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Consistency in Ideni;{i‘vmg apd. Rewewmg Applications for Tax-Exempt Involviog
 Political Advocacy Issues
#201210022
AIGA Briefing
Septem’ber 12,2012

Overal! Objective:

Ouripverail ub}aatzw is 10 Assess: the consistency’ ofihe Exempt Orpanizations function’s:
identification #nd review of applications for tax-exempt status involving potential
political adsrocat;} issues.

j{)b}&ctne I Assess theractions takeri by the Exempt Orgﬁmzall{)m fﬂ nction i résponse

to the increase in applications for tax-exempt status from aradmzahom potentiaily
involved in political advocacy activities.

Current Status:
» We have completed preliminary interviews with the main players in the-
development of the advocacy issue to-ascertain ‘actions taken..
e We have obtained numerous emails and documents related fo the development of
the advocacy isue.
* “We have completed a draft timeling of évents based upon the inforination we have
-obtained to date, | '

‘Work Scheduled:
# Perfornadditional intefviews as necessary (o gather all relevant information:
s {Continue to develop the timeline if additional information is provided.
s Complete summaries for the objective.

Objective 11+ Determine whether changes-to procedures and controls since May 2010
affected the timelinéss of reviewing apghcah@m inviolving potential political-advocsacy
issues,

Current Status:

* We have completed preliminary inferviews with the main players in the-
development of the advocacy issue and detennined that there were no oufside
infltences when developing the criteria‘nsed fo identify advocacy vases that led (6
delays inprocessing the cases. '

s We have reviewed documentasion related to the steps taken during the
development of the advocacy emerging issue (- deferniine if Aniy actions delayed
the:review of the politicat advocacy applications. Delays identified include:

©- Latk of consistent management oversight '

© Lack of a formal process 10 request assistance from BO Technical
{Headquarters). "

‘o, Untimely guidasnce pt‘ov;cied to EO Determinations from EO Technical.

Work Sehediiled:

BSLTIGTA-86-T03081
TIGTA Bates003081
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» Complete summaries for the objective.

Objective IIT ~ Determine whether the actions taken by the Exempt Organizations
function to identify applications for tax-exempt status of organizations with potential
pehitical advocacy issues were consistent,

Cuorrent Status:

« [HA - EDS Full Development Cases
173 out of 244 cases conpleted. We received another 36 cases that need
to be reviewed.

21 potential exceptions identified

77 cases rms*img screener chronology

21 case$ mmmg specialist check sheet

14 cases missing specialist chronelogy

12 cases missing specialist narrative detailing justitication for
determmution

26 U.5.C. §6103

o

QQOOO

G

« |HB - Merit Closed Cases
o 900f 94 cases completed plus the-extra sampled cases. 'We did not
receive thiee-of the initially sampled cases. (We have re-requested theim,
We also re-requesied | additional case because the file was incomplete.)
3 potential exceptions identified
26.cases missing screener chronology
34 cases missing specialist check sheet
& cases missmo .*,pccmhﬁ;’{ chrono?ogy
25 cases missing specialist narrative detailing justification for
determination
o IHC — Advocacy Cases
116 out of 298 vases completed. We received another 73 cases that need.
to be reviewed. _
62 potential exceptions identified
17 cases missing screener chronology
12 cases missing specialist check sheet
4 cases missihg specialist chronology
6 cases missing specialist narrative detailing justification for determination

0 o._b{'}o

o]

a0 g0

o

Work Scheduled:
» Continue to review objective T11A cases as the files are received.
» Continue to review objective TIC cases as the files are received.
s Discusstesuls with EO once reviews completed.
s Complete summaries for the objective..

Objective IV — Determines whether the BO function consistently had a reasonable basis
for requesting information from organizations secking tax-exempt status involved in
potential advogacy. ' '

PSI-HETA=06-003082
TIGTA Bates003082
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Current Status:
¢ We have not begun this objective:
Work Scheduled:

« Once we complete objective I, we will begin reviewing cases for this ohjective.
‘We will review the same cases obtained for Objective IHC.

TIGTA Bates003083
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Consistenty in Identifying and Re‘vzewmg Awplicattens for Tax-exemyt Statas
‘Tnvelving Pelitical Advoeacy Cases
Audit Status Meeting:

MEMOOF CONTACT

Participantss Greg Kutz, AIGA A
Troy: Paiersm Director {v%a phomge)
. Tom Seidell, Awudit Manager _
Cheryl Miedina, Senior Anditor
‘Michael MéGovern, Auditos
Evan Close, Auditer

Dt Septeniber 25; 2012
Sabject: Statiis of dudit
Dietails:

ATGA Rutz Began by informisg us that THITA received an inquiry from Representative Issa on
the $tatus of gurreview. [t was deciéed that TIGTA will respofid 1HAT we are still in feldwork.

AN Seidell went throtigh the current status of the audir. We have completed o timefine of events

after miterviewing nuerons BO erployess and reviewing over 100 cnails. AIGA Kz
cornimented that-we don't know i wereceived all docnineitation.

AENESeiddl Tl qiitas¢ed our three Saftples for Ui case feviews. Heexplathed what 28
5@?{{:?{4) Grﬁﬂmzzmm cay and Fannot dﬂ inctudirig }:JOth&l campaign itervenion, as kmb agig:
js mot- the primary actiy ity of the'ofganization, and furthers its exemipt purpost. For § 501)3)
organizations, they caanot de any pchtlcal sampaign infervertion. For the three samiples, we are
revieliag gver 608 cdses to deterinine it they wers dccurately | identified for the advocaly giovp.

Based upon theinforiation availabletd the screener. I Ob)ectzvc TV, we will feview the
guestions to-deferndine if any were wAneCCSsary.

AI0A Kotz diad an idéa for afures seview. Falee: argam_amns void be approved for &

SOHH Dy statos. Any chariable donadons fo fhe argaﬁmﬁsons are-tax deductible, wihich affects
the tax gap.

ANE Seidielf explained that secorling to the people we spoke ta,. the Heardgrarters office knew-
£ases were. bemg held: bot did it oW the critéria bemz used. However, we have emails that
iriclude efetences foiTed Paity cases by Headquartersmployees.

RSI-HGTA-DE-DO30B4
TIGTA BatesD03084
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X

AIGA Kutzkeptses *’%ﬁiﬁﬁ WeE ;mt examples in the fﬂ?f}ﬂ of seférences to organizations and Hie
delays in. pzeceﬁs.mff cases that 1ok place. "He suzgesied we check with Chief Counsel on
_ whether we can generically refer io cases ds éxamples without them bemg fedacted in the report.

AIGA Eutz th:;\aie;wgdﬂ']?f}ﬂs.t. § 6103 ;o ]
i ki e l He iskedBow many {}rgan_zaﬁ@m received the
&e*mf iformatiss question. | stated that we bave net Tocked at the questicns yet. bt IRS

“Headquarters resiewed many case Hes forthe donorgueston and that T coudt give him o figure.
(Agditor'sNote; During abiegk in the meeting, | reviewed the Headguaters: aﬁagﬁm of:the
gifestions ‘asked and identified 28 organizations fhit received the dosot- question. AIGA Ktz

.asked fow many of them were Tea patty orgenizations. I'identified sight Tea Parly organizations
‘thatrecéived the denor question. Bder T, pp. 112 116}

We flien discassed how weenvision (e report. . AM Seidell explained that we plantied on suing
v Interim report and a final report for this-rey few, similar to the filitig seasen audits completed
every year. The first report would cover the timeline of events and. the. identification of advocacy
cases: The second report would. Fcludestnpler mformation, but-would also include.our analysis
OFthe questions (Objective 1Y), ATGA Ktz did pot think an intarin report wasa goed idea. He
suggested thatitie: FEPOTLT peeds fo-angwer the cmc:ai fuestion.of whether the IRS targeted Tea.

?artwg organizationd. Fhe anwwer i8.ves. We. showktalse inchide the aﬁegaaeﬂs niade by the
ergamizations,

‘Right note, no‘one has.alintted 6 authorizing the criteria used to identify sdvocacycasss. T just
ended up Bﬂai way, AKGA Keiz thinks weneed to ask the TEGE Commmissioner who autherized.

., the Ték Part y-oriterid: Biréctor Paterson hab his qu arterd§ facefing Wwith the CommisSioner
OMGITowW: (9!25;1 123,

KM Beideli called Director Peiterkon to joln the necfing. ATGA Kutz retterdted that he would like
1o get TEGE's official position on the criteria. Director Patérson agresd and Sawustoé hecould
glso-ask the-BOQ Direcior about thivas well. AIGA Kutz thonght this was a goud idea. AIGA
Kuifz also wants to.ask £ the gxecutives know tt e organizations were asked to provide
aédmes;:al ﬁﬁnm;amm but ister told T'w as 0L riedessary.

Birector Paterson mcn&oﬁad 1hé Werind re;;mr; weipln o issume. It wolld iichids iformatioh
oiy whether the }R‘S targeted Tez Varty osgaizations, vwhethier more l1bemi owmaucm'; Werg
referred 16 the advocaty gTonp. A discussion-on fiow ta woid issues in the. mp{aft was had. T
veas decitled we need o state the facts ~ -other oreapizations. with political campaign intervention
feitrag were nof sént to the advocsdy group {otfective THA and HIBY. We cannot defimitively”

‘:dentbfv Hberdl v8. conservative oigatizations, so we want 10 stay away from using ‘i}aat&:l
jargon.

BRI

PSETHEFABE-003088

TIGTA BatesDD3085
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Anketell Marg’aret A TIGTA

From: Paterson Troy D TIGTA

Sent: Monday, March 19, 2012 7:28 AM

Ta: Medina Cheryl J TIGTA; McGovern Michael A TIGTA; Seidell Thomas F TIGTA

Cc Nakamura Nancy A TIGTA

Subject: JCT Report on Allegations of Bias Surrounding Applications for Tax Exemption and

Examinations of Tax-Exempt Organizations

Cheryl, Mike, and Tom,,

Proving that there is nothing new under the sun, here is a March 2000 report fram the loint Committée on Taxation.
regarding allegations that the IRS was biased when reviewing applications and. conducting examinations of politically.
active organizations that were tax-exempt or applying to.be tax-exempt. Sound familiar? | haver'’t read this yet, but I'm,
thinking we. might be able to glean some bits of wisdom from an investigation that has already been down the path we
are heading. Have funt

Troy  mmma = Redacted by the Permanent

Subcommittee on Investigations

PSI-TIGTA-07-000902 TIGTA Bates No. 003991
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: .Anketell Margaret A TIGTA

¥ VFrom ' . 'Paterson Troy D TIGTA
Sent:: Tthsday, March 22, 2012 1:47 PM
S Ter Martin Russell PTIGTA
" Subject: RE: 501(c){4) Briefing Paper
-"Rus*':.j_.,'_

thought Russell was going to be briefed on these at the Senior Staff meeting today, butitiooks Tike. we’re‘scheduli ing
somethlng for early next week, ‘Assuming there are no ohiections next week, we will start planni ing the application side
of the audit next week. PEannmg_ wilt start-forthe oversight of existing 501(c}{4)s review:in about a month. .

- We lucked out that we, have two teams that are in the process of issuing reports right now and they happento be:the
teams with the most experience in the areal

Troy.

=== = Redacted by the Permanent
Subcommittee on Investigations

From: Martin Russell P TIGTA

Sent: Thursday, March 22,2012 1:42 PM
To: Paterson Troy D TIGTA

Subject: RE: 501(c)(4) Briefing Paper

When are you starting these if vou do?

. << OLE Object: Picture {Device Independent Bitmap) >>
Russell P. Martin 7

Director - Electronic Tax Administration

Returns Processing and Account Sérvices

Treasury Inspecter Genaral for Tax Administration

From: Paterson Troy D TIGTA

Sent: Thursday, March 22, 2012 1:34 PM.
To: Martin ‘Russell P TIGTA

Subject: RE: 501(c)(4) Briefing Paper

Russ,

Nancyand | were up.on'the hill.about a week and a half ago to discuss concerns one of the House Ways and Means.
subcommmittees had with the way the IRS is processing requests for tax exemption from potential section 510(c){4)
orgamzataons related to the Tea Party. Basically, the staffers we met with allege that the IRS has been sitting on.
reguests for.a long time and, during an election year, asking a massive amount of unreasonable questions before:
deciding:on whether to grant tax exemption to Tea Party-related groups. At the same time;the IRS is getting a lot of
heat from the Democrat side who allege that the IRS.is not cracking down hard enough on organizations funneling.
money{o siper PACS thatare masguerading g5 tax-exempt social welfare organizations (section 501{c)(4)"

1 )
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organlzatxonsj Iﬂ response, we've dec;ded to look at both sides of it (how the IRS is. processing applications. for tax.
. ‘exemption by p{)termal 501(c)(4) organizations and how the IRS is overseeing 501{c){4) organizations that are aiready in
bu_smgss. and filing mforma:ron,,rgtupnsj.,

This seems to.crop up every.election year when ore side or the other believes either the IRS is overstepping its bounds.
or tax-exempts are being too polf’titaif_y_:active._

Troy

From: Martin Russell P TIGTA
: Sent Thursday, March 22, 2012 1:22 PM
~ To: Paterson Troy D TIGTA
. Subject: RE: 501(c)(4) Briefing Paper

Hey Troy = what is this in response to??? Sorry try.i'hg to get up to speed.

<< OLE Object: Picture {Device Independent Bitmap}>>
Russell P. Martin '
Director - Electronic Tax Administration

- Returns Processing and Account Services.

) Treasury inspector General for Tax Administration

=== = Redacted by the Permanent
Subcommittee on Investigations

From: Paterson Troy D TIGTA

Sent: Thursday, March 22,2012 12:44 PM

To: Phillips. Michael R TIGTA; Nakamura Nancy A TIGTA
- Cecr Casey Kenneth F TIGTA; Martin Russell P TIGTA

Subject: RE: 501(c)(4) Briefing Paper

 Mike,
Attached is the revised 501{c}{4) briefing paper, We have addressed your concern by stating that we will cancel one
~auditand defay-another audit. : A brief description of the canceled audit and defayed audit can be found in the footnote..

if you need any additional infarmation, please let me know..

. Troy.

