July 2, 2011                                Exhibit – Q.
Just Me
Seattle, Wa 
Examiner
Internal Revenue Agent

Phoenix, AZ 85012
Re: Copy of Shulman letter for your file
Dear Examiner,
Attached is a copy of the letter which I sent to Commissioner Shulman and his office should have received on the 30th.  This is for inclusion with my file, and just to complete your records.

I left you a voice mail yesterday. Hopefully you got it.  I wanted you to know that I have contacted the International section of the Taxpayer Advocacy Office to ask for their assistance in reviewing my situation and OVDP penalties being applied. They will be listening in on our conference call on the 5th with Victoria Gally, SB Program Director, OVDI.   
I am also including a copy of the most recent Tax Notes Today Newsletter which outlines certain initiatives which the Tax Advocacy Service is pursuing related to FAQ 35. 

As I stated in my voice mail, I have been very empathetic that you have done a good job with the audit process, operating within the rules and regs that constrain you.  I have absolutely no problems with your professional, patient, and congenial approach.  You represent the IRS well.

By the time you read this, we will know, if any discretion can or will be applied outside the OVDP.  If I was a wagering man, I would make this prediction now.  I will get a courteous hearing.  I will be given the “chapter and verse” of the Opt Out.  I may or may not be given some more time to decide, but in the end, the result will be inconclusive for me. Maybe my analysis is wrong, but that is what I am expecting.  
There is benefit for me, however.  At least my case has gotten some higher attention than you can provide in the OVDP process given your restrictions.  Also, I will get some insight to current upper management IRS mindset which might shine more light on what to expect from the “Opt Out Management Committee”.  Last we talked, you and your manager could not really provide any help here for understandable reasons. You are not in the communication loop.  Time will tell, if my analysis is right.  I am being a realist, with just a hopeful twinge that “reason and logic” might insert itself into the process.  Ultimately, a $172,000 penalty as compared to a $21,000 failure which was voluntarily disclosed and promptly paid, just doesn’t seem appropriate especially when I was not the target audience of the OVDP in the first place.  I doubt my comparisons to Geithner situation will hold any sway, but that has to be embarrassing for all.  Maybe I shouldn’t have brought it up.
Anyway, thanks again for your multiple efforts to remove my home from the penalty structure.  I fully understand why you were unable to do this, and as I have stated many times, I don’t hold you personally responsible.  

Thank you again.
Sincerely,

Just Me
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Tax Notes Today
June 30, 2011
Taxpayer Advocate Issues Assistance Order on Offshore Cases, Criticizes Disclosure Program
by Jeremiah Coder

The Taxpayer Advocate Service has issued at least one taxpayer assistance order to the IRS involving an offshore account disclosure, Tax Analysts confirmed June 29, the same day the national taxpayer advocate released a report critical of the IRS's handling of non-willful mitigating claims in its 2009 offshore voluntary disclosure program.
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The Taxpayer Advocate Service (TAS) has issued at least one taxpayer assistance order (TAO) to the IRS involving an offshore account disclosure, Tax Analysts confirmed June 29. That revelation came the same day that National Taxpayer Advocate Nina Olson released a report critical of the IRS's handling of non-willful mitigating claims in its 2009 offshore voluntary disclosure program (OVDP).

Practitioners have complained for months that the IRS unfairly changed its treatment of some taxpayers who disclosed overseas accounts under the OVDP. The TAS echoed those complaints, writing in its report that the Service's clarification of its prior "seemingly unambiguous statement" in FAQ 35 -- that taxpayers disclosing offshore accounts would not pay more in penalties than would be possible under statutory tax liability -- was an "apparent reversal." (For the TAS report, see Doc 2011-14191 


 HYPERLINK "http://ezproxy.tjsl.edu:2122/taxbase/eps_pdf2011.nsf/Go?OpenAgent&14191&Login" \o "PDF: 2011-14191" \t "_blank" 
[image: image3]
. For related coverage, see Doc 2011-14266 
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.)

In March the IRS revised its FAQs on offshore account disclosures so agents would no longer be restricted to the previously outlined penalty limits, and some taxpayers who entered the 2009 program have clashed with agents over much higher penalty thresholds. The IRS has told taxpayers that if they want to make a non-willful argument that might lead to lower penalty amounts, they must opt out of the program and go through a traditional audit. But as the TAS report notes, taxpayers have already incurred substantial representation costs in entering the OVDP, and if they withdraw from the program, they could face criminal action and penalty amounts several times greater than the value of the offshore account. (For prior coverage, see Doc 2011-5827 

or 2011 TNT 54-4 

.)

The change to the IRS's FAQ guidance "violated longstanding IRS policy along with most conceptions of fairness and due process," the TAS said, adding, "The IRS's inconsistency and failure to follow its published guidance damaged its credibility with practitioners and could be subject to legal challenge." The TAS said it would push the IRS to "abide by the plain language of the original terms of the OVDP (as reasonably interpreted by the public and many of the IRS's examiners)."

Perhaps as an inducement for the IRS to reconsider its treatment of taxpayers participating in the OVDP, the TAS said it would document its findings regarding program participants making non-willful claims for inclusion in its 2011 annual report to Congress.

A spokesman for the TAS confirmed that the office has issued at least one TAO in the offshore account area but would not say how many have been issued total so far. Calls by Tax Analysts to practitioners handling offshore accounts yielded no firm indication that any of those tax professionals had asked the TAS for a TAO requiring the IRS to consider the merits of a reasonable cause claim while in the OVDP. However, news about the TAS's issuance of a TAO might encourage others to make similar requests, they said.
Under section 7811, the TAS can issue a TAO when a taxpayer is suffering a "significant hardship" as the result of IRS action. The IRS's inconsistent approach to letting taxpayers avail themselves of reasonable cause in the OVDP could easily qualify as posing a significant hardship, practitioners said.

One practitioner said he tells clients to push back when the IRS tries to assert higher tax liabilities when there are clear indicators of reasonable cause. When he feels strongly about a particular case, "I'd be willing to go to the mat" and seek a TAO, the practitioner said.
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