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(04-24-2025)

PURPOSE
(1) This transmits a revised IRM 5.9.5, Bankruptcy and Other Insolvencies, Opening a Bankruptcy Case.

MATERIAL CHANGES

(1) Material changes are listed below:
Number | IRM Subsection Description of Change
1 IRM 5.9.5.1.3 Updates the title from Responsibilities to Roles and Respon-
sibilities
2 IRM 5.9.5.1.4(3) Replaces IRM 1.4.51.17.2 and IRM 1.4.51.17.5 with IRM
1.4.51.17, Operational Reviews and Employee Engagement.
3 IRM 5.9.5.1.6 - IPU 23U0023 | Updates Terms/Definitions/Acronyms to include BOE -
issued 01-03-2023 and Business Objects Enterprise and IRS - Internal Revenue
reissued IPU 25U0016 dated | Service.
01-03-2025.
4 IRM 5.9.5.1.6 Rearranged acronyms in alphabetical order.
5 IRM 5.9.5.1.6(4) - IPU Adds CEASO acronym - Civil Enforcement Advice and
23U0879 issued 08-10-2023 | Support Operations.
6 IRM 5.9.5.1.7(7) Fixes link to the Insolvency Knowledge Base Home page.
7 IRM 5.9.5.1.7(9) Replaces Associate Area Counsel with Special Counsel (GL)
L&A.
8 IRM 5.9.5.2 Adds link to Form 14522.
9 IRM 5.9.5.4(3) Updates the Chapter 13 streamline classification.
10 IRM 5.9.5.4.1(1) - IPU Adds SUIT Classification when there is a TC 520 cc 80

23U0879 issued 08-10-2023 | identified, arranges list in alpha order, and replaces Advisory
with Civil Enforcement and Support Operations (CEASO).

11 IRM 5.9.5.4.1(1) Removes retired streamline classifications and adds the
current streamline and ClI classifications.

12 IRM 5.9.5.4.3(2) Updates the Chapter 13 streamline classification for the
general transfer criteria.

13 IRM 5.9.5.4.4(2) - IPU Updates dollar criteria for Chapter 7NA to $25,000 or more.

2300023 issued 01-03-2023 | Also updates that FI caseworker must obtain Group
and reissued IPU 25U0016 Manager concurrence and must be documented on AIS

dated 01-03-2025. history prior to transfer of case to CIO.
14 IRM 5.9.5.4.4(3) Updates the Chapter 7A IMF streamline classification.
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Number | IRM Subsection Description of Change
15 IRM 5.9.5.5(2) Updates caseworkers must work APOC flags that identify a
potential violation of the stay within five business (instead of
calendar) days of APOC identifying the flagged condition.
16 IRM 5.9.5.5.1.1 - IPU Adds new subsection Document Upload Tool (DUT).
23U0343 issued 03-03-2023
17 IRM 5.9.5.5.1.1(1) Updates the Document Upload Tool (DUT) for establishing a
DUT profile, adds reminder when documents are received,
adds note regarding original tax return uploads, and adds
link to the DUT Information Page for SBSE Collection.
18 IRM 5.9.5.6.1 - IPU 23U0023 | Adds other TC 520 Litigation Codes.
issued 01-03-2023 and
reissued IPU 25U0016 dated
01-03-2025.
19 IRM 5.9.5.7(6) Updates the debt limit for small business bankruptcies under
Sub chapter V of Chapter 11.
20 IRM 5.9.5.10 Changes Form 4159 to Form 4466, Payment Tracer
Research Record.
21 IRM 5.9.5.10(2) - IPU Replaces Advisory with CEASO.
2300879 issued 08-10-2023
22 IRM 5.9.5.11(2) - IPU Updates to include that BOE No Follow-Up Report must be
23U0023 issued 01-03-2023 | used by caseworkers and checked weekly.
and reissued |IPU 25U0016
dated 01-03-2025.
23 IRM 5.9.5.12(2) Updates the title to the Identity Protection home page to the
Identity Theft Central home page.
24 IRM 5.9.5.12.1(2) - IPU Updates and adds If/Then table for IDT.
2300028 issued 01-03-2023
and reissued IPU 25U0016
dated 01-03-2025.
25 IRM 5.9.5.12.1.1(2)a) Corrects the title to Form 14039-B, Business Identity Theft
Affidavit.
26 IRM 5.9.5.12.1.1(2)b) - IPU Updates Evidence of Identity Theft to secure either a copy
23U0879 issued 08-10-2023 | of a police report or signed affidavit.
27 IRM 5.9.5.12.1.1(3)c) - IPU Updates BMF to Business Identity Theft Affidavit.
23U0879 issued 08-10-2023
28 IRM 5.9.5.12.1.1(7) - IPU Updates Identity Theft (IDT) classification requirements.
23U0023 issued 01-03-2023
and reissued IPU 25U0016
dated 01-03-2025.
29 IRM 5.9.5.12.1.2(2) Updates information on Form 3870 preparation on IDT
cases.
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Number | IRM Subsection Description of Change
30 IRM 5.9.5.12.1.2(2) - IPU Updates the address for adjusting Identity Theft (IDT)
23U0023 issued 01-03-2023 | Account and updates to table format.
and reissued IPU 25U0016
dated 01-03-2025.
31 IRM 5.9.5.12.1.3 Adds IRM 5.1.28.8.4(2) for Routing Form 3870 to adjust IDT
accounts based on the type of assessment.
32 IRM 5.9.5.12.1.3(1) - IPU Updates SFR processing address.
23U0023 issued 01-03-2023
and reissued IPU 25U0016
dated 01-03-2025.
33 IRM 5.9.5.12.2(4)e Adds IRM 25.24.1.2(4) for RPM General Documentation list.
34 IRM 5.9.5.12.2(5) - IPU Replaces Advisory with CEASO.
23U0879 issued 08-10-2023
35 IRM 5.9.5.12.2(7) Updates information for forwarding Form 3870 when pro-
cessing examination or AUR assessments.
36 Exhibit 5.9.5-3 - IPU Updated timeframes per 11 USC.
23U0023 issued 01-03-2023
and reissued IPU 25U0016
dated 01-03-2025.
37 Exhibit 5.9.5-3 - IPU Corrects the timeframe and 11 USC.
23U0879 issued 08-10-2023
38 Exhibit 5.9.5-3 Corrects the table to show the elapse time is between
petition dates (bankruptcy filings).
39 Exhibit 5.9.5-7 - IPU Removed redundant information.
23U0023 issued 01-03-2023
and reissued IPU 25U0016
dated 01-03-2025.
40 Exhibit 5.9.5-7 - IPU Updates Step 2 Note when Debtor States Identity Theft.
23U0879 issued 08-10-2023
41 Editorials Edits Service to IRS, remove his/her and he/she, updates
“should” and “may” with “must” or “will,” and updates
citations for clarity throughout.

EFFECT ON OTHER DOCUMENTS

This material supersedes IRM 5.9.5, dated November 1, 2022 and includes IPU 23U0023 issued January 3,
2023, IPU 230343 issued March 3, 2023, IPU 23U0879 issued August 10, 2023, and reissued IPU 25U0016 issued
January 3, 2025.
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AUDIENCE
All operating divisions

Eric Slayback,
Director, Collection Policy,
Small Business/Self Employed
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5.9.5.1

(04-15-2020)
Program Scope and
Objectives

5.9.5.1.1
(04-24-2025)
Background

5.9.5.1.2
(04-15-2020)
Authority

59.5.1.3
(04-24-2025)
Roles and
Responsibilities

5951.4

(04-24-2025)

Program Management
and Review

(1)

Purpose. This section provides instructions for initial case processing in bank-
ruptcy court cases within Specialty Collection Insolvency (SCI), comprised of
Field Insolvency (Fl) and the Centralized Insolvency Operation (CIO). Some
procedures contained in this IRM section will be modified to coincide with a
jurisdiction’s local rules and court-issued standing orders.

Audience. This IRM section is used primarily by Insolvency caseworkers in Fl
and at the CIO. It will be referred to by other Small Business/Self Employed
(SB/SE), Specialty Collection Insolvency employees; such as revenue officers
(ROs) and advisors. However, employees in functions other than SB/SE will
refer to this section when dealing with a taxpayer that has filed bankruptcy.

Policy Owner. Director, Collection Policy, SB/SE.

Program Owner. Collection Policy, SB/SE, Insolvency is the program owner of
this IRM.

Primary Stakeholders. The primary stakeholders are Specialty Collection In-
solvency (SCI), Small Business/Self Employed (SB/SE) Collection, and
Counsel.

Program Goals. The goal is to provide fundamental knowledge and proce-
dural guidance for opening and working insolvency cases. Following the
guidance in this IRM will ensure cases are worked in accordance with bank-
ruptcy laws and regulations.

Internal Revenue Manual (IRM) 5.9, Bankruptcy and Other Insolvencies,
contains the IRS position, procedures, information, instructions, guidance, and
references concerning bankruptcy cases, stockbroker insolvencies, receiver-
ships, assignments for the benefit of creditors, corporate dissolutions, and bulk
sales.

The Insolvency program operates within the guidelines of the US Bankruptcy
Code (11 USC) and the Federal Rules of Bankruptcy Procedure.

IRM 5.9.3.1.2, Authority, and IRM 5.9.3.1.3, Responsibilities, also contain Insol-
vency caseworkers’ authority and responsibilities in the Insolvency program.

IRM 5.9.1, Overview of Bankruptcy, provides a list of titles and responsibilities
with an explanation of their roles and authority within the Insolvency program.

The Director, Specialty Collection Insolvency (SCI) is responsible for program
oversight.

IRM 1.4.51.8.3, Case Management Tools, IRM 5.9.12, Insolvency Automated
Processes, and IRM 5.9.16, Insolvency Case Monitoring, contain a list of
required reports for caseworkers and managers to utilize for inventory manage-
ment and review of case inventories. These sections also include the
frequency and purpose of each report.

National quality reviews and consistency reviews are conducted on a consis-
tent basis. See IRM 1.4.51.16.1, NQRS, IRM 5.13.1.4, Embedded Quality -
Field Quality Review Process, and IRM 21.10.1, Embedded Quality (EQ)
Program for Accounts Management, Campus Collection, Campus Examination,
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5.9 Bankruptcy and Other Insolvencies

5.9.5.1.5
(04-15-2020)
Program Controls

5.9.5.1.6
(04-24-2025)
Terms/Definitions/

@)

(1)

)

(1)

Field Assistance, Tax Exempt/Government Entities, Return Integrity and Com-
pliance Services (RICS), and Electronic Products and Services Support. See
also IRM 1.4.51.16.2, EQ Consistency Reviews, for more information.

Operational reviews are conducted on a yearly basis. See IRM 1.4.51.17, Op-
erational Reviews and Employee Engagement, for more information.

Managers are required to follow program management procedures and
controls addressed in IRM 1.4.51.5.2, Reviews (Overview), IRM 1.4.51.15,
Controls, and IRM 1.4.51.16, Quality.

Caseworkers and managers utilize the Automated Insolvency System (AIS) for
case management, assignment, and documentation of all insolvency and non-
bankruptcy insolvency cases. Access and permissions to AIS are restricted.
See IRM 5.9.3.2, Automated Insolvency System (AIS).

A glossary of terms used by Insolvency can be found in IRM 5.9.1-1, Glossary
of Common Insolvency Terms.

Acronyms (2) Common acronyms acceptable for use in the Automated Insolvency systems
(AIS) history are listed IRM 5.9.1-2, Acronyms and Abbreviations.
(3) Additional acceptable acronyms and abbreviations are found in the Referen-
ceNet Acronym Database, which will be viewed at: Acronym Database.
(4) Some acronyms used specifically in this IRM sections are listed below:
Acronym Definition
AIS Automated Insolvency System
ACA Affordable Care Act
ASED Assessment Statute Expiration Date
BAPCPA Bankruptcy Abuse Prevention and Consumer Pro-
tection Act
BOE Business Objects Enterprise
CEASO Civil Enforcement Advice and Support Operations
CDP Collection Due Process
CIO Centralized Insolvency Operation
CSED Collection Statute Expiration Date
EAEP Exempt Abandoned Excluded Property
ESRP Employer Shared Responsibility Payment
Fl Field Insolvency
IA Installment Agreement
IDT Identity Theft
IRS Internal Revenue Service
5.9.5.1.5 Internal Revenue Manual Cat. No. 39961W (04-24-2025)
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Acronym Definition
NFTL Notice of Federal Tax Lien
SRP Shared Responsibility Payment
TC Transaction Code
WFTP Willful Failure to Pay
5.9.5.1.7 (1) Procedural guidance on insolvencies can be found throughout IRM 5.9, Bank-

(04-24-2025)
Related Resources

5.9.5.2 (1)
(04-24-2025)

Notification of

Bankruptcy Filing

ruptcy and Other Insolvencies.

The US Bankruptcy Code (11 USC).

Bankruptcy Rules (Federal Rules of Bankruptcy Procedure).
Local Bankruptcy Court Rules.

Applicable Case Law.

Document 13219, AIS User Guide.

Insolvency Knowledge Base Home Page: Insolvency Knowledge Base Home
Page.

The Taxpayer Bill of Rights (TBOR) lists rights that already existed in the tax
code, putting them in simple language and grouping them into 10 fundamental
rights. Employees are responsible for being familiar with and acting in accor-
dance with taxpayer rights. See IRC 7803(a)(3), Execution of Duties in Accord
with Taxpayer Rights. For additional information about the TBOR, see : https.//
www.irs.gov/taxpayer-bill-of-rights.

Certain issues in a bankruptcy case will be referred to Special Counsel (GL)
L&A or directly to the U.S. Attorney’s Office (USAQ). Within this IRM, the term
“Counsel” refers to Special Counsel (GL) L&A or the USAO, whichever is ap-
propriate. For more information on referrals, see the following subsections in
IRM 5.9.4, Common Bankruptcy Issues:

IRM 5.9.4.15, Referrals - Representing IRS in Bankruptcy Court
IRM 5.9.4.15.1, Direct Referrals

IRM 5.9.4.15.2, Referrals to Counsel (Non-Direct Referrals)
IRM 5.9.4.15.3, Significant Bankruptcy Case Referrals

Notification. The Insolvency function will be informed of a new bankruptcy
filing in the following ways:

a. Paper copies of petitions, notices, or other documents provided by the
court, the debtor, or debtor’s counsel;

b.  Oral notification by the debtor or the debtor’s attorney;

c. Notification from revenue officers or other IRS personnel; or

d.  Electronic notification from the bankruptcy court through the Electronic
Noticing System (ENS) or by an email from the Bankruptcy Noticing
Center (BNC).
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()

Centralized Insolvency Operation (CIO) Duties. Generally, the CIO is
charged with loading all new bankruptcy cases to the Automated Insolvency
System (AIS). CIO is also charged with ensuring the bankruptcy freeze is input
on the Integrated Data Retrieval System (IDRS) through the Insolvency
Interface Program (lIP) or through the manual input of the TC 520. However,
when a case is in jeopardy of an automatic stay violation and initial notification
of the bankruptcy has been received by FI, the FI caseworker has an option of
either loading the case to AIS or forwarding the petition information to the CIO
to load the case on AlS.

Note: If the Insolvency caseworker manually inputs the bankruptcy freeze to IDRS,

@)

(4)

(5)

5.9.5.21 (1)
(04-24-2025)
Notices Not Received

the caseworker must add the TC 520 information to the Freeze Screen on
AlS.

Field Insolvency (FI) Requests for CIO to Add a Case to Automated Insol-
vency System (AIS). FI must complete and fax Form 14522 or Form 14522,
New Case Request Checklist for Chapter 7, 11, 12, or 13, to the CIO at (855)
235-6787 to request that the CIO add a case to AIS. A copy of the 341 notice,
first page of the docket report, or other written notification of the filing must ac-
company the form. Unless an urgent situation exists, FI must wait three days
before asking the CIO to add the case to AIS when IRS is listed as a creditor
in the case per Public Access to Court Electronic Records (PACER). This will
allow time for the notice to be transmitted via electronic means and eliminate
the need for the case to be added manually to AIS. See Form 14522 for addi-
tional instructions.

Other Requests for CIO to Add a Case to AIS. The debtor, attorney for the
debtor, or bankruptcy trustee will contact the CIO by phone to notify the IRS of
the filing of a bankruptcy petition. Other IRS functions outside SCI will submit
Form 4442, Inquiry Referral, to the CIO to notify Insolvency that a debtor has
filed a bankruptcy petition. (See IRM 5.9.3.3, Taxpayer/Debtor Contacts.) In
either instance, if the case is not on AIS, the CIO must add the case to AIS
when pre-petition or post-petition liabilities exist, regardless of the bankruptcy
chapter filed. It does not matter if the debtor included IRS on the creditor
matrix or if IRS was scheduled in the bankruptcy. The automatic stay protects
the taxpayer and IRS must ensure that there are no violations of the stay. (See
IRM 5.9.3.5, Automatic Stay.)

Notice of Specific Chapters. Requirements to provide notice to the IRS
depend on the bankruptcy chapter filed and local rules regarding refund distri-
bution.

a. Chapters 7, 12, 13, and 15. The IRS receives notice when the IRS is
listed as a creditor on the debtor’s bankruptcy schedules. Notice is also
received when IRS has agreed that the trustee has rights to a debtor’s
tax refunds as part of the bankruptcy estate.

b. Chapter 11. Notice to IRS is required on all cases. It does not matter if
the IRS is listed as a creditor in the case.

Lack of Notice. If the IRS is not receiving timely notice of bankruptcy filings,
FI determines the reason notices are not being received and resolves the
issue at the local level with the court or with debtors’ attorneys. Counsel’s in-
volvement is required. In rare instances, the matter might justify elevation
through proper channels to the National Office for contact with the Administra-
tive Office of the United States Courts, when the problem lies with the court.

5.9.5.2.1
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@)

5.9.5.2.2 (1)
(04-24-2025)
Mailing Matrix

a. Field Insolvency (Fl). If FI groups identify a problem with notices not
being timely loaded onto AlS, contact CIO to determine if the delay lies
with the IRS, with the courts, or with the debtors’ attorneys.

b. Centralized Insolvency Operation (CIO). If CIO units identify a noticing
problem, the unit lead contacts the lead of the CIO units responsible for
loading new cases to AlS. If the delay lies with the courts or debtors’
attorneys and not with CIO processing, the lead determines the jurisdic-
tions involved and alert the appropriate Fl group so remedies can be
initiated at the local level.

Unnoticed Chapter 7 No Asset Cases. IRM 5.9.17.10(4), Chapter 7
Discharge Actions, Lack of Notice in Chapter 7 No Asset Cases, explains
proper actions to take when the IRS is not noticed in a discharged Chapter 7
No Asset case and the debtor has dischargeable liabilities.

No Notice or Late Notice in Asset Cases. In the individual or joint asset
case, taxes are not discharged when the IRS did not receive notice of the
bankruptcy filing within sufficient time to file a timely proof of claim before the
expiration of the bar date. Additionally, taxes are not discharged when the IRS
did not receive notice of the bankruptcy filing because the debtor failed to
include IRS on the bankruptcy schedules and statements (11 USC 523(a)(3)).
The provision in Bankruptcy Code 523(a)(3) does not apply if the IRS
otherwise had timely notice or actual knowledge of the bankruptcy filing. Based

vidual or joint Chapter 11 and Chapter 12 cases, as well as Chapter 13 cases.
See IRM 5.9.17.8.9, Procedures for Processing Bankruptcy Discharges when
the IRS Received No Notice or Late Notice in the Asset Case, and IRM
5.9.13.7.1, Bar Dates, Late Filed Claims, for additional information.

Correct IRS Mailing Address. Each bankruptcy court’s mailing matrix must
list the correct mailing address for the Internal Revenue Service.

Reminder: Refer to Document 12990, IRS Records Control Schedules (RCS) 28,

Item 26 for the National Archives and Records Administration (NARA)
approved Form 3210, Document Transmittal, retention and disposition
requirement.”

a. One National Address for the Mailing Matrix. With few exceptions, direct
correspondence from debtors or attorneys to the mailing address of the
CIO for correspondence “without remittance.” The mailing address is:

Note: Internal Revenue Service, P.O. Box 7346, Philadelphia, PA 19101-
7346

b.  Trustee Checks. All Chapter 13 and Chapter 7 trustee checks are mailed
to CIO at:

Note: Internal Revenue Service, P.O. Box 7317, Philadelphia, PA 19101-
7317. Send checks from Chapter 9, 11, or 12 trustees or debtors-
in-possession to the Fl group handling the account.
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5.9 Bankruptcy and Other Insolvencies

5.95.3
(08-17-2016)
Asset/No Asset Cases

5.9.5.3.1

(04-24-2025)

Chapter 7 and Chapter
11 Liquidating
Partnerships

(1)

)

1)

)

@)

c. Checks Mailed from Fl to CIO. Ship all Chapter 13 or 7 trustee checks
received in Fl offices using overnight courier to the CIO street address
accompanied by Form 3210, Document Transmittal. The Form 3210 must
list each check separately by the check number and the trustee’s last
name. The street address for the CIO is:

Note: Internal Revenue Service, Mail Stop 5-Q30-1332970 Market Street,
Philadelphia, PA 19104-5016 Attention: Payment Team

d. Checks from Non-Debtor Spouses. Direct non-debtor spouses to send
their remittances to the Campus assigned to their geographic location.
When checks from non-debtor spouses are received at a Fl office, the FI
caseworker must complete a Form 3244, Payment Posting Voucher, for
each payment and send the vouchers along with the remittances to the
appropriate Campus Support group via overnight courier. The CIO will
provide payment posting information to the Campus Support function in
accordance with local guidelines.

Note: Form 3210, Document Transmittal, listing all payments separately
by TIN must accompany remittances forwarded to the Campuses.
The “Who/Where” tab on SERP provides Campus addresses for
payment processing.

Asset Cases. All cases filed under Chapter 9 and Chapter 11 are treated as
asset cases by Insolvency. All Chapter 12 and Chapter 13 cases, for which
notification has been received, are treated as asset cases.

Asset/No Asset Determination. In cases filed under Chapter 7, Insolvency
must determine if the bankruptcy is an asset or a no asset case.

a. Many bankruptcy courts follow a policy that all Chapter 7 cases are no
asset cases unless the court issues a notice of possible dividends and
sets a bar date.

b.  Other bankruptcy courts issue an initial notice identifying a case as an
asset or a no asset case.

No Discharge. Discharges are not granted to partnerships in Chapter 7 cases
or to partnerships that liquidate in Chapter 11 cases. So, initial case reviews
and actions taken during the pendency of these bankruptcies will vary from the
treatment taken on other entities that file under these chapters.

Types of Partnerships. Partnerships are one of two types: general or limited.
General partnerships are comprised of members who are all general partners.
Limited partnerships are comprised of one or more general partners and one
or more limited partners.

General Partnerships. General partners will include individuals, corporations,
limited liability companies (LLCs), or other partnerships. General partners are
individually responsible for any federal tax liabilities or penalties related to
federal taxes incurred by the partnership. Assets of general partners are not
part of the bankruptcy estate. In most cases, collection can proceed against
the assets of the general partner(s) without violating the automatic stay while
the partnership itself is under bankruptcy protection. It is the position that IRS
will not proceed with collection against the general partners during the
pendency of the bankruptcy case unless extenuating circumstances exist, such

5.9.5.3
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as a jeopardy situation or an imminent CSED. Seek counsel guidance before
taking collection action against assets of the general partners while the part-
nership bankruptcy case is still open.

Note: If the decision is made to pursue collection from general partners during the

(4)

pendency of a partnership’s Chapter 7 or liquidating Chapter 11 bankruptcy
case, change the TC 520 closing code to 84. When the bankruptcy case is
closed by dismissal, discharge, or non-discharge, a TC 550 must be input on
the account to extend the CSED manually.

Limited Partnerships. A limited partnership has at least one general partner
and any number of limited partners. As mentioned above, general partners are
responsible for the federal tax liabilities and federal tax related penalties
incurred by the partnership. Generally, limited partners are not responsible for
tax liabilities and tax related penalties of the partnership. Thus, collection
actions cannot be taken against assets of the limited partners for application to
the tax obligations of the partnership, whether or not that partnership is in
bankruptcy.

Exception for Limited Partners. A limited partner can still be liable to a third
party for conduct that has injured that third party. Therefore, if the IRS estab-
lishes a basis for assessing a TFRP against the limited partner, the IRS will be
able to collect from the limited partner through that assessed TFRP. The Insol-
vency caseworker must determine whether a limited partner is liable for the
TFRP, keeping in mind the ASED for the TFRP is not suspended while the
partnership is in bankruptcy. For additional information see:

o IRM 5.17.7, Legal Reference Guide for Revenue Officers, Liability of
Third Parties for Unpaid Employment Taxes,

° IRM 5.7.3, Trust Fund Compliance, Establishing Responsibility and Will-
fulness for the Trust Fund Recovery Penalty (TFRP),

o IRM 5.7.4, Trust Fund Compliance, Investigation and Recommendation
of the TFRP, and
° IRM 5.9.3.10, Debtors’ Delinquent Accounts, Trust Fund Recovery

Penalty, and subsections.

Note: Counsel must be included in any decision to pursue collection from a limited

(6)

5.9.5.4 (1)
(04-24-2025)

Automated Insolvency
System (AIS)

Documentation

partner.

Closing Actions. IRM 5.9.17.11, Closing Chapter 7 or Liquidating Chapter 11
Partnerships, provides procedures for closing partnerships that filed Chapter 7
or Chapter 11 liquidating bankruptcies.

Case Histories. The Automated Insolvency System (AIS) is the repository for
documenting entity information and events and actions affecting case progres-
sion. Some documentation is entered systemically while other documentation
is manually input. In either instance, all case related actions must be thor-
oughly, factually, and timely documented in the AIS history. The AIS history
documentation must provide sufficient information to allow the reader an under-
standing of case actions past, present, and prospective. This includes
documenting the reason for delays in case processing and deadline follow-up
actions. To ensure AIS histories are understandable to all readers, casework-
ers must not use abbreviations or acronyms in the AIS history unless they are
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listed in IRM 5.9.1-2, Acronyms and Abbreviations, or in the ReferenceNet
Acronym Database. The database will be viewed at Acronym Database.

Example: Documentation will be entered systemically in the AIS history by the Inte-
grated Data Retrieval System (IDRS), the Automated Proof of Claim
(APOC) system, or the court’s Electronic Noticing System (ENS).

Example: Insolvency will be contacted by debtors, attorneys for the debtor, the De-
partment of Justice (DOJ), or another party. Insolvency documents the
contact manually in the AIS history.

(2) History Documentation. Caseworkers are not required to manually enter in-
formation in the AIS history which repeats content systemically entered in the
AlS history by ENS, IIP, APOC, or any other automated program. Case
histories must include the information in the list below when it applies to the
case under review and is appropriate for proper case handling. The list is not
all inclusive and cannot include all issues that will be pertinent to a specific
case.

Note: When a Chapter 13 or 7A case meets the “streamlined” criteria established
by the Director, Specialty Collection - Insolvency (SCI), the Director will
establish limited AIS history documentation requirements.

Case History Documentation:

a) Compliance and cross-compliance data including filing requirements, balances due, unfiled returns,
credit balances, FTDs, estimated tax payments, and cross reference TINs which will indicate liability;

b) Issues to be addressed during the 11 USC 341 hearing or a statement that no 341 issues exist;

¢) A summary of claim information (modules, tax due, penalty and interest, INTST to the petition date,
classifications, estimated periods, etc.) each time a claim is filed or amended

d) Type and terms of installment agreements suspended by the filing of the bankruptcy case;

e) Summary of asset valuations when a claim is secured;

f) Actions taken to resolve docket flags and period flags on the Automated Proof of Claim (APOC)
system;

g) Annotation of unfiled returns including tax periods, credit balance periods (and how the credit is to be
addressed), and a plan of action for securing unfiled returns;

h) Previous bankruptcy filings that affect claim classification, limitation or non-imposition of the automatic
stay, or dischargeability, and actions taken to advise Counsel, if appropriate;

i) TFRP information including the names, SSNs, or TINs of responsible parties and applicable ASEDs;

j) Cash collateral issues addressed;

k) NFTL refile date(s), if appropriate;

I) Summary of adequate protection agreements and subsequent monitoring;

m) Fast track Chapter 11 issues, such as, inadequate disclosure statement or plan;

n) Plan terms and feasibility;

0) Amended plan terms;

5.9.5.4 Internal Revenue Manual Cat. No. 39961W (04-24-2025)
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Case History Documentation:

p) Chapter 11 post-petition taxes and filing of actual or potential administrative claims;

q) Handling of Chapter 13 post-petition liabilities;

r) Annotation that the plan has been properly loaded on the AIS payment monitoring screen;

s) Date of any follow-up actions not systemically entered by AIS;

t) Summary of contacts with other IRS functions in regard to a particular case;

u) Correspondence sent and responses received;

v) Conversations or meetings with the debtor, the debtor’s representative, or third parties;

w) Pertinent facts from the bankruptcy schedules or the Statement of Financial Affairs (SOFA), such as
exempt assets that might be considered for collection post discharge, if a valid NFTL is on file;

x) Pertinent facts from IDRS, the bankruptcy schedules, or the SOFA that identify excluded assets that
might be considered for collection post-discharge due to the IRS statutory lien, such as, a 401K or
ERISA qualified pension plan;

y) Assets that have been abandoned by the trustee, the debtor-in-possession, or the bankruptcy estate
which will be considered for collection after the bankruptcy discharge due to the IRS statutory lien;

z) Stay violations and their resolutions;

aa) Trustee refund turnover requests;

ab) Issuance of manual refunds;

ac) Current status of discharged, dismissed, or converted cases that will require processing by another
unit or group prior to claim preparation;

ad) Conversion information;

ae) Nature and type of legal action referred to Counsel and/or the USAO;

af) Monitoring of plan payments in Chapter 11 and Chapter 12 cases;

ag) Actions taken when a debtor defaults;

ah) Actions taken at the time of confirmation;

ai) Manual dismissal actions including the caseworker’s determination to refer, or not to refer, a case to
Counsel for a motion for dismissal for failure to file delinquent tax returns;

aj) Manual discharge determinations;

ak) Non-debtor spouse issues; such as, mirroring of accounts and community property issues;

al) When Fl asks CIO to complete up-front mirroring of an account, clearly state the reason for the
mirroring in the history; as well as, the modules to be mirrored;

am) The date Pub 1, Your Rights as a Taxpayer, was issued to the debtor prior to taxpayer contact or a
statement that Pub 1 was not required;

Note: See IRM 5.9.3.12.1, Third-Party Contacts, updated after 08/15/2019.
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Case History Documentation:

an) A statement that the proof of claim has been reviewed and that EPOC has been requested (or that
the proof of claim has been mailed in locations that do not accept electronic proof of claim filing);

Example: POC reviewed and EPOCd.
Example: POC reviewed and mailed to the court.

ao) Resolution of Automated Discharge System (ADS) discharge determination reports (DDRs);

ap) Any special instructions to be considered by caseworkers when a case is transferred from one insol-
vency function to another or from one caseworker to another caseworker; and

Example: Case transferred to CIO to monitor for confirmation of the plan.

aq) Actions taken when a LTS transcript was reviewed or documenting that the LTS transcript was
reviewed and no action was required.