<< Files1G Briefing Paper {501c4 Social Welfare O'rganiz'ationsj_'.do‘c B

From: Phillips Michael R TIGTA

. Sent: Thursday, March 22,2012 8:56 AM

" To: Nakamura Nancy A TIGTA
Cc: Paterson Troy D TIGTA; Casey Kenneth F TIGTA; Martin Russell P TIGTA
Sub]ect' FW: 5014c)H4) Bri efing Paper

- Importance: High
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HiNancy,: :

‘Before [ send this (p to, Matt, can Troy and you put under the Audit Project section what we have to give up doing to
focuson these two audits. fyeu can be specific about which two, audits in the plan will not be done and why we: will not
doithem, IT helps to show Russell that we have limited resources and have to give up other reviews. that we had plar med
todo..

Thanks,

 Mike

From: Nakamura Nanty A TIGTA : .
Sent: Wednesday, March 21, 2012 8:45 PM
To: Phillips Michael R TIGTA
Cc: Paterson Troy D TIGTA
Subject: FW: 501(c)(4) Briefing Paper

Mike,

Based on.ourdiscussion last Tuesday in Atlanta, we are-planning a two-phased audit reviewing the IRS's eversight'of 8
-501(c}{4) organizations. The attached briefing C‘:ocumeﬁt outlines the two phases as well as the fecent media and.
congressional interest in this area.

i you have any questions, please let me know.,

Thanks,
Mancy

From: Patérson Troy D TIGTA

Sent: Wednesday, March 21, 2012 5:42 AM
- To: Nakamura Nancy A TIGTA

Cc: Kisler Debra L TIGTA

Subject: RE: 501(c)(4) Briefing Paper

<< File: 16 Briefing Paper (501c4 Social Welfare Organizations).doc 5>
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From:
Te:
e Saidell
. Subject: | RE: c&s :
Date:  Monday, March'26, 2012 8:47:03 AM

ﬁ}k E was E}n the phone wsth Tom Hawkms A'm gomg to begm referencmg today, sO the

- From: Medina Cheryl ] TIGTA
Sent: Munday, March 26, 2012 8:40 AM
To: McGovern Michael A TIGTA
- Subject: c4s '

- Tom called me this morning to say that Na:xcy has given Troy the ok to contact legislative
affairs informing them of this review.. -We.then can contact EO for a planning meeting.

- Tom.would like.to have a conference call later today for us to brainstorm on what

info/questions we Wajjﬁt to, discuss with EO during planning... Put your thinking cap on.

Cheryl Mecima

Treastry Inspector General iersz Administration
Phone: 781-535 @2'?8

Fax: 781-279-0336
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Anketell Margaret A TIGTA

From: Medinha Cheryl 1 TIGTA

Sent: Thursday, March 29, 2012 9:41 AM

To: ' Seidell Thomas F TIGTA; McGovern Michael A TIGTA; Paterson Troy D TIGTA
Subject: Article on Determs

Here is the first article I've seen that actually compares letters fram the RS to both conservative and progressive groups
— letters ask similar questions..

Does the IRS really have it in for tea party groups?

By Teddy Wilson.
Wednesday, March. 28, 2012 at 5:19 am.

Conservative activists and some Republican lawmakers are up in arms about what they describe as the Internal
Revenue Service conducting a partisan and ideologically driven campaign against tea party groups around the
country. They claim that progressive organizations are not experiencing the same level of scrutiny. However,
some progressive groups say they have had similar experiences with the IRS, and at least one expert dismisses
the notion that the government is engaged in an ideological witch hunt. '

Tea party groups, as well as other non-profit organizations, can apply for tax-exempt status with the IRS. Under
the 501(¢) designation there are 28 different types of organizations that are exempt from paying some or all
federal taxes. Typically, organizations like tea party groups will apply either for 501(c)3 or 501(c)4 status,
depending on the organization’s activities. One of the differences between the designations is that donations to a
501(¢)3 are tax deductible and donations to a 501(c)4 are not.

In an interview with the Texas Independent, Toby Walker of the Waco Tea Party said that the group applied for
501(c)4 status by filing a 1024 form with the IRS in July of 2010. About a month later the group was informed
that the IRS would take 90 days to inforim it of an approval, a denial, or a request for more information. “The 90
days came and went,” said Walker. “But on their web site it said that they were behind. We started calling and
checking in, and they said they were backlogged.”

Then on Feb. 7 of this year, the Waco Tea Party received a letter from the IRS asking for the answers (o 20
questions. “Some of the questions were acceptable,” said Walker. “We knew they were going to ask for more
information, and we weren’t surprised to get the letter. What surprised us were a number of the questions that
did not pertain to the 1024.”

“Red alert”
Walker specifically cited the severiteenth question as being a “red alert.” The question asks if the group has a
“close relationship with any candidate for public office or political party.” The question also asks them to

describe the relationship.

“I'told our treasurer (o find out what that means,” said Walker. “When we.called the IRS they said that close
relationship is subjective and to send them the names, and they will let us know. What does that mean?”

“Tt was so onerous to answer,” said Walker.
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The letter asked for tramseripts of the group’s social media activities, including posts on Facebook and Twitter.
It also requested transcripts of the group’s online radio show. Walker said that the group was looking at

significant costs for printing and shipping all of the documents required, “Just to do our Twitter account would
be between 2,500 and 3,000 pages,” said Walker.

Walker said that she knew that “left leaning groups™ that filed the same year had been approved. While she did
not name the specific groups, Walker referred to a March 8 Roll Call article. The article stated that “several
liberal groups contacted by Roll Call did not report similar experiences.”

The article specifically cited Protect Your Care, a 501(c)4 organization that describes its mission as providing
a space to “champion the Affordable Care Act,” as an organization that did not receive any such questionnaire
letter from the IRS. Roll Call also said that one other unnamed liberal 501(c)(4) organization was granted tax
exempt status in May after receiving “only a modest six-part questionnaire.”

Progressives get same treatment

However, interviews conducted by the Texas Independent with three different progressive organizations call
into question charges that the IRS is engaged in ideological discrimination. Each organization reported varying
degrees of interactions with the IRS, and the amount of time it took each to receive final approval also varied.
However, two of the organizations did receive correspondence from the IRS requesting more information, and
these letters included similar questions to those received by the Waco Tea Party.

In College Station, Texas, the Brazos Progressives, a coalition of progressive groups and businesses; originally
filed for 501(c)3 status and, after being denied, filed for and received 501(c)4 status. Clean Elections Texas, an
organization that seeks to build support for a public funding option for candidates seeking public office in
Texas, filed for 501(c)4 status and said that they avoided requests for more information by being advised on
what specific information the IRS was looking for on the 1024 forms.

A staff member of a progressive organization in Texas spoke with the Texas Independent on the condition of
anonymity due to the fact that their organization is undergoing a similar review as the Waco Tea Party. The
staff member said that that while the organization’s application for 501(c)3 and 501(c)4 status went through
“fairly smoothly,” the organization also had to answer extensive follow-up questions about its finances and
mission.

“We received a questionnaire of around twenty questions,” said a staff member. “The letter was looking for a
deeper understanding of our organization. There were no questions that were that surprising. I think they {the
guestions] were just about really drilling into why we wanted to have a tax exempt status. It made us focus on
what we are working on and what kind of great good agenda, not just a partisan agenda, we are working
toward.”

“The IRS is asking similar questiens of organizations from all over the poiitif_a[_ spectrum.”.

The staff member, who said that he has worked for multiple 501(c)3 and 501(c)4 organizations during the
Clinton, Bush, and Obama administrations, said that he has perceived no difference in how non-profits applying
for tax-exempt status are treated. “When the IRS asks questions, then you answer them,” said the staff member.
“If you are upset with being upfront and clear about your organization, then maybe you shouldn’t be filing for a
501(c)4 stats.”

A compatison of the letter from the IRS released by the Waco Tea Party and of a letter provided by the
progressive Texas organization found that both are extensively detailed, asked similar questions, and were
tailored to each organization. Both lefters asked for copies of the organization’s board meeting minutes and for

2
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copies of each organization’s web sites. Questions also addressed specific concerns that the IRS had with each
organization but, on the whole, did not appear to treat the organizations differently.

Marcus Owens, an attorney who represents non-profit organizations and has previously worked with the IRS,
told the Texas Independent that the IRS is attempting to “get behind the rhetoric” of organizations that are
interested in public policy.

“The IRS is asking similar questions of organizations from all over the political spectrum,” said Owens. “The
real issue for the IRS when it looks at organizations that apply for 501(c)4 status is whether or not they are

social welfare organizations or something else, If’s not whether or not they should be exempt or not, but which
code section they should be exempt under.”

While Owens did think that some of the questions were too broad and could have been worded better, he also
said that groups applying for tax exempt status have options when questioned by the IRS.

“Fundamentally the IRS has a right ask the questions,” said Owens. “However, the IRS is usually open to
negotiating how much information you need to provide. What is clear is that this application process is normally
not improved by public posturing. It is the task of the organization or the organization’s representatives to add
to the facts and make the case to the IRS.”

Walker says that when the Waco Tea Party received the letter from the IRS, the group contacted its members,
volunteers, and supporters. At no time did the group contact the IRS directly for clarification of the questions or
to negotiate what information would be acceptable.

The Waco Tea Party also sought out the American Center for Law and Justice for legal advice and
representation.

The ACLYJ has taken up the cause of the Waco Tea Party and other tea party groups. The ACLJ describes itself
as “committed to ensuring the ongoing viability of freedom and liberty in the United States and around the
world.” Founded in 1990 by television evangelist Pat Robertson, the group has gained notoriety for taking up
conservative causes. These have included providing a legal defense for a public bus driver who was fired for
refusing to take a woman to a Planned Parenthood clinic in Texas.

“When a branch of the fed government is violating citizens’ rights, they need to be investigated and put into their
canstitutional box.”

The ACLJ posted a petition on its web site to “Stop the IRS from Silencing the Tea Party.” The petition
claims that under the Obama Administration the IRS “appears to be conducting politically motivated
investigations of tea party organization$ nationwide.” The petition characterizes the investigations as “bullying
tactics” that are “designed to silence these organizations.” The petition calls for the Speaker of the House and
others to “provide IRS oversight.” Other Republican lawmakers and candidates have joined in supporting these
claims, and some have called for congressional investigations.

Rep. Flores gets involved

Republican Rep. Bill Flores (TX-17), whose district includes Waco, penmed a letter to House Committee on
Oversight on Government Reform Chairman Rep. Darrell Issa stating that he is “concerned that the IRS is
targeting tea party organizations around the country.” The letter requests that Issa’s committee open an
investigation into the issue and hold congressional hearings. Republican senators also sent a letter to
Commissioner of the JRS Douglas Shulman, requesting a response to similar concerns and demanding that the
agency hold further “demands for information.”
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The Waco Tea Party also taken to social media to make its case that it is being targetted by the IRS,
characterizing it as a battle between the “IRS versus the tea party.” Posting multiple status updates and links
on Facebook and Twitter, the group has made the claim that you are “either with us or against us and the
constitution.” The group has also promoted the petition drive by the ALCJ, tweeting “defend the tea party
from the IRS, sign the petition and call Congress.”

Another recent tweet reads: “The left is trying to silence Rush, and the IRS is trying to silence the tea party.”
Walker shares the desire for an investigation and heatings. “Yes there needs to be congressional hearings,” she
said, “When a branch of the fed government is violating citizens’ rights, they need to be investigated and put

into their constitutional box.”

Waco Tea Party IRS Letter//

IRS Letter to Progressive Group//

Cheryl Medina.

Treasury Inspector General for Tax Administration..
Phone: 781-835-4278

Fax: 781-279-0336.
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" ‘From:: . Mamin Russell P TIGTA
To: ! Jmmummmmu
- Subject;
- 'Date:
Attachments:

FYI

Russell P. Martin
Acting Assistant Inspector General for Audit :
Management Services and Exempt i};g%-miza‘f_iéﬁs" |

_ __Tre_as-ﬁry.,'i-hs;:-;e;:ﬁ!:or Génevéi??ﬁh‘a_x.Aér.ni'ni_sta%a;ti_&n__ '

Office - 978-809-0296

From: Martin Russell P TIGTA

Sent: Monday, May 21, 2012 18:11 AM

To: Begg Margaret E TIGTA

Subject: FW Monthly Briefing Documents (May)

Pegey,
Below are the two suggestions from MSE. The one on the 501{c){4] is the key briefing.

. Thanks -R_;q;ss

Russell P, Martin
Acting ASSi.St'a:ﬂ_t_ lﬁ&pécms General for Audit

' 'iﬁ&énagém'eﬁif-.?-%éa-%ss-ices and Exeinpt Organizations
T?éésu_rv i_?:\Sp,EiifiJ%“ jG'éﬁera!' '.f_c)r Tax .Aﬁmi’nistrati_an_

Office - 978-809-0296

- From: Stephens Dorothy A TIGTA
~ Sent: Monday, May 14, 2012 1:34 PM
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o Ta Begg Margaret E TIGTA; DuncanAlan R TIGTA;  Martin: Russell P TIGTA;: McKenney Michael E
 TIGTA; Nakamura Nancy A TIGTA

- Cc: Davis:Esting H TIGTA: _
*Subject' Mdnthl'y Brieﬁng Documents (May)

. Good afternoon, would you kindly send the brlefmg ducumeata d;rectiy to. t"he D GA forthe

maﬂth sf May. and lune.

Thank you for your assistance..

Dot

The MAY meeting with the IRS Commissioner is scheduled for MAY 30™H. The
prep meetmg with the inspector General will be on MAY 2279, i

_In order to prepare this month's briefing book, | need your respéctive suggesnons for
topics, as well as audits that you think Mike should discuss at the meeting. Asin the
past, please prowde a briefing document on. szgnrf;cant audits or any other audit
issues or topics you would like discussed. If ‘you would like to provide a copy of the
discussion draft/draft report to supplement the bnef;ng paper please feel free to do so.

Please up_da:te:youf _mbﬁn_t_h}y F%écdvéry Act Briefing Papefs‘ as well.

For both the Commissioner Meeting Briefings and the Recovery Act Briefings, please
use-a new document for each audit you're h[gh!lghtarzg For your Fiecovery Act
Briefing Papers, please include Recovery Act in the project ilté

- Please use the attached revised briefing paper template for both the
Commissioner Meetmg Briefing Papers and the Recovery Act Briefing Papers

I would apprecuate It itl could get your mput by f—'nday, May 78“‘
Thanks.
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Process for Reviewing Applications for Tax Exemption
Office of Audit Briefing Paper
May 30, 2012

Audit Project or Report Number: 201210022
Objective: We are currently developing the appropriate scope for this audit, which will

focus on the process used by the IRS when reviewing applications for tax-sxempt stalus
by § 501(c){4) organizatians. g
Planned Discussion Draft Report Date: N/A £
Planned Draft Report Date: N/A g
Planned Final Report Date: N/A ;Ei

.
Project/Report Description; On March 8, 2012, the Counselor to the Inspector é
General and Office of Audit representatives met with congressional staffers from 1 the g
House Committee on Oversight and Government Reform:. Congressional staff rais ad £
concerns with IRS reviews of applications for tax-exempt status by § 501(e)(4) Social %

Welfare organizations. Spegcifically, congressional staff were concemned that the IRS
was targeting specific groups that had applied for tax exemption, e.g.. Tea Party groups.
and subjecting them to additional scrutiny based on their political views.

