strategic Goals. Subsequent concurrence received from
BOD executives during December 2019 through virtual voting.

« March 25, 2020: Final cross-BOD executive briefing to discuss
remaining three SWPS Strategic Goals. Feedback incorporated and
subsequent concurrence received from BOD executives during April
2020 through virtual voting.
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SWPS Strategic Goal 1
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#1: Establish governance, improve leverage and
centralize compliance activities.

« Create a Preparer Governance Board, allowing the Service to
quickly establish a coordinated cross-BOD preparer structure to
implement service-wide coordination related to all Strategy goals.

« Areferral of the Office of Servicewide Preparer Compliance and
Enforcement (SWPCE) organization/structure concept will be made
to the TFAO for their consideration as it relates to any future
restructuring activity.

« Create a tiered approach to treating preparers with a built-in
escalation model.
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SWPS Strategic Goal 2
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#2: Reduce opportunities for preparer misconduct and
identify non-compliance.

« Create a working group(s) for return preparer penalties.

* Centralize the receipt and input of return preparer referrals and
leads.

 The proposed governance board will determine the appropriate
placement of these groups.
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SWPS Strategic Goal 3
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#3: Make a multi-year commitment to preparer related
research.

* Review the preparer penalty process from proposal through
collection to identify improvement opportunities and preparer
behavior impact in support of servicewide compliance activities.

* Implement a research project to determine whether preparer non-
compliance (non-filing) impacts preparer misconduct

* Implement remaining identified SWPS research projects as
identified by the SWPS team.
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SWPS Strategic Goal 4
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#4: Continue improvements in Information Technology
and information sharing.

* Merge existing return preparer databases involving BOD compliance
activities and results in a central location. This is an alternative option to
the below data library proposal and is dependent on costing and
functionalities of current databases.

« Consolidate return preparer information into a new centralized return
preparer data library platform accessible to all BOD users.

« Centralize data analytics within the data library and explore the use of
cutting-edge analytical techniques to identify non-compliant return
preparers for testing and potential selection and treatment.

* Partner with the Electronic Case Management (ECM) team to
incorporate the data library platform into the ECM process.
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SWPS Strategic Goal 5
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#5: Coordinate servicewide to enhance communication
and coordination to ensure our employees are engage
and understand the overall SWPS.

* Develop an internal Knowledge Management System which
servicewide employees will utilize for assistance with return preparer
related topics.

« Establish an internal communication process to share program,
process and policy law updates with servicewide employees who
work preparer programs. This will include the preparer focused
Knowledge Management system, email, training tools and other
communication means.
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SWPS Strategic Goal 6
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#6: Communicate key messages with external partners and
stakeholder groups that advance the goals of SWPS to
improve preparer conduct and access to information.

« Develop short messages for sharing with preparer groups and
forwarding to e-news for tax practitioners and other list serves
maintained by C&L.

* Partner with C&L and other BOD's to develop and coordinate external
communications related to the Servicewide Preparer Strategy activities.

« Establish a multi-year return preparer communication plan to share key
messages, process and policy law updates with the return preparer
community. Leverage existing sites on IRS.gov and consider other
communication channels such as SHOTS videos.
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Next steps for the SWPS team:

« May 18, 2020: SWPS briefing with DCSE

* Incorporate DCSE feedback and finalize Strategy

* Close related TIGTA corrective action after DCSE approval

* Implementation team to implement approved strategy.
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Servicewide Preparer Strategy (SWPS)
Executive Summary

Implementing the proposed strategic goals of the Servicewide Preparer Strategy (SWPS) fulfills the corrective
action from TIGTA Audit 201630030 — The IRS Lacks a Coordinated Strategy to Address Unregulated Return
Preparer Misconduct as follows:

Recommendation 1: The Deputy Commissioner for Services & Enforcement (DCSE) should develop a
preparer misconduct strategy that encourages programs with the authority to address preparer misconduct
to coordinate with one another to establish program goals and track progress towards those goals.

Corrective Action: SB/SE will lead a cross-functional effort to develop a coordinated Servicewide Return
Preparer Strategy. Collaboration will allow us to leverage our limited resources and make
recommendations on a full range of educational, civil, and criminal enforcement actions.

