TAX DI VI SI ON SETTLEMENT REFERENCE MANUAL
| NTRODUCTI ON

Civil tax controversies in the courts are either resolved by
settlenment or by judicial decision. Litigation and settlenent
are twin aspects of the Tax Division's role in tax policy and tax
admnistration. This reference manual focuses generally on
questions concerning resolution by settlenent, a term which
i ncl udes both conprom ses and outri ght concessions, as well as
alternative dispute resolution

In settlenment, as in every aspect of civil litigation
handl ed by the Tax Division, it is the Trial Attorney who has the
| aboring oar. The Trial Attorney has the primary responsibility
on an ongoi ng basis of evaluating the litigation potential (and,
thus, the settlenent potential) of a case. It is the Trial
Attorney who negotiates a conprom se, prepares the witten
justification therefor, and, in the subsequent correspondence and
i npl enmentation of a settlenment, assures that the Governnent gets
all that it bargained for and gives away no nore.

Whil e there are sone cases that should be litigated rather
than settled and others that, ideally, should be settled but
that, for one reason or another, cannot be, the Division settles
many cases in whole or in part. Conprom ses result when the
terms negotiated are both just and in the Governnent's best
interests. And, to the extent that the Governnent's position is
clearly wong, an issue or a case should be conceded.

Cenerally, settlenment is nost readily achieved in refund
cases (where the Governnent already has the noney, and the
t axpayer wants it back). Refund cases involving counterclains
are the next easiest to settle--typically, the taxpayer is at
| east represented by counsel, and has taken the initiative to pay
for the institution of litigation. On institution of every
refund suit, the taxpayer is sent a sheet setting out general
i nformati on concerning the settlement of such suits.

Clearly, settlenent becones nore difficult to the extent
that collection is involved, since in nmany of these cases the
Service has tried and failed to collect admnistratively. Suits
to reduce assessnents to judgnent, fraudul ent conveyance actions,
etc., are substantially nore difficult to settle. Bankruptcy
cases are so varied that no general estinmate can be nade about
the degree of difficulty in settlenment; specific problens with
respect to bankruptcy are di scussed subsequently.



This reference manual first addresses the del egation of
settlenment authority in tax cases (Part I11), 1/ and goes on to
address the settlenment process (Part 111), peripheral matters in
refund cases (offset, double allowances--mtigation of
[imtations, and equitable recoupment) (Part V), collectibility
settlenments (Part V), and alternative dispute resolution (Part VI).

Except to the extent that binding authority is referenced
(e.qg., in Part Il, wth respect to settlenent authority), the
di scussi on and suggested procedures in this reference manual
reflect internal guidelines only and do not bind the Tax
Di vi si on.

1/ A quick reference sheet re settlenent authority as to
cases in the Gvil Trial Sections and Court of Federal d ains
Section is found in the pocket part at the front of this Mnual.
Like all sumaries, it is not conprehensive and Part Il should be
consulted, particularly with reference to the conditions and
limtations on delegations, the dollar Iimts on settlenent
authority with respect to clains by the United States, and the
determ nation of the dollar [imtation.
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