(3) Chapter 13 Plan Documentation. The Director, SCI, will establish streamlined
criteria for processing Chapter 13 cases. Caseworkers must add the correct
case classification to the case on AIS so “streamlined” cases can be easily

tions to identify streamlined cases. On or after September 15, 2023, SCI

(4) When Chapter 13 streamlined case criteria is met, FI caseworkers follow the
procedures for the plan review as required by the Director, SCI. In all other
cases, the Chapter 13 plan review must include the following information in the
order below:

Example:

Length of plan X monthly payment to trustee = $ [total amount to be
paid to all creditors]

Amount or percentage to be paid on the IRS secured claim(s)

Amount or percentage to be paid on the IRS unsecured priority claim(s)
Percentage to be paid on the IRS unsecured general claim(s)

Accrued interest rate to be paid on secured claims; as well as,
unsecured priority and unsecured general claims (11 USC 1325(a)(4))

Note: See IRM 5.9.10.5.2.1, Interest in the Post-BAPCPA Case, for in-
formation regarding interest in the Chapter 13 case.

Plan adequate: [yes or no]

Remarks [including, but not limited to, the following: a) If the plan is not
adequate, why it is not adequate b) What actions have been taken to
resolve the plan deficiency c) If payments are to be applied in a manner
other than the systemic allocation program for AIS automatic allocations,
how the payments be manually applied? See IRM 5.9.15-4, Payments
in Bankruptcy, AIS Automatic Allocation, for information on systemic allo-
cation. d) If a secured claim is not provided for because of local
practices, how will payment of the secured period be addressed?

PLAN REVIEW: 60 months X $360 = $21,600 total to be paid to all
creditors; IRS secured claim: 100%; IRS unsecured priority claim: 100%;

5.9.5.4
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Example:

IRS unsecured general claim: 1%; 3% daily compounded interest on
secured claim; 0% interest on priority claim; plan is adequate. Remarks:
NA.

PLAN REVIEW: 60 months X $360 = $21,600 total to be paid to all
creditors; IRS secured claim: not provided for; IRS unsecured priority
claim: 100%; IRS unsecured general claim: 1%; no interest to be paid on
secured or priority claim; plan is NOT adequate. Remarks: Plan inad-
equate because secured claim will not be paid through the bankruptcy.
Contacted debtor’s attorney who agreed to amend plan within 10 days to
provide for secured claim. Set 14 day follow-up to check PACER for
amended plan. If amended plan not filed, next action: referral to Counsel
to object to plan.

(5) Chapter 11 and Chapter 12 Plan Documentation. Chapter 11 and Chapter
12 plan reviews must be documented in the AIS history. The history in the
Chapter 11 or Chapter 12 business case must state the nature of the debtor’s
business. This is extremely important when the nature of the debtor’s business
is seasonal and impacts the terms of the plan and debtor’s ability to pay. In all
Chapter 11 and Chapter 12 cases, the plan documentation must include the
following information in the order below:

Plan Documentation

Person responsible for making payments: trustee or debtor-in-possession (DIP).

When administrative expenses are to be paid.

tion).

Length of plan, frequency of payments, and when the first payment is due (e.g., 30 days after confirma-

Dollar amount of periodic payments to IRS and the due date of payments.

Amount or percentage to be paid on the IRS secured claim(s).

Amount or percentage to be paid on the IRS unsecured priority claim(s).

Amount or percentage to be paid on the IRS unsecured general claim(s).

Amounts to be paid under the plan for criminal restitution assessments and any special instructions for
the application of such payments, when there is a criminal restitution assessment present in the case.

Note: Cases with a criminal restitution assessment are identified by a “CRIMREST” case classification.
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Plan Documentation

Accrued interest to be paid on secured claims, as well as accrued interest to be paid on unsecured
priority and general unsecured claims, if applicable, under 11 USC 1225(a)(4) and 1129(a)(9)(C) and
(D). Unless the plan provides otherwise, the interest rate on underpayments is the IRC 6621 rate in
effect during the month in which the plan is confirmed. In general, the underpayment rate is three per-
centage points above the Federal short-term rate. The underpayment rate for large corporate
underpayments is two percentage points above the general underpayment rate, for a total underpay-
ment rate that is five percentage points above the Federal short-term rate. See IRM 5.9.8.17.1(4)(d),
The Plan of Reorganization, Plan Provisions, Rate of Interest for Tax Claims, for additional information.

Default language

Effect of plan confirmation on the IRS liens

Plan adequate: [yes or no]

Remarks [including, but not limited to, the following: a) If the plan is not adequate, why is it inadequate
b) What actions have been taken to resolve the plan deficiency. ¢) If payments are to be applied in a
manner other than the systemic allocation program for AIS automatic allocations, how the payments be
manually applied? (See IRM 5.9.15-4, for information on systemic allocation. d) If a secured claim is not
provided for because of local practices, how will payment of the secured period be addressed?

Note: For formatting purposes, examples of plan documentation appear in the paragraph above.

(6) Confirmed Plans. An amended or modified plan will change the treatment of
the IRS claim from the terms proposed in the original plan. The terms of the
plan will be changed by the court in the confirmation order. The terms of the
plan will be changed by the court in a post-confirmation plan modification
order. In either instance, document the new plan terms in the AIS history when
the modification affects the treatment of the IRS claim. Then, update the CPM
Screen with the new plan terms. This will require changing the payment
amount, payment due date, interest rate, etc., on the CPM Screen. As an
amended or modified plan does not change the original confirmation date, do
not change the confirmation date on the Taxpayer Screen or the CPM Screen.
For additional information, see IRM 5.9.10.7.1(2), Processing Chapter 13
Bankruptcy Cases, Modification of Plan, Orders Modifying or Amending Plans.

(7) Classifications and Summary Histories. To alert caseworkers to conditions
that will affect the final disposition of a Chapter 7 or Chapter 13 case, case-
workers in FI and the CIO will enter case classifications to alert the caseworker
closing the case to read the “Summary History” before taking closing actions in
the case. (See IRM 5.9.5.4.1, Case Classifications, below, for additional infor-
mation on case classifications.) The “Summary History” will also alert
caseworkers to special actions needed during the pendency of the bankruptcy
case. (See IRM 5.9.5.4.2, Summary Histories, through IRM 5.9.5.4.4, Chapter
7 Summary Histories, for additional information.)

Note: Case classifications must also be added in a Chapter 11 or Chapter 12 case,
when appropriate.

(8) Objective Documentation. AIS documentation must include only facts. The
history must not include derogatory statements about any party in interest in
the bankruptcy case, any other employees, or any functions within the IRS.
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5.9.541
(04-24-2025)
Case Classifications

(1)

Case Classifications that Alert Caseworkers to Actions Needed in a Case.
There are several case classifications on AIS that alert caseworkers to actions
that must be addressed during the closure of a bankruptcy case. The case
classifications also alert caseworkers to situations that must be addressed
during the pendency of the bankruptcy case. When appropriate, case classifi-
cations will be added to the case on AIS, regardless of the bankruptcy chapter.
Previously, AIS did not allow multiple case classifications. In older cases, the
“PDSC ISSUE” case classification alerted caseworkers that multiple issues
were present in a case which had to be addressed during case closure. Due to
AIS enhancements, there will now be multiple case classifications present in a
case. In either situation, caseworkers working or closing a case must look for
special guidance in the “Summary History” to work the case. (See IRM
5.9.5.4.2, Summary Histories, through IRM 5.9.5.4.4, Chapter 7 Summary
Histories, for additional information.) The chart below lists case classifications
which identify issues that must be addressed during case closure or require
special actions during the pendency of the bankruptcy case. The chart includes
all case classifications currently available on AIS. Refer to IRM 5.9.1-2,
Acronyms and Abbreviations, for the acronyms used in this chart:

Classification Prevents Case Closure Identifies
No Chapter 7 Asset streamlined
case with aggregate assessed
7N - NQRS No 7N case worked by FI.
No Chapter 11 streamlined case
with aggregate assessed unpaid
11 USC1232 Yes The case is a Chapter 12 that
identifies adjustment of debts of
a Family Farmer with regular
annual income.
No Chapter 13 streamlined case
with aggregate assessed unpaid
ACA CD36 No Joint MFT 35 modules are
present and only one spouse
filed bankruptcy.
ACA MFT=35 No Classification used to track
cases with MFT 35 ISRP or MFT
65 ISRP
ACA MFT=43 ESRP Yes Classification used to track ACA
MFT 43 ESRP Modules.
ADJUSTMENT No Adjustment has been requested
- awaiting action.
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Classification Prevents Case Closure Identifies

ADS PREDIS No Chapter 7NA case with dis-
chargeability determined prior to
discharge.

ATAT Yes Cases that must be referred to
the Collection ATAT Coordinator
at closure.

AUTO TC521 No Automatic Process J processing
or pre-conversion.

Cl PRESENT Yes Cl freeze on case before bank-
ruptcey.

Cl REFERRD Yes FI referral for fraud initiated or
accepted.

COURT CASE Yes Court cases where the payment

of damages has been requested
which must be resolved prior to
closure.

CRIMREST No Cases with a criminal restitution
assessment that impacts
discharge in the case.

DEBT IND No The case is open on AlS and
there is a Federal Debt Indicator
present on IDRS.

DmVacNoSta Yes An order vacating dismissal was
entered in the case. The order
did not reimpose the automatic
stay.

DismVacOth No An order vacating dismissal was
entered in the case. The order
did reimpose the automatic stay.

EXAM Yes Presence of an Examination
issue that must be addressed at
closure or coordinated with Ex-

amination.

EXCESS No Processing payments to URF or
Excess Collections.

EXEMPT Yes An EAEP investigation is in

process or EAEP has been iden-
tified for collection after the
bankruptcy discharge.

FDIC No The case is that of a bank or
other financial institution in a
receivership administered by the
FDIC.
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Classification Prevents Case Closure Identifies

FULL PAID Yes Full paid cases that cannot be
closed until dismissal, discharge,
or other closure by the court.

A No Identifies a case with modules in
installment agreement (IA)
status when the bankruptcy was
filed. The prior IA must be
addressed during case closure.

IA Issues No There were modules in |A status
when the bankruptcy was filed.
In addition to reinstating the 1A
(when the IA meets reinstate-
ment criteria), other actions will
be required during case closure.
This will include addressing a
TDI (Del Ret) that prevents IA
reinstatement or issuance of the
Letter 2273-C, Installment
Agreement Accepted: Terms
Explained.

Iden Theft Yes There is an open identity theft
issue in the case that must be
resolved prior to case closure.

INVLNTARY No Identifies a case where an invol-
untary bankruptcy petition was
filed by creditors on behalf of the
debtor.

LAMS WRKD No The case was listed on a LAMS
report worked by Insolvency.

LEM CASE No The liability is below the
tolerance for filing a proof of
claim.

LIEN ADDR No All tax lien issues have been
addressed in the case and there
are no tax lien issues that
require the case to remain open.

LIEN (ALS) No ALS research added a NFTL
facsimile to AlS.
LLC No The debtor is a LLC and there is

special guidance in the
“Summary History” for closing
the case.

MAN MIRROR No There is an account being
manually mirrored.
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Classification Prevents Case Closure Identifies

MIRRORING No Mirroring is being completed
systemically by IIP or ADS.

NDS No There are non-debtor spouse
issues that must be addressed
during case closure.

NO EAEP No There is no EAEP to collect from
at case closure. There is no
need to reassign the case to Fl
for an EAEP investigation at
closure. Proceed with closing
actions.

NO WFTP No The willful failure to pay and
fraud exceptions to discharge
have been investigated. There is
no exception to discharge.
Proceed with closing actions.

NONCLS Yes There are miscellaneous issues
that require special closing
action at closure and the
issue(s) do not fall into the case
classifications listed elsewhere
in this chart.

NoNotice Yes The taxes are non-dischargeable
because the IRS received late
notice or no notice in the case.

OIC PENDING Yes An OIC is pending in the case.

Actions in the case must be co-
ordinated with COIC or the OIC
Specialist.

PDSC ISSUE Yes There are multiple issues in the
case that must be addressed
during case closure. Read the
“Summary History” for additional
guidance in the case.

POST ISSUE No Treatment of any 1305 claims.

PRIOR 520 No A prior TC 520 exists on the
account which will identify a
prior bankruptcy.

PUERTORICO No The debtor is in Puerto Rico and
is not required to file income tax
returns.
5.9.5.4.1 Internal Revenue Manual Cat. No. 39961W (04-24-2025)

Any line marked with a #
is for Official Use Only



Opening a Bankruptcy Case 5.9.5

page

17

Classification

Prevents Case Closure

Identifies

RE-ASSESS

Yes

Cases with an unagreed Exami-
nation or AUR deficiency that
was assessed in violation of the
stay. The deficiency must be re-
assessed at case closure.

REFERRAL

Yes

The case cannot be closed
because there is an open
referral to Counsel or the USAO.

SBRA

No

Identifies the Chapter 11 Small
Business Reorganization Act of
2019 which streamline existing
bankruptcy procedures and
provide new tools to increase a
small business’ ability to achieve
a successful restructuring.

SERIAL

No

The taxpayer is a serial filer.
There are issues that impact the
automatic stay, ASED, CSED,
discharge limitations, or tolling in
the case.

SIGNIFICNT

No

The case meets significant case
referral criteria. See IRM
5.9.4.15.3, Significant Bank-
ruptcy Case Referrals, for
additional information.

SUIT

Yes

Open classification when
TC520cc70 or 80 - Litigation, is
identified. Do not close case
classification until Counsel and
CEASO agrees to close the
bankruptcy case and is docu-
mented in the case history.

TFRP

Yes

There are TFRP issues that
must be addressed before the
case can be closed.

TTEE RFND

No

There is an open trustee
turnover order in a Chapter 7 or
Chapter 13 case. In a Chapter 7
case, this also indicates that the
Chapter 7 case must remain
open during the turnover period
even if a discharge has been
entered in the case.

URP/IRP

Yes

There are Underreporter issues
that must be resolved at case
closure that will require coordi-
nation with AUR.
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Classification

Prevents Case Closure Identifies

WAIT 4 FD

Yes The case must remain open for
distribution due to a NFTL or
other issue.

WILLFUL

Yes An investigation has been
completed. Taxes are non-
dischargeable due to the willful
evasion or fraud exceptions to
discharge.

5.95.4.2
(04-24-2025)
Summary Histories

(1)

Summary Histories. Cases are frequently reassigned during the pendency of
the bankruptcy case. The reassignment will be from one Fl caseworker to
another Fl caseworker. The reassignment will also be from the CIO to Fl or
from FI to the CIO. To alert caseworkers in either function to actions that will
be required during case closure, or special circumstances in the case, case-
workers must enter a “Summary History” when issues are present that affect
processing of the case. For easy identification in the AIS history,

e SUMMARY “****” must be entered in all capital letters at the beginning of
the “Summary History”. Issues that will affect final disposition or the processing
of the case include, but are not limited to:

Potential fraud

Liabilities that are not provided for by the debtor’s plan

Unusual plan provisions that affect discharge

Reinstatement of an installment agreement (IRM 5.9.4.20, Installment
Agreements and Bankruptcy, IRM 5.9.17.24, Addressing Prior Install-
ment Agreements When Closing a Case, and IRM 5.9.17-2, Regular
Installment Agreement Reinstatements, through IRM 5.9.17-5, Install-
ment Agreement Cannot Be Reinstated)

Refund turnover orders

Pending Exam or Underreporter deficiency, or re-assessment of a TC
291 or TC 301

A discharge was entered in a prior bankruptcy case and the time
between the filing of the two bankruptcy petitions makes the debtor in-
eligible for a discharge in the current bankruptcy case per BAPCPA
(IRM 5.9.5.7.1(5), Systemic Identification in Serial Filer Cases,
Discharge Limitations, Exhibit 5.9.5-3, Allowable Elapsed Time Between
Bankruptcy Filings and Discharges, and IRM 5.9.10.3.2(7), Processing
Chapter 13 Bankruptcy Cases, Aspects of the Initial Case Review,
Discharge Limitations)

Issues that impact the ASED, CSED, automatic stay, or tolling in the
current case because the debtor is a serial filer

There is a criminal restitution assessment in a case, a “CRIMREST”
case classification is present, and any special instructions regarding
discharge or non-dischargeability of liabilities (IRM 5.9.4.22, Criminal
Restitution Assessments, IRM 5.9.4.22.1, Working Criminal Restitution
Cases, and IRM 5.9.17.8.8, Discharge and Restitution Assessments)
IRS did not receive notice in an asset case or notice was not timely, a
“NoNotice” case classification is present in the case, and instructions

5.9.5.4.2

Internal Revenue Manual Cat. No. 39961W (04-24-2025)
Any line marked with a #
is for Official Use Only



Opening a Bankruptcy Case 5.9.5 page 19

regarding dischargeability of the liability (IRM 5.9.17.8.9, Procedures for
Processing Bankruptcy Discharges when the IRS Received No Notice
or Late Notice in the Asset Case)

Example: *****SUMMARY***** - LIABILITY ON 30-201212 IS NON-

DISCHARGEABLE AS IRS WAS NOT NOTICED IN SUFFICIENT TIME
TO FILE A PROOF OF CLAIM IN THE CHAPTER 13 CASE. PRIOR IN-
STALLMENT AGREEMENT. NO ADDITIONAL LIABILITIES INCURRED.
INSTRUCTIONS TO CIO - REINSTATE IA.

Note: See additional examples of “Summary Histories” in IRM 5.9.17, Bankruptcy

5.9.54.3 (1)
(04-24-2025)

Chapter 13 Summary
Histories

and Other Insolvencies, Closing a Bankruptcy Case.

Summary Histories in Chapter 13 Cases. Prior to the transfer of the case
from FI to the CIO, the FI caseworker must enter a “Summary History” in the
case. FlI must also enter a “Summary History” in a case when the case must
remain in Fl because issues in IRM 5.9.1.4(5), The Role of Insolvency,
Complex Issues, are present. The “Summary History” allows for the easy iden-
tification of issues that must be addressed during case closure and during the
pendency of the bankruptcy case. FI must enter *****SUMMARY***** in upper
case letters when entering the “Summary History” on AIS. Sample minimum
summaries are included in IRM 5.9.10.6.1(4), Processing Chapter 13 Bank-
ruptcy Cases, Field Insolvency (FI) Actions Prior to Case Transfer. In addition
to the items listed in IRM 5.9.10.6.1(4) and in IRM 5.9.5.4.2, Summary
Histories, caseworkers must include:

o Issues that impact the ASED, CSED, automatic stay, or tolling because
the debtor is a serial filer (IRM 5.9.5.7, Serial Filers, including instruc-
tions to input a TC 520 cc 6X using the confirmation date upon
confirmation of the plan.

° Instructions for the application of plan payments to criminal restitution
assessments, or guidance regarding discharge, when there is a criminal
restitution assessment present.

Note: Cases with a criminal restitution assessment are identified by a
“CRIMREST” case classification.

° Instructions regarding the non-dischargeability of taxes when a determi-
nation has been made that the debtor willfully evaded the payment of
the taxes and the “WILLFUL” case classification is present in a case.

Note: If there are no issues present in a case when it is transferred from Fl to the

()

CIO, the “Summary History” will simply state, “****SUMMARY***** - Case
transferred to CIO - No Issues.”

General Transfer Criteria. FI will transfer a case to the CIO when all proofs of
claim have been acknowledged, the CPM Screen on AIS has been loaded and
verified, all follow-ups on the AIS Letter Screen have been closed, and there
are no complex or non-complex issues that require the case to remain in Fl.
(See IRM 5.9.1.4, The Role of Insolvency, and IRM 5.9.10.6, Transfer of
Chapter 13 Cases from Field Insolvency (FI) to the Centralized Insolvency
Operation (CIO), for additional information.) If the case meets Chapter 13

sification is added to AIS prior to transfer. The CIO will monitor for confirmation
of the plan and maintain the case in the CIO inventory until dismissal or
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5.9.5.4.4
(04-24-2025)
Chapter 7 Summary
Histories

discharge unless issues arise that require transfer to Fl prior to dismissal or
discharge. Upon dismissal or discharge, the CIO will take closing actions on
the dismissed or discharged case. If any of the issues listed in IRM 5.9.5.4.2,
Summary Histories, or (1) above are present, the issues must be included in
the “Summary History” in the Chapter 13 case. Additional issues unique to the
Chapter 13 case are addressed below.

Note: See IRM 5.9.5.7(7), Case Assignments, for transfer criteria in serial filer

cases. See Exhibit 5.9.5-1, Transfer Steps for Cases with No Open
Confirmed Plan Monitoring (CPM) “Plan Screen” or No Open Other Investi-
gation Screen and Exhibit 5.9.5-2, Transfer Steps for Cases with an Open
Confirmed Plan Monitoring (CPM), for the steps required when transferring a
case.

(3) Transfer of the Open Chapter 13 Case. When a Chapter 13 case is trans-

(4)

ferred from FI to the CIO prior to confirmation, a “Summary History” must be
entered in the case prior to the transfer. The issues listed above must be
addressed. Additionally, if the case is 180-days old or older at transfer, the FI
caseworker must check PACER to determine if the plan is still unconfirmed.
The “Summary History” must state, “****SUMMARY***** - F| reviewed PACER
and the case not yet confirmed. Transferred to CIO to monitor for confirma-
tion.”

Fl Transfer to CIO After Discharge. Fl will transfer a discharged case to the
CIO for closure when the discharge is received while the case is assigned to
FI and there are no issues that require the case to remain in Fl. Fl will ensure
that “SI SUP DIS REQUEST - SI” or “RI CH7&HARDSHIPCH13 RI” is entered
in the method of closure field on AlS. The method of closure is determined by
the type of discharge the debtor received in the Chapter 13 case - a discharge
upon completion of the plan or a hardship discharge. FI will also ensure that
the date of discharge is entered on AIS. The case will also be transferred for
closure when discharge was denied in the case. “DD DISCHARGE DENIED” is
the method of closure used when discharge is denied. (See IRM 5.9.17.8.3,
Discharge Denied, for additional information.) “No Notice” is entered as the
method of closure in the case when the liability is non-dischargeable because
the IRS was not noticed timely in the case. (See IRM 5.9.17.8.9, Procedures
for Processing Bankruptcy Discharges when the IRS Received No Notice or
Late Notice in the Asset Case.)

Note: Fl will not enter a closure date in the “On AIS” field on the Taxpayer Screen

when transferring the discharged case to CIO.

(1) Summary Histories in Chapter 7 Cases. The CIO and Fl share responsibili-

ties in the processing of Chapter 7 cases. (See IRM 5.9.6.10, Chapter 7 Case
Assignments, and subsections, for more information.)

° Chapter 7 No Asset (NA) business cases usually remain at the CIO
during the entire pendency of the bankruptcy case. The CIO takes
closing actions on the cases without the involvement of Fl. As the
Chapter 7NA business case remains at the CIO during the pendency of
the case, there are no “Summary History” requirements in the Chapter
7NA business case.

° Chapter 7NA cases of individual or joint debtors will transfer between
the CIO and FI for investigations of exempt, abandoned, or excluded

5.9.5.4.4
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property (EAEP). FI will also investigate cases for exceptions to
discharge for fraud or willful evasion. (See IRM 5.9.6.10.3, Large Dollar
7NA Case Assignments, and IRM 5.9.17.5, Exempt, Abandoned or
Excluded Property (EAEP), and subsections, for additional information.)

o Certain Chapter 7 Asset (7A) cases are transferred from FI to the CIO
for closing actions or to monitor for dismissal or discharge.

Note: Due to shared responsibilities in processing Chapter 7 cases, Summary
Histories are necessary when the Chapter 7 case is transferred from FI to
the CIO.

(2) Chapter 7NA Individual Cases. When a Chapter 7NA individual or joint case
meets the dollar criteria determined by the Director, SCI, the CIO “screens”

there are dischargeable liabilities and EAEP is located during the review, the
case is transferred from the CIO to FI for a further investigation. Additionally, if
there are dischargeable liabilities, no EAEP is located, and the Unpaid Balance

Fl. FI determines if there are any exceptions to discharge due to fraud or the
willful evasion exception to discharge. (See IRM 5.9.6.10.3, Large Dollar 7NA
Case Assignments, and IRM 5.9.17.5, Exempt, Abandoned or Excluded
Property (EAEP), through IRM 5.9.17.5.4.1, Thrift Savings Plan (TSP), for ad-
ditional information.) Upon completion of the investigation by Fl, the case is
reassigned to the CIO to monitor for dismissal or discharge and for closing
actions unless Fl determines that there is collection potential from EAEP after
the discharge. Cases with collection potential from EAEP remain in Fl until the
case is discharged and FI has concluded all collection action from the EAEP.
For additional information, see the following:

o IRM 5.9.6.10.3(3), Large Dollar 7NA Case Assignments, FI Investigation

° IRM 5.9.17.5.1(4), Pre-discharge Review for Exempt, Abandoned or
Excluded Property (EAEP) in Chapter 7 No Asset Cases, Cases Trans-
ferred from CIO to Field Insolvency (FI)

o IRM 5.9.17.5.4(2), Insolvency Levy Procedures for Excluded Retirement
Plans, Large Dollar Chapter 7 No Asset Cases

o Prior to reassignment from Fl to the CIO, the FI caseworker must enter
the appropriate case classification(s) and a Summary History to assist
the CIO with actions needed during case closure. Actions taken depend
on the result of the EAEP investigation:

° No Collection Potential from EAEP after the Discharge — The FI case-
worker must enter “No EAEP” and “7N - NQRS” case classifications on
AlS. The “No EAEP” classification alerts the CIO to proceed with closing
actions at discharge. This includes adjusting any dischargeable liabili-
ties. A “Summary History” is required in the case prior to transfer to
ClO.

Example: *****SUMMARY***** - EAEP investigation completed. No col-
lection potential from EAEP at case closure. CIO, proceed
with closing actions upon discharge.

° There is EAEP Available and Collection Potential after the Discharge —
The FI caseworker must enter “Exempt” and “7N - NQRS” case classifi-
cations on AIS. The “EXEMPT” classification on AlS lets others know
that dischargeable liabilities must not be adjusted until collection is
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pursued from the EAEP. To assist caseworkers with actions taken at
case closure, a “Summary History” must be entered in the case.

Example: *****SUMMARY***** - EAEP investigation completed.
Excluded retirement plan located with collection potential
after discharge. Plan No. 12345, Employee’s Retirement
Group, 1234 Anywhere St., Big City, State 11111. Do not
discharge any dischargeable liabilities until collection actions
have been exhausted.

Reminder: These cases remain in Fl until all collection actions from
EAEP have concluded.

° The FI Caseworker Determined that Taxes are Excepted from Discharge
Due to the Willful Evasion Exception to Discharge or Fraud — The FI
caseworker must enter “WILLFUL” and “7N - NQRS” case classifica-
tions on AIS. The “WILLFUL” classification will let the CIO know that
liabilities are non-dischargeable. There is no need to send the case
back to Fl for a further investigation. The FI caseworker must enter a
“Summary History” in the case prior to transfer to the CIO.

Example: *****SUMMARY**** - EAEP investigation completed. Liabilities non-
dischargeable. Taxpayer willfully evaded payment of the tax. CIO, do not
abate any liabilities when discharge is received.

° The FI Caseworker Determined that there is No Evidence of Fraud or
Willful Evasion — The FI caseworker must enter “NO WFTP” and “7N -
NQRS” case classifications on AlS. The “NO WFTP” classification will
let the CIO know that they can proceed with abatement of discharge-
able liabilities when the discharge is received. There is no need to send
the case back to FI for a further investigation after the discharge. The FI
caseworker must also enter a “Summary History” in the case prior to
transfer to the CIO.

Example: *****SUMMARY***** - Current information indicates no

o The FI caseworker must obtain Group Manager concurrence which
must be documented on AIS history prior to transfer of case to CIO.

(8) Chapter 7 Asset (7A) Individual Cases. The Chapter 7 Asset case filed by an
individual or joint debtor will be transferred from Field Insolvency (FI) to the
CIO once the initial case analysis has been completed, all proofs of claim have
been acknowledged, and there are no issues that require the case to remain in
FIl. The CIO monitors for dismissal or discharge in the case. Once the
dismissal or discharge is received, CIO takes closing actions in the case. (See
IRM 5.9.6.10.1(3), Field Insolvency (FI) Case Assignments, Chapter 7A Indi-
vidual Cases.) Additionally, discharged cases will be transferred from FI to the
CIO when the case is discharged while assigned to Fl. (See IRM 5.9.17.10,
Chapter 7 Discharge Actions, for additional information.)

Note: See IRM 5.9.5.7(7), Case Assignments, for transfer criteria in serial filer
cases. In most instances, the same case classifications are used in Chapter
7A individual cases that are used in Chapter 7NA individual cases (see
above). Summary Histories common to all chapters (IRM 5.9.5.4.2,
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Summary Histories) are also required in Chapter 7A individual cases trans-
ferred from Fl to CIO. At minimum;

When an individual 7A case is transferred from Fl to the CIO prior to
discharge, the “Summary History” must state, “****SUMMARY***** - No
issues exist. ClO take action when Dismissal/Discharge Received.”
When an individual 7A case is transferred from FI to the CIO after
discharge, the “Summary History” must state, “*****SUMMARY ***** -
Discharge received and RI Input. Reassigned to CIO.”

Note: Summary history requirements in a Chapter 7A case will be limited when the

case meets Chapter 7A streamlined criteria established by the Director, SCI.
These streamlined cases are identified by the FI caseworker adding the

Summary History is used in the 7A individual case when taxes are
excepted from discharge because the IRS did not receive notice in sufficient
time to file a proof of claim prior to the bar date. (See IRM 5.9.17.8.9, Proce-
dures for Processing Bankruptcy Discharges when the IRS Received No
Notice or Late Notice in the Asset Case.) In this situation, the FI caseworker
must add a NoNotice case classification to AIS prior to transfer of the case
to the CIO. Additionally, a Summary History must be entered that includes:

Date notice was received,

When the bar date expired,

If notice was received prior to the expiration of the bar date,

Any opinion received from Counsel on the case, and

A statement that the liabilities are non-dischargeable for lack of timely
notice.

