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Subject: 501(C)(4)S OR OTHER
TAX-EXEMPT ORGANIZATIONS

Dear Ms. Bailey:

While processing your Freedom of Information Act (FOIA) request, the Department of Justice,
Criminal Division (“DOJ/CD”) located FBI information in their records. This material was referred to the FBI
for direct response to you. Some records have been previously released to you by letter dated December 18,
2015. DOJ/CD subsequently located additional records and referred those to the FBI as well. Pursuant to
the Court’s Order dated March 11, 2016, the FBI is processing these recently referred documents for release.
This letter, with enclosures, represents the second and final release pursuant to that order. Deletions have
been made to protect information which is exempt from disclosure, with the appropriate exemptions noted on
the page next to the excision. In addition, a deleted page information sheet was inserted in the file to indicate
where pages were withheld entirely. The exemptions used to withhold information are marked below and
explained on the enclosed Explanation of Exemptions.

291 pages were reviewed; 290 pages are being released.
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For questions regarding our determinations, visit the www.fbi.gov/foia website under “Contact Us.”
The FOIPA Request number listed above has been assigned to your request. Please use this number in all
correspondence concerning your request. Your patience is appreciated.

Some information in the documents was redacted per DOJ/CD. This is indicated by the notation
“per CRM” beside the redaction block. Some information was redacted per DOJ Tax Division (“DOJ/TAX”).
This is indicated by the notation “per TAX” beside the redaction block.
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Although your request is in litigation, we are required by 5 § USC 552 (a)(6)(A) to provide you the
following information concerning your right to appeal. As to FBI, DOJ/CD, or DOJ/TAX determinations, you
may file an appeal by writing to the Director, Office of Information Policy (OIP), U.S. Department of Justice,
1425 New York Ave., NW, Suite 11050, Washington, D.C. 20530-0001, or you may submit an appeal through
OIP’s eFOIA portal at http://www.justice.gov/oip/efoia-portal.html. Your appeal must be received by OIP
within sixty (60) days from the date of this letter in order to be considered timely. The envelope and the letter
should be clearly marked “Freedom of Information Appeal.” Please cite the FOIPA Request Number in any
correspondence to us for proper identification of your request.

Sincerely,

Dl

David M. Hardy

Section Chief,

Record/Information
Dissemination Section

Records Management Division

Enclosures

This material is being provided to you at no charge.

The page Bates-stamped 14-cv-1239-FBI-392 was withheld in full as it was a duplicate of 14-cv-1239-253.


http://www.justice.gov/oip/efoia-portal.html

(b)(1)

(b)(2)

(b)(3)

(b)(4)

(b)(5)

(b)(6)
(b)(7)

(b)(®)

(b)(©)

(DG)

0@

(k)(1)

(K)(2)

K)(3)

(K)(4)

K)(©G)

(k)(6)

(K)(7)

Obtained by Judicial Watch, Inc. Via FOIA
EXPLANATION OF EXEMPTIONS

SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552

(A) specifically authorized under criteria established by an Executive order to be kept secret in the interest of national defense or foreign
policy and (B) are in fact properly classified to such Executive order;

related solely to the internal personnel rules and practices of an agency;

specifically exempted from disclosure by statute (other than section 552b of this title), provided that such statute (A) requires that the matters
be withheld from the public in such a manner as to leave no discretion on issue, or (B) establishes particular criteria for withholding or refers
to particular types of matters to be withheld;

trade secrets and commercial or financial information obtained from a person and privileged or confidential;

inter-agency or intra-agency memorandums or letters which would not be available by law to a party other than an agency in litigation with
the agency;

personnel and medical files and similar files the disclosure of which would constitute a clearly unwarranted invasion of personal privacy;