Program [nformation:

£

E
Organizaticns wishing to be recognized as tax-exempt may file applications with the IRS %
indicating their planned activities, as well as financial infermation. A determination is v
made on whather the organization qualifies for tax-exemp! status. In some cases,
additional information is requested from the organization before a determination
decision is made,

Audit Status;

Due to the sensitivity of this issue, we are providing information identified during
planning for this audit. We obtained documentation indicating that certain organizations’
applications for tax-exempt status were targeted by the Exempt Organizations
Determinations office based on the organizations’ name or political beliefs. Addi tional
audit work is needed to determine the extent, if any, of inconsistent treatment of these
organizations applications for § 501(c){4) tax-exempt status.

S R

o In February 2010, according to Exempt Organizations function officials, the
Determinaticns office identified an increase in applications for § 50 01{c)(4) staius
'where organizations weré advocating issues relating to government spending,
taxes, and similar matiers.

o As early as May 2010, according to documentation we were provided, Exempt
Organizations function screeners were informed to identify applications by Tea
Party groups for additional scrutiny.

o In June-2011, the Exempt Organizations Director was informed the
Determinations office was- using criteria-that specifically targeted applicaticns

T TR O S R R A
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Process for Rewewmg Appl:catiens for Tax Exemptian
: - Office of Audit Briefing Paper
: _ May 30, 2012 '

: --%perd;r‘q GOVEFWT‘FRL debt or iaxeS 3) education of the pubic b‘y’
agvocacy/! osai,ymg fo “make America a better placs to live”, or 4) eriticizing how
the camtly is being run. As of June 2011, over 100 appizcatlonﬂz meeti ing inss
criterion had been ideq%ifa@d and were forwarded to a soecifm group for

- protessing. - : & :

o In July 2011, subsequent to the briefing of the Exempt Organizations Director,
the Exempt Organizations funection changed the criterion foridentifying these
organizations fo remove references to speo;fc political groups or political issues..
The criterion was changed to’ Grgawzamns involved with pol litical, lobbying, cf
'a.dw‘_{:af::y for exemption under 501(c)(3) or 501(c)(4)". ' e e
o As of January 2012, the criterion now reads “political action type organizations -~ -
involved in fimi fmaiexpandmg government. educat; ng on the Consttiuiion and BtiE'
of Ric{nis social emmmsc re;orm!movemen‘t '

Media Af&en_ﬁrmf :

'ﬁré ? éma E:%eeh qum‘emds hews arﬂ{‘!écs with ai%ega‘dms o'f thé' RS 'rec;‘ldleqtihg_

501{c) ’zi tax axemm J{aaﬁ mc%ud ng donoa nforma‘iion as part of its review of
};{ﬂlﬂaﬂ(}ﬁ‘? Several accusations of bias towards conservative groupm pamcutary Tea
Party organizations, have been'm ade

o
&
W3
a

The Congress has shown increased nterest in ihe IRS's t{ecztmeni of § 503( J(4) social -
welfare organizations, as well. Several members of Congréss have requested the IRS
investi ga’ze whether Groups des1gnated as soci ai welfare orgamzatzons are ;mproperiy :

i‘*féi {equ:vtas fmm ihe Cmg fess ra:sed corcems about sefﬂc’nve e ﬁorremsn’s m the
. Shfrfrm inations process. :
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- MEMORANDUM OF DISCUSSION
DATE: 05122;2012 : '3-3} o TIME: 10:50-11:30 AM

SUBJECT/PUR?OSE To dacument dlscuss:on of the IG briefing paper that we prepared on certain
: & 501{0){ )appl ications being “targeted”

PRESENT: = - _Léas_;_emer Director, EO function
- Troy Paterson TIGTA
o _SC.)'URGE::: St stﬁuséion via teleconference

- NOTE: The following are highlights from my conversation with the EO function Director, Lois Lerner.

s Troy: I'm jusi cailing to let youknow that we will be raising an issue to our |G regarding

§ 501(c)(4) applications. We have received documentation showing that certain organizations (Tea
Party; organizations criticizing how the countryis being run} were’ targe’sed for additional scrutiny in part
of the EO function. We do not know whether this-led to inconsistent or improper treatment of these
organizations and we wzli not know that Lntil we conduct an audit. | believe we need to inform our IG
because our iront office has received ccngressacna! interest and external complaints. that the IRS has
been targeted specific groups as part of the application process. The reason ' wanted to’ let you know :
this is because the IG may or may not discuss this at the upcoming IRS Commissioner meeting. Lois:

| was expecting your call and | understand the issues, but | would probably characterize it differently.

« Troy: Letme fill you in on what | know and you can let me know if you think my understanding is.
incorrect and if you have any perspective to add. in the Spring of 2010, the IRS began receiving certain
types of applications that it had not seen before. Therefore, the EO Hulmgs and Agreements
organization put out e- mails to its screeners to ‘target all“Tea Party” applications for additional review by
-a cerfain group. By June 2011, the cnteﬂon had been expanded to include other groups, such as
Pat_ﬂots and the 9/12 group, as well as groups that question how the cauntry is being run. About
100 cases had been set aside by this tims. ltis my ﬁnderstanding that you were briefed on the criterion
bemg used. As aresult of the briefing, the criterion was changed to be more about the tax law and less
‘about the specific groups or ideologies involved. We believe that the criterion should have been about
issues with the tax law all a!ang ‘We are aware that the criterion has changed since then and is still
under revision. s this correct? Lois: Thatis basically correct; however, | think | can fill in some gaps
that will help you unders’fand the sxluahon better. It has been customary for the apphca%lcns group in
Cincinnati to document emerging issues shrough e-mails. However, we received complaints at a GF'E
that empioyees were receiving too ‘much information via e-mail and there was no consolidated place .
where employees could go for this miormailon As a result,. Cincinhati began consolidating information
into what is called a BOLO (Be On ’the iOokout) In‘the Sprmg of 2010, the applications group began
seeing a surge in apphcattons that were very up front about poiatfcal work the organizations would be
'conductmg It'is not unusual for us to send cases to a specific group when we see-an uptick of
applications with the same issues. We like to have a specific group or set of people work the
appllcatlons so that we are Corts&sient in our determlnat[ons

s Lois: Since our Cmcmnats folks had never seen applications like the cnes they were receiving.. they
contacted the TE/GE Division National Office to ask for guidance on how to proceed. At the time, | was
only aware that there had been an uptick in the number of applicatmns received that involved peiut cal

~activity. This is not unusual ieadlng into an election’ year: |:had not been mformed of the specific

_ criterfon that was being used in the field. Our National Office asked to review ‘several representatwe
cases so that we could provide guidance on how the field shouid handle these cases. This is not
unusual when there is not a lot of legal precedent in-an area. Our Natzona Ofﬂc:e revneweé cases and
‘drafied quidance for the field. However, I'm not sure if that guidance was used or whether it was used
‘consistently because: it was on?y in e:iraft form. When heard the criterion being used, | ;mmedaaieiy
asked that the criterion be: changed While | don’t believe our fol&s in Cmcmnata meant any malice, | -
was disappointed with the ianguage used to describe the emergmg issue. | would agree that the

- - language should be more about the issues Iri the applications and not about particular groups that are

- applying for ta.;; exemption. | believe that Cincinnati was just using shorthand to describe the cases and
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was riot thinking about the impact of describing cases in a particular manner. Our wotk is much more
out in the public and, while | believe the Cihcinnati:employees were just trying to find an easy way to
describe the applications, our.employees need to be cognizant of the fact that we need to make it clear
that we do it select cases for additional determinations or examination work based on poiitical -
:aff:hatson f shoulci not enter ihto the corwersatnon

LD!S‘ As a resuit of the i:r;efmg you mentloned we changed the criterion. | was later mformed that the
.cr_l%en_on we! ‘decided upon was S0 generic. tha; it was catching too many applications. Theretfore, the
Cincinnati employees began changing the criterion to ease the situation. Once | heard about that, |

* began to put controls in place to ensure that any-criterion that is established or edited is reviewed and
approved at a higher level in the EO function organization. Troy: it is interesting that you say that
because the audit team and | have spoken about the nieed for a control that would ensure & more -
‘broad-based approval than local level e-mails and spreadsheets.. Lois: | believe that by the time you
get to reporting on your audit that we will have already taken care of the issue. | believe you will also
seethat we have conducted training on the issue and we're moving forward on gettmg gmdance into the
IBM. You will 'also see some other actions that we are takmg

Troy: Would you suggest that | contact Joseph Grant {Actmg Comimissioner, Tax Exempt and ;

~ Government Entities) to let him know about the fact that we will be briefing our G and he may brief the
IRS Commissioner? Lois: 1appreciate it, but | caninform hlm of our discussion. He is very well aware
of the events that have led us to- 1h|s pomt

L
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| NGTE TO F?LE On March 8 2{)12 the Counse!or tothe: Inspector Generaf (IG) Nancy
- Nakamura; and | met with Congressmnat s’caﬁers (Chns Teagan, Bnan and Kevin) from

' ‘the House Committee on Oversight and Govem ment Reform.. The following are
hlghhghts from purdiscussion.

. Chris-stated they had met wPeh the IRS a couple of weeks ago.
« Chris-asked what had changed that might explain the IRS's overly burdensome:
_ guestions’ being asked of Tea Parties applying for:501(c )(4) tax exemption. |
stated | wasn't sure because TIGTA’s Office of Audit had not conducted an-audit
-in the area recently. However, the recently issued Exempt Organizations
‘Workplan-discusses anew pro;ect on.501(e)(4) ) self-declarers and riews articles
- have mentioned a companion application process.. It may be part of this effort.

" Chiris'requested a copy of the: Werkplan Since it is available. pubilcal!y, | stated
that | could provide that documematlon tc the staffers through the. Counselor to
the IG.

+ One ofthe other staffers asked it | could commient on- whether of riot the
questions being asked of the Tea Parties were reasonable. | stated that | could
not. Ong of the staffers read some of the questions and asked if | had heard
these questions asked in previous. prOJects I responded that the previous
projects we had audited did not relate to.501(c)(4) organizations; therefore, |

.. -eould'nct campare the 501 (€)(4) quesfions with questions | had seen in other
.. projects. The staffers seemed to.agree. that the-questions have gone over the
.. line, especially questions asking for donor information and speakers that w;l!
o speaklrsthe distant future.
" s Chris stated that he believed the IRS was trying to overburden. the Tea Parties in
s hopes that they would give up, as:many of these organizations-are too sthall to
handle the kind. of requests that the [RS is.isaing. Teagan stated that; if the IRS
believes these organizations should, not receive tax-exempt status, the IRS
shculé go-ahead and deny the apphcatmns instead of asking more questions.
'« The staffers.expressed concern that other organizations:may not be receiving the
. Sare armount of serutiny as the. Tea Parties because of the Tea Party’s beliefs.
* Chﬂs asked if we would review the darea if requested by Congress. The
“Counselor to the |G stated that it would depend on how the request was worded
. and'whether the 1G believed the work shotld be completed. Nancy suggested
~ thal, if the staffers wished o make a request through their representatives, the
- staffers should work with TIGTA on the wording prior ta submission so we could
. énsiifethat the request Was for something that Office of Audit could acéomplish:
e Narncy then re\newed the concerns expressed by the staﬁ‘ers The staffers are
.. goncerned that the IRS is biased in how it is pracessmg 501 (c)(4) appiicatlons
. from Tea Parties versus other organizations. The staffers are concerned about
whether the: questions bemg asked of potentlai 501 (c)(4) organ:za‘tlons have
gorie over the Tine {e:g., requests for names of donors and future speakers). The
staffers are also concerrned about the apphcatlon process for 501(c)(4 1)s. What is
the IRS trymg to achieve w1th thé actions it is taking?
. = Chiris asked if the Office of Audit had recelved iriformation fromi the' !RS’S ‘Exempt
o Orgamzatlons function under 26 USG 7217 regardmg top fevel Executive Branch
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ofﬂclais requesting the IRSto examine-or review certain organizations. Nancy
_and | stated that we had not received anything; however,.I stated that the Office
o of investlgatiens may have received somethihg the. Office of Audit is not privy fo.
. However, the Colinselor to the 1G statéd that he had canvassed all functions
~ . “within TIGTA and TIGTA has not received anything unider 26 USC 7217 from the:
o IRSY Hewzaver the Counselor to the |G stated that hie would broaden the search
by just using the’ general topic of the inquiry and fnot mentiohing 26 USC 7217.
According to Chris; the IRS responded that they had sent information over to the
Office of Audit under.26 USC 7217. [RS officials would not state how many
times they had done that. Instead, they responded that it was mfrequentiy
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From: Nakamura Nancy A TIGTA
Sent; Friday, May 10, 2013 11:21 AM
Phillips Michael R TIGTA
Subject:  RE: [MARKETING]News Alert: IRS apologizes for
inappropriately targeting conservative political groups

Thanks, Mike!

From: Phillips Michael R TIGTA

Sent: Friday, May 10, 2013 11:19 AM

To: McKenney Michael E TIGTA; Nakamura Nancy A TIGTA; Kutz Gregory D TIGTA

Subject: FW: [MARKETING|News Alert: IRS apologizes for inappropriately targeting conservative political
groups

Hello ail,
This just went out and we are getting calls from the Hill. I know Counsel sent Greg suggestions for

additional redactions. We probably need to speed up the release of this report. Greg can you give me a
status on your folks’ review?