As a follow-up to the initial DCSE call on May 18, 2020, a Servicewide Preparer Strategy Process Map
document has been created and will be shared and discussed during the August 14, 2020 follow up meeting.
The document was created to:

e Provide answers to outstanding questions regarding the current return preparer processes throughout
the IRS.

e Provide a summary of current return preparer processes within each of the Business Operating
Divisions (BOD). Process maps are included within each BOD discussion as applicable and will be
highlighted during the discussion.

e Describe how the proposed Servicewide Preparer Compliance and Enforcement (SWPCE) organization
would impact each BOD and specifically address strategic goal 1 of the Servicewide Preparer Strategy
which states:

o Establish governance, and improve, leverage and centralize compliance activities

e Provide a detailed overview of the proposed SWPCE organization and discuss how SWPCE would
bridge current gaps and fulfill the remaining five strategic goals of the Servicewide Preparer Strategy
which will allow the IRS to have a coordinated cross-BOD preparer strategy moving forward.

Next steps:

e Secure strategy approval from the Deputy Commissioner for Services & Enforcement.
e Update BOD executives on approved strategy.

e Close the associated TIGTA Planned Corrective Action.

¢ Implement the approved Servicewide Preparer Strategy.
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Servicewide Preparer Strategy (SWPS)
Executive Summar

Implementing the proposed strategic goals of the Servicewide Preparer Strategy (SWPS) fulfills the corrective action
from TIGTA Audit 201630030 — The IRS Lacks a Coordinated Strategy to Address Unregulated Return Preparer

Misconduct as follows:

Recommendation 1: The Deputy Commissioner for Services & Enforcement (DCSE) should develop a preparer
misconduct strategy that encourages programs with the authority to address preparer misconduct to coordinate
with one another to establish program goals and track progress towards those goals.

Corrective Action: SB/SE will lead a cross-functional effort to develop a coordinated Servicewide Return Preparer
Strategy. Collaboration will allow us to leverage our limited resources and make recommendations on a full
range of educational, civil, and criminal enforcement actions.

As a follow-up to the initial DCSE call on May 18, 2020, this Servicewide Preparer Strategy Process Map document has
been created and will be discussed during the August 14, 2020 follow up meeting. This document was created to:

e Provide answers to outstanding questions regarding the current return preparer processes throughout the
IRS.

® Provide a summary of current return preparer processes within each of the Business Operating Divisions
(BOD). Process maps are included within each BOD discussion as applicable and will be highlighted during
the discussion.

® Describe how the proposed Servicewide Preparer Compliance and Enforcement (SWPCE) organization would
impact each BOD and specifically address strategic goal 1 of the Servicewide Preparer Strategy which states:

o Establish governance, and improve, leverage and centralize compliance activities

e Provide a detailed overview of the proposed SWPCE organization and discuss how SWPCE would bridge
current gaps and fulfill the remaining five strategic goals of the Servicewide Preparer Strategy which will
allow the IRS to have a coordinated cross-BOD preparer strategy moving forward.

Next steps:

e Secure strategy approval from the Deputy Commissioner for Services & Enforcement.
e Update BOD executives on approved strategy.
e C(lose the associated TIGTA Planned Corrective Action.

e |Implement the approved Servicewide Preparer Strategy.

To begin the presentation click here:
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DCSE Return Preparer Activities Overview

= This icon appears throughout
the document. Click on it to

access the referenced page.
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SB/SE Return Preparer Activities Overview

DCSE ‘ RP Referral Activities impacted by SWPCE
Overview, RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE
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| | and Research may
be realigned into

SWPCE

A

SB/SE Return Preparer Program ata Glance

SB/SE Benefits with SWPCE:
o i“'—;f %169 SB/SE functions/groups with no direct workload or staffing realignment
eterrals Received: . N A g o ‘
B S o - will still benefit from the new SWPCE organization. They will have:
PACs Terminated: 212 156
PAC Penalty Initiated: 155 145 ®  Accessibility to SWPCE data and research through the SWPCE
Non-PAC Penalty Initiated: 884 383 " P : : .
i e o1 knowledge library, including direct points of contacts.
on Preparers 417 329 ®  Support from SWPCE for preparer related projects help identifying
prlRromoters 82 55 preparers, and working return preparer penalty cases.
on Preparer & Promoter 27 16
Unidentified 405 11 ®  (Centralization of referral intake and development by SWPCE will
LDC Investigations Authorized: 231 211 free up resources that can be focused on other priorities.
LDC Referrals to LB&| & TE/GE: 0 0 .
Return Preparer Visitations® *: 953 1,168 ®  Additional resources for return preparer knowledge,
communications, and research will provide consistency.
* Per 5B/5SEReferml and LOC database
** SB/SE Exam resources are utilzed to support the W&I Return Preparer Visita tion