records or information compiled for law enforcement purposes, but only to the extent that the production of such law enforcement records or
information (A) could reasonably be expected to interfere with enforcement proceedings, (B) would deprive a person of a right to a fair trial
or an impartial adjudication, (C) could reasonably be expected to constitute an unwarranted invasion of personal privacy, (D) could
reasonably be expected to disclose the identity of confidential source, including a State, local, or foreign agency or authority or any private
institution which furnished information on a confidential basis, and, in the case of record or information compiled by a criminal law
enforcement authority in the course of a criminal investigation, or by an agency conducting a lawful national security intelligence
investigation, information furnished by a confidential source, (E) would disclose techniques and procedures for law enforcement
investigations or prosecutions, or would disclose guidelines for law enforcement investigations or prosecutions if such disclosure could
reasonably be expected to risk circumvention of the law, or (F) could reasonably be expected to endanger the life or physical safety of any
individual;

contained in or related to examination, operating, or condition reports prepared by, on behalf of, or for the use of an agency responsible for the
regulation or supervision of financial institutions; or

geological and geophysical information and data, including maps, concerning wells.
SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552a
information compiled in reasonable anticipation of a civil action proceeding;

material reporting investigative efforts pertaining to the enforcement of criminal law including efforts to prevent, control, or reduce crime or
apprehend criminals;

information which is currently and properly classified pursuant to an Executive order in the interest of the national defense or foreign policy,
for example, information involving intelligence sources or methods;

investigatory material compiled for law enforcement purposes, other than criminal, which did not result in loss of a right, benefit or privilege
under Federal programs, or which would identify a source who furnished information pursuant to a promise that his/her identity would be
held in confidence;

material maintained in connection with providing protective services to the President of the United States or any other individual pursuant
to the authority of Title 18, United States Code, Section 3056;

required by statute to be maintained and used solely as statistical records;

investigatory material compiled solely for the purpose of determining suitability, eligibility, or qualifications for Federal civilian employment
or for access to classified information, the disclosure of which would reveal the identity of the person who furnished information pursuant to
a promise that his/her identity would be held in confidence;

testing or examination material used to determine individual qualifications for appointment or promotion in Federal Government service
the release of which would compromise the testing or examination process;

material used to determine potential for promotion in the armed services, the disclosure of which would reveal the identity of the person who
furnished the material pursuant to a promise that his/her identity would be held in confidence.
FBI/DOJ
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FD-302 (Rev. 5-8-10)

FEDERAL BUREAU OF INVESTIGATION

Date of entry 06/12/2013

bé -2
Internal Revenue Service (IRS) Tax Law Specialist and bIC -2

Technical Advisor in the Office of Tax-Exempt and Government Entities
(TEGE), bornl social security account number

cellular telephone m mberl |, residing at

was interviewed in the offices of
Treasury Inspector General for Tax Administration (TIGTA), located at 1401
H Street NW, Washington, D.C. 20005, on May 23, 2013, at approximately 3:30
P.M. EST.

b6 -1, 4

Those present for the interview were FBI Special Agent bIC -1. 4

I | TIGTA Special Agentl |Assistart United States

Attorney (AUSA)| [ ana ausa 23 per CRM
C

After being advised of the identities of the interviewing Agents and
AUSAs, was advised that the interview was voluntary and he could stop b6 -1,2,4
the interview or leave at any time. acknowledged that he understood. b7c -1,2,4
sa[__ |then read aloud TIGTA Form OI 5320, Non-Custodial Advisement of
Rights, and provided the form to[:::] for review. At approximately 3:35
P.M., signed and dated the form, as witnessed by Special Agents
| The original Advisement of Rights will be
maintained in a 1A envelope and made part of the FBI case file. then
voluntarily provided the following information:

b6 -2,3
b7C -2,3

is an attorney, and currently working as an
IRS Tax Law Specialist and Technical Advisor in the Office of the TEGE
Commissioner. He, along with Tax Law Specialist [:::::::::] reports
directly to the TEGE Commissioner.[__ ]has no management responsibilities.
In his role,[::::]facilitates operations of the TEGE division, to include
liaising with chief counsel and crimipnal investidations of the IRS. s
also the outside the

IRS.

explained that TEGE is one of four divisicons in the IRS. TEGE 1is bé -2
comprised of Exempt Organizations (EO), Government Entities (GE), and b7c -2
Employee Plans. Within EO, there is Rulings & Agreements, and Examinations.