Thanks,
Mike

From: Holmgren R David TIGTA
© at: Friday, May 10, 2013 11:06 AM
. Phillips Michael R TIGTA
Subject: Fw: [MARKETING]News Alert: IRS apologizes for inappropriately targeting conservative political
aroups

Mike, this is a brilliant preemptive strike by the IRS; when we release next week it will be old news.
David '
Sent from my BlackBerry

From: The Washington Post [mailto:newsletters @email.washingtonpost.com]

Sent: Friday, May 10, 2013 10:57 AM

To: Holmgren R David TIGTA

Subject: [MARKETING]News Alert: IRS apologizes for inappropriately targeting conservative political
groups :

IRS apologizes for inappropriately targeting conservative political groups

Friday, May 10, 2013 10:56:26 AM

wional News Alert

IRS apologizes for inappropriately targeting
conservative political groups
TIGTA Bates No. 007751
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The Internal Revenue Service is apologizing for inappropriately flagging conservative political
groups for additional reviews during the 2012 election to see if they were violating their tax-
exempt status.

Lois Lerner, who heads the IRS unit that oversees tax-exempt groups, said organizations that
included the words “tea party” or “patriot” in their applications for tax-exempt status were
singled out for additional reviews.

Lerner said the praclice, initiated by low-level workers in Cincinnati, was wrong and she
apologized while speaking at a2 conference in Washington.

Read more at:
hitp://www,washingtonpost.com/business/irs-apologizes-for-inappropriately- targeting-
conservative-political- groups-in-2012-election/2013/05/10/5afef7b8-b980-11e2-b568-
A~917f6ac6d9d_story.html

Unsubscribe

©2013 The Washington Post

[150 15th St NW Washington, DC 20071 .
Help & Contact Info

Privacy Policy

vid holmgren@tigla.treas.gov

TIGTA Bates No. 007752
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From: Hernandez Gladys M TIGTA
“~aqt: Friday, May 10, 2013 11:25 AM

Phillips Michael R TIGTA
Cc:  McCarthy Michael T TIGTA; Barnes David ] TIGTA
Subject: RE: [MARKETING]News Alert: IRS apologizes for
inappropriately targeting conservative political groups

Smart strategy on their part. We also again reached out to Greg and copied OMP. Gladys

Fromi: Phillips Michael R TIGTA

Sent: Friday, May 10, 2013 11:21 AM

To: Hernandez Gladys M TIGTA; McCarthy Michael T TIGTA

Cc: Bammes David J TIGTA o

Subject: RE: [MARKETING|News Alert: IRS apologizes for inappropriately targeting conservative political
groups

Thanks Gladys. I think this is an IRS pre-emptive strike. We have already received multiple emails from
Issa’s staffers and others. I have sent Mike McKenney, Nancy, and Greg an email asking the status of the
review to Counsel’s additional suggestions for redactions.

Mike

From: Hernandez Gladys M TIGTA
Sent: Friday, May 10, 2013 [1:14 AM
To: McCarthy Michael T TIGTA; Phillips Michael R TIGTA
- Barnes David J TIGTA
_bject: FW: [MARKETING]News Alert: IRS apologizes for inappropriately targeting conservative political
groups

FYI

From: Jories Amy P TIGTA _
Sent: Friday, May 10, 2013 11:07 AM
To: Hernandez Gladys M TIGTA

Subject: FW: [MARKETING]News Alert: IRS apologizes for inappropriately targeting conservative political
ZIoups

From: The Washington Post [mailto:newsletters @email. washingtonpost.com]|
Sent: Friday, May 10, 2013 10:56 AM
To: Jones Amy P TIGTA

Subject: [MARKETING]News Alert: IRS apologizes for inappropriately targeting conservative political
groups

IRS apologizes for inappropriately targeting conservative political groups

Friday, May 10, 2013 10:54:56 AM

TIGTA Bates No. 007791
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National News Alert,

15 apologizes for inappropriately
targeting conservative political groups

The Internal Revenue Service is apologizing for inappropriately flagging conservative
political groups for additional reviews during the 2012 election to see if they were violating
their tax-exempt status.

Lois Lemer, who heads the TRS unit that oversees tax-exempt groups, said organizations
that included the words “tea party” or “patriot” in their applications for tax-exempt status
were singled out for additional reviews.

Lerner said the practice, initiated by low-level workers in Cincinnati, was wrong and she
~~ologized while speaking at a conference in Washington.

Read more at: ‘
http://www.washingtonpost.com/business/irs-apologizes-for-inappropriately- targeting-

conservative-political - groups-in-201 2-election/2013/05/10/5afef7b8-b980-11e2-b568-
691716ac6d9d _story html

Unsubscribe

©2013 The Washington Post

1150 15th St NW Washington, DC 20071
Help & Contact Info

Privacy Policy

amy.jones @tigta.treas.gov
TIGTA Bates No. 007792
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From: Kraushaar Karen G TIGTA
Qent: Sunday, May 12, 2013 7:55 PM
George J Russell TIGTA
Ce:  Phillips Michael R TIGTA; Kutz Gregory D TIGTA,; Barnes David J
TIGTA; McCarthy Michael T TIGTA '
Subject: Re: Communications Report 05-12-2013

Hi Russell,

I have not responded to any reporters this weekend. At this point I do not see the merit in engaging
with repoiters until we have something concrete to share, such as a date and time for a media briefing.

I am hopefiil that TIGTA may be able to offer that tomorrow or Tuesday, and have suggested expedited
disclosure review so that we can schedule briefings on the final report in an.orderly fashion for
congressionals and media as soon as possible. By jumping the gun with its public apology, the IRS
created some confusion and inaccuracy about the nature of our report and findings, which we can set
straight by releasing the final report without delay.

Should be an interesting week!

----- Original Message -----

From: George J Russell TIGTA

Sent: Sunday, May 12, 2013 05:04 PM Eastern Standard Time

To: Kraushaar Karen G TIGTA; Bames David f TIGTA

Ce: Phillips Michael R TIGTA; Kutz Gregory D TIGTA
bject: Re: Communications Report 05-12-2013

Karen:
Did you speak with the NY Times reporter who has reached out to me and others today?

----- Original Message -----

From: Kraushaar Karen G TIGTA

Sent: Sunday, May 12, 2013 04:23 PM

To: Barnes David J TIGTA

Cc: Phillips Michael R TIGTA; George J Russell TIGTA
Subject: Re: Communications Report 05-12-2013

Thanks for tracking these David. Nothing new to share at this time.

----- Original Message -----

From: Barnes David J TIGTA |

Sent: Sunday, May 12, 2013 04:17 PM Eastern Standard Time
To: Kraushaar Karen G TIGTA

Subject: Communications Report 05-12-2013

The following media outlets inquired regarding TIGTA's audit of the IRS's handling of applications for tax-
exempt status:

"all Street Journal, New York Times and BNA Daily Tax Report.
david Barnes
Public Affairs Liaison
Treasury Inspector General for Tax Administration

TIGTA Bates No, 007794
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From: George J Russell TIGTA

Cant; Monday, May 13, 2013 8:46 AM
Kraushaar Karen G TIGTA

Ce:  Phillips Michael R TIGTA

Subject: Re: Cavuto Request

I agree with you.

-w--- Original Message -~

From: Kraushaar Karen G TIGTA
Sent: Monday, May 13, 2013 08:30 AM
To: George J Russell TIGTA

Cc: Phillips Michael R TIGTA
- Subject: Fw: Cavuto Request

Good morning Russell,

This request came in last night. I recommend a strategy of politely declining untif such time a§ we are
ready to release our report. 1 think it is important that you be able to remain above the political fray
until then.

Kindly let me know your thoughts when you can.
Karén
-~ Original Message «-»-- _
~.om; Siegelheim, Matthew [mailto:Matthew Siegelheim @ foxbusiness.com]
Sent: Sunday; May 12, 2013 08:40 PM Eastern Standard Time
To: Kraushaar Karen G TIGTA
Subject: Cavuto Request
Hi Karen,
Hope you had a wonderful Mother's Day!

Would IG George be available to appear with Neil tomorrow on FBN to discuss the timeline involving the
IRS and Tea Party?

Taping between 5:15-6pm et.

Matt

TIGTA Bates No. 007840
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_Frasty _ (utz. Gregory D TIGTA - '
| Subject; - . EODmRt
Date: © - Friday, March 08,2013 4:1520 PR

I thought we hadia good mieeting with Counsel foday. | often find it useful to have internal debate
and discugsion on issues and other views. | know Mike McKenney has good perspective as he'was
on the Hill as a Subcommittee staff director on the Oversight committee. On the biggest issue as to
y&rhether we say the IRS targeted, | am fine with leaving the objectives as they are focused on the
dllegations and answering them without using the word “target” but describing clearly what they
did. I'think we are in dgreemeént on “ingppropriate” and it seerris we can work through the other
‘mattérs. Tom if Troy is out with his father please feel free to'work directly with meon a révised

. versisriand opefully gettifg this t6 IRS early iext week for'a “pre-discussion” draft.

e 'ﬁi‘a‘ﬁky:cu m
.Greg’

PSE-TIGTA=-10=000140 ' TIGTA Bates No. 008136
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Frwfe . Paterson Truy DTIGTA

L : . ; eideli Thomma
Subject: ‘REZ. Weil

Date: ) Mnnday Marci‘s i1, 2(]13 £:58:00 AM

Tom and Cheryl,
‘Lreviewed the revised: report over the weekend and have some minor revisions throughout and a
few guestions.. Fortunately, | believe it will not be difficult to make any needed changes and get

this'up to Greg taday!

"1 have amegeting with Greg and the direttors regarding testimony this morning: After that, we' caf
gat together shd discuss:

Troy

From: Medina. Cheryl J TIGTA
Sent: Friday, March 08;. 2013 1:36 PN

To: Patérson Troy D TIGTA! Seidell Thomas F TIGTA
:Subject REvWell...

Troy,.

~ Imade a feeble attempt at chianglng targeting and titdely in the clean varsion of the réport | was
preparing. 1 don’t know whatelse needs to be changed.

I we are going to keep targeting, we should make sure we are referring to the criterfa, and not EO
personnel,

Tom said he won't be available this afternoon because of his meeting with GSA.

Cheryl

‘From: Paterson Troy D TIGTA

Sent: Friday, March 08, 2013 1:32 PM

To: Seidell Thomas F TIGTA; Medina Cheryi] TIGTA
Subject: Well...

Tom and Cheryl,

I'took off for lunch.and tried ta clearmy head after the:Counsel mesting: How.do you think we
should praceed?

Troy

PITGTFA-=000189 7 " TIGTA Bates No. 008185
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‘Fristn: Ku’tz Gregory O TIGTA
Toz Creswell.bbd L TIGTA; McCarthy Miciad] T TIGTA
Subfects . RE: Tai:Exeifipt Applications Audit Report fof ‘your Retigwand. Feedbsck

Dates Mnnday fiarch 18,20133:11:00 PM

' :K'L'ei.m;aknow. when you'are in office some-time with a few minutesto chat. 1wl share with you
. the discussion we had with RS last weekon the conferences draftreport (Beth Tucker, Pam ‘LaRue
and Acting Commissioner Chisf of Staff).

Greg

me' Creswell Lorl L TIGTA
Sem:' Monday, March 15 2013 2:08 PM
Te: ‘Paterson Troy-| D TIGTA-

Cex Kutz Gregory D' TIGTA; Seidelt Thomas:F HGTA' Medina Cheryl J TIGTA; McCarthy Michael T
TIGTA: Carter Thomas E TIGTA

- Subject: RE: Tax:Exefipt Apphcaﬂons Audit Repnrt for? ynur Revieiw and Feedback

"Tm.y_f, :

We wanted 16 thank you all for resting with us to discuss Counsel's comments
caneerning the draft audit report pertaining 1o app lications for tax-exempt status. We
have reviewed the revised draft that you provided o our office last week and
appreciate the chariges that have been made tothe draft report. We believe that the
revisions addressand/or resolve the comments and concerns that we have offered.
Atr-this fime, we have no further comments to oifer concerning this matter.

Thariks
Lori

Frcm, Paterson Troy D TIGTA

.SE;’T‘I: W&dnesday, Mafch 1372013 710:57 AM-

To: McCarthy Michag! T TIGTA: Creswell Lofi L TIGTA

Cc: Kutz Grégory DTIGTA; Seidéll Thotmas FTIGTA; Méding Cheryl ] TIGTA
-Sub}‘ect RE: Tax-Exempt Applications Audit Report for your Review and Feedback

" WMike. aié;?;_iijﬁo r'L

‘exemptstatus, Attached isa revzsed version of the report. We have ificorporated, for the most
‘pari, the supgestions you.provided beldw and in-our subsequent conference call. Could you review
orie more time and let us knew if you have any remaining concerns? We appreciate the help.

Troy Paterson

=== = Redacted by the Permanent
Subcommittee on Investigations

'Director, Tax Exempt and Government Entities/Hurman Capital
phon:: \NEEEG_N

e-rnail: Lrf
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Frem' McCarthy Michael T TIGTA
Sent: Thursday, February 28, 201310:07.AM
To: Kutz Gregory D TIGTA; :Paterson Troy D TIGTA
Cc: Creswell Lori L TIGTA; Carter Thomas E TIGTA; Hernahdez Gladys M TIGTA

Subject. FW: Tax:Exempt Applications Audit Report for your Review and Feedback
Importafice: High

Greg:and Troy —

‘Thank: you for forwardmg the attachied report to Counse{ for comment. Havingniot been
involved in the“audit or- having access to the audit work papers, olir comments and
concerns are préfised solely upon the information in the written draft report.

According to,the draft report, OA has concluded that the EO function “used inappropriate
criteria that targeted Tea Party and other organizations applying for tax-exempt status
based upon their hames or values, instead of applications with indicdtions of poteritial
political campaignihtervention {hefeinaftef referred to as political cases).”

As aninitial concern, “targeted” has a connotation of improper motivation that does not
seem to:-be Siuppor't-ed by the information presented in the audit report: 1 think “selected”
of even “singled out” would be rore accurate. Also, it is not clear why exactly we find the
criteria used were “inappropriate.” 1s it because specific names associated with political
;act'ivit\_,; <houldr’t be used as a criteria? That would seem to make it difficult for the IRS to
identify potential political applications for referral to the specialized unit. |fthis is the
rationale; the inforination in footnote 11, that the use.of organizafion names occurs in
.non- pohtlcal cases as well, seems like it.needs more attention,-since it suggests both that
thie! [RS was not politically motivated in this case, and that our reécomimendation might need
to be broader. Or ate we sa_ymg}l___t was inappropriate because the use of namies was orie-
sided, I.e. name criteria included only certain types of groups seen as conservative, and
rnames of other political groups with different policies should have also been iricluded? if
that is the rationale, do we have evidence that similarly situated groups from the left side
of the political spectrum should have been included by name in the criteria, But were not?
The later.sections of the re.p.ort;_seem' te suggest. this, but it-is not clear.