Program. 5ee poge 7 foradditional information regardin g this program.
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LB&I Return Preparer Activities Overview

DCSE ‘ RP Referral Activities impacted by SWPCE
Overview, ‘ RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE

LB&I
Commissioner

Program & Withholding . e
. Treaty & Transfer Cross Border DIR Pass Thru Internationa Compliance D=L,

Pricing Operations Activities Entities Individual Areas (ﬁ Compliance

Enterprise
Activities

Business
Solutions Compliance

Integration
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Overvie

Y

. A There is no anticipated realignment of workload to the new
R = nualving SWPCE organization
RP referrals could 8 ’
berealigned to

SWPCE.

LB&I Benefits with SWPCE:
LB&I functions/groups with no direct workload or staffing realignment
will still benefit from the new SWPCE organization. They will have:

Accessibility to return preparer data and research through SWPCE
Access to the SWPCE knowledge library, including direct points of

LB&I Return Preparer Program at a Glance O ShEs.

®  (Centralization of referral intake and development by SWPCE will
EYig EY19 eliminate manual record keeping.
Referrals Received: 0 1

®  Support from SWPCE for preparer related projects or assistance in
PACs Initiated: 0 0 s it prol

identifying preparers.

* Per LB&I Return Preporer Coordinator
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TE/GE Return Preparer Activities Overview

DCSE
Overview,

TE/GE
Commissioner

‘ RP Referral Activities impacted by SWPCE
RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE

v

Activities involving
RP referrals could
berealigned to
SWPCE.

v

Headquarters

Compliance,
Planning &
Classification

A 4

There is no anticipated realignment of workload from TE/GE
to the new SWPCE organization. SWPCE will provide
assistance to TE/GE as needed. Referrals on entities (Form
13909) received in TE/GE will continue under their purview.

TE/GE Return Preparer Program at a Glance

* Per TE/GE

EY18 EY19
Open - 2
Closed 3 0

TE/GE Benefits with SWPCE:
TE/GE functions/groups with no direct workload or staffing realignment
will still benefit from the new SWPCE organization. They will have:

Accessibility to return preparer data and research through
SWPCE.

Access to the SWPCE knowledge library, including direct points of
contacts to SMEs.

Centralization of referral intake and development by SWPCE will
free up resources that can be focused on priorities.

Support from SWPCE for preparer related projects or assistance in
identifying preparers.
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W&I Return Preparer Activities Overview

DCSE ‘ RP Referral Activities impacted by SWPCE
Overview, ‘ RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE
Commissioner
1 : . - Equity,
Operation Compliance( Assistan ce, Communication Diversit
Support Se:tilce< ) Relationship & & Liaision : Y
= Education Inclusion
Strategies & Return _
Solutions Integrity Reé:::;::le
(Research) Verification
Y
There is no anticipated realignment of workload or
activities to the new SWPCE organization.
Y
Collaboration will occur
between SWPCE and W&
W&I Return Preparer Treatments at a Glance W&I Benefits with SWPCE:
W& functions/groups with no direct workload or staffing realignment
EY18 EY19 willstill benefit from the new SWPCE organization. They will have:
Visitations:
Due Diligence™* 776 994 ®  Accessibility to SWPCE data and research through the SWPCE
Knock & Talk*** 177 174 knowledee librar
Client Audits:**** 23,891 25,916 2 L
Phone Calls: 4,423 2,428 ®  Support from SWPCE for preparer related projects help identifying
Letters: 25,105 27,276 preparers, and working return preparer penalty cases.
®  (Centralization of referral intake and processing by SWPCE will free
*  Per W&l Research Strategy & Solutions Report up resources that can be focused on other priorities
**  W&I identifies preparers and wisitations are conducted by 58 /SE Field Examination
*** W&I identifies preparers and visitations are condu cted by SB/SE Field Examination ®  Provide opportunity of additional treatment escalation beyond
and O Agents S BOD .
***+ Clignt oud s are conducted by W&I Compus existing constraints.
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Cl Return Preparer Activities Overview