Example: *****SUMMARY***** - IRS received notice of the bankruptcy on 3-15-

(4)

2012. The government bar date in the case was 3-1-2012. The notice
was not received prior to the expiration of the bar date. Referred to
Counsel to see if the IRS could file a late claim in the case. The trustee
filed a final report on 12-01-2012. Per Counsel, it is too late to file a
claim in the case. The liabilities are non-dischargeable in the case
because IRS was not timely noticed. CIO, do not discharge any liabili-
ties.

Chapter 7A Business Cases. The Chapter 7A business case of a corporation
or Limited Liability Company (LLC) is transferred from Field Insolvency (Fl) to
the CIO for closure. Prior to transfer, the FI caseworker must complete an
initial case review and ensure that all proofs of claim have been filed and ac-
knowledged. Additionally, the FI caseworker must ensure that there are no
issues, such as an unassessed TFRP, that requires the case to remain open. If
the entity is a LLC, the FI caseworker must add a “LLC” case classification to
AIS prior to transfer of the case so the CIO can easily identify the LLC. The FlI
caseworker must also add a “Summary History” that provides closing instruc-
tions for the CIO. See the following for additional information:

IRM 5.9.6.10(2), Chapter 7 Case Assignments, Limited Liability
Companies (LLCs)

IRM 5.9.6.10.1(4), Field Insolvency (FI) Case Assignments, Chapter 7A
Business Cases
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5.9.55
(04-24-2025)
Initial Processing
Actions

o IRM 5.9.17.12, Closing Corporate Chapter 7 and Chapter 7 Limited
Liability Companies (LLCs)
o IRM 5.9.17.12.1, Chapter 7 Single Member Disregarded Entity LLCs

Note: IRM 5.9.17.12 and subsections contain sample Summary Histories that

(1)

)

@)

(4)

must be used based on the type of business entity.

Time Frames. Initial processing of new cases must be completed within five
workdays of receipt. To ensure completion of all needed case actions within
the mandated time frame, the CIO must:

a. Load new cases on AIS within two business days of receipt (For informa-
tion on how the IRS receives notice of new bankruptcy filings, see IRM
5.9.12.3, Paper Petitions, and IRM 5.9.12.7, Electronic Noticing System,
through IRM 5.9.12.7.2, BNC Electronic Mail Procedures.);

b.  Run all lIP processes daily (IRM 5.9.12.5, Insolvency Interface Program
(11P));

c. Resolve cases on the Potentially Invalid TIN (PIT) report within two
business days of generation by initiating the appropriate actions to
resolve invalid TINs IRM 5.9.12.5.2, (Potentially Invalid TIN (PIT) List);

d. Process cross-referenced taxpayer identification numbers (TINs)
including asterisk (*) accounts or mirrored modules within two business
days of generation (Paragraph (4) below); and

e. Contact various Collection offices regarding IDRS MF Status 22, 24, 26,
60, and 71 cases from the IIP Process D output within the time limits
required in IRM 5.9.12.5.1, IIP Status Reports, so other IRS functions
have current information on new bankruptcy filings.

Prevention of Violations of the Automatic Stay. The IRS must expeditiously
initiate actions to correct violations of the automatic stay upon becoming aware
that a collection action violated the stay. By doing so, the IRS protects the
rights of the debtor and shields the IRS from a suit for damages. In the asset
case, caseworkers must work APOC flags that identify a potential violation of
the stay within five business days of APOC identifying the flagged condition.
CIO initiates corrective actions on stay violations identified by IIP Status
Reports within 2 business days of generation of the IIP report. (See IRM
5.9.14.2.7, APOC Flag Condition Time Frame Requirements, and IRM
5.9.12.5.1, IIP Status Reports, for additional information.)

Continuous Levies. Pre-petition continuous levies must be released immedi-
ately. Modules included in a continuous levy are frequently identified by Status
60 on IDRS. However, they are not a true installment agreement. Continuous
levies are identified by Installment Agreement Locator Number (ALN) 0208.
See IRM 5.11.5.6.2, Systemic Monitoring of Continuous Levy Payments, and
IRM 5.9.12.5.1(8), IIP Status Reports, Stat 60 Notices, for additional informa-
tion.

Initial Processing of Established Mirrored Modules. Instances will arise
when a bankruptcy case is filed and the accounts have been mirrored prior to
the filing of the bankruptcy case. Initial case processing for MFT 31 and/or
MFT 65 mirrored modules are the same as MFT 30 and MFT 35 processing.
[IP will search for both spouse’s MFT 31 and/or MFT 65 modules using
command code INOLES XREF and match the spouse’s TIN with the MFT 31
and/or MFT 65 modules. Beginning in January of 2016, joint Individual Shared
Responsibility Payment (SRP) liabilities assessed under MFT 35 will be

5.9.5.5
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mirrored as separate SRP MFT 65 liabilities. Similar to MFT 31 modules being
treated in the same manner as MFT 30 modules during IIP processing, MFT
65 modules will be treated in the same manner as MFT 35 modules during IIP
processing.

IF... THEN...

A new bankruptcy case is filed, and the tax periods
are MFT 31 and/or MFT 65 mirror modules with
balances due,

IIP inputs TC 520 on both spouses’ MFT 31 and/or
MFT 65 module(s). If collection action can be
taken on the non-debtor spouse, then a TC 522

can be input on the non-debtor spouse. Collection
action can be taken on the non-debtor spouse in
locations that are not subject to community
property statutes. Collection action cannot be
taken against joint assets of the non-debtor
spouse in community property locations. (See IRM
5.9.3.5.1.1, Community Property, for additional in-
formation.)

IIP inputs a TC 520 on the MFT 30 and MFT 31
modules. IIP inputs a TC 520 on the MFT 35 and
MFT 65 modules.

Caution: The Insolvency caseworker must not
input another TC 971 AC 100. The MFT 30 and
MFT 31 modules already have the TC 971 AC 10X
posted that created the modules. The MFT 35 and
MFT 65 modules already have the TC 971 AC 10X
posted that created the modules.

An additional tax assessment is made on MFT 30
and/or MFT 35 after the module has been mirrored
and another event occurred; such as, bankruptcy,

If collection action can be taken on the non-debtor
spouse, then the TC 522 can be input on the non-
debtor spouse. Collection action can be taken on
the non-debtor spouse in locations that are not
subject to community property statutes. Collection
action cannot be taken against joint assets of the
non-debtor spouse in community property
locations. (See IRM 5.9.3.5.1.1, Community
Property, for additional information.)

Note: Exam will make a joint additional assess-
ment on the MFT 30 and/or MFT 35 module when
the liability is joint. If the liability is deemed to
belong to only one spouse, Exam will assess the
liability separately on the liable spouse’s MFT 31
and/or MFT 65 module.

5.9.5.5.1
(04-24-2025)
Timely Follow-up
Actions

(1)

Internal Follow-Up - When an internal follow-up date is established, ensure
case actions are taken within 30 calendar days of your set follow-up date.

Note: Actively work and monitor assigned cases. When there is no follow-up date
established, conduct case actions within 90 days.
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(2) Letter 1714 Follow-Up - Established a 15-day follow-up date on AIS to
coincide with the debtor’s response deadline as stated in Letter 1714, Request
for Missing Tax Returns. (See IRM 5.9.4-1, Inputting Follow-up Dates, for steps
in setting a follow-up date.) Upon follow-up, the caseworker must review the
case to verify if the requested returns have been filed or if the debtor has
provided pertinent information regarding the filing or non-filing of the delinquent
returns. See IRM 5.9.18.2, Addressing Unfiled Returns, for more information. In
some cases, the debtor will not respond to Letter 1714. In those cases, the
caseworker must contact the debtor or debtor’s attorney by phone to secure
returns or return information. If contact with the debtor or the debtor’s attorney
by phone does not bring the debtor into compliance, the caseworker will
consider the appropriate next action which will include:

Attendance at 341 hearing to secure the return(s);

Creating an Ol for a revenue officer to collect the return(s);
Preparation of an IRC 6020(b) return(s);

Referral to Counsel to dismiss/convert;

Preparation of an estimated claim or allowing an existing estimated
claim to stand.

Reminder: All actions taken to secure delinquent returns must be documented in
the AIS history.

(3) Deadline for a Taxpayer - The deadline given to a taxpayer or representative
to comply with a request for information or action must be reasonable with
respect to the information or action requested. When setting deadlines and
consequences, ensure that sufficient time is calendared to carry out follow-up
actions if the deadline is not met. See IRM 5.9.4-1, Inputting Follow-Up Dates,
on the Automated Insolvency System (AIS).

(4) Taxpayer Missed Deadline - When a taxpayer or representative misses a
specific deadline, initiate follow-up action within fifteen (15) calendar days
unless special circumstances warrant a delay. Such circumstances must be
clearly documented per IRM 5.9.5.4(1), Automated Insolvency System (AIS)
Documentation, Case Histories.

(5) Extension Request - If the taxpayer requests an extension, use your discre-
tion in granting it. Document your decision and its basis. See IRM 5.9.5.4(1),
Automated Insolvency System (AIS) Documentation, Case Histories.

(6) Follow-up action must move the case forward. Remember to create and
update a plan of action that moves your case toward resolution and to
schedule simultaneous case actions where appropriate. Use follow-up reports
as required in IRM 5.9.12, Insolvency Automated Processes and IRM 5.9.16,
Insolvency Case Monitoring, to assist and guide you to work cases in your
inventory. Follow-up actions include, but are not limited to, the following:
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Sample follow up actions:

Securing unfiled returns

Plan Filing

Post-petition Compliance

Plan Monitoring

Post-confirmation liabilities

Court actions/outcomes

Referral for motion to dismiss or convert
Adjustment/closing actions

Refunds

TFRP/ASED

Taxpayer deadlines

Exam issues

NFTL refile

Objecting to a plan

Amending a claim in response to Letter 1714, Request for
Missing Tax Returns

o Sending a collection letter after discharge as part of EAEP

Note: A phone call or letter to the taxpayer or representative to inquire about a
missed deadline is not considered an appropriate follow-up action.

(7) Take follow-up actions simultaneously, as appropriate.

5.9.5.5.1.1 (1) The Document Upload Tool (DUT) is an application on IRS.GOV that will allow
(04-24-2025) taxpayers to upload documentation that is requested or required of them to
Document Upload Tool provide and transmit to the IRS during or shortly after their interaction (phone
(DUT) conversation, correspondence, field visitation, 341 meeting, etc.). The case-

worker will provide taxpayers or their representatives with a unique, one-time
use access code along with a corresponding link to Documentation Upload
Tool | Internal Revenue Service | TPFE (irs.gov) to upload the required
documents. To establish a DUT profile, you must first submit a BEARS
request. In addition, new users must also elevate their request through their
business unit. Once DUT profile has been created, you will receive a confirma-
tion email from Accenture Federal Services (IT Contractor) providing the URL
for DUT, as well as, DUT Admin SSO Login Instructions. Use of the DUT by
Bargaining Unit employees is voluntary, but highly recommended.

Taxpayer/POA must be reminded of the following limitations when using DUT:

The unique access code is valid ONLY for 70 days and for ONE use by the taxpayer.

The taxpayer will only upload scans, photos, or digital copies in the form of JPG, PNG, or PDF with a
maximum file size of 15MB per file up to 40 files (120-page limit per file).

The taxpayer must name their file before uploading and the file name will not contain any special char-
acters.

All required documents must be uploaded before pressing the submit button.

If the taxpayer/POA needs to upload additional documents after hitting the submit button, then they
must contact the caseworker to request a new unique access code.
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Note: The following information is noted in the DUT upload link: You are never
authorized to use the Document Upload Tool to file your tax return,
even if you have received correspondence requesting that you file a tax
return. Attempting to upload your tax return through the Document Upload
Tool does not relieve you of the requirement to file your tax return through
authorized means. The tax return instructions will explain how to file. Failure
to file your tax return through authorized means may result in penalties.

Reminder: Documents received through the use of DUT method, upon receipt, will
be destroyed by the receiving area.

Note: For a detailed description of DUT capabilities and features, please see infor-
mation found on the Document Upload Tool (DUT) Information Page for
SBSE Collection at Document Upload Tool (DUT) Information Page for SBSE

Collection.
5.9.5.6 (1) Freeze Codes. A transaction code (TC) 520 with the appropriate bankruptcy
(04-24-2025) closing code (cc) must be input timely when the bankruptcy case is opened.
Bankruptcy “Freeze” The use of these transaction or “freeze” codes enable the IRS to comply with
Code (TC 520) the automatic stay provisions of the Bankruptcy Code. They “freeze” the pre-

petition tax modules so collection actions do not take place on the modules.
The “freeze” codes also allow the IRS to observe various standing court orders
that are present in several locations. The standing orders will allow assess-
ments not generally permitted by the Bankruptcy Code or the IRC. The
standing orders will also allow offsets of refunds to liabilities not provided for
by the Bankruptcy Code; i.e., offset of a post-petition income tax refund to a
pre-petition income tax liability. Finally, the standing orders will designate if
refunds are issued to the debtor or to the bankruptcy trustee, when there is a
trustee turnover order present in the case. See Paragraph (3), below, for infor-
mation about the cc 84 used on some pre-petition modules and on post-
petition liabilities.

(2) Time Frame. The bankruptcy freeze code must be input on all pre-petition
balance due periods within five workdays from the date the IRS first becomes
aware of the bankruptcy filing. In most instances, the TC 520 is input systemi-
cally by the Insolvency Interface Program (lIP). (See IRM 5.9.12.5, Insolvency
Interface Program (lIP), for additional information on IIP.)

(3) Transaction Code (TC) 520. When used in conjunction with a bankruptcy
closing code, a TC 520 will:

. Post to any module whether or not that module is currently on Master
File (MF).

o Generate a Daily Transaction Register (DTR) or Integrated Collection
System (ICS) notification when the transaction posts to a module.

° Prompt the issuance of litigation (LTS) transcripts when any subsequent

transaction posts while the TC 520 is present.

o With the exception of the cc 84, the TC 520 will change the module
status on IDRS to Status (ST) 72, for the module to which it was input .
The cc 84 is often used in Chapter 7 corporate cases and on post-
petition liabilities in all bankruptcy chapters. The cc 84 is also used in
certain serial filer cases (see IRM 5.9.5.7, and related exhibits).
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° Prevent all subsequent notices on pre-petition tax periods after one in-
formational notice.

o Suspend the Collection Statute Expiration Date (CSED) for the specific
module(s) on MF where the TC 520 was input when all closing codes
except the TC 520 cc 84 are used.

Note: If cc 84 is on a module, and the CSED warrants an extension,
the CSED must be extended by manual input of a TC 550.

(4) Date of TC 520. The TC 520 transaction date is usually the bankruptcy petition
date.

Exception: When the bankruptcy stay terminated or never went into place because
the debtor is a serial filer, the TC 520 date will be the bankruptcy
petition date or the date the bankruptcy plan was confirmed. (See IRM
5.9.5.7, Serial Filers, for additional information.)

(5) Collection Statute Expiration Date (CSED). Master File automatically
computes the extended CSED for modules with a TC 520 transaction date
later than July of 1986 and a TC 521 transaction date later than January of
1987, when all bankruptcy closing codes except the cc 84 are used. However,
non-master file (NMF) accounts require a manual TC 550 input to extend the
CSED.

Reminder: When a decision is made to retain a lien against exempt, abandoned,
or excluded property (EAEP) after discharge, Insolvency must calculate
the CSED on the dischargeable modules and request input of the TC
550 to IDRS. IDRS does not systemically calculate the CSED on these
modules because the TC 520 is not reversed until there is no longer
any collection potential from EAEP and dischargeable liabilities are
abated. See IRM 5.9.17.5.3(13), Addressing Lien Issues, CSEDs and
Refiles, for additional information.

(6) Factors Determining TC 520 Closing Codes. The closing code input with the
TC 520 depends on several factors. These factors include, but are not limited
to, the following:

° The type of bankruptcy case the debtor filed; i.e., Chapter 7, 9, 11, 12,
13, or 15,

The presence of standing orders or local rules,

If the liability is pre-petition or post-petition,

If the debtor is a serial filer, and

The results of bankruptcy research conducted.

Note: The effect of the TC 520 on assessments depends on the date the bank-
ruptcy case was filed.

(7) Reversing TC 520 and CSEDs. In most cases, the CSED will be extended by
MF when a TC 520 is reversed. However, if the pre-petition CSED on a TC
520 module has expired, or if the CSED is within six months of expiring, a
manual computation of the CSED (TC 550) is required prior to input of the TC
521. (See IRM 5.9.17.19, ASED/CSED Considerations.)
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5.9.5.6.1
(04-24-2025)
Closing Codes

(1)

©)

(4)

(5)

(6)

Effects of Various Closing Codes. Bankruptcy closing codes used in con-
junction with the TC 520 determine what the bankruptcy freeze will allow or
restrict. The closing codes “freeze” the appropriate modules and alert all
functions within the IRS to cease all collection activity when a bankruptcy
petition is filed. An exception is the TC 520 cc 84. The TC 520 cc 84 does not
“freeze” modules but it is an indicator that Insolvency will be contacted for
guidance prior to proceeding with any enforcement activity in the case.

Other TC 520 Litigation Codes. If there is a TC 520 cc 70 or TC 520 cc 80,
check the Integrated Collection System (ICS) and Counsel for open suits for
consultation. Cases with these closing codes will remain open in bankruptcy
until Counsel advises to proceed with next actions.

Compliance with Legal Requirements. Standing court orders and local rules
or agreements that are present in some jurisdictions affect the processing of
bankruptcy cases. This frequently includes the manner in which refunds and
offsets are handled. The implementation of BAPCPA also affects the choice of
closing codes for cases filed on or after October 17, 2005. Selection of the ap-
propriate TC 520 closing codes by Insolvency helps the IRS comply with the
legal requirements of each judicial district and the provisions of BAPCPA.

Updated Closing Codes. In anticipation of the passage of BAPCPA, eight
new bankruptcy closing codes became available for use with the TC 520 in
January of 2002. These closing codes added options for handling issues sys-
temically. In particular, the new closing codes modified the -V freeze to allow
for post-petition offsets of “mutual” pre-petition income tax credits to pre-
petition income tax liabilities, as permitted by 11 USC 362(b)(26), in the post-
BAPCPA case. The specific features of each of the updated closing codes are
described in the table in paragraph (7), Table 2, below.

Retirement of Some Existing Closing Codes. With the addition of the newer
closing codes, some of the older closing codes were retired. IDRS no longer
allows TC 520 inputs with closing codes 86, 87, 88, or 89. However, open
cases with unreversed TC 520s with these closing codes continue to be
processed by MF in accordance with the specifications below. Both sets of
closing codes (the old and the new), and their effects and characteristics, are
shown in Tables 1 and 2 below.

TABLE 1 - 8X SERIES CLOSING CODES.
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cc Assessment Permitted Offsets Frozen Refund Frozen
81 YES* YES YES
83 NO YES NO
If TC date is before 10/22/94.
YES*
If TC date on or after 10/22/94
84 YES NO NO
Sends out standard notices and
generates LTS transcripts, but
does not suspend the balance
due account for the module to
which it is input.
Note: Closing code 84 will not
create a dummy module.
85 NO YES YES
If TC date before 10/22/94. But, only if balance due modules.
YES* NO
If TC date on or after 10/22/94. If no indication of related balance
due.
86 YES* NO NO
87 YES* NO YES
88 NO YES YES
If TC date before 10/22/94.
YES*
If TC date on or after 10/22/94.
89 YES* YES NO

Note: *Prevents issuance of all balance due notices, except for one informa-
tional notice. Closing code (cc) 81 does not prevent notices on post-
petition periods that do not have cc 81 on those periods.

(7) 8X SERIES CLOSING CODES - Additional Information.

a.

CC 81. Does not prevent assessments from posting to any module in the
entity and does not affect the subsequent processing of modules that do
not contain a TC 520 cc 81. It freezes the entity from all offsets and
refunds. Shows alpha freeze of -W and IDRS status (ST) 72. ATC 520
cc 81 on a module extends the CSED on that module on IDRS.

CC 83. Freezes the entity from all offsets. Refunds will not be frozen on
pre-petition and post-petition modules. IDRS shows an alpha freeze of -V
and IDRS ST 72 on the module(s) where the cc 83 is input. The cc 83
extends the CSED on the module when a TC 520 cc 83 is input to the
module on IDRS.

CC 84. Allows assessments, offsets, refunds, sends out standard notices,
and generates LTS transcripts. It does not suspend the balance due
account for the module to which it is input. IDRS shows an alpha freeze
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of -W. The IDRS status code does not change to ST 72. The TC 520 cc
84 does not extend the CSED on the module(s) with the cc 84 on IDRS.
It alerts all IRS employees to contact Insolvency before taking any en-
forcement action against the taxpayer.
CC 85. Does not prevent refunds when no balance due modules or
balance due indicators are present in the entity. Otherwise, refunds and
offsets are frozen. Shows alpha freeze of -V and IDRS ST 72. The cc 85
extends the CSED on the module when a TC 520 cc 85 is input to the
module on IDRS.
CC 86. Allows assessments of all returns and adjustments but prevents
issuance of all balance due notices except for one “information” notice.
Refunds and offsets are not frozen. Shows alpha freeze of -V and IDRS
ST 72. The cc 86 extends the CSED on the module when a TC 520 cc
86 is input to the module on IDRS.
CC 87. Allows all assessments but prevents the issuance of all balance
due notices except one “information” notice. Systemic offsets are unaf-
fected. Refunds are frozen. Shows alpha freeze of -V and IDRS ST 72.
The cc 87 extends the CSED on the module when a TC 520 cc 87 is
input to the module on IDRS.
CC 88. Freezes the entity from all refunds and offsets. Shows alpha
freeze of -V and IDRS ST 72. The cc 88 extends the CSED on the
module when a TC 520 cc 88 is input to the module on IDRS.
CC 89. Allows assessments but prevents the issuance of all balance due
notices except one “information” notice. Prevents offsets. Refunds will be
issued to the taxpayer. Often used in Chapter 13. Shows alpha freeze of
-V and IDRS ST 72. The cc 89 extends the CSED on the module when a
TC 520 cc 89 is input to the module on IDRS.

Note: The freeze indicators used for bankruptcy (alpha -V and -W

freezes) affect notices, offsets, refunds, and CSEDs, depending on
the closing code used.

(8) TABLE 2 - 6X SERIES CLOSING CODES.
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cc Post-petition BalDue | Offsets Prevented or Allowed Refunds Frozen or Allowed
Accts Go to
Collection Status?

60 Yes Prevents pre-petition to pre-petition | Freezes pre-petition refunds.
offsets. Allows post-petition to post- | Allows post-petition refunds.
petition offsets.

61 No Prevents pre-petition to pre-petition | Freezes pre-petition refunds.
offsets. Allows post-petition to post- | Allows post-petition refunds.
petition offsets.

62 Yes Prevents pre-petition to pre-petition | Freezes pre-petition refunds.
offsets. Allows post-petition to post- | Freezes post-petition refunds.
petition offsets.

63 No Prevents pre-petition to pre-petition | Freezes pre-petition refunds.
offsets. Allows post-petition to post- | Freezes post-petition refunds.
petition offsets.

64 Yes Allows pre-petition to pre-petition Does not freeze pre-petition
income tax offsets. Allows post- refunds. Does not freeze post-
petition to post-petition offsets. petition refunds.

65 No Allows pre-petition to pre-petition Does not freeze pre-petition
income tax offsets. Allows post- refunds. Does not freeze post-
petition to post-petition offsets. petition refunds.

66 Yes Allows pre-petition to pre-petition Freezes pre-petition refunds.
income tax offsets. Allows post- Freezes post-petition refunds.
petition to post-petition offsets.

67 No Allows pre-petition to pre-petition Freezes pre-petition refunds.
income tax offsets. Allows post- Freezes post-petition refunds.
petition to post-petition offsets.

(9) Freeze Indicator. All closing codes in the 6X series have the -V freeze
indicator. All TC 520 closing codes in the 6X series extend the CSED on the
module where the TC 520 cc 6X is input. Section 11 of Document 6209, IRS
Processing Codes and Information, gives additional information on closing
codes.

(10)

Prevention of Duplicate Refunds. Many TC 520 cc 6X closing codes allow
for systemic offsets and the systemic generation of refunds. Do not prepare a
Form 5792, Request for IDRS Generated Refund (IGR), without determining
which TC 520 closing codes are present on the account. Unless there is a TC
520 cc 81 present, the TC 520 cc 6X will allow for systemic generation of the
refund. Preparing and submitting a Form 5792 can result in the issuance of a
duplicate refund when the TC 520 cc 6X allows for the issuance of systemic
refunds.

Bankruptcy Litigation Location Code (BLLC). During the pendency of a
bankruptcy case, caseworkers will need to manually change a TC 520 closing
code (cc) on IDRS. This will be necessary due to changes in local court rules,
because the taxpayer is a serial filer, etc. When changing a TC 520 closing
code on IDRS, caseworkers must input a BLLC.
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5.9.5.6.2

(11-01-2022)
Reversing the
Bankruptcy Indicator

(1)

TC 521. ATC 521 reverses a TC 520 and releases the litigation freeze. All of
the TC 520 closing codes operate independently of each other. For example, a
TC 521 cc 81 will not reverse a TC 520 cc 83 or a cc 67. ATC 521 with a 999
statistical indicator will reverse all open TC 520s in a module with cc 81, 83, or
85 through 89, and cc 60 through 67.

Note: |IP interfaces with IDRS to release all bankruptcy TC 520 closing codes.

)

However, TC 520 cc 84 must be in the AIS transaction code file before IIP
will automatically release it. The IIP User's Guide provides additional infor-
mation.

TC 522. ATC 522 can be used to reverse a TC 520 when:

a. The TC 520 was input in error.

b. A mirrored MFT 31 and/or MFT 65 module has been created for a non-
debtor spouse, the TC 520 must be reversed to allow correct
computation of the CSED, or to prevent incorrect tolling in the event the
non-debtor spouse files a bankruptcy petition.

c. The debtor is a serial filer in a case filed post-BAPCPA and the automatic
stay never went into effect in the current case because there was no
motion and order extending the stay. The TC 520 must be reversed to
allow collection and to ensure the correct computation of the CSED. (See
IRM 5.9.5.7, Serial Filers, below.)

d. A post-petition period has been protected by the stay due to the bank-
ruptcy “freeze” code and the plan was not modified to provide for
payment of that period.

5.9.5.7 (1) BAPCPA Stay Limitations. BAPCPA contains provisions specifically designed

(04-24-2025) to discourage debtors from filing sequential bankruptcies. 11 USC 362(c) limits

Serial Filers or eliminates the imposition of the automatic stay in the current bankruptcy
case of an individual or joint debtor when:

o There were one or more dismissals of prior bankruptcy case(s) that
were pending within the year before the current case was filed,

° The dismissals were not for failure to pass the means test in a prior
Chapter 7 bankruptcy case (11 USC 702(b)), and

° There is no motion filed or hearing requested by any interested party in
the current case for an extension (or imposition) of the automatic stay,
or

° There is no order extending (or imposing) the stay in the current case
that was entered pursuant to a hearing completed within 30 days of the
bankruptcy petition date.

Caution: If there is an order extending (or imposing) the stay in the
current case, the order must be for all creditors to include
IRS. If the order lists only specific creditors, the order must
list IRS. Otherwise, the stay is not extended (or imposed) as
it relates to IRS.
(2) Automatic Stay. The automatic stay consists of three parts:

° Stay of Acts Against the Debtor — The stay prohibits certain acts
against the debtor personally, such as, sending a final notice and intent
to levy to the debtor requesting payment of a pre-petition tax liability.
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Note: IRC 6213 prohibits assessment of an unagreed Examination or
AUR deficiency during the time the automatic stay prohibits the
taxpayer from filing a Tax Court petition and for 60 days thereaf-
ter. If there is no order extending the stay in the current
bankruptcy case of a serial filer, the taxpayer is no longer prohib-
ited from filing a Tax Court petition. Thus, assessment under IRC
6213 is no longer prohibited.

o Stay of Acts Against Property of the Debtor — The stay prohibits any
actions to create, perfect, or enforce a lien against the debtor’s property,
to the extent such lien secures a pre-petition liability.

Note: Property of the debtor includes any property that has been
exempted, abandoned, or excluded by/from the bankruptcy
estate.

o Stay of Acts Against Property of the Estate — The stay prohibits any
collection actions against property of the bankruptcy estate. This
includes any estate property in control of the court, property (wages or
otherwise) used to fund a bankruptcy plan, or property used to earn the
income used to fund a plan.

Example: The debtor owns real property that they lease to generate
rental income. The rental income produces income that is
used to fund the bankruptcy plan. The real property is
property of the estate.

Stay Imposition or Extension. Any party in interest can request an extension
of the stay to apply to any or all creditors when a serial filer under 11 USC
362(c)(3)(A) is facing the termination of the automatic stay 30 days after the
petition date, as outlined above. Likewise, any party in interest will request that
a stay be put into effect if no stay is due to be imposed under 11 USC
362(c)(4)(A). A motion to extend the stay must be filed so that notice can be
given, and the hearing on the motion can be completed, before the expiration
of the 30 days. A motion to impose the stay must be made within 30 days after
the petition date. In either situation, the party in interest must demonstrate that
the filing of the later case is in good faith. 11 USC 362(c)(3)(C) gives examples
of bankruptcy filings that are not considered to be in “good faith”. BAPCPA
does not require the court to enter an order stating a stay with respect to the
debtor and the debtor’s property that is not property of the bankruptcy estate is
terminated. Nor, does BAPCPA require the court to enter an order stating the
stay does not arise in regard to either the debtor, debtor’s property, or property
of the estate.

Stay Termination After 30 Days. Under 11 USC 362(c)(3)(A), if a debtor files
an individual Chapter 7, 11, or 13 bankruptcy case (or if an involuntary case is
commenced against the debtor) within one year of the previous dismissal of
one individual prior bankruptcy case, the assumption is that the case was not
filed in good faith. The automatic stay will terminate 30 days after the petition
date unless the dismissal was for failure to pass the means test in a Chapter 7
case when there is no order extending the stay in the current case. The stay
continues against property of the estate until such property is no longer
property of the estate. See Exhibit 5.9.5-4, Common Processing Steps in
Serial Filer Cases, and Exhibit 5.9.5-5, Processing the Serial Filer Case When
the Stay Terminates After 30 Days, for additional information. Chief Counsel
Notice CC-2008-007 establishes the IRS’s position on 11 USC 362(c)(3). The
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IRS cannot take enforcement action against property of the estate until such
property is no longer property of the estate, even if there is no order extending
the stay in the current case. The IRS will take enforcement actions against the
debtor and the debtor’'s non-estate property (e.g., exempt, abandoned, or
excluded property) after the 30 day period expires and there is no order
extending the stay. This includes assessing an unagreed Examination or AUR
deficiency as the debtor can petition Tax Court because the automatic stay is
no longer in place.

