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IRS COLLECTIONS – NO WAY TO KNOW WHEN YOU WILL HEAR BACK 

 

Issue: 

 

When calling the IRS to discuss collection issues, the agent does not provide an anticipated call 

back time or manager information. 

 

Background: 

 

Recently, calls placed to collection agents to discuss client accounts are met with voice mail 

stating that you will get a return call within 24-48 hours upon the agents’ return to the office.  

That period of time could be several weeks.  If you miss the agent’s call, you are back in the 

unknown call back period. 

 

IRS addressed this issue at the October NPL meeting.  Mr. Darren Guillot noted that the agents 

are required to return calls within 24-48 hours.  NOT within 24-48 hours upon return to the 

office.  He further stated that he would be personally addressing this issue at his site visits in 

the coming months. 

 

Recommendation: 

 

Despite Mr. Guillot’s policy of returning phone calls, the facts continually show that there is no 

set time frame for a return call from a collection agent.  Further, the manager information is 

not provided on the voice mail message. 

 

NCCPAP recommends that the IRS collections enforce the existing policy for returning calls on 

collection issues.  In addition, manager or supervisor contact information should be provided on 

the voice mail message.  Further, the regional collection managers should be held accountable 

for the agents in their region to provide the quality of service that should be provided all 

taxpayers. 
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TAX REFUNDS NEED TO BE VERIFIED BEFORE PAYMENT TO TAXPAYER 

Issue: 
 
Annually, the IRS has been remitting over $3 billion of fraudulent refunds.  The current refund 
system does not verify taxpayer account information prior to the processing of tax refunds and 
allows for increased potential errors and misappropriation of government funds. 
 
Background: 
 
Legislation mandates that the IRS must process refunds within a 21-day period unless additional 
processing is required.  With electronic filing, the timing of processing refunds has dramatically 
improved.  For several years, the IRS published the refund schedule for e-filed returns to be 
“accept on Thursday, refund following Friday”.  Under the MeF system, the processing of 
refunds has become even quicker. 
 
The IRS currently processes refunds through an Automated Clearing House or ACH transfer.  
This is a quick, secure and low-cost means for the IRS to transmit taxpayer refunds.  However, 
as tax refund fraud and identity theft has continued to increase, scammers are using this 
process of refunding overpayments quickly to grab funds from honest taxpayers.   
 
Recommendation: 
 
The IRS needs to reconsider their method of processing refunds to add additional safeguards. 
There are several methods that the service could employ at little to no cost to insure a greater 
degree of reliability that refunds are, in fact, being issued to the correct taxpayer.  One of these 
methods is the “pre-note test”.  A pre-note is a test transaction a financial institution uses to 
make sure the provided account information is valid before setting up an Automated Clearing 
House, or ACH, transfer.  Pre-notes are optional zero-dollar transactions frequently used for 
pre-authorizing payroll direct deposit.   
 
Other Government agencies, including Social Security Administration, already use pre-note 
technology to verify the recipient information prior to their sending the initial benefit payment 
so this technology has already been vetted and proven to be effective. 
 
The IRS would transmit basic information, such as name, Social Security number, routing 
number and account number to the financial institution for verification.  This process may slow 
the actual refund by several days as the financial institution requires several days to review and 
verify the information provided by the sender, while not exceeding the 21-day processing 
period.  This procedure will help to insure that a refund will be sent to the taxpayer, not a 
criminal. 
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IDENTITY THEFT AND TAX REFUND FRAUD  
FORM 1040 MODIFICATION 

 

Issue: 
 
With e-filing of tax returns growing, and the IRS catching up with those committing tax refund 
fraud by filing bogus tax returns in the names of other individuals, those who prepare and 
submit fraudulent returns are looking for other ways to continue doing so. 
 
A new twist on tax refund fraud has recently developed – instead of filing a fraudulent tax 
return in the name of another taxpayer, the Social Security number of another taxpayer is 
claimed as a dependent.  This individual is not in any way related to the taxpayer whose name 
appears on the return as the filer.  The rules for claiming another as a dependent state that the 
individual being claimed as a dependent must be either a qualifying child or a qualifying relative 
as defined in the tax code, though there are certain circumstances in which an unrelated child 
may be claimed.  The fraudulent return claims the additional tax exemption and might even 
claim head of household status. 
 