DCSE ( RP Referral Activities impacted by SWPCE
Overview, RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE
Chief, Criminal
Investigation
Operati Technology &
G Strate IEmatons! If;;: ;ﬂ Iﬁ\cresn;') (;i":fe Field Office
Cyber Crimes By Operations \ & 5
Support Services
There is no anticipated realignment of workload from Cl to the new SWPCE organization. SWPCE will
provide Cl with enhanced identification, special projects and research results for potential criminal
investigations.
Leads and referrals received in Cl will continue under their purview. Development of criminal return
preparer investigations and shops will continue within the operating division.
The SWPCE organization would be the recipient of leads and referrals declined by CI.
Cl Benefits with SWPCE:
Cl functions/groups with no direct workload or staffing realignment will
still benefit from the new SWPCE organization. They will have:
Cl Retumn Preparer Investigations at a Glance ®  Accessibility to SWPCE data and research through the SWPCE
knowledge library, which includes historical records and
EY18 EY19 documentation of prior return preparer activities, to assist with
Investigations Initiated: 224 163 better criminal cases and investigations.
Prosecut!()n ReCQmmendatlcns: 177 203 ®  Dedicated SWPCE SMEs that can be consulted as needed and
Information/Indictments: 170 138 ide dataand d t assistance for trial
e 148 154 provide data and document assistance for trial.
Incarceration Rate: 78% 78% ®  Support from SWPCE for preparer related projects
Avg. Months Served: 5 24 ®  Provide a Servicewide commitment to identifying the next best

* Per Ciminal Investig ation Annual Report

case for Clto shop.
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RPO Return Preparer Activities Overview

DCSE

‘ RP Referral Activities impacted by SWPCE
Overview,

RP Research Activities impacted by SWPCE
. RP Compliance Activities impacted by SWPCE

Director, Return
Preparer Office

L

. Competency &

EA Policy &
Mgmt

Continuing Strategy & N Lty

Education Finance

v

There is no anticipated realignment of workload or
activities to the new SWPCE organization.

Enrolled Process & Communication
Actuaries Business Req.

RPO will continue with Title 31 Authority and oversight for
all PTIN registration and enrollment functions.

. Unidentified Compliance
CROT p|a|:"|t Com plaint Pre parerl-”_‘ UrPD P
efermrals Process Detection =" Process
Staffing in Compliance
Groups may be
realigned into SWPCE
RPO Benefits with SWPCE:
RPO functions/groups with no direct workload or staffing realignment
will still benefit from the new SWPCE organization. They will have:
RPO Return Preparer Data at a Glance ®  Accesstodata and research in the SWPCE knowledge library.
Support from SWPCE for preparer related projects or help
Total PTINs Issued (9/2010-present): 1,671,192 identifying preparers.
PTINs Active (as of 7/1/2020): 775,487 o i )
2020 Annual Filing Season Participants: 58,174 Dedicated SWPCE subject matter experts that can be consulted as
needed.
EYis EY19 ®  Referralsto Suitability that have been researched and vetted.
Complaints Received: 8,428 6,694 . ) . .
Referrals to BOD: 1,796 1,288 L] Partner for communication and information to ensure internal and
external messaging is consistent.
* Per IRS.gov and RPO BPR
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Online Services, Whistleblower and OPR Return Preparer Activities Overview

Director, Director, Office of
Whistleblower Professional
Office Responsibility

Director, Office of
Online Services

Potential future
impact resulting from
technological
enhancements

No Current Impact No Current Impact

A 4

There is no anticipated realignment of workload
from these BODs to the new SWPCE organization.
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SWPCE Overview

I SWPCE Organization Chart I

v
Attorney Advisor
Sr. Operations Advisor
Technical Advisor
Project Manager
Secretary