Caution: Insolvency must coordinate this issue closely with Counsel when antici-

(5)

(6)

pating collection actions, such as a levy or seizure. Coordination with
Counsel will ensure that the property being pursued is not under the pro-
tection of the bankruptcy court when there is no order extending the stay
in the current case.

No Stay Arises. Under 11 USC 362(c)(4)(A), if a debtor files an individual
Chapter 7, 11, 12, or Chapter 13 bankruptcy case (or if an involuntary case is
commenced against the debtor) within one year of the previous dismissal of
two or more individual bankruptcy cases, the assumption is that the case was
not filed in good faith. The automatic stay does not go into effect unless the
dismissals were for failure to pass the means test in a Chapter 7 case. Alterna-
tively, the automatic stay does not go into effect unless the court enters an
order allowing the stay to go into effect. Such order must be entered after a
hearing held within 30 days of the filing of the petition. Otherwise, the
automatic stay does not go into effect at all. This means there is no stay of
collection actions as to the debtor, the debtor’s property, or property of the
estate. See Exhibit 5.9.5-4, Common Processing Steps in Serial Filer Cases,
and Exhibit 5.9.5-6, Processing the Serial Filer Case When No Stay Goes into
Effect.

Stay for Small Businesses. Under 11 USC 362(n), the automatic stay will not
apply in certain small business debtor cases. Small business debtor cases are
typically Chapter 11 cases where the debtor’s noncontingent debts do not
exceed the debt limit criteria, an Unsecured Creditor's Committee has not been
appointed, or the court has determined that the Unsecured Creditor’s
Committee has not taken an active role in the case (11 USC 101(51C and D)).
Generally, the stay will not apply when the small business debtor had a
previous case that was dismissed or had a plan that was confirmed within two
years of the present case. Insolvency must contact Counsel if this Bankruptcy
Code section apply. For additional information on small business Chapter 11
debtor cases, see IRM 5.9.8.18, The Chapter 11 Discharge and the Effects of
Confirmation, and IRM 5.17.10.7.2, Legal Reference Guide for Revenue
Officers, Chapter 11 Bankruptcy (Reorganization), The Plan Process,
Mandatory Small Business Debtor Treatment.

Note: As of June 21, 2024, the debt limit for small business bankruptcies under

Sub chapter V of Chapter 11 is $3,024,725.

(7) Case Assignments. Due to the complexity of the serial filer case:

° The Chapter 7 Asset case of the individual or joint debtor must remain
in Fl until FI determines if the automatic stay has been extended (or
imposed). Once this determination has been made, FI will transfer the
case to the CIO when there are no other issues that require the case to

5.9.5.7
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5.9.5.7.1

(04-24-2025)

Systemic Identification
in Serial Filer Cases

(1)

remain in Fl. However, if the stay in the case is not extended (or
imposed), Fl must first reverse the TC 520 cc 6X and input the TC 520
cc 84, as appropriate.

o The Chapter 13 case of the individual or joint debtor must remain in Fl
until a determination has been made whether or not the stay is
extended (or imposed) in the case. If the stay is extended (or imposed),
and there are no issues that require the case to remain in Fl, the FI
caseworker will transfer the unconfirmed case to the CIO to monitor for
confirmation. If the stay is not extended (or imposed), the case must
remain in Fl until confirmation. At confirmation, FI will input the TC 520
cc 6X using the confirmation date and take the actions required on
confirmed plans detailed in IRM 5.9.10.6.1(2), Field Insolvency (Fl)
Actions Prior to Case Transfer, Older Cases. If there are no issues that
require the case to remain in FI, the FI caseworker will transfer the case
to the CIO.

Identifying Potential Stay Issues. The Insolvency Interface Program (lIP) has
been programmed to recognize and record previous bankruptcies for both stay
issues and non-dischargeability issues. IIP systemically inputs a message on
the AIS TIN table to advise Insolvency caseworkers of “Prior Bankruptcy
Status”. The messages used by IIP on the AIS TIN table are:

° “Prior to 10-17-2005” which denotes a current (case) docket where the
petition date was prior to 10-17-2005 (pre-BAPCPA).
o “Prior bankruptcy less than 12 months” which denotes a current docket’s

petition date was on or after October 17, 2005, and a prior bankruptcy
was found that was filed on or less than 365 days before the current
docket’s petition date.

° “Prior bankruptcy greater than 12 months” which denotes a current
docket’s petition date was on or after October 17, 2005, and a prior
bankruptcy was filed more than 365 days before the current docket’s
petition date.

o “Prior bankruptcy less & greater than 12 months” which denotes a
current docket’s petition date was on or after October 17, 2005, prior
bankruptcies were found which were filed less than 365 days before the
current petition date, and another prior bankruptcy was located that was
filed more than 365 days before the current docket.

° “Multiple prior bankruptcies” which denotes that a current docket’s
petition date was on or after 10-17-2005, and more than one prior bank-
ruptcy case was filed more than 365 days before the current docket.

o “No prior bankruptcy” which denotes no prior bankruptcies were located.

o “Exempt” which denotes the case is exempt from being checked by IIP.

Caseworker Actions. The CIO is responsible for reviewing the Chapter 7 No
Asset cases assigned to them when the case requires manual case actions. Fl
is responsible for reviewing cases assigned to them upon initial case review.
When the case is assigned to Fl, upon initial case review, if the Prior Bank-
ruptcy Status field on the AIS TIN screen is anything except “No prior
bankruptcy,” the caseworker must determine if the previous bankruptcy(cies):

° was dismissed within one year of the current bankruptcy petition date
under section 707(b) of the Bankruptcy Code.

Note: If the previous dismissal during the prior year was not under section 707(b)

of the Bankruptcy Code:
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o the caseworker must input a follow-up date for 45 days from the petition
date to check the court’s electronic records (case will remain in
inventory),
determine the status of the automatic stay (imposed/extended),
follow the procedures in Exhibit 5.9.5-4, Common Processing Steps in
Serial Filer Cases, Exhibit 5.9.5-5, Processing the Serial Filer Case
When the Stay Terminates after 30 Days, or Exhibit 5.9.5-6 , Processing
the Serial Filer Case When No Stay Goes into Effect, and

o document the review and actions taken for effects on the current bank-
ruptcy case.

Note: If the automatic stay is in effect and there are no issues to address upon
discharge, the SERIAL case classification does not need to be added.

(8) CSED Extension. IIP will input a TC 520 on master file balance due modules
for all new bankruptcies regardless of any previous bankruptcies. If the court
did not impose a stay on collection actions, or if the stay terminated on the
30th day in the current case, the caseworker must manually reverse TC 520s
and input appropriate TC 520s in the serial filer case, when necessary. This
will result in IDRS correctly calculating the CSED in the case. IDRS TC 520 cc
84 will not suspend the CSED. It will alert IRS employees to contact Insol-
vency before taking any collection action because there is a bankruptcy case
on the taxpayer and the IRS will be limited in the pursuit of collection actions.
The TC 520 cc 6X closing codes all extend the CSED on IDRS. In either
instance, the case will remain open on AlS until dismissal, discharge, or non-
discharge.

(4) Impact of the Serial Filer on Statutes. When the taxpayer is a serial filer and
there is no order extending the stay, calculation of the Assessment Statute Ex-
piration Date (ASED) and Collection Statute Expiration Date (CSED) will be
impacted. Additionally, when the debtor is a serial filer, the calculation of tolling
to determine proof of claim classification in a subsequent case will be
impacted. The following chart explains the impact on statutes in the serial filer
case.
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petition liabilities from the petition
date to the 30th calendar day from
the petition date, plus 6 months.

If a plan is confirmed and there is
not 6 months between the day the
stay terminated and the confirmation
date, the number of days between
the day the stay terminated and the
confirmation date is added to the
CSED, instead of 6 months.

If a plan is confirmed in the case, the
CSED is extended from the confir-
mation date to the dismissal,
discharge, or denial of discharge
date, plus 6 additional months.

Reminder: 1f TC 521/TC 522/TC
520(s) are input to IDRS
correctly, IDRS will sys-
temically calculate the
extended CSED
correctly.

STATUTE STAY TERMINATED ON THE 30th | STAY NOT IMPOSED
DAY
ASED The ASED is extended from the The ASED is not extended by the
petition date to the 30th calendar day | current bankruptcy.
from the petition date, plus 60 days, | If there is an unagreed Examination
when there is an unagreed Examina- | or AUR deficiency, advise AUR or
tion or AUR deficiency. The ASED Exam that they will resume their as-
will be tolled by the stay if a sessment procedures once it has
Statutory Notice of Deficiency been determined that the stay is not
(SNOD) was issued and the time to | imposed in the case.
file a Tax Court petition has not Note: If AUR or Exam contacts CIO
expired. to ask if they can proceed in
Notify AUR or Exam that they will the serial filer case, CIO will
resume their assessment procedures provide them with the name
upon termination of the stay. and telephone number of the
Note: If AUR or Exam contacts CIO FI contact from SERP.
to ask if they can proceed in
the serial filer case, CIO will
provide them with the name
and telephone number of the
FI contact from SERP.
CSED The CSED is extended on pre- The CSED is extended on pre-petition

liabilities from the confirmation date to
the dismissal, discharge, or discharge
denied date, plus 6 months.

Reminder: 1If TC 521/TC 522/TC
520(s) are input to IDRS
correctly, IDRS will sys-
temically calculate the
extended CSED correctly.
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STATUTE

STAY TERMINATED ON THE 30th | STAY NOT IMPOSED
DAY

Tolling

For determining proof of claim classi- | For determining proof of claim classifi-
fication in a subsequent bankruptcy | cation in a subsequent bankruptcy
case, the tolling period due to the case, the tolling period due to the
current bankruptcy case is from the | current bankruptcy case is from con-
petition date to the 30th calendar day | firmation date to the dismissal,

from the petition date, plus 90 days. | discharge, or discharge denied date,
If a plan is confirmed and there is plus 90 days.

not 90 days between the date the
stay terminated and the confirmation
date, the number of days between
the date the stay terminated and the
confirmation date is added to the
tolling period.

Additionally, if a plan is confirmed,
the tolling period is calculated from
the confirmation date to the
dismissal, discharge, or discharge
denied date, plus 90 days.

(5) Discharge Limitations. The Bankruptcy Code limits how often a debtor can

be discharged from certain chapters in bankruptcy. (See 11 USC 727(a)(9), 11
USC 1328(f), and Exhibit 5.9.5-6 , Allowable Elapsed Time Between Bank-
ruptcy Filings and Discharges.) When the prior bankruptcy status determined

by IIP, as explained in paragraph (1) above, is anything except “No prior bank-
ruptcy” in the Prior Bankruptcy Status field on the AIS TIN screen, caseworkers
must review the prior bankruptcy(ies) to determine if the debtor is disqualified
from discharge. If the caseworker determines the elapsed time between filings
precludes a discharge upon case closure, the caseworker must input a
“SERIAL” case classification on the “Classification” field on the AIS Taxpayer
Screen and document the history with the reason the debtor’s liabilities cannot
be discharged. Then, the caseworker must consult Counsel to determine if
other actions are required, such as court notification, in that jurisdiction. In ex-
plaining how to apply 11 USC 1328(f), most courts have held that eligibility for
discharge in Chapter 13 cases depends on the petition date of the prior bank-
ruptcy case and the petition date of the current bankruptcy case, as well as the
type of prior bankruptcy case filed by the debtor. For additional information,
see:

° IRM 5.9.10.3.2(7), Processing Chapter 13 Bankruptcy Cases, Aspects of
the Initial Case Review, Discharge Limitations

° In re Sanders, 551 F.3d 397 (6th Cir. 2008)

° In re Bateman, 515 F.3d 272, 280 (4th Cir. 2008)

° In re Gagne, 394 B.R. 219, 230 (1st Cir. BAP 2008)

Note: But, in re Sidebottom, 430 F.3d 893, 897 n.1 (7th Cir. 2005) (dicta that eligi-

bility depends on discharge date in prior bankruptcy).

Note: When an individual or joint debtor in a Chapter 11 case received a discharge

in a prior bankruptcy case, eligibility for discharge in the Chapter 11 case
follows the same rules for discharge eligibility as those for an individual in a
Chapter 7 case when the debtor liquidates in Chapter 11 (see 11 USC
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1141(d)(3)). The limitation does not apply when the debtor reorganizes in
Chapter 11. BAPCPA did not restrict discharge eligibility for the individual or
joint debtor in a Chapter 12 bankruptcy case.

(6) Case Classification. When the debtor is a serial filer and there are issues in
the case that impact the automatic stay, ASED, CSED, dischargeability, or
tolling in subsequent cases, caseworkers must add a “SERIAL” case classifica-
tion to AIS so the case can be easily identified and document the AIS case
history why the case classification was added.

Note: See the following exhibits within this IRM for additional steps used to work
serial filer cases: Exhibit 5.9.5-3, Allowable Elapsed Time Between Bank-
ruptcy Filings and Discharges; Exhibit 5.9.5-4, Common Processing Steps in
Serial Filer Cases; Exhibit 5.9.5-5, Processing the Serial Filer Case When
the Stay Terminates After 30 Days; and Exhibit 5.9.5-6, Processing the Serial
Filer Case When No Stay Goes into Effect.

5.9.5.8 (1) Introduction. A levy served pre-petition on a taxpayer who subsequently files
(04-24-2025) for bankruptcy protection will lead to a hearing in bankruptcy court. Indeed, an
Levies and Bankruptcy IRS levy will provoke a bankruptcy filing. Both Insolvency and Counsel expend

time and resources resolving levy disputes in and out of court. If the issuance
of a levy on the assets of a taxpayer who is in bankruptcy is not properly
resolved, the IRS will be liable for damages if the IRS receives property in
violation of the automatic stay.

Note: The IRS will not levy on property of the taxpayer for the failure to pay the
Shared Responsibility Payment (SRP) liability. The IRS will not apply levy
payments to SRP liabilities. See IRM 5.9.4.5.5, Offsets, Payments, and the
Individual Shared Responsibility Payment (SRP), and IRM 5.11.1.4.14, Back-
ground, Pre-Levy Actions, Restrictions on Levy & Post-Levy Actions,
Restrictions on Levy, Affordable Care Act's (ACA) Individual Shared Respon-
sibility Payment (SRP), for additional information.

(2) Levies and Insolvency. When the IRS levies upon tangible or intangible
property before a bankruptcy petition is filed, that property belongs to the bank-
ruptcy estate if it is not transferred to the IRS before the bankruptcy petition is
filed. The property becomes subject to turnover. However, the IRS will have a
right to adequate protection before turnover. (See paragraph (3) below.) For
information on bankruptcy and levy payments received under the Federal
Payment Levy Program (FPLP), see IRM 5.9.4.5.4, Common Bankruptcy
Issues, Credits, Refunds, and Offsets, Federal Payment Levy Program
(FPLP).Use the following list to determine the disposition of levy payments
based on when the levy payment was received:

a. Levy Funds Not Received by Petition Date . Accordingly, if an IRS levy
on accounts receivable, bank accounts, wages, insurance proceeds, or
other intangibles has not resulted in the receipt of funds by the IRS at the
time the bankruptcy is filed, the funds are property of the bankruptcy
estate. Insolvency must release the levy expeditiously upon identification
unless adequate protection is a consideration.

Note: See IRM 5.9.5.5(2) for additional information.
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@)

(4)

b. Pre-petition Seizure. Any tangible property seized pre-petition but not
sold pre-petition is property of the bankruptcy estate and subject to
turnover.

c. Levy Funds Received Pre-petition. When the IRS has received a levy
payment prior to the bankruptcy filing (pre-petition), ownership has trans-
ferred to the IRS. The levy payment is not property of the estate.

Note: However, such a payment will be subject to recovery by the estate
as a preference. See the definition of preference in IRM 5.9.1-1,
Glossary of Common Insolvency Terms.

d. Levy Payments Received on the Petition Date. The transfer of levy funds
occurs on the date a levy check is honored by the drawee bank. The
transfer does not occur on the date of delivery to the IRS. If the taxpayer
files bankruptcy before the check is honored, the funds are property of
the bankruptcy estate. (Pre-bankruptcy Levies: Turnover, Adequate Pro-
tection, and the Automatic Stay, 1997 LGM GL-67, 1997 WL 33106625
and Barnhill v. Johnson, 503 U.S. 393 (1992)) Since a check received by
the IRS on the day a taxpayer files bankruptcy will not be honored until a
later date, the funds are property of the bankruptcy estate.

Exception: When a cashier’s check is issued to the IRS in response to a
Notice of Levy, the IRS can keep the funds as long as the
date on the face of the cashier’s check (issued date) is prior
to the bankruptcy petition date. Funds transfer from the
taxpayer/debtor’s account to the payee on the date the
cashier’s check is issued.

Right to Adequate Protection. The courts generally recognize the IRS’s right
to adequate protection when a levy is issued pre-petition. The levy provides
the IRS with an interest in the levied—upon property. If the IRS is entitled to
adequate protection, the caseworker must immediately contact Counsel to co-
ordinate a cash collateral agreement, a request for adequate protection, or a
request for relief from the automatic stay. Although adequate protection can be
requested in other chapters, it is requested most often in Chapter 11 bankrupt-
cies. For additional information on adequate protection, see the following:

° IRM 5.9.8.6, Processing Chapter 11 Bankruptcy Cases, Adequate Pro-
tection

o IRM 5.9.8.8, Processing Chapter 11 Bankruptcy Cases, Cash Collateral/
Property Depreciation of the Estate

° IRM 5.9.9.4, Processing Chapter 12 Bankruptcy Cases, Adequate Pro-
tection in the Chapter 12 Case

° IRM 5.9.10.3.2(5), Processing Chapter 13 Bankruptcy Cases, Aspects of
the Initial Case Review, Adequate Protection

o IRM 5.17.8.11, Legal Reference Guide for Revenue Officers, General
Provisions of Bankruptcy, Adequate Protection

Pre-petition Levy/Post-petition Levy Payment. Payment(s) received after a
bankruptcy petition has been filed (post-petition) based on a pre-petition levy
must be returned to the bankruptcy estate through the trustee or debtor-in-
possession, unless the IRS seeks prompt relief from the automatic stay. In
most instances, post-petition levy payments are returned to the debtor in
Chapter 13 cases. For further clarification, see IRM 5.9.3.5(9), Automatic Stay,
Pre-petition Levy Proceeds.

5.9.5.8
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(5)

Time Frame for Corrective Actions. Corrective actions must be initiated ex-
peditiously when the IRS becomes aware that a levy payment has been
received after the filing of a bankruptcy petition. The payment will be returned
expeditiously to either the trustee, debtor, or the debtor-in-possession per local
guidelines using Form 5792, Request for IDRS Generated Refund. See IRM
5.9.5.5(2) for additional information.

Third-Party Contact - Levy Release. A release of a levy is considered a third-
party contact. When Insolvency handles a release of levy, official recordation of
the contact is required unless the taxpayer or taxpayer’s representative gives
permission for the caseworker to contact the levy source. Form 12175, Third
Party Contact Report Form, or ICS electronic recordation, is the source of the
third-party contact list provided to the taxpayer/debtor. Multiple contacts with
the same third party on different dates require the completion of a separate
Form 12175 for each contact. (See IRM 5.9.3.12.1, Third-party Contacts, and
IRM 25.27.1.4, Recording and Reporting TPCs, for additional information.)

Note: Third Party Contact notification is not required prior to issuing a levy release.

(7)

Documentation. All actions taken on a levy matter while the debtor is under
the protection of the Bankruptcy Code must be timely and accurately docu-
mented in the AIS case history. Documentation added to the AlIS case history
by Insolvency will be used as evidence in bankruptcy court.

Note: Although a new bankruptcy case filing will not be loaded on AIS at the time a

(8)

5.9.5.9 (1)
(04-24-2025)
Liens and Insolvency

levy issue is handled by Insolvency, all documentation on the matter will be
transferred to the AIS history screen at the earliest possible date.

Counsel Assistance. Insolvency must contact Counsel for assistance on
complex levy issues that arise during the pendency of a bankruptcy case. Levy
concerns must be addressed under strict time frames to protect the debtor’s
rights. The IRS will be held liable for damages if violations of the automatic
stay imposed by the Bankruptcy Code occur.

Duration of a Lien. Generally, a statutory federal tax lien exists so long as the
period for collection remains open. In most instances, the collection statute ex-
piration date (CSED) is 10 years from the date of the assessment. Certain
actions, situations, or events will extend the CSED. These events include, but
are not limited to:

Bankruptcy

Pending offer in compromise (OIC)
Military deferment

Pending installment agreement (lA)

Note: A Notice of Federal Tax Lien (NFTL) is generally effective for ten years after

the date of assessment. It expires 30 days after that time unless the NFTL is
refiled. If a NFTL is not timely refiled, it will self-release and the statutory lien
will be extinguished. While the collection period will be suspended, such as
in the case of bankruptcy, no suspension exists with respect to the ten year
effective period of filed NFTLs. Thus, it will be necessary in some instances
to refile a NFTL to maintain the IRS’s lien priority. (See IRM 5.9.5.9.2,
Refiling Notices of Federal Tax Lien (NFTLs).)
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Note: For more information on Federal Tax Liens see IRM 5.12, Federal Tax Liens

)

@)

(4)

(5)

(6)

and IRM 5.17.2, Federal Tax Liens.

Valid Pre-petition Federal Tax Lien. Under IRC 6321, a federal tax lien
attaches to all property and rights to property of the taxpayer, whether real or
personal. A NFTL filed prior to bankruptcy will allow the IRS a secured status
in bankruptcy.

Effectiveness of the NFTL. Exemptions provided by state law, as set forth in
11 USC 522, are ineffective against the execution and the creation of a NFTL
filed prior to bankruptcy. A valid NFTL filed pre-petition maintains the lien’s ef-
fectiveness against those assets after a discharge is granted.

Secured Amount Cannot Exceed Equity. Even with a valid NFTL on file prior
to bankruptcy, the IRS’s secured amount listed on a proof of claim cannot
exceed the equity in the debtor’s assets, if known. See the following IRM sub-
sections for additional guidance on determining the secured status of the IRS
when filing a proof of claim:

° IRM 5.9.13.19.2, Manual Proofs of Claim and Common Claim Issues,
Classifying Claims, Secured Claim

o IRM 5.9.14.2.9(5), Automated Proofs of Claim (APOC), Period Flags,
Period Flag Conditions and Resolutions, Secured Period Flag

° IRM 5.17.8.14, Legal Reference Guide for Revenue Officers, General
Provisions of Bankruptcy, Secured Claims

AIS-ALS Interface. AlS interfaces with the Automated Lien System (ALS) to
generate copies of NFTLs. Additional NFTL research, if necessary, will be
conducted according to local guidelines.

Proof of Claim and NFTL Copies. If the IRS is a secured creditor in the
bankruptcy case because a valid pre-petition NFTL attaches to the debtor’s
property, a copy of the NFTL must be included as an attachment to the IRS’s
proof of claim. The NFTL is usually available on AIS because of the AIS-ALS
Interface. However, if the NFTL is not available on AIS, it will generally be
available on ALS. (See IRM 5.9.13.4.1(1)e, Manual Proofs of Claim and
Common Claim Issues, Case Resource Materials, Notices of Federal Tax Lien
(NFTL), and IRM 5.9.13.5(2), Claim Forms, Lien Attachment, for additional in-
formation on including a copy of the NFTL with the proof of claim.)
Caseworkers must ensure state or local recording data has been added to the
NFTL. If that information is missing, additional research will be required. See
IRM 5.9.14.2.9(5), Automated Proofs of Claim (APOC), Period Flags, Period
Flag Conditions and Resolutions, Lien Recorded Blank or Greater Than The
Petition Date Flag, for additional information.

Caution: Make sure NFTL copies provided to the bankruptcy court have redacted

Taxpayer ldentification Numbers (TINs). If necessary, manually redact the
TIN. An AIS generated NFTL will be used whenever possible as AIS sys-
temically redacts the TIN.

5.9.5.9
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5.9.5.9.1 (1) NFTL Filed in Violation of the Stay. When FI or CIO identifies that a NFTL
(04-24-2025) was filed in violation of the automatic stay, a withdrawal of the NFTL must be
NFTLs Filed after initiated expeditiously. See IRM 5.9.5.5, for additional information. Corrective
Bankruptcy Filing actions include:

Securing managerial approval to withdraw the NFTL,
Requesting issuance of Form 10916, Withdrawal of Filed Notice of
Federal Tax Lien,

Caution: A Certificate of Release must not be used to withdraw a
NFTL.

Issuing Letter 4026, Notice of Lien Withdrawal, to the taxpayer,

Issuing Letter 4711-1, Withdrawal Decision - Insolvency, to the taxpayer,
Reversing the NFTL filing fees (TC 360) on IDRS, and

Rescission of CDP rights, when appropriate.

Example: A NFTL was recorded one day after the bankruptcy petition date.

Note: See IRM 5.12.9, Federal Tax Liens, Withdrawal of Notice of Federal Tax
Lien, for additional guidance on NFTL withdrawals.

(2) NFTLs After Dismissal and Before an Order Vacating Dismissal. A NFTL
might have been received as filed by the recording office after dismissal of a
bankruptcy case. At a later date, the court will enter an order vacating the
dismissal. In most instances, an order vacating dismissal does not reinstate
the bankruptcy stay. Thus, the filing of the NFTL was not in violation of the
stay when the NFTL was received as filed by the recording office after the
dismissal. The NFTL will not be withdrawn. However, if the order vacating the
dismissal contains language that reinstates the automatic stay, the stay is
usually reinstated on the day the order vacating the dismissal is signed and
entered on the court’s docket. Generally, a withdrawal must only be issued
when the NFTL is recorded after an order is entered vacating dismissal and
the order specifically reinstates the automatic stay. When it is unclear if the
automatic stay is reimposed in a case, or the date of reimposition is unclear,
the case must be referred to Counsel for advice. Referrals are subject to the
tolerances established by local Counsel. See IRM 5.9.17.6.6, Orders Vacating
Dismissal (Reinstatements), for additional information.

(3) Withdrawal of NFTL.© After the Insolvency manager has approved withdrawal
of the NFTL, Insolvency will request that the Centralized Lien Operation (CLO)
process the approved NFTL withdrawal. The withdrawal request can be input
manually to ALS when the Insolvency caseworker has appropriate permissions
on ALS. If not, the withdrawal can be requested by sending Form 13794 -W,
Request for Withdrawal or Partial Withdrawal of Notice of Federal Tax Lien, to
the CLO via secure email. (See IRM 5.12.9.6, Withdrawal of Notice of Federal
Tax Lien, Approving the Withdrawal Request, for additional information.)

(4) Form 10916, Withdrawal of Filed Notice of Federal Tax Lien. The Form
10916 can be generated through ALS or manually prepared by Insolvency.

a. Systemic Generation: When Form 10916 is generated through ALS, the
CIO prints and mails Part 1 of the Form 10916 to the recording office.
The TC 583 and the appropriate definer code (DC) are systemically input
to MF. Correspondence Production Services (CPS) prints Part 2 of the
Form 10916 and mails Part 2 along with the Letter 4026, Notice of Lien
Withdrawal, to the debtor at the most current address of the taxpayer
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5.9.5.9.1.1

(04-24-2025)
Rescinding NFTL CDP
Rights

(6)

7)

(8)

(1)

)

known to ALS. Copies of the documents are not provided to Insolvency
by CLO unless Insolvency requests a copy. Copies are available through
ALS.(See IRM 5.12.9.6.3, Distribution of the Withdrawal Certificate.)

b. Manual Generation: If Insolvency manually prepares Form 10916, Insol-
vency is responsible for mailing the Letter 4026 along with Part 2 of Form
10916 to the debtor. Insolvency is also responsible for manually inputting
the TC 583 with the correct DC to MF.

Notice to NFTL Originator. As a courtesy, if a revenue officer (RO) originated
the NFTL, the Insolvency caseworker requesting the withdrawal will notify the
RO of the NFTL withdrawal. Notification can be through secure email, phone,
or fax. If the NFTL was originated by ACS, Insolvency need not notify ACS of
the withdrawal.

Notice to Creditors. If the debtor submits a written request for copies of the
NFTL withdrawal notice to be forwarded to any creditor or credit reporting
agency, the IRS must comply promptly with the debtor’s request. See IRM
5.12.9.6.4, Notifying Third Parties of Withdrawal, for guidance on processing
the taxpayer’s request to send a copy of the withdrawal form to a third party.

NFTL Fees. When a NFTL is withdrawn because it was filed in violation of the
stay, the NFTL filing fee (TC 360) must be abated. The Insolvency office re-
questing the withdrawal must request abatement of the NFTL filing fee
following their standard procedures for adjustments.

Withdrawal Decision Letter. The Insolvency office approving the withdrawal
of the NFTL must send Letter 4711-1, Withdrawal Decision - Insolvency, to the
debtor or POA when a NFTL is withdrawn. The letter advises the debtor that
the NFTL is being withdrawn and that they will receive a separate copy of the
withdrawal notice. The L4711-l is used to rescind the CDP hearing notice (IRM
5.9.5.9.1.1, Rescinding NFTL CDP Rights). It is also used to deny a request
for withdrawal of a NFTL when the taxpayer is in bankruptcy and the NFTL
does not meet withdrawal criteria.

NFTL CDP Rights. When a NFTL is filed (Form 668 (Y), Letter 3172, Notice of
Federal Tax Lien Filing and Your Rights to a Hearing Under IRC 6320, informs
the taxpayer of their CDP rights regarding the NFTL filing. The letter is sent to
the taxpayer’s last known address within five business days of the NFTL being
filed with the recording office. Under IRC 6320, a taxpayer is entitled to only
one hearing with respect to each tax period identified on a NFTL. Even if the
NFTL is withdrawn, the original CDP lien notice conveying the taxpayer appeal
rights is valid. If a new NFTL is subsequently filed, the IRS will not offer the
taxpayer any additional opportunity to request a CDP hearing for the same tax
period unless the original CDP lien notice has been rescinded. See IRM
5.12.9.6.6, Rescission of CDP Rights for Withdrawals, for additional informa-
tion.

Conditions for Rescinding a CDP Notice. If a NFTL is being withdrawn
because it was filed in violation of the bankruptcy automatic stay, the CDP
notice will be rescinded when the following conditions are met:

a. Within the 30-day period for requesting a CDP hearing, the IRS agrees to
withdraw the NFTL;

b.  The rescission is accomplished by notifying the taxpayer in writing before
the expiration of the time period for requesting a hearing; and
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c. The taxpayer has not requested a CDP hearing.