The report also refers to oneof the selection critéria as an organization’s “values,” which
we don’tthink is-an accurate word based on the examples given. I-think these would be
rrore accurately described as “policy positions” or “palicy goals” or “political statements.”

'On pages 8-9 of the report, we offer statistical information purporting to.determiine
whether the use of “inappropriate criteria resulted in organizations being treated
inconsistently.” However, the statistical information does not actually address the use of
thef}‘z_in‘apprﬁpri.a’ce criteria.” Ins.tead@ it rea'liy focuses on whether the appl:ic'ation had

PSI-TIGTA-10-000276 TIGTA Bates No. 008272
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information toncerning pofential political activity ard whether it should have been
processed by the political team,

Starting-on'page 10°0f the report; the report talks sbout spplications not being
“brotess(ed] tirely dile to inéffective managément of poliiical casés.” The report does not
‘dentify what standard OA used to.define “timely.” While it is clear that processing tooka
long time; can we say it i not timely if there is no time limit Tor processing? Also, it
appears that the lengthy d'ela‘y results from a lengthy wait for-a legal opinion, which
appears to be the basis for OA’s conclusion that it was “ineffectiVe management.” It is
‘unclear however. how waiting for an opinion equates to “ineffective management.”

_ We hope that thss he!ps highlight our substantive conteins with the draft report. If yofu
would liketo discuss further, please lef me know.

Thanks,
Mike

- From: Patersofi Troy D TIGTA
Sénts Monday;, Febtudry 25,2013 8219 AM
Foi Mckenrigy: Michael E TIGTA; McCarthy Michael T TIGTA

- Ce: Kutz Gregoty, D TIGTA; Davis Estine H- TIGTA Seidell Therrias F TIGTA; Medina Cherylj TIGTA;
" McGovern Michael & TIGTA

: Subject Tax-Exempt-Applications. Audit Report for your Rewew and Teedback

Good Morning,

Greg mentioned that, due to the Sensitivity of the attached report, he would ike for us t6 obtzin
your feedback before we issue'a discussion draft report tothe IRS. Therefore, | aim attachirz a

_copy.of the report for your review. IFyou have any.questions.or would like to meet todiscuss,
please let me know: |lock forward toiheating from you.

 TroyPaterson
bifector; Tax Exeimpt and Governmert Entities/Human Capital
Phone:

m=== Redacted by the Permanent
Subcommittee on Investigations
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“Frams . Pate}se'n Tﬁfy Dﬁﬁﬁ‘ '

T : TIGTA: -
Supfect RE EG: App!rcanchs Repcﬁc

Date: “Fuesday, Farch 26, 2013 B:32:00 &M
Greg,

Sounds good..lwill give vou . rallin your office at 11, Serry. Lwasn't able to, meet with you eatlier,
‘it | needed to mektwith the £0 applications and Lhe tax credit bond tegrns this. morning toget
things moving in ’{he tight direétion:

Troy

— ) e = Redacted by the Permanent

. Subcommittee on Investigations

From: Kutz Grégory b TIGTA

Serft: Tuestay, March-26, 2013 8:30AM
Ta: Pateison Troy D TIGTA

Sabject: RELED Ap plications Repart:

i;:-:a mr going ifito 2 hoursor 5o Gf"mee_ﬁa’rags. How about 118m?

,From' Paterson Troy.D T’{GTA _
Sent: Tuesday, March26, 2013:8:28 AM
To: Kutz Gregory D-TIGTA

'Sﬂbje“f:t. ED Apphca‘aons Report

G rég,

Whenever you are ready, glesse glve mea callat464-338-7476 to discuss-the:magting with Lois. |
et with the team this morming and discussed a:few extra chianges that we thought-were
. 'ap;ﬁm{)ﬁafe’. However, there are 3 separate issues that Lois’brought up that Ithink you and I need
to: d:scuss and éeade how we are gomgto pmceed

1. Lois stated that'the report read ilke it was poht caih,? motivated and there was ho
" récognition about how difficuilt these cases were and the Tact that there is no bright line
*est for making déterminations.on El__pp‘iil:'a'tii:’:ﬂS:‘invmjiving, thase issues,
7. Lofs stated that thié background of the reportstiould be expanded to discuss how
: apphca-t;ons are processed (number of applications processed screening process; 3
. different outcomes.of’ $creenmg,‘mﬁre about fuﬂ deveiapment casesand how they are
“:assigned by grade, vt} :
% .Leiswarted usnotte use theterms ‘nolifical tearms?-and“political cases™ .In Lois’ opmmn
- - the RS xm@a.s_nmgp.ggﬁgaﬂy iagﬂqng for political carmpalgn Interverition.

PSI-TIGTA-10-000444 TIGTA Bates No. 008440
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e Bwsmteomen o= Redaddby e ermaent
§ius b . : : ; ‘Subcommittee on Investigations

X

' -‘ud '#2_2012100!122 Outcz:-me Measure Rewew -

o Date. Monday, Februa[',i x5, zma 2:13:00 P

T Tom,.

Thariks Everyon

IS a b}t anxious aboutthss repczr’t due 1o II“S subject mattef, We appreciate you,

11z Dori. Thomas M TEGTA

Munday Fébrualy 25 2013 2:10 PM .

B aterson Troy D TIGTA

“€¢: Seidell Thomas FTIGTA; Medina Cheryl ] TIGTA:
Suﬁfect: R’Eﬁ: ;ﬁ;iid‘it_# 2.0-1_2'.1' D’GDZ-Z - ’Ou{cﬁ’mé M’eé'SUrE'Révi‘ew

i H1 Tmy — l took a qumk read through Appendlx 4 and tie report-body. I\Iothmg jumped
out:af meas bemg outofline, and -did not See anythmg that you. missed. 1f-you have. any
‘ ,,-ather quéstions; lef ime know..

Thariks,

s Tﬁm |

= ‘Fram. Paterson: Trdy ﬂ T[GTA : 2

Sent: Monday, February 75,2013 131 PM

To: Derl Thomas M TIGTA

Ce: Seidell Thomas. F TIGTA; Medina Cheryl} TIGTA
?Subjett: Audit # 2012100022 - Outcome, Measure Review

] o} o PR

'Gcod?éaﬁe,rﬁ‘oca‘n:é !,hoééiu.ali’iis_" well,

R _‘,and the DIGA review the’ _'epsrt 5efore We lssugitasd dlSCUSSlGn draft ln ac[dztmn Greg thought
it would bera good idea forthe report tobe: revsewed frori.anoutcome perspéctiveso we don't.
' potentlaﬂy revise our position with thia IRS ori dutcores between dsscussmn draftand draft:

_Could you please review andlet us know what you. think:of how we present out outcomes. and
- whether you 1dent1fy amf additional. otitcomes. we should consider?- | would appreciate it.

.. fyouhavea naﬂ-,q-éa_est—ionsrpr: would like ’c_O_-discuss,..:pléase et me know,

PSFGTASTTIO0SS2 R _ : ' TIGTA Bates No. 009498



Report Exhibits - Page 001340

From: Martin Russell P TIGTA

To: Paterson Trov D TIGTA

Subject: FW: TIGTA letfer -
Date: Wednesday, July 11; 2012 8i42:21 AM
FY1

From: McKenney Michael E TIGTA
Sent: Friday, June 22, 2012 9:14 AM
To: Martin Russell P TIGTA
Subject: RE: TIGTA letter

So you recommend advising against such a letter?

From: Martin Russell P TIGTA
Sent: Friday, June 22, 2012 6:55 AM
To: McKenney Michael E TIGTA
Subject: RE: TIGTA letter

Mike,

Not familiar with the process of providing regular updates on audits where we
have not issued a report. Are we allowed to say what we are finding to outside
stakeholders, such as staffers, without issuing a report?

| just signed the audit plan and Engagement Letter will be coming up for your
review and signature. Below is an FYI for you on what we identified so far: (We
will now be focusing on whether the identified applicants were treated
inconsistently with applicants that did not relate to a Tea Party Organization)

The Exempt Organizations function’s Determinations Office began seeing an increase in
applications for tax-exempt status from organizations involved in potential political advocacy
activities early in Calendar Year 2010. The following highlights the actions taken by.the Exempt
Organizations function once this increase was identified: |

o In February 2010, according to Exempt Organizations function officials, theé Determinations
Office identified an increase in applications for IRC § 501(c){4) status where organizations
were advocating issues relating to government spending,. taxes, and similar matters. . This
was identified as an emerging issue needing more scrutiny. The Group Manager responsible
for initially screening applications notified the Headquarters Office about this potential
emerging issue.

&' As early as. May 2010, according to documentation we were provided, Exempt Organizations
function screeners were informed to identify applications from Tea Party groups for
additional scrutiny. This documentation informed function screeners to forward any
application related to the Tea Party to a certain Determinations Group for further review.
The Group Manager initially assigned this emerging issue developed the criteria for
identifying the applications.

PSI-TIGTA-1 4-00009b TIGTA Bates No.010384
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I August 2010, this emerging issue was transferred to a different Determinations Group,
which still has responsibility for it today.

o InJune 2011, the Exempt Organizations Director was informed that the Determinations
Office was using criteria that specifically targeted applications that mention: 1) the “Tea
Party,” “Patriots,” or the “9/12 Project”, 2) Government. spending, Government debt or
taxes, 3) education of the public by advocacy/lebbying to “make America a better place to
live”, or 4) criticizing how. the cou'n'tr‘,_r is being run. . As of June 2011, the IRS indicated that
over 100 applications meeting this criterion had been identified and were forwarded to a
specific. group for processing.

o Inluly 2011, subsequent to the Exempt Organizations Director being briefed on the targeting
criteria being used to screen applications, the criterion for identifying these organizations
was changed to remove references to specific political groups or political issues. The
criterion was changed to “organizations involved with political; lobbying, of advocacy for
exemption under 501(c){3) or 501{c}{4).” References to these applications in IRS
documentation were also changed from Tea Party to advocacy nrganizations_ﬁl

o In December 2011, draft guidance was provided by the Headquarters office to aid in
reviewing advocacy cases. This guidance is currently being revised.

o Asof January 2012, the criterion was changed to, “political action type organizations
involved in limiting/expanding government, educating on the Constitution and Bill of Rights,
social economic reform/movement.” According to Exempt Organizations function
management, this criterion is curreritly being revised.

From: McKenney Michael E TIGTA
Sent: Thursday, June 21, 2012 4:54 PM
To: Martin Russell P TIGTA

Subject: FW: TIGTA letter

Russ, what do you think about this?

From: Sutphen Matthew S TIGTA
Sent: Thursday, June 21, 2012 4:27 PM
To: McKenney Michael E TIGTA
Subject: FW: TIGTA letter

Mike,

Yesterday, | touched base with Chris Hixon and notified him that we just began working on our first
501{c}{4) audit. . Asyou will see below, the Cornmittee and Subcommittee would like to kept
updated on our progress and for a copy of the final report. Chris has asked for our input on the
letter.

1 am not comfortable with the general, vague language of “regular updates.” Maybe we can limit
the scope and number of updates. Please review and provide me with anycomments/edits you
deem necessary.

PSI-TIGTA-14-000091 TIGTA Bates No.010385
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Thank you!

Matthew

From: Hixon, Christopher [maiito:Christo:
Sent: Thursday, June 21, 2012 4:04 PM
To: Sutphen Matthew S TIGTA

Cc: Blase, Brian

Subject: FW: TIGTA letter

Matt - good talking with you. Attached is a draft letter from Chairmen lssa and Jordan that we are
considering sending.

Let us know any thoughts/comments you have on the draft — happy to work with you on the
language.

Thanks,
Chris

111 The RS defines advocacy as 1) political campaign intervention, 2) lobbying for specific legislation, and
, 2 p patg ] ying pe g
3) general advocacy. For this emerging issue, the focus is on political campaign intervention.

PSI-TIGTA-14-000092 TIGTA Bates No.010386
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JFrom: o Medina Cheryl J TIGTA

Te: . - McGovern Michael A TIGTA.
‘Sibject: - |RE: case review critesia

CDate: | Fday, July13, 2012 9:06:00 AM.

- We.are not-using the BOLO at all. Weare g{}%'rig‘izo"ihdébéﬁdénﬂy Iook-for any indications of
_:pci ti::ai cammrgrz m'tewer;tmn activities b*g i‘he mgamzaimn This is wha? should have been done,
 butwasn't, 1told Tom we are going to have to come up with some commeon:definition of political

 From: McGovern Michael A TIGTA

campaign intervention, so we are all using the same criteria. He agreed and said we should know it
whien we see jt. : i

Sent: Friday, July 13, 2012 9:03 AM,
To: Medina Che;yij TIGTA
- Subject: RE; case rewew crnteria

"'m stilico n-‘fu's_e.d —afse we: -exc,iu_s%\f_é!-?“usi_ng: the BOLO criteria?

From: Medina Cheryl J- TIGTA
Sent: Friday, July 13, 2012 9:01 AM
To: McGovern Michael A TIGTA
Subject: case review criteria

4 sg;ék?é with Tom this morning, Hewanted a sm‘tl}s'i}p‘ﬂiate'for'th%’s’ pastweek. 1 told him Yod and |
- discussed the tase review and had a concern with what c:mena We are goin ngto Use. We ’C’fOﬂ 1

kniow what the Screeners used. After going back and forth, he'decided that it doesn’t matterwhat

the Screenersdid. We need to use what *hey 5hm d have been following, which is identifying ary
4 pcﬁ ical campaign intervention activity,. fwe find any exceptions, we can use the BOLO or any

mh@r faulty eriteria ‘the Scr*exene;s were‘ fellowingias the cause; The fncu% is on the bad c,rst?r

used and if it cdused cases ‘ttﬁ be missed or misidentifi ed

We will. dlscuss in mﬁz‘e de’{aif next week when we are: gomg ihmugh the 5as~es but ‘hmght i let
ycu know the §a?est EEE i

Treasury Inspector General for Tax Adiminisfration
| Photie #781-835.4278.
Fax # 781-279:0336
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Fromi: ‘Paterson Troy D TIGTA

To: Selgell Thomas F TIGTA: Wedina Cheryl | TIGTA: McGovern Michzel A TIGTA: Close Evan A TIGTA
_ Subject: Article o Political Advacacy
- bate: Monday, July 23, 2012 B:58:00 AM

~Tom, Cheryl, Mike, and Evan,

. For your gee whiz, fiere’s an.article about political advocacy.