In two known situations of this happening, the taxpayer whose tax return was submitted 
electronically, was informed that it was rejected due to the fact that they were claimed as an 
exemption on another tax return, and therefore, could not claim themselves on their own tax 
return.  Both of these taxpayers are male, single, over 60 years old. Both still work.  Another 
factor to add to this was that two years earlier, one of these individuals was the victim of 
identity theft in relation to their income tax return, and was assigned an IP PIN.   
 
UPDATE: 
 
In 2015, the IRS announced that starting in the year 2016, ALL taxpayers informing the IRS that 
they have been a victim of identity theft would be issued an IP PIN.  Prior to this 
announcement, the IRS was not automatically issuing an IP PIN to every taxpayer victimized.  In 
addition, there was a pilot program in Florida, Georgia, and Washington DC, (the three areas 
with the greatest amounts of ID Theft relating to fraudulent income tax returns) allowing 
taxpayers to get an IP PIN even though they had not yet been victimized. 
 
Despite this, the threat of ID Theft in regard to tax returns and refunds still exist. 
 
Even though the tax software companies have the ability to enter an IP PIN for the taxpayer, 
spouse, and dependents, there is still ONLY space in the signature block of the tax return for the 
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IDENTITY THEFT AND TAX REFUND FRAUD  
FORM 1040 MODIFICATION (cont.) 

 
IP PIN of the taxpayer to appear on a hard copy of the tax return.  There is no space for the  
Spouse’s IP PIN, nor is there space on Page 1, Line 6c – Exemptions for an IP PIN of a dependent 
to appear.  
 

RECOMMENDATIONS: 
 
In order to continue the battle against identity theft, the following recommendations are 
offered: 
 

1. The signature block on Form 1040, page 2 is to be modified so BOTH IP PINs (taxpayer 
and spouse) can appear on the return; any tax return without IP PINs when they have 
been assigned is to be rejected; 

 
2. Form 1040, Page 1 Line 6c – Exemptions – this section is to be modified to allow the 

inclusion of an IP PIN when one has been issued.  Any tax return submitted with 
dependents claimed that do not show an IP PIN when one has been issued is to be 
rejected. Any tax return with dependents who do show an IP PIN when one was not 
issued is also to be rejected. 

 
There are those who would make the argument that the IP PIN is only applicable to a tax return 
being electronically filed.  We would argue against that.  Just because a tax return is paper filed 
does not guarantee that it is a legitimate tax return.  Those committing tax return refund fraud 
are normally filing very simple tax returns with minimal information – usually only one income 
source.  Unlike a social security number, which once assigned to a taxpayer is permanent, the IP 
PIN is changed on an annual basis once a taxpayer is entered into the IP PIN program 
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OUTSOURCING OF DEBT COLLECTION 
 

Issue: 
 
IRS has been authorized by Congress to use private collection agencies to collect tax debt. 
 
Background: 
 
Congress has authorized and required the service to utilize private debt collection agencies to 
collect past due tax debt.  Congress decided the IRS should be required to outsource the work, 
even though the Service expressed serious concerns about using private bill collectors. The tax 
collection provision was included in the Highway and Transportation Funding Act of 2015 that 
took effect in December. The cases to be outsourced involve taxes that are owed and not in 
dispute.  However, this approach was previously unsuccessfully recommended by Congress. 
   
Additionally, this program runs counter to the service’s stand on tax and identity fraud.  Tax 
scams are a serious and growing problem - No. 1 on the Better Business Bureau's list of Top 
Scams for 2015. Twenty-four percent of the scam reports processed by the BBB last year dealt 
with imposters pretending to be either the Internal Revenue Service or the Canadian Revenue 
Agency. There were more complaints about tax imposter scams than the next three categories 
combined. The Treasury Inspector General for Tax Administration reported in October 2015 
that during a two-year period it had received more than 730,000 complaints about imposters 
claiming to be calling from the IRS. The inspector’s office said it knew of 4,550 victims who had 
paid the scammers more than $23 million in that two-year time period. In a news release, 
Inspector General J. Russell George urged taxpayers "to continue to be on high alert." Until 
now, consumer advocates and government fraud fighters had a simple and straightforward 
warning: The IRS does not initiate contact with taxpayers by phone. In fact, on its website the 
IRS still says it will "never call to demand immediate payment, nor will the agency call about 
taxes owed without first having mailed you a bill." 
 