Determining if the CDP Notice must be Rescinded. Allowing for the filing
and mailing processes, the deadline for the time period to request a hearing
can generally be calculated as 45 days from the TC 582 date. If the withdrawal
is being worked within that time frame, then a decision must be made on the
rescission. Normally, Insolvency becomes aware of NFTL filing in violation of
the stay rather quickly after it occurs. Insolvency can determine if the with-
drawal of the NFTL is within the time period for requesting a CDP hearing and
if a request for hearing has been submitted by:

° Looking at the TC 971 AC 252 date on IDRS. If Insolvency agrees to
withdraw the NFTL within 30 days of that date, it is within the period for
requesting a CDP hearing.

° If the TC 971 AC 252 has not posted, or if between 30-45 days have
passed from the TC 971 AC 252 date, determine the exact deadline by
looking at the Letter 3172 or ALS. If access to ALS or the letter is not
available, contact the CLO and request a facsimile copy of Letter 3172.

Note: The Letter 3172 deadline for requesting a hearing is extended if
the taxpayer is in a combat zone, part of a contingency operation
away from the taxpayer’s permanent duty station, or recuperating
during a qualified hospitalization, plus 180 days. Because the
time period for requesting a hearing is extended, the time period
for rescinding the IRC 6320 notice is also extended. Check IDRS
for any TC 500 that will impact the deadline date. (See IRM
5.1.7.10, Accounts of Taxpayers Who Serve in a Combat Zone.

° Checking IDRS to see if there is a TC 520 cc 76 present on any of the
modules included on the NFTL. If there is a TC 520 cc 76 present, the
taxpayer has submitted a request for a CDP hearing. If there is no TC
520 cc 76, then contact the employee function that requested the NFTL
or check the case history to confirm the taxpayer has not requested a
CDP hearing.

Rescinding the CDP Rights. If the taxpayer submitted a request for a CDP
hearing, the appeal rights cannot be rescinded. If the taxpayer has not
submitted a request for a CDP hearing, and the IRS agreed to withdraw the
NFTL within the 30-day period for the taxpayer to request a CDP hearing, the
CDP rights must be rescinded. To rescind CDP rights, Insolvency must check
the 2nd block on the Letter 4711-1, Withdrawal Decision - Insolvency, when
issued.

Reversal of CDP Indicator on IDRS. When the NFTL withdrawal is generated
through ALS, a TC 583 is systemically input to the NFTL modules on IDRS.
The withdrawal of the NFTL through ALS does not systemically reverse the
CDP notice indicator (TC 971 AC 252) present on NFTL modules on IDRS.
The Insolvency caseworker requesting the NFTL withdrawal must request
reversal of the TC 971 AC 252 through input of a TC 972 AC 252 when the
NFTL is withdrawn and CDP rights are rescinded. A TC 972 AC 252 is not
required if CDP rights are not rescinded.
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5.9.5.9.2 (1)
(04-24-2025)

Refiling Notices of

Federal Tax Lien

(NFTLs)

Timely Refiling of NFTLs. When the statutory period for collection has been
extended or suspended in cases with older secured assessments, Insolvency
caseworkers must make a determination if the Notice of Federal Tax Lien
(NFTL) must be refiled.

a. A window of time exists for refiling NFTLs. That window begins nine
years and 30 days after the date of the assessment and ends 10 years
and 30 days after the date of assessment.

b.  While the secured status of IRS is determined as of the bankruptcy
petition date, refiling the NFTL prevents objections to the claim of IRS
and ensures continuity of the priority established by the original NFTL
filing when the IRS achieved secured creditor status.

c. If there is no possibility that a NFTL will expire prior to all activity related
to a bankruptcy case being completed (both during the bankruptcy and
post-discharge), or if the IRS has no NFTLs for pre-petition periods,
NFTL refiling need not be considered.

d. Each assessment shown on the NFTL has its own refile window. These
windows will overlap. If the total liability including accruals on the assess-
ment(s) within the refile window is de minimis (IRM 5.9.1-1, Glossary of
Common Insolvency Terms), the NFTL will not be refiled. If the total
liability is not de minimis, the NFTL must be refiled for the assessments
within the refile window.

Note: The refiling of a NFTL will not usually be requested in Chapter 13 cases

)

except during the initial case review. See IRM 5.9.10.3.2(8), Processing
Chapter 13 Bankruptcy Cases, Aspects of the Initial Case Review, NFTL
Refile Determinations.

NFTL Refile Criteria. Normally, refiling a NFTL by itself is not considered a
violation of the automatic stay under 11 USC 362 because a lien is not being
created; rather, the lien is being preserved. The following guidance must be
followed in cases where the NFTL refile window is after the initial case review,
during the pendency of the bankruptcy case, or immediately post-discharge:

a. No Equity. If the IRS has not filed a secured claim, the NFTL will not be
refiled unless Insolvency has determined the debtor has exempt,
abandoned, or excluded property (EAEP) that will be pursued for collec-
tion after the discharge.

b.  Amount Remaining on a Secured Claim. Except as provided in (d) below,
if the secured claim has been paid in full, the secured claim will be paid
prior to the expiration of the NFTL, or the amount remaining unpaid is de
minimis, the NFTL will not be refiled. If the secured claim will not be full
paid prior to the expiration of the NFTL (excepting a de minimis
remaining balance due), the NFTL must be refiled.

c. Possible Distribution in Chapter 7 Cases. If a secured claim is filed and
the distribution will most likely be after the NFTL expiration date, the
NFTL must be refiled to prevent objections to the IRS’s secured claim.
However, if Insolvency inadvertently fails to refile the NFTL before distri-
bution, the secured claim of the IRS will remain classified as secured. If
distribution will occur prior to the NFTL expiration date, the NFTL will not
be refiled unless the conditions in (d), below, apply.

d. Dischargeable Periods. If the IRS is actively pursuing collection against
exempt, abandoned, or excluded property (EAEP) after the discharge,
and collection will extend beyond the NFTL expiration date, the NFTL
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must be refiled. A follow-up date must be input on AIS to coincide with
the NFTL refile window to ensure the NFTL is refiled prior to expiration.

Note: A NFTL must be refiled if there has been a referral to Counsel for the taxes

)

underlying the lien, unless Counsel agrees otherwise.

Insolvency NFTL Refile Reviews. NFTL refile determinations must be made
on all Chapter 7 Asset, Chapter 7 No Asset Large Dollar, Chapter 11, Chapter
12, and Chapter 13 bankruptcy cases during initial case reviews. For additional
information on NFTL refiling determinations in bankruptcy cases, see the
following IRM references:

° IRM 5.9.6.11.1(3)(f), Aspects of the Initial Case Review in the Large
Dollar 7NA Case

° IRM 5.9.6.11.2(3)(f), Aspects of the Initial Case Review in the 7A Indi-
vidual Case, NFTL Refile Determinations

o IRM 5.9.6.11.3(3), Aspects of the Initial Case Review of the 7A Business
Case

o IRM 5.9.8.4.2(10), Aspects of the Initial Case Review in the Chapter 11
Case, NFTL Refile and Adequate Protection

° IRM 5.9.9.3.2(5), Processing Chapter 12 Bankruptcy Cases, Aspects of
the Initial Case Review, Notice of Federal Tax Lien (NFTL) Refile Deter-
minations

° IRM 5.9.10.3.2(8), Initial Case Review for Chapter 13 Bankruptcy,
Aspects of the Initial Case Review, NFTL Refile Determinations

° IRM 5.9.17.5.3, Exempt, Abandoned or Excluded Property (EAEP), Ad-
dressing Lien Issues

The following list summarizes when additional NFTL refile reviews must be conducted:

Chapter 7 Asset Distributions. NFTL refile reviews must occur the earlier of the notification of the
discharge by the court or the NFTL refile window. If a NFTL refile is needed at a future date to protect
the IRS’s secured status, a follow-up date must be input on AIS to coincide with the refile window. The
caseworker must ensure that the NFTL is refiled prior to expiration.

Chapter 11 and Chapter 12 Cases. NFTL refile reviews must be conducted during the refile window
time frame. The caseworker must schedule a follow-up to ensure the NFTL is refiled prior to expiration.

Exempt, Abandoned, or Excluded Property (EAEP). NFTL refile reviews must be conducted during the
initial case review by the FI caseworker when the case is being reviewed for collection potential from
EAEP. If a NFTL refile is needed, a follow-up date must be input on AIS to coincide with the refile
window to ensure the NFTL is refiled prior to expiration.

(4)

ALS Actions. After Insolvency has determined that a NFTL must be refiled,
the NFTL refile request must be input on ALS by the operation (CIO or Fl) that
identifies the NFTL refile requirement. Unique circumstances will arise when a
NFTL refile is in the best interest of the government and refiling is not covered
by the information in paragraph (2) above. Caseworkers will refile NFTLs in
those cases after receiving managerial approval.

Documentation. When Insolvency caseworkers complete a NFTL refile review,
they must document the AIS history with findings of that review and annotate
all actions taken when refiling a NFTL. Such documentation will become
important if issues later arise concerning the IRS’s secured claim, NFTL refiling
issues, and possible ensuing litigation.
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5.9.5.9.3 (1) Notice of Federal Tax Lien (NFTL) Filing by Field Insolvency (Fl).
(11-01-2022) Generally, Field Insolvency (FI) will make NFTL filing decisions on the specific
Notice of Federal Tax cases in the bullet list below following the instructions in IRM 5.12.2.3, Notice
Lien (NFTL) Filing by of Federal Tax Lien Filing Determination (Pre-filing Considerations), IRM
Insolvency 5.12.2.3.1.1, Affordable Care Act’s (ACA) Shared Responsibility Payment

(SRP) Exception, and IRM 5.12.2.4, Determination Criteria for Do-Not-File or

file a NFTL in:

° Dismissed cases (IRM 5.9.17.6.7, NFTL Filing Determinations after
Dismissal).

° Chapter 12 cases of individuals (IRM 5.9.9.10.3(8), Post-petition Liabili-
ties in Chapter 12 — Individual Cases, Notice of Federal Tax Lien
(NFTL)).

o Chapter 11 cases of individuals who filed bankruptcy pre-BAPCPA and
cases of entities other than individuals who filed Chapter 11 at any time.
(IRM 5.9.8.19.4.1(1)), Post-Confirmation Tax Liabilities of the Non-
individual Debtor or Individual Debtor (Pre-BAPCPA), Tax Debts Arising
After Confirmation). Generally, a NFTL will not be filed for post-
confirmation liabilities prior to discharge in the individual bankruptcy
case filed post-BAPCPA without consulting Counsel first. (IRM
5.9.8.19.4.2(3)(c), Post-Confirmation Tax Liabilities of the Individual
Debtor (Post-BAPCPA), Collection Considerations, Notice of Federal Tax
Lien (NFTL))

° When a single member disregarded entity LLC files bankruptcy and the
single member is not in bankruptcy. This requirement will generally
apply to employment tax liabilities incurred for periods prior to January
1, 2009, and to excise tax liabilities incurred for periods prior to January
1, 2008, where the single member is liable for such tax liabilities of the
LLC. (IRM 5.9.17.12.1, Single Member Disregarded Entity LLCs)

Reminder: While a NFTL cannot by law be filed on Shared Responsibility
Payment (SRP) liabilities, the SRP liability amounts are taken into con-
sideration when determining if the aggregate UBA meets the NFTL filing
threshold. See IRM 5.12.2.6.1, ACA Shared Responsibility Consider-
ations When filing NFTL. NFTLs can be filed on Employer Shared
Responsibility Payment (ESRP) liabilities assessed on IDRS under MFT
43. See IRM 5.12.2.6.1, ACA Shared Responsibility Considerations
When filing NFTL.

(2) NFTL Filing Considerations. In all NFTL filing situations, FI caseworkers
must:

° Ensure contact with the taxpayer meeting the criteria in IRM 5.12.2.2,
Taxpayer Contact, has been completed. Then, follow the instructions in
IRM 5.12.2.3, Notice of Federal Tax Lien Filing Determination (Pre-filing
Considerations), through IRM 5.12.2.3.2, Determination Requirements.
Caseworkers will still wish to contact the debtor to request full payment
and warn of the possible filing of a NFTL in an attempt to resolve the
case without the need to file the NFTL.

o Verify that the automatic stay is not in effect for the periods included on
the NFTL.
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o Verify that the periods included on the NFTL are not otherwise included
in a confirmed plan and that the plan does not prohibit taking any col-
lection actions on the periods included.

° Determine whether or not a sound business reason exists to justify filing
a NFTL.

o Document the AIS history explaining the decision to file, or to refrain
from filing, a NFTL; as well as, a description of all NFTL filing actions
taken.

Note: If the tax debts are in litigation or have been referred to Counsel, consult

5.9.5.10 (1)
(04-24-2025)

Adjusting Bankruptcy
Accounts

with Counsel prior to filing a NFTL.

Centralized Insolvency Operation (CIO). CIO caseworkers will input adjust-
ments on-line for accounts in their inventory when abatements are needed
during the discharge process. CIO management is responsible for ensuring
requisite review procedures are in place for on-line adjustments made by their
employees. An exception is the request to transfer a case to non-master file
(NMF) or to make adjustments to accounts already on NMF. CIO caseworkers
will submit the appropriate documents, Form 12810, Account Transfer
Checklist, or Form 1331-B, Notice of Adjustment, for these type adjustments.
CIlO does not input adjustments to NMF. CIO does not make tax account ad-
justments for any returns received (including amended returns). The original or
amended returns are forwarded to the appropriate function for processing. Ad-
ditionally, CIO does not make any account adjustments for other functions that
are not associated with the discharge process. Those adjustments are
completed by the function responsible for the adjustment. CIO will contact the
area involved to make the adjustments to their case before CIO works the
bankruptcy discharge. Contacts are found on SERP for AM, Entity, Statutes,
AUR, etc.

Example: The debtor responded to an unagreed deficiency notice issued by AUR.

The response will result in a tax increase. Upon receipt of the discharge,
CIO will contact AUR to make the required adjustment. CIO will make
the bankruptcy discharge adjustments after the AUR adjustments have
been completed.

Note: CIO routes adjustment documents prepared on accounts involving identity

theft per IRM 5.9.5.12.1.3, Routing Form 3870 to Adjust Identity Theft (IDT)
Accounts.

Field Insolvency (FI). With the exception of simple account adjustments; such
as, input of TC 52Xs, FI prepares and routes adjustment request documents to
the appropriate function. This includes sending amended returns to the appro-
priate function for processing. It includes sending adjustment request on Exam,
AUR, or SFR/ASFR deficiencies to the appropriate reconsideration function.
Then, FI monitors the requests for posting to IDRS, when cases are assigned
to Fl inventories. FI sends requests for adjustments on cases assigned to
CIO to the CIO by fax, secure email, or overnight mail.

Reminder: Fl| caseworkers will not be working any aspect of a case not assigned

to them. UNAX prohibits access of a taxpayer record unless required to
complete official IRS duties as assigned by management. Cases and
duties assigned to CIO and FI are in accordance to management direc-
tives. For additional information on access of taxpayer records, see
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IRM 10.5.5.3(8), Privacy and Information Protection, Servicewide Roles
and Responsibilities for Administering the IRS UNAX Program.

Note: With the exception of trust fund recovery penalty (TFRP) adjustments, and
adjustments to accounts due to identity theft (IDT), FI caseworkers send
most adjustment documents to Collection Centralized Case Processing
(CCP). When possible, FI must send adjustment documents to CCP via
secure email to *SBSE ccpinslv. If the adjustment documents cannot be sent
via secure email, the documents will be mailed to: IRS - Collection Central-
ized Case Processing Mail Stop 5-E04.114 2970 Market St. Philadelphia, PA

Note:

©)

19104

TFRP adjustments on assigned FI cases will be routed to the CEASO

function per local guidelines. Adjustments on accounts due to IDT are routed

per IRM 5.9.5.12.1.3.

Adjustment Documents. Adjustment forms and their uses are outlined in the

table below.

Form

Purpose

Form 3870, Request for Ad-
justment

All adjustments and abatements. If a Transaction Code (TC) 470 cc 90
is requested, item 29 must be completed.

Form 4844, Request for
Terminal Action, or Form
3177, Notice of Action for
Entry on Master File

Note: These forms are inter-
changeable for master file
adjustments.

Form 3177 is used for NMF
adjustments.

* TC 470 cc 90, if the adjustment will fully satisfy the tax period.

* TC 470 STAUP 89 for a non-master file period, if adjustment fully
satisfies the tax period.

* TC 59X cc XX for TDI/Del Ret closures.

* TC 971 AC 031 for full abatement due to bankruptcy.

* TC 971 AC 0383 for partial abatement due to bankruptcy (must be ac-
companied by a Form 3870).

* TC 550 for NMF CSED extensions or for CSED extensions on
modules kept open after discharge due to lien retained and collection
potential from EAEP (IRM 5.9.17.5.3(13), Addressing Lien Issues,
CSEDs and Refiles).

Form 2424, Account Adjust-
ment Voucher

Required for credit transfers.

Form 12810, Account
Transfer Request Checklist

Transfer to non-master file.

Form 2363, Master File Entity
Change

To correct entity information.

Form 1331-B, Notice of Ad-
justment

Non-master file adjustments.

Form 4446, Payment Tracer
Research Record

Used to trace payments when a payment cannot be located and the
taxpayer has submitted a cancelled check or other evidence that the
payment was made.
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5.9.5.11 (1) Reassignment to CIO. Chapter 7 case assignments and the transfer of cases
(04-24-2025) is discussed in detail in IRM 5.9.6.10, Chapter 7 Case Assignments, and sub-
Transferring Cases sections. The transfer of Chapter 13 cases from Fl to CIO is discussed in IRM

5.9.10.6, Transfer of Chapter 13 Cases from Field Insolvency (FI) to the Cen-
tralized Insolvency Operation. Generally, cases will be transferred from Fl to
CIO when the criteria listed below is met:

a.

Chapter 7 Asset Non-Individual Cases — Generally, the Chapter 7 Asset
case filed by a business that is not a partnership entity is transferred to
the CIO once the initial case review has been completed, all proofs of
claim have been acknowledged, and there are no issues that require the
case to remain in Fl. (In addition to the IRMs listed above, see IRM
5.9.17.2(4), Closing a Bankruptcy Case, Overview, Chapter 7 Asset
Closures; IRM 5.9.17.12, Closing Corporate Chapter 7 and Chapter 7
Limited Liability Companies (LLCs); and IRM 5.9.17.12.1, Chapter 7
Single Member Disregarded Entity LLCs, for additional information.)
Chapter 7 Asset Individual Cases — Like the Chapter 7 Asset case filed
by a business, the Chapter 7 Asset case filed by an individual or joint
debtor is generally transferred to the CIO once the initial case review has
been completed, all proofs of claim have been acknowledged, and there
are no issues that require the case to remain in Fl. However, if the debtor
is an individual or joint debtor, and there was a prior bankruptcy(cies)
dismissed within one year of the current bankruptcy petition date, FI must
determine if the automatic stay has been extended or went into place in
the current case prior to transfer. (See IRM 5.9.5.7(7), Serial Filers, Case
Assignments, for additional information.) For information regarding
transfer of the Chapter 7 Asset individual case prior to dismissal or
discharge, see IRM 5.9.17.10(6), Transfer of the Individual or Joint
Chapter 7A Case to the CIO Prior to Dismissal or Discharge. See IRM
5.9.17.10(7), Transfer of the Individual or Joint 7A Case to the CIO After
Discharge, for information regarding the transfer of the Chapter 7 Asset
individual case after discharge.

Large Dollar Chapter 7 No Asset Individual Cases — After FI completes
an exempt, abandoned, or excluded property (EAEP) review, FI will
transfer the case back to the CIO once the FI caseworker has deter-
mined that there is no fraud or willful evasion and that there is no
collection potential from EAEP. If the taxes are excepted from discharge
due to the willful evasion or fraud exception to discharge, the case can
be transferred to CIO once the exception to discharge is noted in the AIS
history. If there is collection potential from EAEP after the discharge, the
case must remain in FI until discharge and FI has completed all collection
actions on the EAEP. (See IRM 5.9.17.5, Exempt, Abandoned or
Excluded Property (EAEP), through IRM 5.9.17.5.4.1, Thrift Savings Plan
(TSP), for additional information.)

Chapter 13 Cases — Chapter 13 cases are transferred from Fl to CIO
once the initial case review has been completed, all proofs of claim have
been acknowledged, and there are no issues that require the case to
remain in Fl. If the debtor had a prior bankruptcy(cies) dismissed within
one year of the current bankruptcy petition date, the case must remain in
FI until FI determines if there is an order extending the stay in the case.
If there is an order extending the stay, Fl can transfer the case to the
CIO after they have documented the AIS history with the determination
that the stay has been extended and that no TC 520 reversals or new TC
520s are needed. If there is no order extending the stay, the case must
remain in FI until the Chapter 13 plan is confirmed. At confirmation, FI
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will input necessary TC 520s and follow confirmation actions in IRM
5.9.10.6.1(2), Field Insolvency (FI) Actions Prior to Case Transfer, Older
Cases, before transferring the case to CIO. (See IRM 5.9.5.7, Serial
Filers, through IRM 5.9.5.7.1, Systemic Identification in Serial Filer
Cases, for additional information regarding serial filers.)

e. All Chapters — There are two instances when CIO takes actions on a
case for Fl, regardless of the chapter, which allow the transfer of the
case from Fl to CIO: a) Manual MFT 31 and/or MFT 65 mirroring or
transfer to non-master file is required at the close of the case — FI
transfers the case to CIO for manual mirroring or non-master file creation
when needed as a case closing action. Once completed, CIO transfers
the case back to the FI caseworker that requested the manual mirroring
or non-master file creation for subsequent actions. (See IRM 5.9.17.22,
Adjustment Methods for Discharged Liabilities, through IRM 5.9.17.22.6,
MFT 31 Splits, and IRM 5.9.17.23, Mirrored and Non-master File
Modules.) When a case is assigned to Fl and “up-front” mirroring is
needed because Exam, Appeals, AUR, etc. requests mirroring before the
case is dismissed, discharged, or otherwise closed by the court, FI sends
a request for “up-front” mirroring to the *CIO Issues mailbox on Outlook
to request mirroring by the CIO. The case is not transferred from Fl to
CIO. (For additional information on up-front mirroring, see IRM 5.9.4.4,
Examination and Insolvency, and subsections.) b) Prior installment agree-
ments requiring certain actions at closure — When FI addresses a prior
IA at case closure and an IA letter must be issued, a TC 590 or TC 595
needs to be input, or an installment agreement requires reinstatement
input to IDRS, FI transfers the case to CIO. CIO takes the necessary
action. (See IRM 5.9.17.24, Addressing Prior Installment Agreements
When Closing a Case, through IRM 5.9.17.24.1, Installment Agreement
Letters Used During Case Closure, and IRM 5.9.17-2, Regular Install-
ment Agreement Reinstatements, through IRM 5.9.17-5, Installment
Agreement Cannot Be Reinstated, for additional information.)

Before transferring a case to CIO, the Fl caseworker must ensure:

Confirmed Plan Monitoring (CPM) screens are properly loaded and verified. (See Exhibit 5.9.5-2 and
Document 13219, Automated Insolvency System (AIS) User Guide, for additional information.)

Referral or Ol screens are closed.

Follow-up dates are removed.

The court has acknowledged the receipt of all claims submitted by the IRS and acknowledgement dates
have been input on AlS, if applicable.

An AIS ****SUMMARY HISTORY***** has been added in the case. (See IRM 5.9.5.4.2, Summary
Histories, through IRM 5.9.5.4.4, Chapter 7 Summary Histories.)

Case classifications have been added to AIS to alert CIO of actions that must be addressed during case
closure or to alert CIO to situations that must be addressed during the pendency of the bankruptcy
case, when applicable. (See IRM 5.9.5.4.1, Case Classifications, for additional information.)

Note: No paper files will be sent to CIO.

(2) Reassignment to Field Insolvency (FlI). When a case is transferred to Fl, the
assigned caseworker will receive an electronic mail notification from AIS via
Microsoft Outlook email. The caseworker must review the case within five
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calendar days of receipt from the CIO to determine the issue requiring action
and the acceptable time frame to address the issue. The BOE No Follow-Up
Report must be used by caseworkers to address reassignment from CIO. This
report must be generated and checked by caseworkers at least weekly. The
Tech Review No Follow-Up Report must be worked side-by-side with the Bar
Date Report. The cases listed in the Tech Review No Follow-Up Report that
are not listed in the Bar Date Report usually are cases reassigned by CIO (see
IRM 1.4.51-10, Guide for Tech Review Follow-Up Report (CIO)). Some issues
will require immediate actions. Some reassignment issues will allow the case-

worker to schedule a follow-up to take the initial action to resolve the case
issue. Caseworkers must adhere to the time frames established in the

following table:

If the case is reassigned to Field Insolvency
(FI) by the Centralized Insolvency Operation
(CIO) to...

Then, the initial case action must be taken no
later than...

Address issues requiring telephone contact
to taxpayers, representatives, or internal
customers (for example, calls concerning
complex issues not handled by CIO, injured
spouse matters, TAS matters, or calls con-
cerning post-petition liabilities); or,

Address cases assigned to FI by the CIO to
work a Taxpayer Assistance Order (TAO) on
a complex case issue; or,

Schedule attendance at a 341 for the CIO
(particularly to question debtors about TIN
validity); or,

Take action to establish entities on IDRS to
allow the posting of payments that have
been received and appear on the Campus
Support error reports; or,

Take action to resolve overpayments or
balance dues as a result of trustee or non-
debtor payments; or,

Take appropriate action on LTS “After
Petition” transcripts that cannot be resolved
by the CIO; or,

Take action to resolve an open TDI/Del Ret
that is preventing CIO from addressing a
prior installment agreement during case
closure. (IRM 5.9.17.24.2, Reinstating the 1A
when All Modules Except a SRP Liability
were Included in the Prior IA, and IRM
5.9.17-4, Procedures for Reinstating an In-
stallment Agreement (IA) with an Open TDI
(Del Ret))

Five calendar days from receipt of the electronic
notification from AIS via Microsoft Outlook email.
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If the case is reassigned to Field Insolvency
(FI) by the Centralized Insolvency Operation
(CIO) to...

Then, the initial case action must be taken no
later than...

Take action to address credit offset issues
that meet the criteria for a referral to
Counsel; or,

Address “new assessment” cases that will
require an amended proof of claim; or,
Resolve payment posting errors caused
when the case has been dismissed and
closed; or,

Resolve “other” payment posting errors that
cannot be resolved by the CIO; or,

Address LTS “credit balance” and “other
credit balance” reports; or

Conduct research on an account that CIO
cannot mirror because the secondary
spouse is deceased and CIO needs to know
if a NMF account needs to be established
(IRM 5.9.17.22.3, Decedent Secondary
Spouse); or,

Take action on a DDR generated by the
Automated Discharge System (ADS) for
exempt, abandoned, or excluded property
that has not been worked previously; or, that
has unclear or incomplete history documen-
tation that does not provide sufficient
information for the CIO to work the DDR; or,
Address Chapter 7 No Asset cases with
complex issues (other than cases reas-
signed per the large dollar 7 No Asset
process).

Note: The acceptable time frames for Fl to
make collection determinations
regarding collection from EAEP are
found in IRM 5.9.6.11.1(2), Initial
Case Review of Large Dollar 7 No
Asset (7NA) Reassignments by Fl,
Time Frame for Completion of the
Initial Case Review in the Large
Dollar 7NA Case, and IRM
5.9.17.5.3(5), Exempt, Abandoned or
Excluded Property (EAEP), Address-
ing Lien Issues, Time Frames.

15 calendar days from receipt of the electronic no-
tification from AIS via Microsoft Outlook email.
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1305 claim; or,

history: or

guidance.

If the case is reassigned to Field Insolvency Then, the initial case action must be taken no
(FI) by the Centralized Insolvency Operation later than...

(CIO) to...

o Address Chapter 13 post-petition assess- 30 calendar days from receipt of the electronic no-

determined by the Director, SCI; or,
° Address a DDR on the dischargeability of a

° Address the ADS DDR for willful failure to
pay that has not been addressed in the AIS

o Take appropriate action on Litigation Tran-
script System (LTS) “All Other Transaction
Code (TC) 846 Found” transcripts that
cannot be resolved by the Centralized Insol-
vency Operation (CIO). See IRM
5.9.16.2.4(4), All Other TC 846 Found, for

tification from AIS via Microsoft Outlook email.

5.9.5.12 (1)
(04-24-2025)

Identity Theft (IDT) -
Introduction

Servicewide Policy. As with any other taxpayer, a debtor in bankruptcy will be
a victim of identity theft (IDT) or Return Preparer Fraud or Misconduct (RPM)
that adversely affects their tax liability. The caseworker must determine if the
debtor is a victim of IDT or RPM. Generally, when the taxpayer used a
preparer in a previous year, or visited the preparer but decided to go
elsewhere to have the return prepared, and did not authorize a return to be
prepared for the year in question, this is not RPM. It is identity theft. (IRM
5.9.5.12.2, Return Preparer Fraud or Misconduct (RPM), contains additional
information on return preparer fraud.) In addition to the guidance in this IRM,
caseworkers must review the following IRM(s) when working a bankruptcy
case and the debtor will be a victim of identity theft (IDT):

o IRM 25.23, Identity Protection and Victim Assistance, used by all
divisions, functional units, employees, and contractors within the IRS
working identity theft cases.

° IRM 5.1.28, Field Collection Procedures, Identity Theft for Collection
Employees, for revenue officers and all caseworkers in SB/SE Collec-
tion who work cases involving IDT.

Identity Theft (IDT) Information Available to Taxpayers/Debtors. The IRS
has an aggressive strategy in the prevention and detection of identity theft
(IDT) and in providing assistance to taxpayers who are victims of IDT. Informa-
tion on IDT is available to taxpayers on the Identity Theft Central home page at
https://www.irs.gov/Individuals/Identity-Protection. The Pub 5027, Identity Theft
Information for Taxpayers, is also available to taxpayers/debtors with informa-
tion on IDT.

Debtor Interaction. When dealing with a debtor that has experienced identity
theft, handle the contact with sensitivity and understanding. The debtor is
already a victim, either emotionally and/or financially. Treat them with courtesy
and educate them about how to protect themselves and where they can find
additional information. Advise them to do the following:
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5.9.5.12.1

(04-24-2025)
Insolvency
Responsibilities When
Identity Theft (IDT)
Issues are Present in a
Bankruptcy Case

(4)

(1)

)

° Contact the Federal Trade Commission (FTC) Identity Theft Hot line;

o Contact the Social Security Administration;

o File a report with their local or state police;

° Contact their state Attorney General’s office;

° Contact one of the three major credit bureaus: Equifax, Experian, or
Transunion;

° File Form 14039, Identity Theft Affidavit, with the IRS; and

° Advise them that IRS has additional information available to them in

Pub 5027, Identity Theft Information for Taxpayers.