Troy

| === Redacted by the Permanent
Subcommittee on Investigations

Taxpayer Watchdog Calis on IRS t() Pmbe Re Brandeti Texas ACORN Branch

. BypP erry Chiaramonte
~ July 19, 2012

ACORN branches all over the country disbanded in disgrace in 2010, but have come

back under new naines.

- The former Texas ACORN Lhdpler has a new name and

a scheme to collect donations and

divert them for pohucal use in a way that abuses tax laws govérning ¢charitable or ganizations;

~according to a. Washington-based public interest group.

V'Cause of Action, a nonprofit taxpayer watchdog, charged in a letter to the' Treasury
_ Inspectcr General for Tax Administration that the tax- exempt: Texas Organizing Project
* (TOP), formed from the ashes of scandal-ridden ACORN,; is using money funneled to it by a

| ~closely associated group. called the Texas Organizing. Pro;ect Education. Fund for political

: actw;ty

' The fund gave nearly 80 percent of its revenues. -- dpproximately $640.000 -- to the .id\’OCdC}f
eréup in 2010, leading Cause of Action officials to believe its reason for being is to raise

. charitable donations to send to TOP, which is peimitted

to fund pOlltiCdl activity; TOP has

- used its website 1o solicit. support for. Mdf)' Ann Perez, a Democrat running for state

: rcpmscntdtn &,

_ “Cause of Action i 15 asking the IRS to investigate these. groups for potentml abuses of their

- tax exempt status."

- -~ Dan Epstem Cause of AcUon

¢ UHiseal prI’L&OI‘Shlp [has allowed TOP and TOP ED] o use-a loophole in the tax code to
.. engage In improper political activities under the radar of the IRS,” Dan Eps‘iem execulive

- -PSITIGTA+4-000130
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director of Cause of Action, said to FoxNews:com. “Cause of Action is ask'ing the IRS to
investigate these groups. for potential abuses of thelr tax- excmpr status, and to hold them.
accountable for any violations they find.” .

"Texas Organjzing. Prcgect Education Fund is: abusmg this privilege by not ‘:ponsonnw an:
individual educational project, but rather SpOHSOIINg an entire. political ennty the Texas
Organizing Project. TOP ED should suffer tax penalties for essentially existing as a channel
through which mioney is bemg directed to a political organization, but the IRS is either

' 31ntent1onally overlooking thm abuse, or is unaware: of it" Ept.tem addcd

- re- br:mdcd ACORN brmches of bemg engaged in s;mﬁar ac:tmtm

“While ﬁa‘cal onnsorshxps are. legr.é it is not }egal fora 301((:}(?} organization, such as TOP
ED; to. give any money to an organization that engages-in political dctivity, without friggering
various tax canaequ{ames " reads the letier signed by senior counsel for Cause of Action.

: Ciag]\ heré (o view the full letter

The public advocacy watchdog group also claims in the letter that TOP and TOP ED are an -
example of former state chapters of ACORN re-branding themselves in the wake of
controversies that led to the national patent group shutting down in 2010. Cause of Action
claims the defunct non-profit instructed “its affiliates to funnel tax- deducilbie and/or taxpayer
dollars to ACORN over a 4G-year pC‘i‘IOd 1 '

"After ACORN became. 5ubjent o pubih’: scmimy amd eve:ﬂiually f}led for ban},ruptcv it Te-
branded many of 1&;5 ‘state chapters in.order'that those organizations: could continue pursuing
: AACORN 5 UOAIs C‘mse of Actmn officials said. "TOP is the reconstituted ACORN in
; TEK:.LS

 Officials for 10 sni_d "TOP'ED did n{)t_-,re.'tum repeaéed calls for comment.

o Spokesmen for both the IRS and Treasury Inspf:ctor Gcneml declined to. C{}mment On {hf:
letter or amy resu]tmg mvesttgfman - i

PSI-TIGTA-14-000140 iy B : ; . s ; TIGTA Bates No.010434
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Frorm: Paz Holly O

To: Seidell Thomas F TIGTA; Madina Cheryl | TIGTA
Subject: FW:

Date: Wednesday, August 08, 2072 4:58:57 PM
Attachments: BOLO Spreadsheet 06162012.xls

BOLO Spreadsheet 06162512.xls
BOLO Spreadsheet 071012.xls
BOLO Spreadsheet 071112.xls
BOLO Spreadshest 062512.41s

From: Bell Ronald D o .
Sent: Wednesday, August 08, 2012 3:47 PM
To: Paz Holly O

Subject:

5 BOLO's

PSIETIGTA-T4-000375 TIGTA Bates No.010609
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From: Paz Holly O
To: Seidel| Thomas F TIGTA; Medina Cheryt | TIGTA
Sublect: FW: BOLO Alert
Date: ‘Wednesday, August 08; 2012 4:52:20 PM
__Attachments:  Copy of Combined Spreadsheet TAG 8 12 10.xls -
Importance: Low

From: Bell Ronaid D

Sent: Wednesday, August 08, 2012 3:38 PM
To: Paz Holly O

Subject: FW: BOLO Alert

Importance: Low

From: Hofacre Elizabeth L

Sent: Thursday, August 12, 2010 10:19 AM
To: &TEGE:EQ:RA All Ees

Subject: BOLO Alert

Importance: Low

Al

Enciosed is the combined spreagsheet with an additional issue (#13) under the BOLO Tab.

Thanks,
Liz Hofacre

TEGE EOD Emerging Issues Coordinator

=== = Redacted by the Permanent
Subcommittee on Investigations
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From: Paz Holly {

Té: Seidell Thomas £ TIGTA; Medina Cheryt | TIGTA
“Subject: FW: BOLQ ALERT

Date: ‘Wednesday, August 08; 2012 4:55:38 PM
Attachments: BOLO Spreadsheet 12 13 10 (2)xism

From: Bell Ronzald D

Sent; Wednesday, August 08, 2012 3:41 PM
To: Paz Holly ©

Subject: FW: BOLO ALERT

Froms: Bell Ronald D

Sent: Monday, December 13, 2010 10:07 AM
To: &TEGE:EQ:RA Determ Ees

Subject: BOLO ALERT

issue #15 has been identified and closed as-of 12/13/10. Altached is the latest BOLO Spreadsheet
revised 12/13/10.

Note: Issues humbers are found in column D of the aftachied spreadsheet.

Hon Bell :
BOLO Coordinator

eme— = Redacted by the Permanent.
Subcommittee on Investigations
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" ‘From: Paterson Tray D' TIGTA

To: Marfin Rissell P TIGTA
Subfect: - Distussion with. Greg:

' Date: Tuesday, August 14, 2012 12:50:00 PA

Russ,

“Greg called me this morning to introduce himself.. We talked about Atlanta, where the 3 groups in
our directorate are located, and the type of work we do {tax exempt, human capital, and
equity/diversity/inclusion). He also asked if there was an'yt_'h}__r'ig “big” going on that he should know
about right away, | told him that the biggest thing on the horizon in our directorate had 16 do with

. a comritrment we made to meet with congressional staff before September 30™ on the political.

" advocacy applications job. | gave him some bac—kgraun'd on'the job énd'suggested that we would
‘need to get together and determine the timing of the briefing and what we would like to discuss.

He agreed that this would be something we would need to plan in advance due to the political

+ - sensitivity of the issue and the fact that we are in fieldwork.

oy just thought | would let you know about our conversation in case Greg mentions something when
you meet with him on Wednesday. | wanted to make sure he doesn’t surprise you with some high-
Iével know'iedg'e abouta project you have not briefed him on yet:

Troy

—¥ Redacted by the Permanent
Subcommittee on Investigations
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From: Paz Holly O

To: Medina Cheryl ] TIGTA

Subject: RE: Bucketing Results Request

Date: Thursday, August 16, 2012 10:23:47 AM.
Cheryl,

Your understanding of the process post-buckering is correct. Unfortunately, | checked with Cindy and
Sharon,and we do not have a list of the applicants who were approved without the additional
information criginally requested. This can be determined based on review of the individual files, but
there is no master list. Similarly, there is no list of the organizations who were sent the letter indicating
that the donor information was expunged from the file. My understanding is that that letter has only
been sent in che or two cases as most organizations did not provide this information.

Holly

From: Medina Cheryl § TIGTA [mailto:Cheryl Medina@tigta.treas.gov]
Sent: Tuesday, August 14, 2012 1:37 PM

To: Paz Holly ©

Subject: Bucketing Results Request

Hi Holly,

[ am still getting through all the emails and documents you provided us. | have another request.
After the bucketing in May 2012, it was determined that some organizations could be approved
without the additional requested infoermation. If | understand what occurred, each organization
received a phone call informing them that the additional information was not necessary, and their
application was approved, A special determination letter with an additional paragraph reiterating
what was said during the phone call was sent. Do you havea list of organizations that fall into this
scenario?

You provided a recent tracking sheet that includes which bucket the cases fell into, but 1 am not
sure if every organization in bucket 1 on the sheet did not respond to the request for information
and received the special determination letter, Did some of the bucket 1 cases previously respond,
and the team determined the organizations could be approved? | am looking for just the ones that
didn’t respond, but were approved anyway.

Also, do you have a list of organizations that received the letter regarding destroying the donor
information they provided at the request of the Specialists?

Thanks.

Cheryl Medina

Treasury Inspector General for Tax Administration
Phone #781-855-4278

Fax # 781-279-0536

“PSEHGTA-14=00026 TIGTA Bates No.010755
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Frofm: Medina Cheryl | TIGTA
Ta: Seidel| Thomas
Subject: FW: TIGTA request - updated casé data
Date: Monday, June 11, 2012 8:31:00 AM
Attachments: 501c4 Cases for TIGTA(1).xis

Advocacy Case Tracking Sheet 06052012.xls
‘Importance: High '

From: Paz Holly O [mailto:Holly.0:Paz@irs.gov]
Sent: Monday, June 11, 2012 7:01 AM

Tao: Medina Cheryl ] TIGTA

Cc: Thomas Cindy M

Subject: FW: TIGTA request - updated case data
Importance: High

Cheryl,

Attached are the spreadsheets you requested. Attachment 1 includes the updated tracking sheet
information.

Attachment 2 includes the open and closed case listings requested. Tab 1 contains the open case
listing and tab 2 contdins the closed cases. NOTE: The Employee ID Number was reguested, but that
infarmation is not in EDS. Instead, the EDS speciafist number was included. Alsc, the POD was
requested. While there is a POD field in EDS, it is not utilized.

Hatlly

From: Medina Cheryl ] TIGTA [mailto:Cheryl.Medina@tigta.treas.gov]
Sent: Friday, June 01, 2012 3:11 PM

To: Thomas Cindy M _

Cc: Paz Holly O; Seidell Thomas F TIGTA

Subject: FW: TIGTA request - updated case data

Cindy,

We would like to request an updated copy of the advocacy case tracking sheet used by the
advocacy team. If possible, we are requesting the information through May 31, 2012.

Also, we would like an updated listing of open and closed Section 501(c){4) cases from EDS. The
following is the criteria for this request:

-We would like a spreadsheet with all Case Type “I” Section 501(c){4) closed cases beginning May 1,
2010 through May 31, 2012,
-We would also like a detailed listing of Case Type “1” Section 501(c}{4) open cases.

Both listings should include the following fields:

TEDS Case Number

"PSIFTIGTA=14-000808 TIGTA Bates No. 011102
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EDS Case Number

EIN
Organization Name
Case Type “1” - Initial

Subsection "04”

Current Status Code

Current Status Daté

Postmark Date/Control Date
Employee ID Number

Employee Name

‘Group Nurnber

Employee Post of Duty (if possible)
i you have any questions, feel free to contact me or Tom Seidell. | will be out of the office next
Monday and Tuesday. Thanks for your help.

Cheryl Medina

Treasury Inspector General for Tax Adminstration
Fhone #781.855.4278

Fax # 781-279-0336
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_ “From: Martn Russell P TIGTA
Ta: Paterson Troy D TIGTA
Sobject: RE: TIGTA letter
. .Date: Friday, June 22, 2012 6:49:34 AM

" Thanks

. From: Paterson Troy D TIGTA

Sent: Friday, June 22, 2012 6:48 AM
To:zMartin Russell P TIGTA.
Subject: RE: TIGTA letter

~Russ;

“Hmm...l've never provided regular updates on audits where we have notissued a report. Are we
allowed to say what'we are finding to outside stakeholders; such as staffers, without issuing a
report? P'vénever heard of us doing that before. From our previous meeting with Mr. Hixon. and
other staffers, I'm certain the first guestion inthe first meeting will be “Have you found any
indications that the IRS is targeting Tea Party groups?”. If we are not prepared. to provide an
answer to that question without issuing a report, | think we should limit the request to providing a
briefing on the scope of our review and providing a copy of the final report.

Troy

| === = Redacted by the Permanent

Subcommittee on Investigations

From: Martin Russell P TIGTA

Sent: Friday, June 22, 2017 6:35 AM’
- To: Paterson Troy D TIGTA
 Subject: FW: TIGTA letter

Troy,
Let me know if you have any concerns.

From: McKenney Michael E- TIGTA
Sent: Thursday, June 21, 2012:4:54 PM
To: Martin ‘Russell P TIGTA

Subject: FW: TIGTA letter

__Russ, wh az_d.ﬁ..\,_f_ou_fhin.ik..;bout_thic ? . S SEU S

Fromi: Sutphen Matthew S TIGTA
Sent: Thursday, June 21, 2012 4727 PM
To: McKenney Michael E TIGTA
Subject: FW: TIGTA letter

Mike,
Yesterday, I'touched base with Chris Hixon and notified him that we just began working onour first

RSI-FETA=14-001030 TIGTA Bates No. 011343
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501{c )( Haudit. Asyou will see below; the Committee and: Subcamm;ttee weuid ii‘ke io kept
updated on our pmgress andfora copy of the final report.. Chras has asked for our mput an: ‘{he
Jam not.comfortabl e with the general, vague ianguage of “regular updates.” M'ayb:e- we can limit

- the scope and num%er of updates, Please rewew and provide me with any comments;ed fs s,rou gl

: deem necessa ry
Thank -.xx'ou._i.

Matthew

From' H ixon, Chrlstopher lto:Christo
Sent: Thursday, June 21, 2012 4 04 PM I
To: Sutphea Matthew S TEGT& :

Cc: Blase; Brian

Suhjec_t. FW: TIGTA letter

_Ma‘ft good ta!kmg with you. Aztachﬁd isa ciraft ietter fmm Chaarmeﬂ Issa aﬂd éordan tha‘t we a; e
_tonszder ing sending.