Director
Servicewide Preparer
Compliance and Enforcement

Program Manager

Program Manager
RP Referrals &
Development

Program Manager
RP Research, Data &
Planning

RP Treatme
Outreach & Policy

RP Identification,
e Treatment & Case
Assembly Group

RP Research, Data &

La RP Referral Group Planning Group

RP Special Projects/
Impact Assessment
Group

RP Development &
Delivery Group

La RP Penalty Group

RP Strategic
g Planning & Palicy
Group

Strategic Planning &
Policy Group
[sup ports all SWPCE
groups and BO Ds,'l

Referral Group

Identification,

Special Projects/

and Development and
Research, Data & »| Delivery Group > Treatment & Case > Penalty Group > Impact Assessment
. Assembly Group Group
Planning Group
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SWPCE Return Preparer Referral Group ®

DCSE
Overview,

RP Referral Group: This group will receive, review for completeness, and intake all return preparer
complaints, leads and referrals from internal and external sources.

Staffing Options: Anticipated staffing could comprise employees realigned from existing positions
involved in the intake and evaluation of return preparer referrals, such as those employees in the RPO
Complaint Referrals Group and the Lead Development Center.

Current State: Return preparer referrals are currently received in each BOD and in some instances,
in multiple functions/groups within the BOD. Each location that receives a referral hasits own
process for review, intake, and retention. These referrals are often submitted in duplication and
require rerouting by employees within the work groups and BODs.

vV VvV ¥

The FY17 Incoming Referrals chart shows where return preparer referrals are currently received
across the IRS and illustrates the current process gaps.

FY17
Incoming

Referral

SWPCE Vision for RP Referral Group Process: g:f; ; _, v

Forward referral to

Complete theintake SWPCE RP END of Referral
process Development & Group Activity
Delivery Group

START of Referral received in Is the referral
Referral Group group by mail or regarding a Return
Activity electronically Preparer?

Reroute or
return to
sender as

appropriate

NOTE: The term ‘referral’ includes intemal and external complaints, referrals or leads regarding a compensated retum preparer
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SWPCE Return Preparer Development & Delivery Group ®

DCSE
Overview,

vV ¥V V V

RP Referral Development & Delivery Group: This group will develop complaints, leads, and referrals
received by the RP Referral Group for potential delivery to BODs or appropriate SWPCE groups for
treatment.

Staffing Options: Anticipated staffing could comprise employees realigned from existing positions
involved in the development and determination of return preparer referrals and leads, such as those
employees in the RPO Complaint Referrals Group and the Lead Development Center.

Current State: The development and decision points regarding return preparer referrals are currently
made in each BOD and in some instances, in multiple functions/groups within the BOD. Each work
group processes, develops and decides what to do with a referral based on their strategy, mission and
procedures. This BOD siloed approach can be demonstrated by reviewing the process maps.

SB/SE SB/SE SB/SE LB&I A RPO i{ze]
PAC Promoter Visitations PAC Refundable Complaints urD
Process Process Process, Credits Process Process
SWPCE Vision for RP Development & Delivery Group: Gop1 | Gop2 I J
Closed 4 Closed 8 ed

START of
Development &
Delivery Group

Activity

Receipt of Referral Conduct
from
RP Referral Group

Read & Determine Is treatment Disposeto Close to Appropriate

Appropriate warranted? SWPCE Group? SWPCE Group

Referral Allegation Research

Close — No Action Close to BOD

END of
Development &
Delivery Group

Activity

NOTE: The term ‘referral’ includes intemal and external complaints, referrals or leads regarding a compensated retum preparer
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SWPCE Research, Data & Planning Group @

Research, Data and Planning: This group will coordinate Servicewide RP research efforts including the
new data library platform, related Artificial Intelligence, support data analytic projects, and scoring
models as well as helping design measures. They will partner with Research, Applied Analytics &
Statistics (RAAS), SB/SE Research, and W&I Strategy & Solutions for Servicewide goals.