Nina Olson, the National Taxpayer Advocate at the IRS, urged Congress not to pass this 
legislation because it could help fraudsters. In a statement released a few weeks ago, Ms. Olson 
wrote: "There has been a huge spike in the number of scam callers seeking immediate 'tax 
payments' from unsuspecting taxpayers in the last couple of years. The IRS has responded by 
emphasizing it doesn't make outbound calls of that kind. As this program stands up, there is a 
risk calls from private debt collectors will muddy that message. There is also a risk that 
scammers will study the dynamics of the private collection agency calls and try to mimic them 
to fool taxpayers. As the IRS develops the program's procedures, it will have to take steps to 
minimize the risk of taxpayer confusion. “ 
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OUTSOURCING OF DEBT COLLECTION (cont.) 
 
 
"The IRS already had the option to use third party private firms for debt collection, but the new 
law makes it mandatory in cases where the statute of limitations is running out or the IRS itself 
hasn't been able to collect.  The IRS has tried to outsource tax collection twice before, in 1996- 
1997 and 2006-2009. "Twice the experiment has ended in failure," Ms. Olson pointed out in a 
letter to Congress in May 2014.  The Taxpayer Advocate Service of the IRS analyzed the use of 
collection agencies between 2006 and 2009. It concluded that IRS agents were "significantly 
more effective" than private collectors in all but the first six months of the program. In fact, the 
IRS collected about twice as much as the private firms. The report noted that the private 
collection agencies "had little success after working the easy cases." 
 
Recommendation: 
 
IRS should continue to coordinate with their legislative division to have Congress retract this 
requirement prior to its implementation. 
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PENALTIES FOR FIRST TIME ERROR 

 
Issue: 
 
Penalties are imposed on taxpayers for technical or first-time errors of practitioners in e-filing. 
 
Background: 
 
Practitioners routinely e-file extensions of time to file tax returns on behalf of taxpayers. These 
are frequently filed on or close to the due date of the tax return, for an automatic six-month 
extension. The IRS can reject the electronic extension for numerous reasons.  For example, the 
mismatch of a social security number and a name, due to a typographical error or a recent 
marriage, will lead to the rejection of an e-filed extension.  Only the practitioner, who e-filed 
the extension, is made aware of the e-filing rejection with an automatic computer response. 
The taxpayer is not notified by the IRS. If the practitioner does not immediately spot the 
rejection among the perhaps hundreds or thousands of responses to forms filed, a failure to file 
penalty will be imposed on the taxpayer.   
 
Case law is clear that taxpayers cannot delegate filing, and they remain responsible for failing to 
file tax returns even if they expected their accountant to prepare and file the return.  This rule 
has been extended to include filing extensions. However, the law does not take into account 
the current environment where e-filing is routine and encouraged. When there is a problem 
with e-filing, not within the taxpayer’s control, the taxpayer is the one who suffers the penalty.   
Unlike earlier cases where the IRS did not receive the return or the extension, and the taxpayer 
had the burden to show that the document was received by the IRS or prove that it was sent by 
acceptable means, here the IRS concedes receiving the e-filing.  The issue therefore changes to 
whether the e-filed document has been corrected and re-filed promptly. 
 
The IRS allows a brief, limited period to correct a rejected e-filed submission. There can be 
instances where the practitioner has “reasonable cause” for failing to realize during that period 
that the e-filing was automatically rejected or for failing to correct the error in time.  For 
example, the practitioner may have had a medical issue, a death in the family or other personal 
problem for the time concerned, and a prior history of compliance. While these reasons would 
constitute reasonable cause for abatement of penalties for the taxpayer, there is no similar 
provision allowing an abatement of penalties for reasonable cause when the practitioner has 
the problem.  
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PENALTIES FOR FIRST TIME ERROR (cont.) 
 
In addition, taxpayers are entitled to the administrative remedy of “first time abatement” 
where there is a prior history of compliance. There is no similar remedy for practitioners who 
make an inadvertent error or have other issues, leading to a late filed return for a taxpayer.  
 
Recommendation: 
 
Reasonable cause for abatement of failure to file penalties should be expanded to apply 
reasonable cause exceptions to practitioners, with respect to technical errors related to e-
filing.  In addition, the administrative remedy of first time abatement should be expanded to 
apply to first-time errors of a practitioner. 
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