”_!anguage

Thank-s,._
Chris

PSI-TIGTA-14-001050 _ e i R R e St TIGTA Bates No. 011344
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From: Lerper Lois G
To: RTEGE:EO All Ees
Subject: FW: Executive Announcement
. Dbate:  Monday, April 23, 2012 1;53:03 PM

Join me in officially welcoming Holly Paz as the permanent EC Director Rulings
and Agreements!
Director of Exempt Organizations

From, Barczak KimE

Sent: Monday, April 23, 2012 10:44 AM

To: &&Executives All o

Ci: &Senjor Exec Team Schedulers; &HCC Exec Services; Marx Michelle
Subject: Exetutive Announcement

This message is being sent on behalf of Joseph H. Grant, Acting
Commissioner, Tax Exempt/Government Entities (TE/GE) Division:

| ant pleased to announce the selection of Holly O. Paz-as the Director of Exempt
Orgamzanons (EO) Rulings and Agreements (R&A). She has been acting as the
Director of EO R&A for some time now. Holly began her career with the IRS as an
attorney-advisor in the Taxpayer Advocate Service: She joined TE/GE Exempt
Organizafions, Rulings and Agreements in June 2008 where she served

as manager of EO Guidance, and manager of EO Technical. Prior to joining the RS,
Holly spent eight years as an aftorney in private practice foecusing on exempt
organizations. She represented a diverse array of educational organizations, religious
organizations, public charities, private foundations, social welfare organizations, and
trade associations. Holly provided advice to such organizations regarding lobbying
and political activities, private foundation rules, executive compensation, and
unrelated business income tax.

Please joinmein co.r"tgratulating_ Holly and wishing her weil in her new assignment.

Thank you.

=== = Redacted by the Pérmanent

Direcior, Executive Services -
— Subcommittee on Investigations
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To; Kraushzar Karen G

o/t Raschiatore Michaed § TIGTA,

Subject: RE: TIGTA In the News March 26, 2012 (revised)
Datey Monday, March. 26, 2012 3:54:00 PM

Thanks Karen. The miessage was actually meant for Michaél R., but keep your eyes open too,
J. Russell George

Inspecior General

Treasury Inspegior Genaral for

Tax Administration

From: Kraushaar Karen G TIGTA

Sent: Monday, March 26, 2012 3:54 PM

Tor George § Russell TIGTA

Subject: RE: TIGTA In the News March 26, 2012 (revised)

will do.

Frem: George J Russell TIGTA

Sent: Monday, March 26, 2012 3:53 PM.

Tot Kraushaar Karen G TIGTA L
Subject: RE: TIGTA'In the News March 26, 2012 {revised)

Keep an eye out for the letter referenced in the second story. Make sure the mailroom knows to get it to
me.

4. Russell George
irispector General
Treasury Inspector General for

Tax Administrafion

From; Kraushaar Karen G TIGTA
Sent: Monday, March 26, 2012 11:14 AW

To: &TIGTA All Executives; Bennett Voneka 'S TIGTA; Barnes David J TIGTA; Dennan Jjenhifer Y TIGTA; Kraushaar Karen G
TIGTA: Raschiatore Michael § TIGTA; McCarthy Michael T TIGTA; Polsfoot Thomas F TIGTA; Riley Kevin P TIGTA; Sutphen
Matiheéw S TIGTA; Thomias Calvin A TIGTA; Venson Sheilz M TIGTA

Subiject: TIGTA In the News March 26, 2012 (revised)

<<-OLE Dbject: Picture {Devite Independent Bitmap) >>

March 26,2012
> Federal Computer Week: IGs: IRS, SSA and DHS Lose Billions in Trproper
» CNS News: Mark Levin Asks IG to Probe Possible IRS Misconduct in Dealing With
Tea Party
> " Tax Prof.Com IRS Emor Rate Results in $14-$17 Billion/Yedr in Hrroneous EITC
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Redacted by the
Permanent Subcommittee on Investigations

CNS News

Sunday. March 25, 2012
Mark Levin Asks IG to Probe Possible IRS Misconduct in Dealing with Tea Party

(CNSNews.com) - Landmark Legal Foundation sent a letter on Friday to the Treasury Department’s
Inspector General for Tax Administration requesting an investigation to determine whether officials with the
Internal Revenue Service have engaged in misconduct in dealing with applications from Tea Party groups
secking tax-exempt status under section 501 (c) (3) of the Internal Revenue Code.

“Landmark Legal Foundation requests an immediate investigation into possible misconduct by the Internal
Revenue Service's Exempt Organization (EQ) Divisoin that calls into question the integrity of federal tax
administration and IRS programs.” said the letter signed by Landmark President Mark Levin.

“Recent media reports indicate that the EO Division is using inappropriate and intimidating investigation
tactics in the administration of applicalions for exempt status submitted by orgunizations associated with the
Tea Party movement,” Levin wrote.

As CNSNews.com reported earlier this month, the American Center for Law and Justice, which says it
represents nearly 20 Tea Party organizations nationwide, put out a statement on March 7 complaining about
what it perceived 1o be improper treatment of Tea Party groups by the IRS.

“This appears 10 be a coordinated atiempt to intimidate Tea Party organizations by demanding information that

is outside the scope of legitimate inquiry and violates the First Amendment,” ACLJ Chief Counsel Jay
Sekulow said in a statement.

"These organizations have followed the law and applied for tax exempt status for their activilies as Americans
have done for decades,” Sekulow said. “The problem here is the IRS has gone beyond legitimate inquiries and

is demanding that these organizations answer questions that actually violate the First Amendment rights of our
clients.”

“This intimidation campaign is as onerous as what the IRS did 1o the NAACP in th¢ 1950's and is simply
unacceptable,” said Sekulow. “We will aggressively defend our clients and are prepared to take the IRS to court
if necessary.”

In his letter 1o the inspector general, Landmark's Levin said that the types of inquiries the TRS was making of
Tea Party groups were inappropriate.

“The information demanded in many cases goes far beyond the appropriate level of inquiry regarding the
religious, charitable and/or educational activities of a tax exempt entity,” said Levin.

“The inquiries are not relevant 1o these permitted activities,” Levin wrote. “Inquiries extend to organizational
policy positions and priorities, personal and poltiical affiliations, and ‘associations of staff, board members and
even family members of staff and board members.”

“Finally,” said Levin, “reports that Tea Party-related organizations are being singied oot for the IRS's intrusive
inquries raises serious questions about the propriety of the personnel involved in the evaluation of tax
exemption applications.”

Landmark Legal Foundation also asked the inspector general to “determine whether the relevant IRS
employees are acting at the direction of politically motivated superiors.”

The Treasury Inspector General for Tax Administration provides “independent oversight of IRS activities.”
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Redacted by the
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From: Sutphen Matthew S TIGTA

To: George § Russell TIGTA

Cc McCarthy Michael T TIGTA: McKen i ; Camus Timothy P TIGTA: Holmgren R David TIGTAS
Begg Margaret E TIGTA. > Raschiatore Michael S TIGTA: Nakamura Nancy A TIGTA:
Jakabcin George | TIGTA; Venson Sheila M TIGTA

Subject: Congressional Update

Date: Friday, April 19, 2013 5:13:53 PM

Attachments: Correspondence - lncoming 2506 2010-04-08 Letter to TIGTA (2).pdf

Conaressionat UppaTe

Fripay, ArriL 19, 2013
New Requests:
Redacted by the
Permanent Subcommittee on Investigations
Updates:
Redacted by the
| Permanent Subcommittee on Investigations
.

Redacted by the
Permanent Subcommittee on Investigations

+ Christopher Hixon, majority staffer for HOGR, expressed an interest in having an advanced
briefing on OA’s. upcoming tax-exempt audit report. He too said that Chairman Issa may be
interested in holding a héaring. As a reminder, this report was initiated as a result of
meeting with the committee staff last spring, and Chairman Issa sent a follow-up letter
expressing his interest in the matter.
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From: kutz Gregory D TIGTA

To: George § Russell TIGTA

‘Subject: Re: Greetings to you From

Date: Tuesday, October 23, 2012 10:22:23 PM

given the highly sensitive nature of this ongoing audit {politically active non-profits) a more in
depth discussion would be useful for you. Mike R is planning to discuss rescheduling with you

From: George J Russell TIGTA

Sent: Tuesday, October 23, 2012 06:17 PM
To: Kutz Gregory D TIGTA

Subject: RE: Greetings to you From VN

Thanks. Do we still need to meet on that issue?

From: Kutz Gregory D TIGTA i
‘Sent: Tuesday, October 23, 2012 4:39 PM
To: George J Russell TIGTA

Subject: Greetings to you From \UIEEER

W <2/ led me today to do a reference check on a former employee NN
I

Greg

s == Redacted by the Permanent
Subcommittee on Investigations
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McKenney Michael E TIGTA

. o ~ McKenney Michael E TIGTA

“.Sent: Wednesday, May 08, 2013 1013 AM
CTer Kutz Gregory D TIGTA (Gregory Kutz@tigta treas.gov} ,
_Subject: RE: Final Report: 201210022 -- Inappropriate Criteria Were Used to Identify Tax

Exempt Applications for Review

Greg, why is that that we don't say that this review was performed at the request of the Chairman of the House

~ Oversight and Government Reform Comimittee?”

Sent: Wednesday, May 08,2013 9:18 AM
* To: McKenney Michael E'TIGTA

- - Cez-Kutz Gregory D TIGTA; Anderson John E TIGTA; Davis Estine H TIGTA; Paterson Tmy D TIGTA; Medina Chery]j

- TIGTA

- Subject: FW: Final Report 201210022 ~- - Inappropriate Criteria Were Used to Identify Tax Exempt Applications for
‘Review

¢ Mike,

The revised final report is attached. We miade the two changes you wanted and the report is r'e'a"dy to go.

Tam
 Torm Seidell ' ' === Redacted by the Permanent
Audit Manager Subcommittee on Investigations

 From: Ande.rson-'jalén. E .TI'GTA‘

- Sent: Wednesday, May 08, 2013 8:10 AM
To: Seidell Thomas F TIGTA
ce Paterson Troy D TIGTA; Davis Estine’H TIGTA; McKenney Michael E TIGTA

_ Sub]BCt FW: Final Report 201210022 — Inappraprlate Cntena Were Used to Idennfy Tax E)(empt Appli{atmns for
Review A L

. Hi Tom —no, the final report package is with Mike McKenney. The files are attached if you need to

. make changes to the footnotes. When you do, please send to Mike with a cc to me so that | have the

 current version. Thanks.

From' Seidell Thomas FTIGTA . NS S W S
- Sent: Wednesday, May 08, 2013 8:07 AM
- To: Anderson John E TIGTA

* Subject: Final Report 201210022

< Johnm,

~ Troy send the final package up to OMP on Monday, but we need to change two footnotes. Do you guys still have the.
T réport?

RSL-TGTA-19-083126— TIGTA Bates No. 016072
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Thanks.
Tom

-+ From: Andersen fohn E TIGTA
- Sent: Tuesday, May 07, 2013 5:40 PM
- To:McKenney Michael E TIGTA
- Ce:Jones Jeffrey M TIGTA
Subject Final Report 201210022 -- Inappraprra’te Crrterra Were Used to Identify Tax Exempt Applications fer Re\new

~ Hi Mike, e
Attached is the final audit report, Inappropriate Criteria Were Used to Identify Tax-Exempt
Appffcarrons for Review. The corresponding Highlights document is also attached. | understand a
press release has already been drafted for thls report

_ -ob;ectsve of ihrs aud t was to determrne whether aElegataons were founded that ihe IRS: 1) targeted -
-specific groups applying for tax- exempi status, 2) defayed processing of targeted greups
o applications, and 3) requested unnecessary mfermat ion from targeted groups:

TIGTA determmed that the IRS used rnappropnate criteria that identified for review. Tea Party-and
other organizations applying for tax- -exempt status based upon their names or policy positions instead
of indications of potential political campaign intervention.  Ineffective management: 1) allowed
inappropriate criteria to be developed and stay in place for more than 18 months, 2} resulted in
substantial delays in processing certam applrca‘csons and 3) all owed unneoessary information
'requests o be issued. e ] .

Although the processing of some applications w;th potent;al srgm?zcant political campaign rnterventrorr
-was started soon after receipt, no work was completed on the majority of these applications for
13 months. This was due to delays in receiving assistance from the Exempt Organizations function .
- Headquarters office.  For the 296 tctal political campaign intervention applications TIGTA reviewed as
~of December 17, 2012, 108 had been approved, 28 were withdrawn by the applicant, none had been
denied, and 160 were open from 206 to 1,138 calendar days (seme for mcre than three years and
_ croserng two election cycles).

Mere than 20 months after ﬁ're initial case was tdentrfled precessmg the cases began in :
‘earnest. Many organizations received requests for additional information from the IRS that rr;ciuded
unnecessary, burdensome questions (e.g., lists of past and future donors). The IRS later informed.
some organizations that they did not need fo provide the information that was previously _
requested. IRS officials stated that any donor information recerved in response toa request from its.
""" .:Determinatrens Un t was later destroyed :

T GTA recemmended that the IRS finalize the interim actions taken better document the reasons
why applrcat;ons potentially i involving political campaign intervention are chosen for review, developa
- process-o track requests for assistance; develop and publish gurdance develop and provrde trammg R
to employees before edch election cycle, expeditiously resolve remaining political campaign Nl
~_intervention cases (some of which have been in process for three years), and request that socrat e
- welfare actwrty gurdance be deveioped by the Department of the Treasury

PSI-TIGTA-19-003127 : i Sl B i TIGTA Bates No. 016073
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"En “theu response to the report, IRS officials agreed with seven of our nine recommendatlons ancf

. ‘proposed alternative corrective actions for two of our recommendations: TIGTA does not agree that

the alternative corrective actions will accomplish the intent of the recommendations and continues to
believe that the IRS should betier document the reasons why applications potentially mvolvmg
_ ;poh’ucai campalgn intervention are.chosen for rev:ew and develop and publlsh guidance:

. lohn Andersan

- Audit Manager — Office of Management and-Policy.
Office

- Telework IR

e = Redacted by the Permanent
Subcommittee on Investigations
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‘Front: nes Davi TA
To: Krayshaar Karen G THGTA
Subject:  Fw: TIGTA Sratement on "Be.On the Look Gut! Listings

[_Ja_t_e: Tuesday June 25, 2013 7: 26133 PM

David Barnes

=== = Redacted by the Permanent

Public Affairs Liaison Subcommittee on Tny esfications

Treasury Inspettor General for Tax Administration

Office: N
Mobile: IR

From: Bernie Beclker [mailto:bbecker@thehill.com]

Sent: Tuesday, june 25, 2013 07:25 PM. Eastern Standard Time
To: Barhes David } TIGTA

Subject: Re: TIGTA Statement on-"Be On the Look Out" Listings

Again: did you all know of BOLOs listing liberal groups when you wrote the audit?