\ 4

Staffing Options: Anticipated staffing could comprise employees realigned from existing positions in
SB/SE, W&I and other research functions involved in return preparer research, data gathering and
analysis, scoring models and planning.

vV

Current State: Separate systems and data files exist for capturing return preparer information and
staffing is scattered through various BODs.
e Professional credentials
Preparer Treatment Delivery Tool (PTDT)
Continuing education data
Centralized Authorization File (CAF)
PTINs
EFINs
Returns (Compliance Data Warehouse)
Preparer Referrals
Accounts Receivable Dollar Inventory (ARDI)

) SWPCE Vision for Research, Data & Planning Group: v @ o

To centralize and support return preparer research, data gathering and analysis, scoring models and
systems for access and availability to existing BODs and functions.

vV

Return
Preparer
PRISM DA RPAT
CDW .Collectlt.:)n
information

Return

Review Penalty

Program Outreach information
information
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SWPCE Special Projects/Impact Assessment Group ®

DCSE
Overvie

Special Projects/Impact Assessment: This group will manage emerging issues such as those arising from
legislative changes impacting the return preparer community and the clients they serve. Upon
implementation the group will utilize the current BOD environmental scan and assess historical preparer
activities, which will allow SWPCE to build effective Servicewide measures, goals, and escalation activity.
As SWPCE evolves, the group will monitor treatment and report results of behavioral impact, including
supporting the RP Strategic Planning and Policy Group for data needs related to oversight requests.

Staffing Options: This is a brand new group to the IRS and would need to be staffed. Potential staff
could include statisticians, social scientists, economists, behavioral analysts, etc.

not have a centralized process for tracking preparer cases Servicewide through the entire life cycle,
including appeals and collections. There is minimal collaboration that allows us to leverage our
limited resources to make recommendations on a full range of educational, civil and criminal
enforcement actions. In addition, there is no Servicewide coordination that looks at the overall long
term impact of return preparer treatment and behavior. Currently there is limited long-term research
that documents return preparer programs and projects. As aresult long-term impact and measures
are inconclusive.

Current State: Preparer cases are currently tracked and monitored within each BOD. The IRS does

SWPCE Vision for Special Projects/Impact Assessment Group: v @@ v
Closed / ede /A ed
Impact Assessment Feedback Loop
Key Activities and Emerging Issues Assessed at Each Phase

Detection: Selection: Treatment: Prevention: \
Identifying preparers who are Categorizing non-compliant Action to address preparer behavior| | Helping preparers and taxpayers )
engaging in non-compliant preparers based on selection including letters, calls, visits, and avoid compliance errors with y;

—

behavior criteria and work plan penalties.
requirements
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SWPCE Return Preparer Identification, Treatment & Case Assembly Group

activities.

Detection group.

BODs.

vV V V VvV d

START

Receipt ofworkload from
another SWPCE Grp or BOD

v

‘ Preparer Treatment Escalation Model

not contingent on a lower step.

Steps in this pyramid can be independent, stand-alone activities. They are

/a
s \\\
/ bCc
PAC \

) or the preparer. Plus
/ other Exam activity

x Examination on client(s) *

/ Return Preparer Visit
f Programs

Phone Outreach

/ Letter Treatment

f Education and Outreach

RP Identification, Treatment & Case Assembly Group: This group will identify preparers (including ghosts)
and either deliver the appropriate treatment (e.g. letter treatment for PTIN issues) or refer the preparer to
another BOD. This group is not intending to replace or duplicate examination or criminal investigation

Staffing Options: Anticipated staffing could comprise realignment from the RPO Unidentified Preparer

Current State: The decisions as to the manner and execution of return preparer education,
compliance, and enforcement activities are currently made in each BOD and in some instances, in
multiple functions/groups within the BOD. The identification and manner of activities are decided
based on the BODs’ strategy, mission, and measures. Treatments are not consistently applied or
timely, which can result in significant delays. In addition, treatments are not often coordinated among

SWPCE Vision for RP Identification, Treatment & Case Assembly Group: BT rRELR v

Closed Closed s ad

Education and Outreach

Communication groups exist in each BOD and conduct recurring and ad hoc campaigns with
preparers. The Nationwide Tax Forums create direct contact with approximately 20,000
preparers each year. Many others view the presentations online. Stakeholder Liaison
provides significant support to speaking events, preparer inquiries, identifying and removing
barriers.

Letter Treatment

The Service has an extensive letter library to educate, notify and treat preparers. Letters are
the least expensive method to work with preparers to improve their non-compliant behavior.
Phone Outreach

Phone outreach is similar to the RPVP but more cost efficient. RPO Compliance analysts use
calls for PTIN issues. This is also an ideal workstream for Campus personnel and TCOs.
Return Preparer Visitation Programs (RPVP)

Visits vary by program and usually include education, enforcement and compliance actions.
Topics include EFIN, PTIN, return due diligence, record keeping and tax law. Identification and
selection methods have been honed over time. A prior visit provides a foundation for
escalated treatment if a pattern of behavior continues.