Contact When the Taxpayer is Not in Bankruptcy. You will be contacted by
a taxpayer who is not in bankruptcy but is a victim of identity theft. Whether
the taxpayer is a victim of tax-related IDT or non tax-related IDT, refer the
taxpayer to the Identity Protection Specialized Unit (IPSU) at 1-800-908-4490.

Bankruptcy Functional Responsibilities. Other operations within the IRS
have been advised to contact the CIO when they are advised of an identity
theft issue on a case that is currently in bankruptcy. CIO caseworkers handle
IDT issues for Chapter 7 No Asset cases assigned to their inventory. The CIO
will direct all other identity theft issues to FI offices. The FI offices where the
cases are assigned are responsible for proper resolution of the identity theft
claims. If an IDT issue arises on a Chapter 13 or a Chapter 7 Asset case while
the case is assigned to the CIO, the case will be reassigned to Fl for resolu-
tion.

Insolvency Actions. Insolvency will encounter unique situations when the
taxpayer is in bankruptcy. Actions taken on the Insolvency case will depend on
whether or not there is a balance due on the debtor’s account or if the account
in question had a refund or credit balance. Working possible identity theft
cases, caseworkers will:

If Then
The debtor alleges that they are a victim of ° Check internal sources to determine if the
Identity Theft (IDT) and internal review supports debtor previously submitted an IDT claim
potential IDT: ° Review IDRS and determine if the
following exist: TC 971 AC 501/506 or TC
971 AC 522
o Common internal sources for research -
ACCURINT, IRPTR, PACER (petition,
Statement of Financial Affairs (SOFA),
Bankruptcy Schedules)
° Source Code INCOME, MULTFL,
INCMUL, NOFR, NODCRQ OR OTHER
° If none of the above bullets are appli-
cable, please refer to bullets listed directly
below
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If Then

Caseworker is unable to identity theft with
internal resources.

Request identity theft substantiation.
Examples to secure:

Form 14039-B for businesses

Identity Theft Affidavit or

Police Report

Provide deadline to provide the documen-
tation (no more than 30 days to provide)

Note: Please refer to IRM 5.9.5.12.1.1 for
a more detailed explanation.

. IRM 5.1.28.7, Making an Identity Theft
Determination, and subsections

° Step 4 of the chart in IRM 5.1.28.8.2, Indi-
vidual Taxpayer Alleges Identity Theft

° IRM 5.1.28.13.2, Research to Substantiate
BMF Identity Theft

° IRM 25.23.2.2, Identity Theft - Overview

° IRM 25.23.2.2.2, Priority Handling of
Identity Theft Cases

o IRM 25.23.9.5, Identity Theft Case
Building - Business Master File (BMF)

Caseworker determines identity theft has o Determine if the Trustee or debtor’s
occurred. attorney filed an objection to the claim or
a motion to determine tax liability
o If the tax period involving IDT issues is

listed on the claim or is being considered
as part of the motion to determine tax
liability, do not work the IDT issue
without first coordinating with Counsel.
Coordination with Counsel is required as
the IDT issue is already being raised in a
court proceeding.

° Input TC520 cc 81 to the refund module
on IDRS

° Write in the AIS history in all capital letters
- POTENTIAL IDT CASE. DO NOT ISSUE
REFUND ON 30/20XX12.

° Add an “Iden Theft” case classification to
the classification screen on AIS to alert
users of the AIS system that there is an
open IDT issue in the case.
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If Then
Adjustment is needed. ° request for adjustment using Form 3870
to correct the victim’s account
° Enter “Identity Theft” in item 11, Reason
for Adjustment
o A nullity or fraudulent filing is a returns

that was not filed by the SSN owner. If the
assessment is based on a fraudulent
return, notate on the Form 3870 that it will
be treated as a nullity. For more informa-
tion on nullity returns, see IRM
25.23.4.8.2, Streamline Identity Theft
(IDT) Case Identification and Processing

° Include specific instructions on actions
needed to correct the account.
° If the taxpayer has been assessed a

frivolous return penalty under IRC 6702
based on the return filed under the tax-
payer’'s SSN by an identity thief, notate on
Form 3870 to abate the frivolous return
penalty. The penalty can be identified by
MFT 55 with penalty reference code 543.
The tax period must be the same as the
identity theft return.

o Indicate on Form 3870 if contact is
needed when the adjustment is
completed.

° Form 3870 request for adjustment with

“Expedite” at the top with any supporting
documentation to any of the following:
*TS CCS DITAor
855-786-6575(fax) or

o Internal Revenue Service, DITA Mail Stop
4-J30-151, 2970 Market Street, Philadel-
phia, PA 19104

° Do not attach IDRS prints
Incomplete referrals will not be processed
Prepare and file a proof of claim (POC)
with the Court that reflects the correct in-
formation with the omission of the IDT
information, if applicable

o Set a follow up for POC acknowledgement
and second follow up for 45 to monitor for
adjustment
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If Then
Additional Actions that will be needed: If the debtor’'s account had a balance due

because of an IDT return, the caseworker will

need to:

° Amend the proof of claim so that it reflects
the debtor’s correct liability as a result of
the IDT investigation. The liability could be
increased or decreased, depending upon
the result of the investigation.

° If the amendment will increase the amount
of tax the debtor must pay, consult with
Counsel before proceeding.

o If an objection to claim or motion to
determine tax liability is pending, consult
with Counsel before amending the claim.

o Determine if the IRS received any
payments on the proof of claim for a
liability resulting from IDT. If there are no
outstanding tax liabilities, the bankruptcy
payments applied to the IDT liability must
be returned to the bankruptcy estate.

o If there are remaining liabilities, the case-
worker will consult with Counsel to
determine whether the payments will be
applied to those liabilities, returned to the
bankruptcy estate, or refunded to the
debtor.

o Document all actions in the AIS history.

If the return prepared by an ID thief resulted in a

refund return, and the refund was manually

issued to the debtor or issued to the bankruptcy
trustee due to a trustee refund turnover order

(both are generally detected by the presence of

a TC 840 on IDRS), the caseworker will ask the

debtor or trustee to return the erroneous refund

to the IRS.

° Upon receipt of the refund check, post the
refund check using Form 3913, Acknowl-
edgement of Return Refund Check. If the
refund check was negotiated by the
trustee or debtor, and a replacement
check is received from the trustee or
debtor, post the replacement check using
Form 3244, Payment Posting Voucher.
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Then

o If the money is not returned to the IRS,
consider referring the case to Counsel to
request lifting of the stay to pursue collec-
tion of the erroneous refund. The IRS will
recover the erroneous refund by:

a) An erroneous refund suit authorized by
IRC 6405, subject to the refund referral

b) Common law right to offset (Category D
erroneous refund) - within two years from
the date that the refund was sent out.

° When the refund cannot be recovered, the
debtor’s account is corrected and no
further action is taken.

If the refund on the IDT return offset to another

tax debt owed to the IRS by the debtor, request

transfer of credit from that module back to the

IDT module. Once the credit transfer posts to

IDRS, prepare and submit Form 3870 to DITA

with instructions to remove the transactions from

the IDT return from the debtor’s account. There
must be no balance due on the IDT victim’s
account after DITA properly adjusts the account.

Any refunds offset through the Treasury Offset

Program (TOP) will be recovered through the

TOP reversal process so no other remedies

need be pursued.

See the following subsections and cross-

references within the subsections for additional

information:

° IRM 5.1.28.12, Erroneous ldentity Theft
Refund Issued to Victim

° IRM 5.1.8.8.1, Recovery of Unassessable
Erroneous Refunds, and subsections

° IRM 21.4.5.12, How to Repay an
Erroneous Refund or Return an Erroneous
Refund Check or Direct Deposit

Note: See also IRM 5.9.5.12.1.2, for adjustment procedures.

Note: See also Exhibit 5.9.5-7, Exhibit 5.9.5-8, and Exhibit 5.9.5-9 of this IRM for
transaction code procedures as it relates to identity theft (IDT).

(3) Consultation with Counsel. Before attempting to resolve an IDT issue,
determine if the trustee or debtor’s attorney filed an objection to the claim or a
motion to determine tax liability. If the tax period involving the IDT issue is
listed on the claim, or is being considered as part of the motion to determine
tax liability, do not work the IDT issue without first coordinating with Counsel.
Coordination with Counsel is required as the IDT issue is already being raised
in a court proceeding.

5.9.5.12.1
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(4)

5.9.5.12.1.1 (1)
(04-24-2025)

Identity Theft (IDT)
Substantiation

Referral to Taxpayer Advocate Service (TAS). In cases where the IDT issue
is being litigated in the bankruptcy court, it is not appropriate to refer the case
to TAS. TAS has no authority to intervene in the litigation. However, taxpayers
have a right to a fair and just tax system which means they have the right to
seek TAS assistance if they are experiencing financial difficulty or if the IRS
has not resolved their tax issues properly and timely through its normal
channels. Therefore, in all other cases, consider whether the taxpayer will be
referred to TAS. If the taxpayer is experiencing a financial hardship under TAS
criteria 1 - 4 due to a tax-related IDT issue, prepare and submit Form 911,
Request for Taxpayer Advocate Service Assistance (And Application for
Taxpayer Assistance Order). Or, the taxpayer will contact TAS directly. (See
IRM 13.1.7.2.1, TAS Case Criteria 1—4, Economic Burden.) If the taxpayer
meets TAS criteria 5 - 7, refer the case to TAS pursuant to IRM 13.1.7.2.2,
TAS Case Criteria 5 — 7, Systemic Burden. Systemic burden cases are those
for which an IRS process, system, or procedure has failed to operate as
intended, and as a result the IRS has failed to timely respond or resolve a
taxpayer issue. In either instance, if the taxpayer requests to contact TAS
directly, advise the taxpayer to call (877) 777-4778, toll-free, or go to https.//
www.taxpayeradvocate.irs.gov/.

AIS History. In all instances, the caseworker must document the AlS history
with all actions taken in the IDT case. Additionally, caseworkers must open an
“Iden Theft” case classification on AIS. The case classification must remain
open until the IDT issue is resolved.

General Information. Identity theft (IDT) substantiation/document require-
ments depend on whether the debtor is a victim of IMF or BMF identity theft.
Documentation requested by Insolvency caseworkers is the same documenta-
tion requested by all IRS employees in possible IDT cases. As in other cases,
when documentation is required, ask the debtor to submit the documentation
within 30 days. If the case is assigned to Fl, or the responsibility of Fl, the
debtor will be directed to submit the IDT documentation to the FI caseworker. If
the case is a Chapter 7 No Asset case, and assigned to the CIO, the debtor
must be directed to submit the IDT substantiation via fax to the CIO at (855)
235-6787. The debtor will also mail the IDT substantiation to the CIO via U.S.
Mail to:

Note: Internal Revenue Service Centralized Insolvency Operation P.O. Box 7346

(2)

Philadelphia, PA 19101-7346

IMF Identity Theft (IDT) Documentation. Debtors or third parties, such as the
bankruptcy attorney or bankruptcy trustee, will notify IRS when they believe the
debtor will be a victim of IDT. In these instances, ask the debtor for authentica-
tion of identity as evidence of IDT, if documentation was not previously
submitted for the incident. Documentation for an event is good for three years
from the date IRS received and processed the documentation for any year in
which IDT occurred. If the debtor says they have already submitted the IDT
documentation, and the IDT indicator codes are not present on IDRS, the
documentation might have been scanned into the Correspondence Imaging
System (CIS) viewable on the Document Viewers on the Accounts Manage-
ment System (AMS). IRS can accept substantiation from the debtor or
someone who has power of attorney for the debtor. If IDT documentation is
required, request:

Cat. No. 39961W (04-24-2025)
Any line marked with a #
is for Official Use Only

Internal Revenue Manual 5.9.5.12.1.1


https://taxpayeradvocate.irs.gov/
https://taxpayeradvocate.irs.gov/

page 64

5.9 Bankruptcy and Other Insolvencies

b.

Authentication of Identity - Secure a copy of a valid U.S. federal or
state government issued form of identification to authenticate identity
(i.e., driver’s license, state identification card, Social Security Card,
passport, etc.).

Note: The following link provides a list of acceptable primary and
secondary forms of identification: https:/www.fedidcard.gov/your-
credential.

Evidence of Identity Theft - Secure either a copy of a police report or
signed Form 14039, Identity Theft Affidavit.

IRM

Title

IRM 25.23.2.2

Identity Theft - Overview

IRM 5.1.28.6

Standard IMF Tax Related Identity Theft Claim
Requirements

(3) BMF Identity Theft (IDT) Documentation. Request supporting documentation
from the debtor only when you cannot make an IDT determination based solely
on internal research. Supporting documentation consists of the following three
items:

a.

b.

Evidence of IDT - Secure a copy of a police report or a signed Form
14039-B, Business Identity Theft Affidavit.

Authentication of Identity - When an individual operated the business
as a sole-proprietorship, secure a copy of a valid U.S. federal or state
government form of identification (i.e., driver’s license, state identification
card, Social Security Card, or passport, etc.). When the business was not
operated as a sole-proprietorship, secure a copy of the articles of incor-
poration, organization, statement from director or officer on business
letterhead, trust or estate document.

Evidence of Business Operation - Secure a copy of a utility bill,
invoice, mortgage/rent receipt, or other documentation.

Note: If the claimant did not request an EIN or have knowledge of the
EIN, evidence of business operations is not required.

IRM

Title

IRM 25.23.9.7

BMF Identity Theft Processing, Form 14039-B,
Business Identity Theft Affidavit

IRM 25.23.9.7.1

BMF Identity Theft Processing, Complete and
Legible Documents

IRM 5.1.28.15

BMF Taxpayer Identity Theft Claim

(4) Documentation Received When Required. When the IDT documents have
been received and verified as complete and legible, mark the account with a
TC 971 AC 522 and the appropriate Tax Administration Source Code. Request
input by preparing and submitting Form 4844, Request for Terminal Action, to
the Designated Identity Theft Adjustment (DITA) Team. The address for DITA is
found in IRM 5.9.5.12.1.3.

5.9.5.12.1.1
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° When BMF IDT documentation has been received and verified, a TC
971 AC 522 with the Tax Administration Source Code IDTDOC will be
requested (IRM 5.1.28.15, BMF Taxpayer Identity Theft Claim, and IRM
25.23.9.6.2, Taxpayer Supporting Documentation - TC 971 AC 522
IDTDOC).

° See IRM 5.1.28.8.5.3, IMF Identity Theft Indicator Codes, Miscellaneous
Fields, for the IMF Tax Administration Source codes. Additional informa-
tion is also available in IRM 25.23.2.3.8, Marking Taxpayer Accounts
When Accepting Identity Theft Claims, and IRM 25.23.2-10, IMF Only
TC 971 AC 522 Tax-Related Identity Theft, Case Status (Initial Claim/
Suspicion and Supporting Documents).

Note: Local Counsel must be consulted if the debtor provides the requisite docu-

mentation, but it appears to be questionable.

IRM Title

IRM 25.23.2.3.3 Complete and Legible Documents

IRM 5.1.28.6.2 Acknowledging and Handling IMF Identity Theft
Claim

(5)

Documentation Not Received When Required and IRS Can Determine IDT
Occurred. If the debtor fails to provide the documentation when required, in
most instances, no abatement will be made. However, the IRS will treat the
case as “IRS ldentified Identity Theft”. The IRS will abate a liability when the
IRS can determine from conducting internal research that IDT has occurred. In
addition to researching the common tools available to IRS employees listed in
IRM 5.1.28.7.1, Validating Claim of Identity Theft for Fraudulent Filing
Purposes, Insolvency caseworkers will research information available to them
on PACER. That information includes, but is not limited to, the bankruptcy
petition, the Statement of Financial Affairs (SOFA), and the Bankruptcy
Schedules. For additional information on IRS Identified IDT, see Exhibit
5.9.5-8, IRS Identified Identity Theft (IDT), within this IRM. Additional informa-
tion on IRS Identified IDT can be found in the following:

° IRM 25.23.2.4.4, Initial Allegation or Suspicion of Tax-Related Identity
Theft - IMF Identity Theft Indicators

° IRM 25.23.2.4.5, IRS Initiated Suspicion of Identity Theft - TC 971 AC
522 IRSID
IRM 25.23.2.6.7, TC 971 AC 522 PNDCLM/IRSID - Incorrect Tax Year
IRM 25.23.2.6.3, Closing IRS Determined Identity Theft Affecting Tax
Administration - TC 971 AC 506

o IRM 25.23.2-8, IMF Only TC 971 AC 506 — IRS Determined Tax-
Related Identity Theft Case Closure

° IRM 5.1.28.8.1, Individual Taxpayer Alleged Identity Theft vs. IRS Identi-
fied Identity Theft

o IRM 5.1.28.8.3, IRS Identified Identity Theft

Documentation Not Received When Required and IRS Cannot Determine
IDT Occurred. In general, when the debtor does not provide the required
documentation by the established deadline, and IRS cannot determine that IDT
occurred by conducting internal research, the caseworker closes the IDT case.
A Form 4844 is forwarded to DITA to request input of a TC 972 AC 522 with
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source code “NORPLY”. The caseworker then proceeds with routine case pro-
cessing procedures. The following subsections and exhibits provide guidance
on what to do when the required documentation is not received and you
cannot determine that IDT occurred. However, the list is not all inclusive. You
will need to conduct additional research in IRM 5.1.28, Identity Theft for Collec-
tion Employees, and IRM 25.23, Identity Protection and Victim Assistance.

° IRM 5.1.28.8.2, Individual Taxpayer Alleges Identity Theft

° IRM 5.1.28.8.6, Identity Theft Code TC 971 AC 522 Reversal Proce-

dures (TC 972 AC 522)

IRM 5.1.28.9, Taxpayer is Not a Victim of Identity Theft

IRM 5.1.28.14.2, Reversing Pending BMF Identity Theft Indicators

IRM 25.23.2.6.6, Reversing Unsupported Allegations of Identity Theft

IRM 25.23.2.6.6.1, No Reply - TC 972 AC 522 NORPLY or IRM

25.23.2.6.6.2, No Identity Theft (NOIDT) Determinations - TC 972 AC

522 NOIDT

o IRM 25.23.2.2, Identity Theft - Overview, and subsections

o IRM 25.23.2-9, IMF Only TC 972 AC 506 Tax-Related, Reversal of
Identity Theft Case Closure, IRS Identified

o IRM 25.23.9.6.6, Reversing BMF Identity Theft Indicators - TC 972 AC

522 NORPLY

o IRM 25.23.9.6.7, Reversing BMF Identity Theft Indicators - TC 972 AC
522 NOIDT

o IRM 25.23.9-5, Reversing BMF Identity Theft Indicators - TC 972 AC
522

(7) AIS History. In all instances, the caseworker must document the AIS history
with all actions taken in the IDT case. Additionally, caseworkers must open an
“Iden Theft” case classification on AIS. The case classification must remain
open until the IDT issue is resolved.

Note: Group Manager concurrence must be documented in all AIS case history
where adjustments are made.

5.9.5.12.1.2 (1) Form 4844, Request for Terminal Action. When contacted by the debtor or
(04-24-2025) debtor’s representative who allege that the debtor is a victim of identity theft,
Adjusting the Identity you must request input of the IDT indicator codes to IDRS, if the codes are not
Theft (IDT) Account present. When you have completed your investigation, and you have deter-

mined that IDT did occur, prepare Form 3870, Request for Adjustment, to
request an adjustment to the impacted module(s). If the debtor did not submit
the required IDT documentation, and you cannot determine through internal
research that IDT occurred, request reversal of the IDT indicator codes. To
request input of the appropriate TC 971 and TC 972 codes, complete Form
4844 with the appropriate Tax Administration codes. Submit the Form 4844 to
DITA at the address in IRM 5.9.5.12.1.3, below. See IRM 5.9.5.12.1.1, above,
for additional guidance and cross-references.

(2) Form 3870 Preparation. Preparation and routing of Form 3870 for any
account assigned to Insolvency requiring an adjustment due to IDT is the
same for all cases. It does not matter if the debtor, a IRS employee, or a third
party, such as the bankruptcy trustee or attorney, identified the identity theft.
Caseworkers must follow the procedures below for preparing and routing Form
3870. Additional guidance on preparing and routing the Form 3870 can be
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found in IRM 5.1.28.8.4, Form 3870 Preparation and Routing of IMF Tax-
Related Identity Theft and IRM 25.23, Identity Protection and Victim
Assistance.

Form 3870, Request for Adjustment, Preparation

Prepare Form 3870 and write Identity Theft in Item 11, Reason for Adjustment, in bold letters.

A nullity or fraudulent filing is a return that was not filed by the SSN owner. If the assessment is based

on a fraudulent return, notate on the Form 3870 that it will be treated as a nullity. For more information

on nullity returns, see: IRM 25.23.4.8.2, Streamline Identity Theft (IDT) Case Identification and Process-

ing,

Note: Form 1040 returns with Schedule C income see IRM 25.23.4.8.2.3, Identity Theft (IDT) with IRP
Data, Refund Scheme or Schedule C Involvement.

Form 3870 for any account assigned to Insolvency requiring an adjustment due to IDT will be routed to:
*TS CCS DITA or

855-786-6575 (fax) or

Internal Revenue Service, DITA Mail Stop 4-J30-151, 2970 Market Street, Philadelphia, PA 19104

Include specific instructions on actions needed to correct the account. For example, state that TC 150
for $XX is for the return filed by an identity thief. Note any other information that is needed to adjust the
account correctly. For example, indicate if there are any estimated tax payments made by the victim-
debtor that will remain on the account. Note when a refund generated by the IDT return is offset to
another tax liability. These examples are not all inclusive.

If the debtor has been assessed a frivolous return penalty under IRC 6702 based on the return filed
under the debtor’s SSN by an identity thief, notate on the Form 3870 to abate the frivolous return
penalty. The penalty can be identified by MFT 55 with penalty reference code 543. The tax period must
be the same as the identity theft return. The penalty must be abated by the Frivolous Return Program
(FRP). Send a copy of the Form 3870 to the FRP at:

Note: Ogden Compliance Services Attn: FRP, M/S 4450, 1973 N Rulon White Blvd. Ogden, UT 84404

Indicate on Form 3870 if contact is needed when the adjustment is completed or when the adjustments
cannot be completed as requested. This will allow the Insolvency caseworker to file an amended proof
of claim at the earliest possible time in the bankruptcy case. The function working the adjustments will
alert the caseworker when the adjustments have been completed or when the adjustments cannot be
processed, as requested. A confirmation of account corrections will be sent via emalil. If email confirma-
tion cannot be completed due to an incorrect or missing email address, Form 3870 will be mailed back
to the originator as confirmation.

Attach the following documentation to Form 3870: — Copy of IDT substantiation documentation
provided by the debtor (evidence of IDT and authentication of identity). Maintain a second copy of the
substantiation until all adjustments have posted to IDRS. Once the adjustments have posted to IDRS,
destroy the second copy.— NUMIDENT - Obtained by requesting MFTRA type U, if available.— Original
return, if secured from victim-debtor. (Maintain a copy with your case.)

Do not attach other IDRS prints.

Request input of TC 971 AC 501 or AC 506 on Form 3870. TC 971 action code will be input when the
account is corrected.

Request input of TC 470 cc 90 if the adjustment(s) will result in complete satisfaction of the tax module.
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Form 3870, Request for Adjustment, Preparation

Forward Form 3870 to the appropriate function for adjustment based on the type of assessment. See
IRM 5.9.5.12.1.3, below.

DITA Procedures.

To expedite Form 3870, notate Expedite at the top of Form 3870 per IRM 25.23.10.7.5, Post Function

Incomplete referrals will be rejected.

5.9.5.12.1.3
(04-24-2025)

Routing Form 3870 to
Adjust Identity Theft
(IDT) Accounts

(1)

()

Routing of Form 3870. The routing of Form 3870 is based on the type of as-
sessment that needs to be adjusted or see IRM 5.1.28.8.4(2):

a.

Examination, Automated Underreporter (AUR), Substitute for Return
(SFR)/Automated Substitute for Return (ASFR) assessments - for recon-
sideration prepared manual Form 3870 (Other template on ICS) and
route to: Kansas City Service Center IDTVA, 333 W. Pershing Road,
Kansas City, MO 64108, MS 5050 P4. Fax number 855-663-7048.
mailto:*TS IDT:KC:SPEC-ACSS

Identity theft return — a return filed under the taxpayer’s social security
number by an identity thief. Prepare manual Form 3870 (OTHER
template in ICS) and forward to DITA per contact information at IRM
5.1.28.8.4(2)c if there is not a subsequent Audit or AUR assessment. If
an original return is attached to the Form 3870, then mail, fax, or email to
DITA.

Exception: For non-masterfile cases, forward the Form 3870 to the
Accounts Management NMF team at: Philadelphia Campus,
PMAC, 2970 Market Street, Mail Stop BLN 3-J23, Team 408,
Philadelphia, PA 19104.

The contact information for the Designated Identity Theft Adjustment
(DITA) team is as follows: email address *TS CCS DITA; efax number
1-855-786-6575; Mailing address Internal Revenue Service, DITA Malil
Stop 4-J30-151, 2970 Market Street, Philadelphia, PA 19104.

In cases involving employment related IDT, also prepare Form 9409, IRS/
SSA Wages Worksheet, to correct debtor wage records. When
completing the Form 9409, select one of the choices in Part B as the
reason for the adjustment, unless none of the choices apply. If no
choices apply, write in the explanation. Form 9409 includes the Social
Security mailing address for the form.

Adjustments on IDT Accounts Assessed a Frivolous Return Penalty. If the
debtor has been assessed a frivolous return penalty under IRC 6702 based on
a return filed by an identity thief, the penalty must be abated by the Frivolous
Return Program (FRP). The penalty can be identified by MFT 55 with penalty
reference code 543. The tax period must be the same as the IDT return. A
copy of the Form 3870 that was prepared and routed based on the routing in-
structions in (1) above will be sent to the FRP at the following address:

Note: Ogden Compliance Services Attn: FRP, M/S 4450, 1973 N. Rulon White

Blvd. Ogden, UT 84404

5.9.5.12.1.3
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(3)

Routing Adjustment Documents on BMF CAWR Assessments (TC 290s),
Business Non-Master File (NMF) Accounts, or BMF Audit Assessments
(TC 300s). When working a BMF IDT case, send Form 4844 to DITA to
request input of the appropriate TC 971 and TC 972 transaction and Tax Ad-
ministration codes. The routing of a Form 3870 to request an adjustment on a
BMF return with a liability due to IDT depends on the type of assessment: If
the balance due is the result of an IRS-CAWR or SSA-CAWR assessment with
a TC 290, see IRM 5.1.15.7, Combined Annual Wage Reconciliation (CAWR)
Adjustments, for more assessment information. Prepare Form 3870 to request
abatement of the TC 290 and attach all information supporting the adjustment,
including IDRS research. Forward the Form 3870 and supporting documenta-
tion including IDRS research per IRM 5.1.15-3, State Mapping for IRS-CAWR
and SSA-CAWR. If wages were reported on a Form 941 or Form 944, prepare
and submit a Form 3870 to correct the BMF account and forward it to the
address in (1), above. If the balance due on a BMF return involving IDT is due
to a TC 300, the Form 3870 is routed as follows:

o BMF balance due with a TC 300 assessment with a Project Code (PC)
0453, Primary Business Code (PBC) 296 - Internal Revenue Service
Attn: Team 205/Recon 201 W. Rivercenter Blvd., Stop 8202G
Covington, KY 41011

° For all other TC 300 assessments on BMF accounts, the Form 3870 is
sent to the manager of the group handling the PBC, Secondary
Business Code (SBC), and Employee Group Code (EGC) listed on the
TXMOD for the module. The manager can be located at: Exam Contact
List.

Exception: For non-master file cases, forward the Form 3870 to the Accounts

5.9.5.12.2 (1)
(04-24-2025)

Return Preparer Fraud

or Misconduct (RPM)

Management NMF team at: Cincinnati Campus, CAMC201 W. River-
center Blvd., Stop 6111G, Team C103 Covington, KY 41011.

Introduction. Just as any taxpayer could be a victim of Return Preparer Fraud
or Misconduct (RPM), a debtor in bankruptcy could be a victim of RPM. Refer
to IRM 25.24, Return Preparer Misconduct Program, in addition to this subsec-
tion, when dealing with a case that will involve RPM. When you become aware
that a debtor is a victim of RPM, encourage the victim to report the misconduct
to other federal, state, and local agencies. See IRM 1.2.24.2, Policy Statement
25-2, Return Preparer Misconduct, for the IRS’s policy on RPM.

Return Preparer Fraud or Misconduct (RPM). A debtor becomes a victim of
RPM when a tax return preparer completes a return for the debtor and without
the debtor’s knowledge, makes changes to the return. The return changed
without the debtor’s knowledge will result in an improper refund to the preparer
or to a third party. In some instances, the debtor will even receive a portion of
the improper refund or the improper refund will be issued to the bankruptcy
trustee because of a return turnover order. The debtor will not know that there
is an issue until the IRS contacts them about the return well after the refunds
have been issued. In this instance, the debtor is a victim of RPM regardless of
whether the refund was issued to the debtor, the bankruptcy trustee, the
preparer, or another third party.

Note: The debtor is liable for repayment of any portion of the improper refund they

received on the RPM return. If the debtor or trustee receives a portion of the
refund, or all of the bad refund, they must be asked to return the refund to
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the IRS. Debtors who claim to be a victim of RPM will submit a complaint
and documentation to the IRS to request assistance.

(3) Example of Return Preparer Fraud or Misconduct (RPM). An example of
RPM is when the debtor visited and/or was in contact with a return preparer.
The debtor authorized the preparer to file a return. The tax data on their return
(exemptions, income, expenses, deductions, credits, etc.) was altered after the
debtor signed the return. Or, the return otherwise includes items that the
debtor did not authorize.

(4) Return Preparer Fraud or Misconduct (RPM) Substantiation. If a debtor or
debtor’s representative states that the debtor is a victim of RPM, ask the
debtor to submit the following substantiation within a reasonable amount of
time:

a.
b.

Form 14157, Return Preparer Complaint, completed by the debtor.
Form 14157-A, Tax Return Preparer Fraud or Misconduct Affidavit,
completed and signed by the debtor (at least one spouse must sign the
form when the return is filed as married filing joint).

Debtor must provide the return preparer name and address.

A signed, valid tax return of the taxpayer (as intended to be filed)
submitted with the claim.

For Category 3 and 4 refunds, only, an official report from a law enforce-
ment agency. For additional information on Category 3 and 4 refunds,
see IRM 25.24.1.2(4) , RPM General Documentation Requirements,
General Documentation List.