Within Rulings & Agreements, there are three units: Determinations,

Guidance and Technical.

Investigationon  05/23/2013 4 Washington, District Of Columbia, United States (In Person)

File# 282-WF~O-TAINT Date drafied  05/28/2013

b6 -1
by b7c -1

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; it and its contents are not

to be distributed outside your agency.

14-cv-1259-FBI-114
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282-WF-0-TAINT

be -2

Continuation of FD-302 of 10terview of ,On 05/23/2013 , Page 2 of 2 p7C -2
. . . . bé -2,3
started with the IRS inf |in EO Technical and worked .. , 3

in This unit until January of 2011, reporting to EO Technical Group Manager

| From January of 2011 through August of 2012| |
in EO Guidance, reporting to EO Guidance Group Managerl
has been in his current position as Technical Advisor since August ot 2012.

[::::::kxplained that EC Technical handles taxpayer specific work, such as
the issuance of “Private Letter Rulings”, while EO Guidance handles project
specific work, such as looking at sectors, developing questionnaires and
developing employee training. In his wvarious positions at the,IRS[::::]has
never held any direct management responsibilities for any IRS employees.

worked

Regarding his interview by TIGTA auditors concerning the Tax-Exempt
Applications audit[::::::ktated that his interview took place in room 558 b6 -2
of the IRS’s 990 North Capital Street location, and was brief. [:::::] b7C -2
believed the interview was voluntary.[::::]did not have any objections to
the interview, and did not have any concerns about the interview. Other
than the auditors, the only other person present during interview
was HOLLY PAZ.

b6 -2
b7C -2

[::::]did not discuss his interview with anyone. does not believe
that the auditors told him about the content of any other IRS employee’s
interview. If he learned of any other employee’s interview, it would have
been through the Congressional hearings.

b6 -2

had no role in setting up the auditor interviews, nor did he sit b7C -2

in on any of the other IRS employee interviews. He never told any IRS
employee that they had to show up for their interview with auditors.

has read the publically available auditor’s report, and watched

all the testimony related to the hearings by Congress. He has also read the
media reports regarding that testimony. commented that this is part of
his job responsibilities.

agreed to be available for follow-up interviews, if needed.

b6 -1,2
b7C -1,2

At the conclusion of the interview, SA provided with a
signed copy of the Non-Custodial Advisement of Rights.

14-cv-1239-FBI-115
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et

FEDERAL BUREAU OF INVESTIGATION

Date of entry 06/13/2013

b6 -2
Internal Revenue Service (IRS) Tax Law Specialist b7C -2
bornl |social security account numberr
cellular telephone number | residing at
was interviewed in the offices of
the Treasury Inspector General for Tax Administration (TIGTA), located at
1401 H Street NW, Washington, D.C. 20005, on May 29, 2013, at approximately
10:45 A.M. EST.
Those present for the interview were FBI Special Agent (SA) b6 -1.,4
TIGTA Special Agent] | and Assistant United b7¢ -1.4
States Attorney (AUSA) lbagcper CRM

After being advised of the identities of the interviewing Agents and

ausA, sa[____ |provided |with 1RS Form 8111, Empl b6 -2 4
Notification Regarding Union Representation, for review. |then b7Cc -2,4

signed and dated the form.

SA then read aloud TIGTA—Eorm OT 5320, Non-Custodial Advisement
of Rights, and provided the form to for review. At approximately
10:50 A.M [ | sianed nd dated the form, as witnessed by Special b6 -1,2,4
Agents AUSA reiterated to I:lthat theP7C -1,2,4
interview was voluntary and she could stop the interview or leave at any
time. acknowledged that she understood. The original Employee

Notification Regarding Union Representation and Non-Custodial Advisement of
Rights will be maintained in a 1A envelope and made part of the FBI case g4 per CRM
file. b7C

then voluntarily provided the following information:

began working for the IRS in as a Tax Law bé -2,3
Specialist in_the Fxempt Organizations (EO) Technical Unit. As a Tax Law b7Cc -2,3
Specialist, nakes determinations on applications, handles Private
Letter Rulings, provides technical assistance, and works on special
projects. She reports to EO Technical Manager] who in turn
reports to Rulings and Agreements Managerl has no

Investigationon 05/29/2013 5 Washington, District Of Columbia, United States (In Person)

File# 282-WF-0~TAINT Date drafted 06/04/2013

b6 -1

by b7C -1

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agencys; it and its contents are not
to be distributed outside your agency.