On Tue, jun 25, 2013 at 6:10 PM, Bernie Becker <bbecker@thehill.com> wrote:
- That makes some sense. You're not really diréctly answering whether you knew
about liberal groups being on the BOLOs though. I get that you knew other BOLOS
existed, and that it wasn't part of the request.

Sent from-my-iPhone - N

On Jun 25, 2013, at 17:58, Barnes David J TIGTA <David.Barnes(
wrote;

We acknowledged that we had identified other issues that we beyond the scope of
our audit.

Think of anaudit ke writing a“story. At some point, you need to-quit reporting and
start writing. If you find something that'doesn't quite fit in the story, you mention it

to get it on the record but focus on it

That make sense?

David Barnes_ o
Public Affairs Liaisen
Tteasury Inspector General for Tax Administration

e T
Mobile: N

From Berme Becker [mai

PSETIGTA-T2-000748 TIGTA June 2013 emails Bates No.000241



- Report Exhibits - Page 001366

Sent: Tuesday,;}u_qeg_Z-S, 2013 DS_;AV?'PM Eastern Standard Time.
To: Barnes David ] TIGTA - _
,_S:ubject: Re: Fw: TIGTA Statementon "Be On the Look Out” Listings

—T%z&nk%i}awd——————f—————w——~ e

Just to be clear:'You only focused on Tea Party groups because that
was what the person who: asked for the audit - i.e., Issa - requested.
So, if you had found reason to believe that groups outsnde of the Tea
Party were also singled out by the IRS for partisan reasons, -you would
not have pursued that any further.

And that is sort of standard operating procedure for the 1G when an

e audit is requested. That all sound about right?

On Tue, Jun 25, 2013 at 5:36 PM, Barnes David ] TIGTA
<David.Barnes@tigta.treas.gov> wrote:.

: Bemrien

Here s sume additional background, for attribution to a TIGTA
spekespersan

- TIGTA was asked to narrowly focus on Tea Party organizations. On
~page 6 of our report we acknowledge the existenice of other BOLOs.
We did not review the use, disposition, purpose or content of the:
Gther BOLOS That was outside the scope Gf our audat

Hope this helps.

From: Bernie Becker [mailto:bbecker@thehill,com]
Sent: Tuesday, june 25, 2013 3:58 PM

'To: Barnes David J TIGTA
- Subject: Re: Fw: TIGTA Statement on "Be On the Look Qut" Listings

-"""_-f:"__'_'%DnyﬁH_kﬂﬁW_W}:_i'E'ﬁ?;—""""' e s e e g

For example, T-still have some questions about the statement you
_sent yesterday. You appear to_be saying that the progressive term on.
. the BOLO wasn't used to select cases deaimg with potential campmgﬂ
_intervention. Is that because the progressive groups appear to be
seekmg c3 status on the BOLO? The fact they weren't on the

- emerging issues tab?

© . PSI-TIGTA-12-000245 TIGTA June 2013 emails Bates No.000242
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Any guidance is appreciated...

On Tue Jun 25, 2013 a{ 2 23 PM, Barnes DaVIdJ TIGTA

 Bernie; =

- I'll get back to you on this. Redacted by the Permanent
Subcommittee gn Investigations

. David Barnes

- Public Affairs Liaison

Treasury Inspector General for Tax Administration
Office:
‘Mobile: TR

From. Bernie Becker fmailto:bbecker@thehill. com]
- Sent: Tuesday, June 25, 2013 .1:46 PM

- To: Barnes Davidj TIGTA

Subject: Re: Fw: TIGTA Statement on "Be On the Look Out™ Lasungs

- Thanks for this. Are you guys going to have a specific response to the
- Levin letter any time soon? Or more specific information on any steps.
- forward for you guys?

On Mon, Jun 24, 2013 at 6:47 PM, Barnes Davdj TIGTA
. <David.Barnes@tigta.treas.gov> wrote:

. David Barnes

~ Public Affairs Liaison
—Treasuryinspector-Genera-for fax-Administration———————

' Office:
~Mabile : R

- From: Barnes David | TIGTA

PSI-TIGTA-12-000246 TIGTA June 2013 emails Bates No.000243
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Sent: Monday, June 24, 2013 05:17 PM Eastern.Standard Time
- To: Barnes David | TIGTA.
- Subject: TIGTA Statement on "Be On the Look Out” Listings

- For atiribution to & TIGTA spokespersoni:

“TIGTA’s audit focused on the criteria the IRS used to select cases for
- expanded review for potential political campaign intervention. The "Be
- On the Look Out” listings discussed in our report were the ones used
ﬁto refer cases far th!s type of scrutlny

- On page 6 of the report, we noted that the IRS had other criteria used
- to refer cases for other types of processing, some of which also used
- the names of organizations. For example, the IRS had lookouts for
“indicators of known fraud schemes, so.they could be referred to the

- group that handled those issues.

- As we continue our review, we have identified other criteria that use
names and policy positions to refer cases. Although these criteria
were not used to.select cases for review of potential political campaign
intervention, we are reviewing whether these criteria led to expanded
scrutiny for other reasons, and why these criteria were implemented.
‘Because many of these involve specific taxpayers, we cannot provide
- further information at this time, but have advised the IRS and
Congressmnal committees auihonzed to receive tax information of our
review.”

s = Redacted by the Per: manent _'
Subcommittee on Investivutions

- David Barnes

- Public Affairs Liaison. | _
_ ~ Treasury Inspector General for Tax Administration
- ——Office: S S SO
Mobile:
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~Froim: Kraushaar Karen G TIGTA

-Ta? samstein@huffingronpestcom

) Subject: :Respanse to-your inguiry
- Date: Tuesday, June 25,2013 5:27:00 PM
“Hi Sam,

Piease see below

gQuestlons

1. Can TIGTA commient on the fact that the lead auditor assigned to the exempt
‘organization audit was previously relieved from his position at the GAQO because. of a
fau]ty report he did on for-profit colleges. I've confirmed as much through various
press accounts. X would like to get your reaction to the concerns that some might have
‘over his role in the IRS project in light of this episode

TIGTA response “TiGTA's rigorous review process insures the integrity of all our work. Our audit

reports, in-addition to being conducted in conformance with government auditing standards, are
subjected fo extensive review.”

27" Can TIGTA clarify why its réport néver mentioned that progréssive groups were on
the BOLO. They were listed on the same forms as Tea Party groups (as the House
Democrat-released docs reveal).-So it's impossible that investigators didn't see them.
Perhaps the directive from the House Oversight Committee was very defined: only
look at the targeting of conservative groups. TIGTA response: Yes, we were asked to
ﬂal‘muh’ focis on Tea Party organizations. But if that is the case, isn't it worthwhile
context to include thatprogressive Uroups were screened? TIGTA response: On page

_ 6ofgurreport we acknowledge the existénce of other. BOLOs. Perhaps the type of
screening applied to each was differént. If so, i'd love an explanation. TIGTA
response:” We did not review. the use, dlxpoullon purpose or content of the other
BOLOs. That was outside the s¢ope of our audit. Or perhaps you felt restricted in
your abzhty to talk about it. I noticéd that in the 1G's testimony he alluded to other
-groups being targeted without mentioning names. But in that case, I'm unclear as to
what type of proprietary tax information would have been revealed had you disclosed
in the report that progressive groups were targeted. TIGTA response: Section 6103 of
“Title 26.forbids us fromt revealing any confidential taxpayer information, including
laxpayes names:

-1 you still would like todiscuss this further, David Barnes and | are both around tomorrow.

" Thanks and have a _gco_d BVENINE,

‘Karm Aig'ms;}mr' - s = Redacted by the Permanent
Subcommittee on Investigations

i 1 3w .
x Administration’

531.‘3_ Ares 5 g'('e‘/" 4
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‘From: Hicks, losh

Ta: Keatshaar Karen G THGTA
. ‘Sibject: Re: Tax-Exempt audit objective
- Date: Thursday, june 27, 20131:23:15 PM

| Are you saying you want to retroactively put your last response -- about "not
accurate” -- on background?

_Regarding yesterday's questions, I am indeed still hoping for answers.
Sent from iy iPhone:

" On Jun 27, 2013, at 12:59 PM, "Kraushaar Karen G TIGTA"
<Karen, Kraushaaf' M{igtd treds. gov>"wrote:

losh, tam only speaking on background today, not for attribution.

Regretta bly, erroneous information was provided to my office.. It'ha-ppfe_ns.

There is a lot of confusion out there-about this whole matter; especially about the
BOLOs. | am-still working on getting you responses to the questions you sent us .

yesterday. Do you still want those?

Karen

From: Hicks, Josh Imailto:josh.hicks@washpost.com?
Sent: Thursday, June 27, 2013 12:39 PM

To: Kraushaar Karen. G TIGTA _

Subject: RE: Tax-Exempt audit cbjective-

Did you say TIGTA was “asked by House-OVersé’th Chairman Darrell Issa (R-Calif.) ‘to
narrowly focus on Tea Party organizations,” as the Hill put it.

If s, what was the context of that statement, and How did the Hill 'm:is'u's‘e'it; in your™

opinion?

Josh Hicks T

Washington Post == Redacted by the Permanent

D o Subcommittee on Investigations
o - AT,

‘ l{)5}1 h!(_“ks@washnost Com TR RN T TR LY | Y : £ i gy S A T A e e i RS R TR RS e T ey e s b P T T L e
e Tagitter @reporter hicks— — —— ———— e

http://www.washingtonpost.com/blogs/federal-eve/

From Kraushaar Karen G TIGTA {ma;lta‘i(are_n Kraushaay tigt
Sent: Thursday,]une 27, 2013:12:31 PM

To: Hicks, Josh

Subject. RE: Tax-Exempt audit objective.

PSETIGTATTZ-000437 TIGTA June 2013 emails Bates No.000434



Report Exhibits - Page 001371

Yes Josh thanks. The statements attributed to me in The Hill are not accurate.

Qm.mralfmembetggf£gng{e555ha;edihei;cceaeemsﬁabautIea—Par-Ey-or«ga‘ni~za§iens- ~~~~~~~~~ e
with TIGTA. However, the focus of our-audit was on the IRS’s consistency in its
identification.and review of applications for tax-exempt status involving potential
political advacacy issues:

Thanks'...there is a Iot of confusion out thérel

me‘ Hicks, Josh e 'll"‘”:"' hicks@washpost.co
Sent:’ “Thursday, june 27, 2013 12 09 PM

To: Kraushaar Karen G TIGTA.

Subject: RE: Tax-Exempt audit objective.

Hey, Karen, Following up on this for the story we’re planninz to run tomorrow: Do you
dispute any of the quotes the Hill newspaper attributed to you in the article we
~ discussed?

limited .-td—tea-nart\_.f-grdu'pé-

If not, do you have any issues with the Hill's framing of your rema rks?

- -:-_7-%‘7— ~ = - JoshHicks

Washington Post

_ e = Redacted by the Permanent
. Subcommittee on Investigations
josh.hicks@washpost.com

Twitter: @reporter_hicks'

Frarn KraLJshaar"Karen. G TIGTA !marita Karen Kraushaar@nﬂa treas EG\.’T
Sent: Wednesday, June 26, 2013 6:01 PM

To: Hicks, Jash:

Subject: RE: Tax-Exempt audit objective .

Hilosh,

Some members of Congress did express concern about the way Tea Party
organizations were being treated, but our audit is as stated below,

Consistency in-ldentifying and Reviewing Applications for Tax-— -~
Exempt Status Involving Political Advocacy Issues (FY 2012 ~Work in
- Process — Audit Number: 201210022) Audit Objective: Assess the consistency of the
EO function’s identification and review of applications for tax-exempt status involving’

PSI-TIGTA-12-000438 TIGTA June 2013 emails Bates No.000435



potential political advocacy issues.

© Hope this helps: Thanks!

. Report Exhibits - Page 001372

e Desk:

From chks josh m’ I§ oo h i

Sent: Wednesday, Jurie 26; 2013 5:54 PM
Fo: Kraushaar Karen' G TIGTA
Subject: RE: Tax-Exempt audit ohjective

Thanks for all this. The picture has become clearer, but we're going to hold off on the
- story until we have more information about the BOLO tabs and what they each méan..

As for now, it appears as though the focus of the audit wasonthe ” emergmg msues

Fiteria, Which arose after court dECiSiOHS opened the doori‘or a new type of tax-
exemptlon_.candldate.; The terms such as “progressive” and “medical marijuana” came.
from separate BOLO categories, as you and Mike pointed out this morning..-

Very important question: Why did youtell the Hill newspaper that Issa had asked

' TIGTA to “narrowly focus.on tea party organizations”? Seems like the audit actually

focused on emerging issues cases. We I need to address that in th%s amd
tp://thehill, - ' i

, ii-mited-to—teg-ggr’*ﬁy‘—g[oug s

Jnsh Hicks
Washington Post

——— = Redacted by the Permanent
Subcommittee on Investigations

josh.hicks@washpost.com

Twitter; @reporter_hicks:

From. Kraushaar Karen G TIGTA [mailto: Karen Kraushaar@tigta.treas.gov]

..,_Sent‘ Wednesday, June 26, 2013 5:39 PM

To: Kraushaar Karen G TIGTA.

Cc: Phillips Michael R TIGTA
Subject: Tax-Exempt audit objective

" Here is the accurate descri_p_ti_on of our audit report; in our annual audit plan:

e ""__ -—pstentla[-pcliticalativocacyissuer

Consistency in‘-_ident&"ying- and"RevieWEh-g;App:Ifcqtian_s*far Tax-—
——Exempt-Status-invo ﬁfing-Poifticaf—ﬁd.vamgy- Issges-(FY-2012=wWorkin

Process — Audit Number: 201210022) Audit Objective: Assess the consistency of the:
EO function's identification and review of applications for tax-exempt status involving:

Please refer to this. While members of Congress expressed their concerns about Téa
Party organizations, this is the accurate description of the audit. Letme know any

. PSI-TIGTA-12-000439
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. questions, Thanks!
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