Example: Police Department, State Attorney General, Criminal Investiga-
tion, or Treasury Inspector General for Tax Administration
(TIGTA)

Note: The law enforcement agency report must be signed by a police officer or

equivalent, depending on the report received (or otherwise demonstrably

Show that the report was accepted by the law enforcement agency and must contain:

Tax year(s) involved,

Return Preparer’s first and last name, address, and

5.9.5.12.2
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Show that the report was accepted by the law enforcement agency and must contain:

A statement describing the preparer misconduct and theft of refund. The following items are things that
can be requested from the taxpayer or the representative. However, the taxpayer will still be assisted
even if these items are not received:

° Cover letter (including the tax return) received from the tax return preparer when the return was
prepared.

o Form 8879, IRS e-file Signature Authorization, with signatures or evidence that it was received

from the tax preparer.

Copy of the negotiated check the taxpayer gave to the preparer for payment of services.

Copy of the“refund” check the taxpayer received from the preparer.

Credit card statement reflecting a charge in the preparer’s name for the payment of services.

Receipt from the preparer, reflecting a fee for the preparation of a tax return for the year in

question.

° Copy of paper check(s) reflecting the amount received by paper check from the preparer or bank,
if applicable.

° Email or text messages exchanged between the taxpayer and the preparer concerning the tax
return preparation.

° Affidavit of the person who hosted or sponsored the preparer (e.g., services provided by a
preparer in the church basement - the church minister could provide an affidavit with details about
when the tax return preparation services were offered and that the taxpayer participated in the
event).

° Copy of bank statement(s) reflecting the refund amount received by direct deposit, if applicable.
Bank statement(s) showing that the refund was not deposited into the taxpayer’s account.
Statement from the bank where the refund was deposited where the taxpayer had no ownership
interest in the account.

° Copies of additional documents to support the claim.

(5) Determination. When a taxpayer is in bankruptcy, the Insolvency caseworker
must determine if RPM has occurred. If the debtor states that they are not
required to file a return, or that the income on the return was not theirs, check
IDRS cc IRPTR to verify the debtor’s claim. Actions taken in the case depend
on if RPM occurred or did not occur. Be sensitive to the adverse impact that
being a victim of RPM will have on the debtor.e Denial of RPM Complaint — If
you have determined that RPM did not occur, advise the debtor that you have
reviewed their complaint and their account does not support RPM. Advise them
that our records show that the additional information reported on their tax
return is valid. DITA will issue the Claim Disallowance Letter until a claim
denial letter is developed for use in Field and Specialty Collection.e RPM
Confirmed — If you have determined that RPM did occur, take the following
actions:

a. If a Notice of Federal Tax Lien (NFTL) was filed, and the entire balance
due covered by NFTL is due to RPM, request a Certificate of Release
under IRC 6326, erroneous NFTL provisions pursuant to IRM 5.12.3.9,
Erroneously Filed Notice of Federal Tax Lien. These releases contain a
statement that the filing was erroneous and are requested through
CEASO. CEASO also issues Letter 544, Letter of Apology - Erroneous
Filing of Notice of Federal Tax Lien. At the debtor’s written request, a
copy of the release and letter of apology will be furnished to creditors or
credit bureaus. Instruct the debtor to provide the names, mailing
addresses, and permission to disclose the information.
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b. If levies were issued on the affected tax modules, and they were not
released during the initial Insolvency Interface Program (lIP) processing
of the case, release levies on the affected modules.

c. Complete and route Form 3870, Request for Adjustment, with specific
instructions on actions needed to correct the debtor’s account (see
below). Do not attach IDRS prints to Form 3870.

d. Address any Category D erroneous refunds on the Form 3870 sent to
DITA. See Step 6 in Exhibit 5.9.5-7, Debtor States Identity Theft (IDT),
for additional information.

(6) Preparing Form 3870 to Adjust Accounts with Return Preparer Miscon-
duct (RPM). Once the claim is verified, the Insolvency caseworker will
complete Form 3870, Request for Adjustment, with specific instructions on
actions needed to correct the debtor’s account. Do not attach IDRS prints
other than TRDBYV, if required, to Form 3870. ¢ Preparing Form 3870 —
Prepare the Form 3870 to correct the account. Instructions on the Form 3870
must include the following:

a. “Return Preparer Misconduct” on Form 3870 as the reason for adjust-
ment.

b.  The category number that fits the individual debtor scenario, e.g.,
Category 1, 2, 3, or 4. (See IRM 25.24.1.1.4, Key Return Preparer Mis-
conduct (RPM) Terminology and Acronyms.)

c.  Whether the debtor received the correct refund, no refund, or an amount

greater than the refund (include refunds issued to the bankruptcy trustee

because of a refund turnover order).

Name and address of the preparer.

Amount of refund to be issued, if applicable.

Applicable penalty and interest assertion.

Erroneous Refund Category D, if applicable.

ASED updated - Include the received date of the signed return as

intended to be filed to ensure the correct received date is used for

interest and statute of limitation calculations.

S oo

Attachments to Form 3870 — Include the following as
attachments to the Form 3870:

Copy of the debtor’s original return or TRDBV.

Copy of the signed return intended to be filed annotated Taxpayer
Intended Return.

Exception: Note on the Form 3870 if the debtor does not have a
filing requirement.

Copy of Form 14157, Return Preparer Complaint, and a copy of Form
14157-A, Tax Return Preparer Fraud or Misconduct Affidavit, signed
under penalties of perjury.

Debtor documentation supporting the RPM claim.
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Attachments to Form 3870 — Include the following as
attachments to the Form 3870:

° Your contact information for inclusion in the Letter 105-C or

If a Claim Disallowance Letter is required:

° Whether the complaint is denied in part or full and the appropri-
ate letter.

° The applicable paragraphs (See Letter 105-C, Claim Disal-
lowed, or Letter 106-C, Claim Partially Disallowed, for the
available paragraphs).

Letter 106-C.

Note:

To request an adjustment of an assessment by Examination, Automated Un-
derreporter (AUR), or SFR, follow reconsideration procedures in IRM
5.1.15.4, Audit, Automated Underreporter (IMF/BMF AUR), Substitute For
Return (SFR) and Automated Substitute For Return (ASFR) Reconsideration.

(7) Forwarding Form 3870 for Processing. If there is a balance due on the
module due to an Examination or Automated Underreporter (AUR) assess-
ment, forward the Form 3870 per IRM 4.13.1-1, Routing of Campus and Area
Office Reconsideration Requests.

Note:

Send all other Forms 3870 by mail, fax, or electronic submission to the
SB/SE Designated Identity Theft Adjustment Group (DITA) at the Philadel-
phia Campus: Internal Revenue Service DITA Mail Stop 4-J30.152, 2970
Market St. Philadelphia, PA 19104, Fax number (855) 786-6575, The Outlook
mailbox for electronic submission is: *TS CCS DITA.

(8) Cases with Criminal Investigation (Cl) Involvement. If the debtor indicates
there has been Criminal Investigation (Cl) involvement; for example, the debtor
states that a Cl Agent called or interviewed them, or a Special Agent’s card is
included in the debtor’s documentation, then contact Cl to determine:

a.
b.

If the preparer is under investigation for the preparation of tax returns.
If there is evidence that the debtor’s return was prepared by the named
preparer.

If the RPM complaint will be worked, and if not, how it must be closed.
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Exhibit 5.9.5-1 (04-15-2020)

Transfer Steps for Cases with No Open Confirmed Plan Monitoring (CPM) “Plan Screen” or No Open
Other Investigation Screen

To transfer cases between Fl and CIO, cases must be reassigned to the receiving employee. The transferring
employee must take the following steps:

1.
2.
3

4.

5.

From the AIS “Case Files Search Screen” select “Case Files.”

Type the case number in the “AlS Case Number” field.

Type the court in the “Court” field including the state abbreviation and click on “Submit Search” on the
top tool bar.

Verify that the retrieved case is for the correct debtor and proceed to Step 5. If the incorrect case is
shown, repeat Step 3.

Click on “(CAG) Assign” in the “Employee” field on the “Taxpayer Screen.”

Note: If the case is being reassigned to the CIO by a FI, the case must be manually assigned to the SEID

6.
7.

of the CIO manager of the group responsible for receipts from the specific Fl territory per the CIO
AIS Inventory Assignment list. The manager’'s SEID must be placed in the “SEID” field on the
“Taxpayer Screen.” The case is then reassigned by clicking “Save” on the tool bar at the top of the
“Taxpayer Screen.”

Click on “Save” on the navigation tool bar to save.
Check the pop-up message “Update Successful.”

Note: For cases with open CPM screens, additional steps must be taken. (See Exhibit 5.9.5-2, Transfer

Steps for Cases with an Open Confirmed Plan Monitoring (CPM) Plan Screen.)
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Exhibit 5.9.5-2 (11-01-2022)
Transfer Steps for Cases with an Open Confirmed Plan Monitoring (CPM) “Plan Screen”

Until July of 2013, Chapter 13 cases remained in Fl until confirmation. Now, most Chapter 13 cases are trans-
ferred from FI to CIO once all proofs of claim are acknowledged and there are no issues present that require
the case to remain in FI. The CIO monitors for confirmation of the Chapter 13 bankruptcy plan. AIS will not
allow the reassignment of a Chapter 13 case from FI to the CIO unless there is a “confirmation date” present on
the AIS Taxpayer Screen and on the CPM “Plan Screen”. To facilitate case transfer to the CIO, if the bankruptcy
plan is confirmed before the transfer of the case from Fl to CIO, the FI caseworker must enter the actual confir-
mation date on AIS. If the case is unconfirmed when the case is transferred from Fl to CIO, the FI caseworker
must enter 02/02/2222 as the confirmation date on AlS. Entry of the 02/02/2222 as the confirmation date will
assist ClO in identifying cases that must be monitored for confirmation of the bankruptcy plan. When transfer-
ring a Chapter 13 case, the caseworker must:

Step Action

1 Complete steps 1 through 4 from Exhibit 5.9.5-1, Transfer Steps for Cases with No Open
Confirmed Plan Monitoring (CPM) Plan Screen or No Open Other Investigation Screen,
above.

2 Click on the CPM folder under the navigation tool bar to access the confirmed plan
screen.

3 Add the actual confirmation date of the plan in the Effective Date field and the Due Date

field on the CPM Screen, if the plan has been confirmed. If the plan is unconfirmed, enter
02/02/2222 as the Effective Date and the Due Date on the CPM Screen.

4 Enter the plan payment amount, if known. If the plan payment amount is not known, enter
$1.00

5 Input the SEID designation of the receiving employee.

6 Click Save on the navigation tool bar to save the data entered.

7 A pop-up will appear which says, Tax Periods from the Claim Table will now be loaded

to the Plan... Click OK.

Note: When required, break down the tax due on the module into the trust fund and non-
trust fund amounts. See Document 13219, Automated Insolvency System (AIS)
USER GUIDE, for additional information.

8 Check the lower left screen for Record Saved.

9 Click Verified Period for each tax period listed. The Plan Verified button will be systemi-
cally checked once all periods have been individually verified.

10 Once again, click Save on the navigation tool bar to save the verified plan. Record
Saved will appear on the lower left corner of the Plan Screen

11 Click on the Taxpayer tab at the top of the screen to go back to the Taxpayer Screen on
AlS.

12 On the Taxpayer Screen enter the confirmation date in the Confirmed date field, if the

plan is confirmed. If the plan is unconfirmed, enter the confirmation date as 02/02/2222.

13 While still on the Taxpayer Screen, enter the SEID of the CIO manager of the group re-
sponsible for receipts from the specific Fl territory per the CIO Assignment Tool on SERP.
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Exhibit 5.9.5-2 (Cont. 1) (11-01-2022)
Transfer Steps for Cases with an Open Confirmed Plan Monitoring (CPM) “Plan Screen”

Step Action
14 Select Save on the tool bar at the top of the Taxpayer Screen to save the confirmation
date and the case reassignment.
15 Check the lower left section of the AIS Taxpayer Screen to ensure the record has been
updated. Record Updated will appear if the changes have been successful.
16 Select Exit to exit the case.
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Exhibit 5.9.5-3 (04-24-2025)
Allowable Elapsed Time Between Bankruptcy Filings and Discharges

When an individual or joint debtor files a Chapter 7 case, a liquidating Chapter 11 case, or Chapter 13 bank-
ruptcy case, the debtor will not be eligible to receive a discharge in the current bankruptcy case if they received
a discharge in a prior bankruptcy case. The petition date and the chapter each bankruptcy case was filed under
determines eligibility for discharge in the current case. Eligibility in the current case is also determined by when
the current bankruptcy case was filed, pre-BAPCPA or post-BAPCPA. BAPCPA was enacted on October 17,
2005. It must be noted that BAPCPA did not restrict discharge eligibility for the individual or joint debtor currently
in a Chapter 12 bankruptcy case.

The Bankruptcy Code does not prohibit a debtor from filing subsequent bankruptcy cases at shorter intervals.
However, if the minimum time between petition dates is not met, and the debtor received a discharge in the
prior bankruptcy case, the court will not grant a discharge in the current case.

Use the chart below to determine if the individual or joint debtor is eligible for a discharge in the current Chapter
7 case, liquidating Chapter 11 case, or Chapter 13 bankruptcy case when they received a discharge in a prior
bankruptcy case. If the minimum time between the two petition dates has not elapsed, the debtor is not eligible
to receive a discharge in the current bankruptcy case. Some circumstances will modify the time intervals. (11
USC 727(a) and 1328(f))

The Debtor Currently
Filed a Chapter

The Debtor Previously
Filed Chapter(s)

The Petition Date in
the Current
Bankruptcy is
Pre-BAPCPA (Before
10/17/2005)

The Petition Date in
the Current
Bankruptcy is Under
BAPCPA (On or After
10/17/2005)

7 or liquidating 11

7 or 11

Six years must elapse
between the two petition
dates for the debtor to
be eligible for a
discharge in pre-
BAPCPA cases.

Eight years must elapse
between the two petition
dates for the debtor to
be eligible for a
discharge in the current
bankruptcy case filed
under BAPCPA. 11 USC
727(a)(8)
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Exhibit 5.9.5-3 (Cont. 1) (04-24-2025)
Allowable Elapsed Time Between Bankruptcy Filings and Discharges

The Debtor Currently
Filed a Chapter

The Debtor Previously
Filed Chapter(s)

The Petition Date in
the Current
Bankruptcy is
Pre-BAPCPA (Before

The Petition Date in
the Current
Bankruptcy is Under
BAPCPA (On or After

cases, the debtor is
eligible for a discharge
in the current case re-
gardless of when a
previous Chapter 13
case was filed.

10/17/2005) 10/17/2005)

7 or liquidating 11 12 or 13 Six years must elapse Six years wait time
between the two petition | between bankruptcy
dates for the debtor to filings unless payment
be eligible for a under the plan in the
discharge in pre- prior Chapter 12 or 13
BAPCPA cases unless case totalled at least:
payment under the plan | e 100% of the
in the prior Chapter 12 allowed
or 13 case totalled at unsecured claims
least: in such case; or
o 100% of the o 70% of such

allowed claims; and the
unsecured claims plan was
in such case; or, proposed by the
° 70% of such debtor in good

claims; and the faith, and was the
plan was debtor’s best
proposed by the effort.
debtor in good 11 USC 727(a)(9)
faith, and was the
debtor’s best
effort. (See USBC
727(a)(9) for addi-
tional
information.)

13 13 Zero — In pre-BAPCPA | Two years must elapse

between the current
Chapter 13 petition date
and the previous
Chapter 13 petition date
for the debtor to be
eligible for a discharge
in the current Chapter
13 bankruptcy case. 11
USC 1328 (f)(2).
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Exhibit 5.9.5-3 (Cont. 2) (04-24-2025)
Allowable Elapsed Time Between Bankruptcy Filings and Discharges

The Debtor Currently | The Debtor Previously | The Petition Date in The Petition Date in

Filed a Chapter Filed Chapter(s) the Current the Current
Bankruptcy is Bankruptcy is Under
Pre-BAPCPA (Before BAPCPA (On or After
10/17/2005) 10/17/2005)

13 7,11, 0r 12 Zero — In pre-BAPCPA | Four years must elapse
cases, the debtor is between the current
eligible for a discharge | Chapter 13 petition and
in the current case re- the previous Chapter 7,
gardless of when a 11 or 12 petition date
previous Chapter 7, 11, | for the debtor to be
or 12 case was filed. eligible for a discharge

in the current Chapter
13 bankruptcy case. 11
USC 1328(f)(1)
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Exhibit 5.9.5-4 (04-24-2025)
Common Processing Steps in Serial Filer Cases

1. CIO runs lIP daily.
2. lIP updates the AIS TIN screen with the codes that identify serial filers.
3. The caseworker researches AlS to determine:

IF... THEN...
The current bankruptcy case is for a corporate No action or AIS history is warranted. Do not
filer, proceed further within this chart.

The current bankruptcy case is for an individual or | No action or AlS history is warranted. Do not
joint filer and IIP has determined that there is no proceed further within this chart.
outstanding balance on IDRS,

The current bankruptcy case is for an individual or | The caseworker locates the previous bankrupt-
joint filer, cy(ies) on AIS and determines if the case(s) was
dismissed or discharged. Proceed to the next
steps within this chart based on whether the
case(s) was discharged, dismissed for means
testing, or dismissed for abusive filing(s).

The previous case(s) was discharged, The caseworker updates the AIS history stating the
debtor has received a previous discharge and
notates if the debtor is eligible for another
discharge in the current case. See Exhibit 5.9.5-3,
Allowable Elapsed Time Between Bankruptcy
Filings and Discharges, for additional information.
When the debtor is not eligible to receive a
discharge in the current case due to a previous
discharge, the caseworker must add a “SERIAL”
case classification to AIS and document the case
history.

Note: The caseworker must attempt to verify
through the court’s electronic records if the
previous case was truly discharged and not
dismissed. (The caseworker must also
check the court’s electronic records on the
current case to see if the docket shows the
court is aware of the previous discharge. If
the electronic records give no indication that
the court had knowledge of a previous
discharge, the caseworker must prepare a
referral to Counsel to alert the court of the
previous discharge, subject to referral toler-
ances (IRM 5.9.4.15.4, Referral
Tolerances). If the case is assigned to the
CIO, the caseworker will transfer the case
to Fl so the case can be referred to
Counsel.
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Exhibit 5.9.5-4 (Cont. 1) (04-24-2025)
Common Processing Steps in Serial Filer Cases

IF... THEN...
Only one previous case was found and it was If the case was dismissed for failure to pass the
dismissed for means testing, means test, the caseworker must ensure that the
Note: It will be necessary to check the court’s method of closure on AIS for the prior case is “D2
electronic records to determine the cause of | DISMISSED FOR FMT-D2". If the method of
the dismissal in the prior case when the closure on AIS is not correct, it must be corrected.
reason for dismissal is not documented in | The caseworker updates the AIS history with the
the AIS history of the prior case. information that the previous dismissal was due to
means testing. Further action on the case is not
warranted.

Previous cases were found and were dismissed for | The caseworker must check the court’s electronic

abusive filing, records, or PACER, to determine:

Note: Previous cases that were dismissed for e  Ifthe presumption of abuse has been suc-
reasons other than the means test are cessfully challenged by a party in interest;
presumed to be dismissed for abusive filing. and; _ _

° If the court has determined not to impose a
stay.

The caseworker must schedule a follow-up on AIS
for 45 days from the petition date to see if there is
an order extending the stay in the case. Do not
reassign the case to CIO. The caseworker must
add a “SERIAL” case classification to AIS and
document the case history. Continue to the next
step in this chart.

The caseworker works the 45 day follow-up and The caseworker updates the AIS history with the
determines that the presumption of abuse has information that the stay remains in effect. Further
been successfully challenged by a party in interest, | action is not warranted. The caseworker must
and the stay remains in effect, or there is an order | close the “SERIAL” case classification on AlS.

extending the stay which includes IRS, There is no need to proceed further in this chart.
Proceed to next step if the stay no longer remains
in effect.
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Exhibit 5.9.5-4 (Cont. 2) (04-24-2025)
Common Processing Steps in Serial Filer Cases

IF...

THEN...

The caseworker works the 45 day follow-up. The
caseworker checked PACER and found that there
is no order extending the stay or that there is an

order listing only specific creditors but not the IRS.

The presumption of abuse stands. The stay has
not been extended.

The caseworker must follow procedures for the
serial filer case with no stay extension and
document the case history.

° See Exhibit 5.9.5-5, Processing the Serial
Filer Case When the Stay Terminates After
30 Days, for the procedures to follow when
there was one prior bankruptcy case
dismissed within 365 days of the petition
date in the current case.

o See Exhibit 5.9.5-6, Processing the Serial
Filer Case When No Stay Goes into Effect,
for the procedures to follow when there was
more than one prior bankruptcy case
dismissed within 365 days of the petition
date in the current case.

Caution: Do not close the “SERIAL” case classifi-
cation on AIS.

The 45 day follow-up is worked and the case-
worker cannot determine if the stay is in effect,

If the review is conducted less than 45 days from

the petition date:

o add “SERIAL” to the classification screen

o and schedule a follow up on AIS 45 days
from the petition date to see if there is an
order extending the stay.

Example: The petition date is 03/15/2021 and the
review is conducted on 03/25/2021,
then the scheduled follow up will be for
35 days.

If the review is conducted more that 45 days from

the petition date:

° add “SERIAL” to the classification screen

° the caseworker will refer the case to

Counsel to request a court order con-
firming the status of the stay, subject to
tolerances, IRM 5.9.4.15.4, Referral
Tolerances.

Note: If the case is at the CIO, the case must be
transferred to Fl for a referral to Counsel.

Caution: Do not close the “SERIAL” case classifi-
cation on AIS unless there is an order
confirming that the stay has been
extended in the case.

° Document the case history of actions taken.
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Exhibit 5.9.5-5 (11-01-2022)
Processing the Serial Filer Case When the Stay Terminates After 30 Days

The caseworker must follow the table below when processing a serial filer case, the presumption of abuse
stands, and there was one prior dismissal within 365 days of the current bankruptcy case. When the appropriate
bankruptcy freeze codes are input and reversed on IDRS as directed below, IDRS will systemically calculate the
CSED correctly. Adding the TC 520 and TC 521 transactions to the AIS Freeze Screen will allow for systemic

reversal of bankruptcy freezes on IDRS at case closure.

STEP THE CURRENT CASE IS A CHAPTER | THE CURRENT CASE IS A CHAPTER
11 OR 13 7

1 Reverse the bankruptcy TC 520 cc 6X Reverse the bankruptcy TC 520 cc 6X
on IDRS using a TC 521 with the date on IDRS using a TC 521 with the date
that is the 30th calendar day from the that is the 30th calendar day from the
petition date. Add a 1-cycle delay for petition date. Add a 1-cycle delay for
Step 3. Step 3.

Example: If the bankruptcy was filed on | Example: If the bankruptcy was filed
3/1/2013, input a TC 521 on 3/1/2013, input a TC 521
using 3/31/2013 as the TC using 3/31/2013 as the TC
521 date. 521 date.

2 Add the TC 521s manually input to Add the TC 521s manually input to
IDRS to the Freeze Screen on AlS. IDRS to the Freeze Screen on AlS.

3 Input a TC 520 cc 84 on each pre- Input a TC 520 cc 84 on each pre-
petition module on IDRS using the petition module on IDRS using the
petition date as the TC 520 date. petition date as the TC 520 date.

4 Add the TC 520 cc 84 input manually to | Add the TC 520 cc 84 input manually to
IDRS to the Freeze Screen on AlS. IDRS to the Freeze Screen on AlS.

5 For assessment purposes, the For assessment purposes, the
automatic stay that prohibited the debtor | automatic stay that prohibited the debtor
from petitioning Tax Court to challenge | from petitioning Tax Court to challenge
an unagreed deficiency terminated on an unagreed deficiency terminated on
the 30th day after the petition was filed | the 30th day after the petition was filed
in the current case. If there are any in the current case.
unagreed Examination or unagreed AUR | If there are any unagreed Examination
deficiencies, the AIS history must be or unagreed AUR deficiencies, the AIS
documented to state, “Automatic stay history must be documented to state,
against the debtor terminated on MM- “Automatic stay against the debtor ter-
DD-YYYY. Exam/AUR can proceed with | minated on MM-DD-YYYY. Exam/AUR
assessment procedures on the can proceed with assessment proce-
unagreed deficiency. Taxpayer can dures on the unagreed deficiency.
petition Tax Court.” Taxpayer can petition Tax Court.”
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Exhibit 5.9.5-5 (Cont. 1) (11-01-2022)
Processing the Serial Filer Case When the Stay Terminates After 30 Days

STEP

THE CURRENT CASE IS A CHAPTER
11 OR 13

THE CURRENT CASE IS A CHAPTER
7

Schedule a follow-up on AIS for confir-
mation of the bankruptcy plan. The case
needs to stay assigned to FI until the
case is confirmed.

Note: When the automatic stay is
affected, the CSED needs to be
reviewed and documented for
necessary action. If the CSED is
imminent or approaching, consult
local field Counsel to determine if
other actions are required.

Document all actions in the AIS history.

When the plan is confirmed, reverse the
TC 520 cc 84 using the confirmation
date (TC 521) with a 1-cycle delay to
input a TC 520 cc 6X (based on the
closing code used in your location) to
IDRS using the confirmation date as
the TC 520 date.

Proceed with routine case processing.
Unless there are issues in the case that
require the case to remain in Fl, routine
case processing will allow transfer of
the case from Fl to CIO.

Add the TC 521 (from TC 520 cc 84)
and the TC 520 cc 6X manually input to
IDRS to the Freeze Screen on AlS.

Intentionally left blank.

Document all actions in the AIS history.

Intentionally left blank.

10

Proceed with routine case processing.
In the Chapter 13 case, if there are no
issues in the case that require the case
to remain in Fl, routine case processing
will allow transfer of the case from Fl to
CIO upon completion of confirmation
actions in the case. (See IRM
5.9.10.6.1(2), Field Insolvency (FI)
Actions Prior to Case Transfer, Older
Cases, for confirmation actions.)

Intentionally left blank.
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Exhibit 5.9.5-6 (11-01-2022)
Processing the Serial Filer Case When No Stay Goes into Effect

The caseworker must follow the table below when processing a serial filer case, the presumption of abuse
stands, and there was more than one dismissal within 365 days of the current bankruptcy case. When the ap-
propriate bankruptcy freeze codes are input and reversed on IDRS as directed below, IDRS will systemically
calculate the CSED correctly. Adding the TC 520, TC 521, and TC 522 transactions to the AIS Freeze Screen
will allow for systemic reversal of bankruptcy freezes on IDRS at case closure.

STEP THE CURRENT CASE IS A CHAPTER | THE CURRENT CASE IS A CHAPTER
11,12, OR 13 7

1 Reverse the bankruptcy TC 520 cc 6X Reverse the bankruptcy TC 520 cc 6X
on IDRS using a TC 522 cc 6X. No date | on IDRS using a TC 522 cc 6X. No date
is required to input a TC 522. Add a is required to input a TC 522. Add a
1-cycle delay for Step 3. 1-cycle delay for Step 3.

2 Add the TC 522s manually input to Add the TC 522s manually input to
IDRS to the Freeze Screen on AlS. IDRS to the Freeze Screen on AlS.

3 Input a TC 520 cc 84 on each pre- Input a TC 520 cc 84 on each pre-
petition module on IDRS using the petition module on IDRS using the
petition date as the TC 520 date. petition date as the TC 520 date.

4 Add the TC 520 cc 84 input manually to | Add the TC 520 cc 84 input manually to
IDRS to the Freeze Screen on AlS. IDRS to the Freeze Screen on AlS.

5 For assessment purposes, the For assessment purposes, the
automatic stay that prohibited the debtor | automatic stay that prohibited the debtor
from petitioning Tax Court to challenge | from petitioning Tax Court to challenge
an unagreed deficiency never went into | an unagreed deficiency never went into
place in the current case. place in the current case.

If there are any unagreed Examination If there are any unagreed Examination
or unagreed AUR deficiencies, the AIS | or unagreed AUR deficiencies, the AIS
history must be documented to state, history must be documented to state,
“Automatic stay against the debtor never | “Automatic stay against the debtor
went into place in the current case. never went into place in the current
Exam/AUR can proceed with assess- case. Exam/AUR can proceed with as-
ment procedures on the unagreed sessment procedures on the unagreed
deficiency. Taxpayer can petition Tax deficiency. Taxpayer can petition Tax
Court.” Court.”

6 Schedule a follow-up on AIS for confir- | Document all actions in the AIS history.
mation of the bankruptcy plan.

The case needs to stay assigned to Fl

until the case is confirmed.

Note: When the automatic stay is
affected, the CSED needs to be
reviewed and documented for
necessary actions. If the CSED is
imminent or approaching, consult
local field Counsel to determine if
other actions are required.
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Exhibit 5.9.5-6 (Cont. 1) (11-01-2022)
Processing the Serial Filer Case When No Stay Goes into Effect

STEP THE CURRENT CASE IS A CHAPTER | THE CURRENT CASE IS A CHAPTER
11,12, OR 13 7
7 When the plan is confirmed, reverse the | Proceed with routine case processing.
TC 520 cc 84 using the confirmation Unless there are issues in the case that
date (TC 521) with a 1-cycle delay to require the case to remain in FI, routine
input a TC 520 cc 6X (based on the case processing will allow transfer of
closing code used in your location) to the case from Fl to CIO.
IDRS using the confirmation date as the
TC 520 date.
8 Add the TC 521 (from TC 520 cc 84) Intentionally left blank.
and the TC 520 cc 6X manually input to
IDRS to the Freeze Screen on AlS.
9 Document all actions in the AIS history. | Intentionally left blank.
10 Proceed with routine case processing. Intentionally left blank.
In the Chapter 13 case, if there are no
issues in the case that require the case
to remain in Fl, routine case processing
will allow transfer of the case from Fl to
CIO upon completion of confirmation
actions in the case. (See IRM
5.9.10.6.1(2), Field Insolvency (FI)
Actions Prior to Case Transfer, Older
Cases, for confirmation actions.)
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5.9 Bankruptcy and Other Insolvencies

Exhibit 5.9.5-7 (04-24-2025)
Debtor States Identity Theft (IDT)

Follow the steps in the table below when the debtor alleges that they are a victim of identity theft. For additional
information, see IRM 25.23.2, Identity Protection and Victim Assistance - General Case Processing, IRM
25.23.9, Business Master File (BMF) Identity Theft Processing, and IRM 5.1.28, Identity Theft for Collection

Employees.

TC 971 Action
Code

Step

Employee Actions

Notes

1 Intentionally
left blank.

The debtor in a bankruptcy case will
state that they did not earn income
during a specific tax year or that a
return in question was not filed .
Determine if the debtor has previously
submitted an IDT claim.