14-cv-1259-FBI-116
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2 of 3 b6 -2
b7C -2

Continuation of FD-302 of 1Nterview of ,On 05/29/2013 ', Page

subordinates. Her manager has changed since she started working at the IRS
since [::::::::]has been detailed out a few times. She has had about five
acting managers during that time, as follows:

1. |not sure of dates b6 -3
2., summer or fall of 2011 b7C -3
3. - sometime in 2012
4 2012
5. } February or March of 2013
is not sure who was her manager during the time of the audit, but
believes it was| | b6 -2,3
b7C -2,3
Regarding her interview by TIGTA auditors concerning the Tax-~Exempt
Applications audit,[:::::::::fktated that her interview took place at the
IRS’s 999 North Capital Street location in D.C,. did not have any
objections to the interview, and did not have any concerns about the
questions being asked. She assumed the scope of the interview was to talk b6 -2
to anyone working certain cases in the IRS.[:::::::::]believes the b7C -2
interview was voluntary. Other than the auditors, the only other person
present during interview was HOLLY PAZ.
. . : ) b6 -2
received an email to schedule the interview, but cannot b7C -2

remember who sent it.

[:::::::::]had no role in setting up the auditor interviews, nor did she
sit in on any of the other IRS employee interviews.

The auditors never told about the content of any other IRS
employee’s interview.
. . . b6 -2, 3
may have told other employees about her interview, stating b7C -2 3

that the interview was short and they did not ask good gquestions. She also
mav have told co-workers about questions related to the “Guide Sheet”.
explained that the auditors asked her about it, and she told them
that she was asked to draft it. This is what [::::::::]may have told her
co-workers, to include other Tax Law Specialists working under |
such as| T

No co-workers toldl |about being interviewed by the auditors. b6 -2, 3

As far asl |knows, the auditors did not interview b7C -2, 3
. : , , , b6 -2
Other than her interview, only other interaction with the b7C -2

auditors was when she participated in the main meetings that took place a
few months before the audit report was released. Present at these meetings

14-cv-1239-FBI-117
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Continuation of FD-302 of 1Dnterview of ,On 05/29/2013 , Page 3 of 3 igc_fz
were the two auditors, PAZ, and LOIS LERNER’s b6 -2 3
technical staff. The meetings involved the_treatment of a sample of b7C _é'3
applications that the auditors had pulled. did not have any
objections to these meetings. and did not have any concerns about speaking
during these meetings. participated in these meetings
voluntarily.

has read the publically available auditor’s report, but never b6 -2,3

saw a draft report or any other internal document related to the audit. b7c -2,3
has watched most of the testimony before Congress, to include
RUSSELL GEORGE and STEVE MILLER. ihas been feollowing the related
media reports.
At the conclusion of the interview, SA provided with zgc_fizz
signed copies of the Employee Notification Regarding Union Répresentation !

and Non-Custodial Advisement of Rights.

14-cv-1259-FBI-118
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FEDERAL BUREAU OF INVESTIGATION