Examination

Supports the IRS mission by conducting examinations of taxpayers and preparers. They also
perform outreach and education.

# Program Action Cases [PACs)

PACs are investigations where clients of a questionable preparer are examined to determine
whether preparer penalties and/or injunctive actions against the preparer are warranted. A
PAC concentrates on preparers who represent habitual noncompliance and lack of
competence. PACs can result in penalties under IRC. PACs can also end with an injunction
under IRC 7407, Action to Enjoin Tax Return Preparers. The government can seek an
injunction under IRC 7407 without prior assessment of a penalty.

Lead Development Center (LDC)

LDC is the clearinghouse for leads on individuals and entities that promote or aid in abusive
tax schemes. They develop and approve SBSE investigations for IRC §§ 6700, Promoting
Abusive Tax Shelters and 6701, Aiding and Abetting Understatement of Tax Liability. They
coordinate with Cl, Counsel, and DOJ and the Field personnel.

Criminal Investigations [Cl):

Investigates potential criminal violations of the Internal Revenue Code and related financial
crimes. This treatment is one of the most expensive but is an effective deterrent.

g END of Group
- Activity

August 7, 2020

Page 16



SWPCE Return Preparer Preparer Penalty Group

DCSE
Overview,

vV V V V

START
Preparer Penalty
Group

RP Penalty 6695
and/or 6694
violation allegation
received

Review allegation
and conduct
research

GM approval to
pursue?

Staffing Options: This is a brand new group to the IRS and would need to be staffed.

Establish penalty
case and determine
reasonable cause

Preparer Penalty Group: This group will develop, propose, and assess IRC section 6695 and limited 6694
penalty cases. The group will partner with and support BODs when requested to develop and propose

penalty applications. Preparer penalty cases proposed by BODs, may be subject to additional analysis by
SWPCE for potential escalated treatment, BOD training, etc.

Current State: All BODs, with the exception of RPO, have Title 26 Authority for the consideration and
assertion of return preparer penalties. Limited resources, work plan focus, and competing priorities
contribute to why return preparer penalties are not consistently pursued across BODs and geography.
This results in our inability to apply tax law with fairness and equity to all.

SWPCE Vision for RP Penalty Group: v v
Closed Achieved

Reasonable
cause exists?

Closed no
penalty asserted

Assert penalty
and dose case as
appropriate

END of Penalty
Group Activity
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SWPCE Return Preparer Strategic Planning & Policy Group

DCSE
Overview,

vV VvV V WV 4

RP Strategic Planning & Policy Group: This group will be responsible for strategic planning and program
development for the continuous application of the Servicewide Preparer Strategy. It will review results
from impact assessments, BODs, and other preparer related stakeholder activities to make
recommendations for appropriate policy implementation. In addition, this group will be responsible for
managing oversight requests (TIGTA, GAO, etc.).

Staffing Options: Anticipated staffing could comprise employees realigned from existing BOD analyst
positions involved in Return Preparer Programs and could also include analysts from the RPO
Compliance Group.

Current State: Currently BODs have their own return preparer work plan, goals and priorities and
there is limited cross BOD coordination in strategic planning and policy. This siloed approach results in
BODs focusing on short-term annual goals versus achieving broader long-term Servicewide goals. In
its current state BODs are limited in their return preparer compliance and enforcement, accessibility
to internal and external communications, and are unable to consider treatment options outside of

their designated work streams.
Strategic Planning & | /| Goal6 1Y
Policy Group B eda Achieved
{sup ports all SWP CE groups
and BODS}

SWPCE Vision for Strategic Planning & Policy Group:

START

Strategic Planning &
Policy Group

Receive data Conduct analysis strategic plans &

Review existing Make Deliver to SWPCE I RELs

. recommendations Director approved_
policy recommendations

END
Strategic Planning &
Policy Group
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& Case

Assembly,

D, Trtmnt,

SWPCE - Bridges Gaps and Achieves Strategic Goal 1

GAP Current Operational Gaps Bridging Gaps through SWPCE

Gap1l Return preparer referrals are Saves resources by centralizing and standardizing the
received, worked and disposed of receipt of referrals.
in multiple BODs, based on their Centralizes housing and provides Servicewide access
own mission and strategy, with to referrals.
little Servicewide Coordination. Reduces taxpayer burden by providing one location

for submission.
Eliminates duplication, ensures proper routing and
provides for consistent disposition.