Review IDRS cc ENMOD and determine

if the following conditions exist:

a. There is a posted/unreversed TC
971 AC 501/506 or TC 971 AC 522
Source Code INCOME, MULTFL,
INCMUL, NOFR, NODCRQ, or
OTHER, AND

b. The posted transaction falls within
the three year period described in
IRM 25.23.2.4.4.1(1), AND

c. The allegation relates to a previ-
ously reported incident as
described in IRM 25.23.2.4.4(3).

If there was a previous claim within the

three-year period described in IRM

25.23.2.4.4(3), do not mark the incident
again.

Note: DO NOT request IDT supporting

documentation if it has already
been submitted for an incident.

If there was no previous claim, request
input of the TC 971 AC 522 Source
Code PNDCLM (see step 2) and
request IDT supporting documentation
(see Step 3).

If the return filed by an ID thief resulted
in issuance of a refund to the debtor,
the bankruptcy estate, or trustee, ask
the debtor or trustee to return the refund
to IRS. See Step 6 for actions to take
when the refund is not returned to IRS,
or for posting the returned refund or re-
placement check.

To prevent systemic issuance of the

refund on the potential IDT account:

o Input TC 520 cc 81 to the
refund module on IDRS.

° Write in the AIS history in all
capital letters, POTENTIAL
IDT CASE. DO NOT ISSUE
REFUND ON 30-20XX12.

° Add an “Iden Theft” case clas-
sification to the classification
screen on AlS to alert users of
the AIS system that there is
an open IDT issue in the case.
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Exhibit 5.9.5-7 (Cont. 1) (04-24-2025)
Debtor States Identity Theft (IDT)
Step | TC 971 Action | Employee Actions Notes
Code
2 TC 971 AC When a debtor states that they are a Input of the TC 971 AC 522 Source
522 Source victim of identity theft and the account Code PNDCLM:
Code was not previously marked for identity ° Caseworkers will input the TC
PNDCLM (IMF | theft: 971 AC 522 Source Code
IDT) or o Request input of a TC 971 AC PNDCLM directly to IDRS. For
TC 971 AC 522 with Source Code PNDCLM, additional information, see
522 Source if the account has not already Exhibit 25.23.2-10, IMF Only
Code IDTCLM been marked for identity theft. TC 971 AC 522 Tax-Related
(BMF IDT) (See IRM 25.23.2.4.4, Initial Alle- Identity Theft, Case Status
gation or Suspicion of Tax- (Initial Claim/Suspicion and
Related Identity Theft - IMF Supporting Documents).
Identity Theft Indicators, and sub- | e Caseworkers will request input
sections. Additional information of the TC 971 AC 522
can also be found in IRM PNDCLM by completing Form
5.1.28.8.2, Individual Taxpayer 4844, Request for Terminal
Alleges Identity Theft. Action, and submitting the
Caution: Prior to marking an form to the Designated Identity
account with TC 971 Theft Adjustment (DITA) team.
AC 522 PNDCLM or Contact information for DITA is
IRSID, research IDRS included in IRM 5.9.5.12.1.3,
command code (cc) Routing Form 3870 to Adjust
ENMOD or IMFOLE to Identity Theft (IDT) Accounts.
ensure the account has For additional information on
not already been completing the Form 4844,
marked for the IDT see IRM 5.1.28.8.5, IMF
incident. Do not input Identity Theft Indicator Codes,
a second code for the through IRM 5.1.28.8.5.5,
same incident. Remarks Block, and IRM
. : 5.1.28-1, IMF Form 4844
° If th(_a IDT |nC|dgnt involved Example Input of TC 971 AC
multiple years, input the IDT : .
indicator on each year affected by 522 Pending Claim.
IDT. There is no need to enter Note: For information on preparing
any history items on ENMOD/ Form 4844 in the BMF IDT
IMFOLE. case see IRM 5.1.28-3, BMF
. . Form 4844 Example Input of
Note: See IRM ?5.23.9.6.1, Allegatlon TC 971 AC 522 Initial Allega-
or Suspicion of BMF Identity tion or Suspicion of Identity
Theft TC 971 AC 522 IDTCLM, Theft
and IRM 5.1.28.14, BMF Identity )
Theft Tracking Indicators, and Reminder: Document all actions
subsections, for information on taken in the case in the
marking BMF cases when the AIS case history.
business debtor states they are a
victim of IDT.
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Exhibit 5.9.5-7 (Cont. 2) (04-24-2025)

Debtor States Identity Theft (IDT)

Code

Step | TC 971 Action | Employee Actions

Notes

3 TC 971 AC Request or input the TC 971 AC 522

522 Source with the appropriate source code when
Code complete and legible substantiation
o Income | documentation is received from the

. MULTFL | debtor. See the following for additional
° INCMUL | information:
o NOFR ° IRM 5.1.28.8.2, Individual

o OTHER Taxpayer Alleges Identity Theft
or IDTDOC, in | e IRM 5.1.28.5, Types of IMF
the BMF case. Identity Theft, and subsections

o IRM 5.1.28.14, BMF Identity Theft
Tracking Indicators, and subsec-
tions

o IRM 25.23.2.3.8, Marking
Taxpayer Accounts When
Accepting Identity Theft Claims

o IRM 25.23.9.6.2, Taxpayer Sup-
porting Documentation - TC 971
AC 522 IDTDOC

Caseworkers will input the TC 971
AC 522 with the required Source
Code directly to IDRS or will request
input by submitting Form 4844 to
DITA.
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Exhibit 5.9.5-7 (Cont. 3) (04-24-2025)
Debtor States Identity Theft (IDT)

Step | TC 971 Action | Employee Actions Notes
Code

4 Request TC If the debtor submitted the IDT substan- | See IRM 5.9.5.12.1.2, Adjusting the
971 AC 501 tiation, or the substantiation was not Identity Theft (IDT) Account, and

(IMF 1DT) or required, and the caseworker has deter- | IRM 5.9.5.12.1.3, Routing Form 3870

TC 971 AC mined that in their judgment IDT has to Adjust Identity Theft (IDT)

522 (BMF IDT) | occurred: Accounts, for additional information

° Contact the debtor. Advise that it | on preparing and routing of the Form
has been determined that they 3870.

are a victim of IDT and we will be | nyote: See Exhibit 5.9.5-8, IRS Iden-

adjusting their account accord- tified Identity Theft (IDT), for
ingly. guidance on cases where IDT
° Prepare Form 3870 to correct the substantiation was not
del?tor":s account. received but the caseworker
. Write, “Input the TC 971 AC 501 determined that IDT did occur.

(or TC 971 AC 522) once all ad-
justments have been input” on the
Form 3870.

° Route the Form 3870 to the ap-
propriate function for input.

o Document all actions in the AIS
case history.
o Schedule a follow-up on AlS to

ensure that all adjustments were
processed and the TC 971 AC
501 (or TC 971 AC 522) has
been input to IDRS.

Note: If the address on ENMOD/
IMFOLE for the debtor is
incorrect, include instructions for
an address change on the Form
3870.

For additional information see:

° IRM 5.1.28.8, Identity Theft Case
Resolution, and subsections

o IRM 5.1.28.14, BMF Identity Theft
Tracking Indicators, and subsec-
tions

° IRM 25.23.2.3.7, When to Update
the Victim’s Address

° IRM 25.23.2.4.1, Tracking and
Reporting Identity Theft Cases -
Identity Theft Indicators, and sub-
sections

o IRM 25.23.2.6, Closing Identity
Theft Issues, and subsections

° IRM 25.23.9.6, Business Master
File (BMF) Identity Theft Tracking
Indicators, and subsections
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Exhibit 5.9.5-7 (Cont. 4) (04-24-2025)
Debtor States Identity Theft (IDT)

Step

TC 971 Action
Code

Employee Actions

Notes

TC 972 AC
522 Source
Code NOIDT

If the debtor has provided ID Theft Sub-

stantiation or if substantiation is not

required because it was previously
submitted (see Step 1), and the case-
worker has determined that in their
judgment that IDT did not occur, the
caseworker must:

° Contact the debtor. Advise the
debtor that it has been deter-
mined that identity theft did not
occur and closing the identity
theft issue.

° Request input of a TC 972 AC
522 Source Code NOIDT unless
the debtor states they have addi-
tional information they would like
for the caseworker to consider.

° If the debtor advises that they
have additional information that
they would like for IRS to
consider, ask the debtor to submit
the additional information to the
caseworker by an established
deadline. Advise the debtor that if
the information is not received by
the deadline, we are closing the
IDT issue.

° If the debtor was to submit addi-
tional information and did not
submit the information by the es-
tablished deadline, request input
of a TC 972 AC 522 Source Code
NOIDT.

° Document all actions in the AIS
history.

° Close the “Iden Theft” case clas-
sification on AIS.

See the following for additional informa-

tion:

Caseworkers will input the TC 972
AC 522 with Source Code NOIDT
directly to IDRS or will request input
by submitting Form 4844 to DITA.
Continue with routine case process-
ing using established bankruptcy
procedures.

Do not proceed further in this
chart.
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Exhibit 5.9.5-7 (Cont. 5) (04-24-2025)
Debtor States Identity Theft (IDT)

Code

Step | TC 971 Action | Employee Actions

Notes

IRM 5.1.28.8.6, Identity Theft
Code TC 971 AC 522 Reversal
Procedures (TC 972 AC 522)
IRM 5.1.28.9, Taxpayer is Not a
Victim of Identity Theft

IRM 5.1.28.14.2, Reversing
Pending BMF Identity Theft Indi-
cators

IRM 25.23.2.6.6.1, No Reply - TC
972 AC 522 NORPLY

IRM 25.23.9.6.7, Reversing BMF
Identity Theft Indicators - TC 972
AC 522 NOIDT
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Exhibit 5.9.5-7 (Cont. 6) (04-24-2025)
Debtor States Identity Theft (IDT)

Step | TC 971 Action | Employee Actions Notes
Code
6 TC 972 AC If the debtor stated they are a victim of | e Caseworkers will request input
522 IDT, does not provide the required 1D of the TC 972 AC 522 Source
Source Code | Theft substantiation by the established Code NORPLY directly to
NORPLY deadline, and undetermined through IDRS. (See IRM 25.23.2-11,
internal research that IDT occurred: IMF Only TC 972 AC 522 -

° Contact the debtor and advise the Reversal of TC 971 AC 522,
debtor that the IRS is not going to and IRM 25.23.9-5, Reversing
work the IDT issue because IDT BMF Identity Theft Indicators -
substantiation was not received TC 972 AC 522, for additional
by the established deadline. information).

o If the debtor states that the docu- | e Caseworkers will also submit
mentation was previously Form 4844, Request for
submitted to the IRS and there is Terminal Action, to DITA to
no information on IDRS to request input of the TC 972
support the debtor’s claim, ask AC 522 Source Code
the debtor to submit a duplicate NORPLY. See IRM
copy of the documentation by a 5.9.5.12.1.2, Adjusting the
mutually agreed upon date. Identity Theft (IDT) Account,
Advise the debtor that the IRS will IRM 5.9.5.12.1.3, Routing
not work the IDT issue if the sub- Form 3870 to Adjust Identity
stantiation is not received by that Theft (IDT) Accounts, and IRM
date. 5.1.28.8.5.5, Remarks Block,
Reminder: If the debtor says for additional information.

the IDT substantiation | ® Continue with routine case
documentation has processing using established
already been bankruptcy procedures.
submitted, and the ° Notate all actions in the AIS
IDT indicator codes history.

are not present on

IDRS, check AMS to

see if the documents

have been scanned

into CIS.

° If the debtor does not indicate
that the substantiation was previ-
ously submitted, reverse the IDT
indicator on IDRS by requesting a
TC 972 AC 522 with Source Code
NORPLY.

For additional information see the

following subsections:
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Exhibit 5.9.5-7 (Cont. 7) (04-24-2025)
Debtor States Identity Theft (IDT)

Step | TC 971 Action
Code

Employee Actions

Notes

° IRM 5.1.28.8.6, Identity Theft
Code TC 971 AC 522 Reversal
Procedures (TC 972 AC 522)

° IRM 5.1.28.14.2, Reversing
Pending BMF Identity Theft Indi-
cators

o IRM 25.23.2.6.6.1, TC 972 AC
522 NORPLY

° IRM 25.23.9.6.6, Reversing BMF
Identity Theft Indicators - TC 972
AC 522 NORPLY

See Exhibit 5.9.5-8, IRS Identified
Identity Theft (IDT), and Exhibit 5.9.5-9,
Trustee or Debtor’s Attorney States
Debtor is a Victim of Identity Theft (IDT),
for instructions in cases where the bank-
ruptcy trustee stated that the debtor is a
victim of IDT or the IRS identified that
the debtor is a victim of IDT.

7 Intentionally
left blank.

Close the “Iden Theft” case classifica-
tion on AIS once all actions in the case
involving IDT have been completed.

Intentionally left blank.

Note: Functions with on-line IDRS input capabilities will follow instructions for inputting the TC 971 and TC 972
in IRM 25.23, Identity Protection and Victim Assistance. Functions that do not have on-line input capabili-
ties will follow instructions in IRM 5.1.28, Field Collection Procedures, Identity Theft for Collection

Employees.
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5.9 Bankruptcy and Other Insolvencies

Exhibit 5.9.5-8 (04-24-2025)
IRS Identified Identity Theft (IDT)

IRS will identify that the debtor is a victim of identity theft. Use the chart below when IRS identifies that the
debtor is a victim of identity theft. Additional information on IRS identified IDT can be found in IRM 5.1.28,
Identity Theft for Collection Employees, and in IRM 25.23, Identity Protection and Victim Assistance. Guidance
can be found in, but is not limited to:

IRM 5.1.28.8.3, IRS Identified Identity Theft

IRM 25.23.2.4.5, IRS Initiated Suspicion of Identity Theft - TC 971 AC 522 IRSID

IRM 25.23.2.6.3, Closing IRS Determined Identity Theft Affecting Tax Administration - TC 971 AC
506

IRM 25.23.2-8, IMF Only TC 971 AC 506 — IRS Determined Tax-Related Identity Theft Case
Closure

IRM 25.23.9.4.2, Individual Taxpayers Reporting to be Victims of Business-Related Identity Theft
IRM 25.23.9.6.1, Allegation or Suspicion of BMF Identity Theft TC 971 AC 522 IDTCLM

IRM 25.23.9.6.3, Closing Business Master File (BMF) Identity Theft Issues - TC 971 AC 522
CLSIDT

IRM 25.23.9-2, Business Master File (BMF) IDT Indicators - TC 971 AC 522 IDTCLM - Initial Allega-
tion or Suspicion of BMF IDT

IRM 25.23.9-4, Business Master File (BMF) IDT Indicators - TC 971 AC 522 CLSIDT - Closed and
Confirmed as BMF ID Theft

IRM 25.23.9-7, Business Master File (BMF) Identity Theft Research Requirement
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Exhibit 5.9.5-8 (Cont. 1) (04-24-2025)

IRS Identified Identity Theft (IDT)

Step | TC 971 Action Employee Actions Notes
Code

1 TC 971 AC 522 | If you determine that the debtor is a Use Form 4844 to request input
Secondary Code | victim of IDT and the account has not of the TC 971 AC 522 with
IRSID already been marked for IDT: Source Code IRSID. Forward

Input TC 971 AC 522 with
Secondary Code IRSID, or
Request input of TC 971 AC 522
with Secondary Code IRSID using
Form 4844.

Caution: Prior to marking an account

with TC 971 AC 522 PNDCLM
or IRSID, research ENMOD/
IMFOLE to ensure the account
has not already been marked
for the same tax year/incident.
If the coding already exists, do
not input a second code for the
same tax year/incident.

If the IDT incident involved more
than one tax year, enter an IDT
indicator on IDRS for each tax
year impacted by IDT. There is no
need to enter a history item on
ENMOD/IMFOLE.

Add the case classification “lden
Theft” to the case classification
screen on AIS to alert users of the
AIS system that there is an open
IDT issue in the case.

If the return filed by an ID thief
resulted in issuance of a refund to
the debtor, the bankruptcy estate,
or trustee, ask the debtor or
trustee to return the refund to the
IRS. See Step 6 of Exhibit 5.9.5-7,
Debtor States Identity Theft (IDT),
for actions to take when the refund
is not returned to IRS or for
posting the returned refund or re-
placement check.

Document all actions in the AIS
case history.

the Form 4844 to DITA for input.
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Exhibit 5.9.5-8 (Cont. 2) (04-24-2025)
IRS Identified Identity Theft (IDT)

Step | TC 971 Action Employee Actions Notes
Code
2 Intentionally left | In all instances, the caseworker must Intentionally left blank.
blank. conduct research to determine if (in their
judgment), identity theft occurred. See
Step 4 in Exhibit 5.9.5-7, Debtor States
Identity Theft (IDT), for additional infor-
mation.
3 TC 972 AC 522 | If the caseworker has determined that in | e Reverse the TC 971 AC
Source Code their judgment IDT did not occur, the 522 with TC 972 AC 522
NOIDT caseworker will request input of a TC 972 Source Code NOIDT. Use
AC 522 Source Code NOIDT. See Step 8 Form 4844 to request
in Exhibit 5.9.5-7, Debtor States Identity input. Forward the Form
Theft (IDT), for additional information. 4844 to DITA for input.

° Continue with routine case
processing using estab-
lished bankruptcy
procedures.

° Document all actions in
the AIS history.

o Close the “Iden Theft”
case classification on AlS.

Do not proceed further in the

chart.

4 Intentionally left | Once the caseworker has determined See Step 6 in Exhibit 5.9.5-7,
blank. that IDT has occurred, take actions Debtor States Identity Theft
specific to the bankruptcy case. (IDT), for additional information.
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Exhibit 5.9.5-8 (Cont. 3) (04-24-2025)

IRS Identified Identity Theft (IDT)

Step | TC 971 Action Employee Actions Notes
Code
5 TC 971 AC 506 |e Prepare Form 3870 to correct tax- | See IRM 5.9.5.12.1.2, Adjusting
payer’s account when the the Identity Theft (IDT) Account,
caseworker has determined that for information on adjusting the
identity theft has occurred. debtor’s account. See IRM
o Write “Input TC 971 AC 506 when | 5.9.5.12.1.3, Routing Form 3870
all adjustments have been input” to Adjust Identity Theft (IDT)
on the Form 3870. Accounts, for routing of Form
o Contact the debtor. Advise the 3870.
debtor that it has been determined | note: Close the “Iden Theft”
that they are a victim of identity case classification on AIS
theft and will be adjusting their once all the IDT issues
account accordingly. have been resolved. See
o Schedule a follow-up on AIS to Step 6 in Exhibit 5.9.5-7,
ensure that all adjustments were Debtor States Identity
processed and that the TC 971 AC Theft (IDT), for instruc-
506 has been input. tions on addressing
J Document all actions in the AlS modules with a refund
case history due to a return prepared
Note: If the address on ENMOD/ by an ID thief.
IMFOLE for the taxpayer is
incorrect, include instructions for
an address change on the Form
3870. (IRM 25.23.2.3.7, When to
Update the Victim’s Address)
See IRM 25.22.2-8, IMF Only TC 971 AC
506 — IRS-Determined Tax-Related
Identity Theft Case Closure, for additional
information.
6 Intentionally left | Close the “Iden Theft” case classification | Intentionally left blank.
blank. on AIS once all actions in the case
involving IDT have been completed.

Note: Functions with on-line IDRS input capabilities will follow instructions for inputting the TC 971 and TC 972
in IRM 25.23, Identity Protection and Victim Assistance. Functions that do not have on-line IDRS input
capabilities will follow instructions in IRM 5.1.28, Field Collection Procedures, Identity Theft for Collection

Employees.
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Exhibit 5.9.5-9 (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

Insolvency will be contacted by a third-party, such as the debtor’s attorney or the bankruptcy trustee. The third-
party will state that the debtor is a victim of IDT. Follow the steps in the chart below for processing these cases.

Step TC 971 Action Employee Actions Notes
Code

1 Intentionally left A person other than the debtor in Follow Step 1 in Exhibit 5.9.5-7,
blank. the debtor’s bankruptcy case, such | Debtor States Identity Theft (IDT).

as the debtor’s attorney or bank-

ruptcy trustee, contacts Insolvency.

They suspect the debtor is a victim

of identity theft because:

° The debtor previously gave
the trustee an affidavit
stating they did not file tax
returns because they had no
taxable income. Yet, the
trustee received a refund for
a tax period covered in a
refund turnover order.

° The debtor contacted the
trustee or bankruptcy
attorney about a letter they
received from the IRS
saying that their tax refund
had offset to child support, a
student loan, or some other
debt. They do not remember
filing a tax return.

° The debtor told the trustee
that they are required to file
tax returns. They attempted
to file their tax return elec-
tronically. The tax return was
rejected because there was
already a tax return filed for
the tax year in question
under their SSN.

Follow Step 1 in Exhibit 5.9.5-7,

Debtor States Identity Theft (IDT).

Do not request IDT substantiation

if the debtor has previously

submitted the substantiation.
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Exhibit 5.9.5-9 (Cont. 1) (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

Step TC 971 Action Employee Actions Notes
Code
2 TC 971 AC 522 When a third-party, such as the Follow Step 2 in Exhibit 5.9.5-7,
Source Code bankruptcy attorney or bankruptcy | Debtor States Identity Theft (IDT).
PNDCLM trustee identifies that the debtor is
a victim of IDT, and the account
was not previously marked for IDT,
follow Step 2 in Exhibit 5.9.5-7,
Debtor States Identity Theft (IDT).
3 Intentionally left If a review of IDRS cc ENMOD/ Intentionally left blank.
blank IMFOLE does not show that the
debtor has previously submitted
IDT supporting documentation,
contact the debtor and ask the
debtor to provide the IDT support-
ing documentation. Follow Step 3
in Exhibit 5.9.5-7, Debtor States
Identity Theft (IDT).
4 Intentionally left The caseworker must conduct Follow Step 4 in Exhibit 5.9.5-7,
blank. research to determine if (in their Debtor States Identity Theft (IDT).
judgment), IDT occurred. Follow
Step 4 in Exhibit 5.9.5-7, Debtor
States Identity Theft (IDT).
Do NOT wait for receipt of IDT
substantiation documents to
conduct your research.
5 Intentionally left Once the caseworker has deter- Intentionally left blank.
blank. mined that IDT has occurred, take
actions specific to the bankruptcy
case. Follow Step 6 in Exhibit
5.9.5-7, Debtor States Identity
Theft (IDT).
6 TC 971 AC 522 Follow Step 5 in Exhibit 5.9.5-7, Follow Step 5 in Exhibit 5.9.5-7,
with Source code | Debtor States Identity Theft (IDT), | Debtor States Identity Theft (IDT).
o INCOME when complete and legible sub-
° MULTFL stantiation is received from the
o INCMUL debtor.
o NOFR
o OTHER
(for IMF IDT), or
Source Code
IDTDOC (for BMF
IDT)
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Exhibit 5.9.5-9 (Cont. 2) (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

TC 971 Action
Code

Step

Employee Actions

Notes

7 TC 971 AC 501
(IMF IDT) or TC
971 AC 522 (BMF
IDT)

If the debtor submitted IDT sub-
stantiation or if ID Theft
substantiation was not required
because it was previously
submitted, and you have deter-
mined identity theft occurred:

° Prepare Form 3870 to
correct the debtor’s account.

o Write “Input the TC 971 AC
501 (or TC 971 AC 522)
once all adjustments have
been input” on the Form
3870.

o Contact the debtor. Advise
the debtor that we have de-
termined that they are a
victim of identity theft and
we will be adjusting their
account accordingly.

o Document all actions in the
AIS case history.

° Schedule a follow-up on AIS
to ensure that all adjust-
ments were processed and
that the TC 971 AC 501 (or
TC 971 AC 522) has been
input to IDRS.

Note: If the address on ENMOD/
IMFOLE for the taxpayer is
incorrect, include instruc-
tions for an address change
on the Form 3870. (IRM
25.23.2.3.7, When to
Update the Victim’s
Address)

See IRM 5.9.5.12.1.2, Adjusting
the Identity Theft (IDT) Account,
for information on preparing the
Form 3870. See IRM 5.9.5.12.1.3,
Routing Form 3870 to Adjust
Identity Theft (IDT) Accounts, for
routing adjustment documents.
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Exhibit 5.9.5-9 (Cont. 3) (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

substantiation but you have deter-

mined that identity theft has

occurred, and you are treating the
account as IRS identified IDT:

° Prepare Form 3870 to
correct taxpayer’s account.

o Write “Input TC 971 AC 506
when all adjustments have
been input” on the Form
3870.

o Contact the debtor. Advise
the debtor that it has been
determined that they are a
victim of identity theft and
will be adjusting their
account accordingly.

° Document all actions in the
AIS case history.
o Schedule a follow-up on AlS

to ensure that all adjust-
ments were processed and
the TC 971 AC 506 has
been input to IDRS.

Note: If the address on ENMOD/
IMFOLE for the taxpayer is
incorrect, include instruc-
tions for an address change
on the Form 3870. (IRM
25.23.2.3.7, When to
Update the Victim’s
Address)

Step TC 971 Action Employee Actions Notes
Code
8 TC 971 AC 506 If the debtor did not submit IDT See IRM 5.9.5.12.1.2, Adjusting

the Identity Theft (IDT) Account,
for additional information on
preparing the Form 3870. See IRM
5.9.5.12.1.3, Routing Form 3870 to
Adjust Identity Theft (IDT)
Accounts, for routing adjustment
documents.
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Exhibit 5.9.5-9 (Cont. 4) (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

Step

TC 971 Action
Code

Employee Actions

Notes

TC 971 AC 522
Source Code
IRSID

If the ID Theft substantiation is not
received by the established
deadline, it might be because the
debtor has received the benefit of
the refund from the identity theft
return.

If your research determined that
the debtor was a victim of IDT,
treat the case as IRS identified
Identity Theft.

Request input of TC 971 AC 522
with Source Code IRSID using
Form 4844.

Caution: Prior to marking an
account with TC 971 AC
522 PNDCLM or IRSID,
research ENMOD/
IMFOLE to ensure the
account has not already
been marked for the
same tax year/incident.
If the coding already
exists, do not input a
second code for the
same tax year/incident.

If the incident involved multiple tax
years, input the IDT indicator to
each tax year involved in the IDT
incident. There is no need to enter
a history item on ENMOD/IMFOLE
reflecting the tax years involved.

Document all actions taken in the

AIS history.

10

TC 972 AC 522
Source Code
NOIDT

If the caseworker has determined
that in their judgment Identity theft
did not occur, the caseworker will
request input of a TC 972 AC 522
source code NOIDT. Follow Step 8
in Exhibit 5.9.5-7, Debtor States
Identity Theft (IDT).

Follow Step 8 in Exhibit 5.9.5-7,
Debtor States Identity Theft (IDT).

11

Intentionally left
blank.

Close the “Iden Theft” case classi-
fication on AIS once all actions in

the case involving IDT have been

completed.

Intentionally left blank.
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Exhibit 5.9.5-9 (Cont. 5) (04-24-2025)
Trustee or Debtor’s Attorney States Debtor is a Victim of Identity Theft (IDT)

Note: Functions with on-line IDRS input capabilities will follow instructions for inputting the TC 971 and TC 972
in IRM 25.23, Identity Protection and Victim Assistance. Functions that do not have on-line IDRS input
capabilities will follow instructions in IRM 5.1.28, Field Collection Procedures, Identity Theft for Collection
Employees.

Cat. No. 39961W (04-24-2025) Internal Revenue Manual Exhibit 5.9.5-9
Any line marked with a #
is for Official Use Only






	Manual Transmittal
	 Table of Contents
	5.9.5.1  Program Scope and Objectives
	 5.9.5.1.1  Background
	 5.9.5.1.2  Authority
	 5.9.5.1.3  Roles and Responsibilities
	 5.9.5.1.4  Program Management and Review
	 5.9.5.1.5  Program Controls
	 5.9.5.1.6  Terms/Definitions/Acronyms
	 5.9.5.1.7  Related Resources
	5.9.5.2  Notification of Bankruptcy Filing
	 5.9.5.2.1  Notices Not Received
	 5.9.5.2.2  Mailing Matrix
	5.9.5.3  Asset/No Asset Cases
	 5.9.5.3.1  Chapter 7 and Chapter 11 Liquidating Partnerships
	5.9.5.4  Automated Insolvency System (AIS) Documentation
	 5.9.5.4.1  Case Classifications
	 5.9.5.4.2  Summary Histories
	 5.9.5.4.3  Chapter 13 Summary Histories
	 5.9.5.4.4  Chapter 7 Summary Histories
	5.9.5.5  Initial Processing Actions
	 5.9.5.5.1  Timely Follow-up Actions
	 5.9.5.5.1.1  Document Upload Tool (DUT)
	5.9.5.6  Bankruptcy “Freeze” Code (TC 520)
	 5.9.5.6.1  Closing Codes
	 5.9.5.6.2  Reversing the Bankruptcy Indicator
	5.9.5.7  Serial Filers
	 5.9.5.7.1  Systemic Identification in Serial Filer Cases
	5.9.5.8  Levies and Bankruptcy
	5.9.5.9  Liens and Insolvency
	 5.9.5.9.1  NFTLs Filed after Bankruptcy Filing
	 5.9.5.9.1.1  Rescinding NFTL CDP Rights
	 5.9.5.9.2  Refiling Notices of Federal Tax Lien (NFTLs)
	 5.9.5.9.3  Notice of Federal Tax Lien (NFTL) Filing by Insolvency
	5.9.5.10  Adjusting Bankruptcy Accounts
	5.9.5.11  Transferring Cases
	5.9.5.12  Identity Theft (IDT) - Introduction
	 5.9.5.12.1  Insolvency Responsibilities When Identity Theft (IDT) Issues are Present in a Bankruptcy Case
	 5.9.5.12.1.1  Identity Theft (IDT) Substantiation
	 5.9.5.12.1.2  Adjusting the Identity Theft (IDT) Account
	 5.9.5.12.1.3  Routing Form 3870 to Adjust Identity Theft (IDT) Accounts
	 5.9.5.12.2  Return Preparer Fraud or Misconduct (RPM)
	5.9.5-1   Transfer Steps for Cases with No Open Confirmed Plan Monitoring (CPM) “Plan Screen” or No Open Other Investigation Screen
	5.9.5-2   Transfer Steps for Cases with an Open Confirmed Plan Monitoring (CPM) “Plan Screen”
	5.9.5-3   Allowable Elapsed Time Between Bankruptcy Filings and Discharges
	5.9.5-4   Common Processing Steps in Serial Filer Cases
	5.9.5-5   Processing the Serial Filer Case When the Stay Terminates After 30 Days
	5.9.5-6   Processing the Serial Filer Case When No Stay Goes into Effect
	5.9.5-7   Debtor States Identity Theft (IDT)
	5.9.5-8   IRS Identified Identity Theft (IDT)
	5.9.5-9   Trustee or Debtor's Attorney States Debtor is a Victim of Identity Theft (IDT)