Date of entry 03/25/2014

FEDERAL TAXPAYER INFORMATION b6 -2,3,4
Do not disseminate or use except as authorized by 26 U.S.C. 6103. b7C -2,3,4
ate of birth (DOB) Social Securitv account
m]mb@rl residence address

was interviewed at the FBI Covington Resident Agency
located at 2220 Grandview Drive, Suite 280, Ft. Mitchell KY 41017.
attorney,l was present for the interview Also presen

for_the interview were U.S. Department of Justice Attorneys igcper CRM

and and Treasury Inspegtor General for Tax
Administration (TIGTA) Special Agent (SA) Multiple documents
shown to by the interview team during his interview are identified
below by their corresponding bates numbers or other identifying
information. After being advised of the identity of the interviewing
Agents and the nature of the interview, provided the following
information:

bée -2
earned a Bachelor of Arts degree in Accounting from the bpICc -2

r__ Between 1996 and 2002, he worked mostly as an
accountant for private firms. joined the IRS on He
began working in Exempt Organizations Determinations (EOD) in Cincinnati as
a Revenue Agent. worked in Group 7827, where he specialized in credit
counseling, foreclosure mediation, downpayment assistance and low income
housing cases. He does not know why these types of cases became specialty
cases. The cases were not difficult, but were subject to Quality Assurance
review and EO Technical (EOT) review. It was difficult to move cases
because a lot of opinions were required. The cases took time due to
disagreements.

b6 -2
b7C -2

In Group 7827 started as a grade 9 working on grade 9 and 11
credit counseling cases. In 2006, credit counseling became a big issue
because of the Pension Act. The majority of his time in that group was
spent working credit counseling cases. Taxpayers called all the time to
check on the status of their credit counseling applications. After he sent
out his development letters, taxpayers would call him to request extensions
and ask for clarification of the guestions in his letters. When he
received a full response from the taxpayer, he went through his Manager to

Investigation on 08/06/2013 4 Ft. Mitchell, Kentucky, United States (In Person)

File# 282B-WF-2896615 Datc drafied  08/09/2013

b6é -1
by b7C -1

This document contains neither recommendations nor conclusions of the FBL. It is the property of the FBI and is loaned to your agency; it and its contents are not
to be distributed outside your agency.

14-cv-1259-FBI-119
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b6 -2
Continuation of FD-302 of Interview of ,On 08/06/2013 , Page 2 of 10 b7C -2

move the case forward. Taxpayers would call him to see why it was taking

so long to get a decision on their applications. 1Initially, he would tell

them his Manager was considering the application. If the application went

to Quality Assurance, he would tell them it was there, The Quality

Assurance review could take two to three months. explained this to b6 -2,3
the taxpayers to make them feel better. At the end of the credit b7C -2,3
counseling era, they were directed not to provide details on the status of
applications to the taxpayers. They were told to just tell them the
~application was under review. This direction was for responses to

taxpayers in all cases, not just in credit counseling cases. does not

remember who provided this direction. Quality Assurance kept sending

credit counseling cases back for little things and became frustrated

with the process. He became a GS-13 Revenue Agent in either September 2009

or September 2010. At the time of his promotion to a G“—T?I kas still

assigned to Group 7827 with as- his Manager. sat in the

same cubicle for 10 years until he moved to Group

learned through a rumor that the groups would be reorganizing. bé -2,3

The groups are often reorganized. He received the regrouping list in an b7C -2,3
email froml | He was delighted to learn he was going to Group

He went to Groupl hn late spring or early summer 2011. He had
been in _his prior group too long and wanted to move to another
place. | |was the Manager of Groupl |and| |wanted to work
for him. | |had previously worked forL |vhen| has serving
as an acting Manager. believed that provided discretion to
his Agents and respected their judgment. A lot of their decisions are
judgment calls.

b6 -2,3
b7C -2,3

is currently an EOD Manager in Group He has been a Manager
since March 2013. As a Manager, he believes in giving discretion to his
Agents.

b6 -2,3
b7C -2,3

The cases handled by Group are difficult and lengthy. was
trained on auto revocation cases. In the auto revocation cases, Congress
passed a law to revoke the exempt status of many organizations and the
groups needed to reapply for the status. The procedures, rules fﬁf aws in

ses are nightmares and[::::]does not like these cases. told

| in September 2011 that he was not happy working auto revocation
cases and was looking for other opportunities. learned in November
2011 in an email from that he would be working advocacy cases.