Gap 2 | Lack of Servicewide coordination Ensures consistent decisions for allegations of
on return preparer processes, noncompliance or misconduct.
tools, inventory, and treatment Reduces cycle time in processing and disposing of
options. referrals.

Gap 3 | BODs use siloed databases and Centralizes and supports research, data gathering
systems for housing return and analysis, scoring models and systems for
preparer information. accessibility to all BODs.

Allows for prompt identification of trends and
emerging issues.

Eliminates redundancy in research and data
gathering.

Gap 4 | Lack of coordination and Helps identify the ‘next best case’.
consistency across BODs in Ensures consistent and objective treatment across
identifying, selecting, and treating the Service, regardless of geography.
return preparers. Improves operational efficiency and elimination of

redundancy.

Creates a one-stop shop for return preparer activity
(excluding compliance activity still conducted within
individual BODs).

Gap 5 | Lack of consistency in return Provides consistency in penalty application across the
preparer penalty consideration Service, regardless of geography.
and application. Supports BOD resource constraints in the proposal of

6695 and 6694 penalty cases.

Reduces hours per case by eliminating learning
curves and allows for proficiency in penalty
application.

Gap 6 | Lack of Servicewide goals and Effectuates the efficient and consistent monitoring

measures to assess return
preparer activities.

and follow-up of return preparer activities.
Supports BOD strategic goals for return preparer
activities.

Coordinates cross-functionally for work plans
including educational, civil, and criminal actions.
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SWPCE Groups Support All SWPS Strategic Goals

Strategic Goal

Strategic Goals Achieved through SWPCE

Establish governance, and
improve, leverage and
centralize compliance
activities.

Implements a coordinated enterprise approach to resource
utilization and the decision-making process as it relates to
return preparers.

Provides for Servicewide measures of success.

Reduces redundancy and inefficiency

Focuses on misconduct and non-compliance through a
Servicewide escalation treatment approach.

Reduce opportunities for
preparer misconduct and
identify non-compliance.

Eliminating the need to create BOD working groups for return
preparer penalties.

Providing for the centralization of referrals.

Provides escalating treatment options currently limited by
BOD policy and procedure.

Make a multi-year
commitment to preparer
related Research

Centralizes and supports research, data gathering and
analysis, scoring models and systems for accessibility to all
BODs.

Allows for prompt identification of trends and emerging
issues for the preparer community and their clients.
Provides for research to determine the effectiveness of
treatment(s) and its impact on non-compliance and
misconduct.

Collaborates with BOD research groups and stakeholders on
alternative approaches and studies.

Continue improvements in
Information Technology and
information sharing.

Formulates centralized Servicewide data sharing and
information housing.

Centralizes data analytics to identify non-compliant return
preparers for testing, selection, and treatment.

Provides for consistent and Servicewide reporting on
measures and achievement toward established goals.
Provides an ownership location of the proposed centralized
data library.

Coordinate Servicewide to
enhance communication and
coordination to ensure our
employees are engaged and
understand the overall SWPS.

Contributes to knowledge base platforms to ensure
consistent information, training, processes, and procedures
provided Servicewide on the preparer program.

Improves communications between IRS BODs and ensures all
organizations are aware of Servicewide preparer goals,
activities and results.

For
Strategic
Goal 1
Strategic
Goal 2
Penalty
Group A
Strategic
Goal 3
Strategic
Goal 4
Strategic
Goal 5
Strategic
Planning &
Policy
Strategic
Goal 6
Strategic
Planning &
Policy

Communicate key messages
with External Partners and
Stakeholder Groups that
advance the goals of our SWPS
to improve preparer conduct
and access to information.

Partners with Communications and Liaison and other BODs to
develop and coordinate external messaging related to
Servicewide preparer strategy activities.

Develops and supports consistent messaging for
stakeholders.

Leverages existing sites and platforms for key messages on
preparer issues, law, policy, etc.
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