[::::]had previously heard apbout advocacy cases when he received the "Be on
the Lookout", or “BOLO” list. | |had not previously expressed a specific
interest in working advocacy cases tol I When he found out he was
working advocacy cases, he emailed khat it would be a good
opportunity for him to be a team leader. | |had mixed feelings because

14-cv-1259-FBI-120
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Continuation of FD-302 of Interview of ,On 08/06/2013 , Page 3 of 10 zgc fz
he knew there would be a lot of controversy with the political advocacy
cases. had prior experience working a political application on the b6 -2, 3
Ibut was not previously aware of this ;;C_Iz’ 3
experience until later told him.

Sometime in 2010 or 2011,[ | had worked the | b6 -2, 3
applicant case involving the multi-party system. The organization had b7c -2,3
applied for (c) (3) status, but was advocating for the multi-party system in
the United States. [::::] believed the organization was out of (c¢) (3) range,
so he recommended the applicant request (c) (4) status. The applicant
refused to become a (c) (4) exempt organization.[:::::::] EOT, and Quality
Assurance all agreed with [::::::]recommendation.

. b6 -2,3
had wanted to get rid of the case. He heard thatl |was b7C -2,3

the coordinator for political cases. She told [::::]she could not take the
case. He believes[::::::::] answer was that her cases were limited to Tea
Party cases and she could not take multi-party cases[::::::]knew the Tea
Party was involved in advocating for the payment of less taxes.
thoughq[:::::::]should have taken the multi-party case at the time. He did
not really know the emerging issues category and thought his case might be
included in the category because it involved the political system.

wrote the denial for the case, but does not know whether it ever went
through. He spent about 40 hours on the case and sent out two to three
development letters. The applicant never complained about[::::::]questions
in the letters and answered them all. [::::]wrote these letters himself and
did not consult with EOT. The application went to Quality Assurance who
raised a completely different aspect. [::::]had to re-develop the case and
sent it back up to Quality Assurance. Afterward, he moved to Group
The case came back after he moved. The political cases handled by Group
expanded to cover more than Tea Party cases. The BOLO was enlarged to

include all advocacy cases. wanted to include the case as a
political advocacy group. became the team leader for advocacy cases
and had more discretion. He copied on the case.

[:::::]heard around the office that there were back and forth discussions b6 -2,3
with DC on the Tea Party cases prior to the time he was made team leader b7Cc -2,3
for the advocacy issue. He did not have a discussion with
regarding the discussions with DC. He did not receive much of a brief on
what to do when he became a team leader. was a quiet guy and
briefly explained the role in five to 10 minutes. He does not remember
description of the political advocacy cases.

| |subsequently had a meeting about the advocacy cases with
| argued in favor of categorizing the cases
as Grade 12 cases and educating the taxpayers about the requirements for

b6 -2,3
b7C -2,3

14-cv-1239-FBI-121
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Continuation of FD-302 of 1nterview of On 08/06/2013

b6 -2
,Page 4 of 10 b7C -2

applying. He wanted the taxpayers to have the opportunity to move the case
to a different area or change the activities on their applications that
would disqualify them. He wanted the cases to be decreased from a grade 13
to a grade 12 level for review, because grade 13 cases are subject to
Quality Assurance review. Cases can be moved much faster if they do not
need to go through Quality Assurance. Taxpayers would be much happier.
| brought out a case grade category list from bé -2,3
the Internal Revenue Manual (IRM) that states which type of case is b7C -2,3
categorized under which grade and said the cases should be at the grade 13
level. |proposal to educate the taxpayer was not approved either.
| Hecided the cases needed to be developed first and then a decision
would be made. and agreed. This meeting was the second

time [:::]met with in person. It was rare for him to meet with her
in person.

b6 -2,3

[::::]foresaw that the procedure was going to be difficult for the b7C -2 .3

advocacy cases since they had to go through EOT and Quality Assurance. No
timetables or benchmarks were established at the meeting. Whe had
asked him to take charge of the advocacy cases, Jattached an
Advocacy Guidance document and an Excel file which was later called a
Tracking Sheet. On the right side of the sheet was a comment that review
was to be done by EOT.

was shown a l2-page spreadsheet titled “Tracking Sheet 7/18/2013 - b6 -2,3
Advocacy Cases".l deised this was the type of information he was b7C -2,3
supplied by The spreadsheet has evolved throughout the

process. When took over the advocacy cases,l Iwas doing the

tracking sheet. maintained the spreadsheet for two to three months
afted[::::]became the team leader. After that time,l ook over the

list. The “Notes” column on the sheet was done by EOT. They did not

update the notes after he took over. was provided two EOT points of

contact, introduced himself to them via
email.

EOT did not provide him with a template development letter. The plan
was for him to develop his own letter and then EOT would provide guidance
and input. [ Jreceived copies of development letters from
gave him an approval proposal write-up from
also gave copy of a write-up on denials and approvals and a

copy of questionnaires that she sent out for development.
| | provided him a copy of the questions she sent out. He understood :gc_f533
from that they were already reviewed by EOT. ’

[::::]met with[:::::::]on these cases as issues arose. They did not

have regular meetings. He often met with to keep him informed and
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obtain his approvals. During one meeting, made his own template

questions for developing cases. He received[::::::::]input and b7¢ -2.3
correcticns. Since this was a high profile category of cases with

sensitive questions,[::::]wanted[%::f:::]to review the template before it

went out. stated that he does not have good grammar, so he took

language verbatim from the guidance sheet.

expanded the questions in a few areas regarding revenue and
expenses to obtain more details. Examples of questions he expanded
included queries on donations, fundraising, and donor names and lists.
believed this was necessary to speed up case processing. He knew this
was a sensitive area, so he discussed the guestions with| | They did
not come to a good conclusion and askedl |for help.[:::::::]sat
nearby and worked counterterrorism, once known as Touch and Go (TAG). The
group consensus was that they could ask the questions, especially for
{c) (3) cjﬁffj:ﬂ:::::::]adVised the questions could be sensitive and cause
trouble. said the questions would benefit their decisions on the b6 -2,3
applications. For example, information on a donor makes the process go b7C -2,3
more quickly. If all the money received by an organization is from a
political candidate, it shows the group has a political purpose. This
information could lead to an immediate denial. It would also be helpful to
learn whether there were a lot of donor names. This could show there is
not a private_benefit to an individual and they may be able to approve the
application. agreed with[::::]and concluded it was okay to include
the questions. believes he included a donor question in the

multi-party case but he is not certain.

Approximately one week after‘[::::::]meeting with |anc. b6 -2,3

b7C -2,3

a group of Revenue Agents joined the advocacy gase eam.l [had
received an order from |to put together a team. ut together a
list of grade 11 and 12 agents and sent the list tol kaid
the list looked okay, but later sent back the list tol |with all grade
13 agents.

) ) b6 -2,3
told tc have a team meeting as soon as possible. The b7C -2,3

meeting was_ sometime in December withl |and all the team members
present. ias there as an advisor from Qualityv Assurance. [::::]was
also there. opened the meeting and provided a
history. provided most of the history. They discussed how they
would move the cases.[::::]discussed reasons why the team was formed, to
include providing consistency in development. [::::]requested the team
members' schedules so he could start assigning cases to them in early
January. He drafted meeting minutes in an e-mail.

wanted to start developing cases at that time. After the first :Sc_fz
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meeting,[::::]puovided materials to the team on how to work cases. He sent igc_fé33
them a guidance sheet and other materials. He put together another file !
including questions used by him,l | His
questions were from the same template he had discussed with| |and

included the donor question. [::::]sent that file to team members with

instructions to use them as a reference. EOT had not reviewed the file of
questions prior to the time he provided them to the team. It was not
mandatory for the team to use the questions. They were just a reference.

He believed the team was composed of grade 13 agents and they should know
what questions to use. [::::]did not receive any feedback from the team on
questions.

|provided instructions to his team on developing cases. He did not bé -2,3
incTude much guidance, but listed special points. For example, he told b7Cc -2,3
them to be careful when sending out questions because they were sensitive.

Initially, he emailed everyone and said he would review their draft
letters before they went out until he and[::::::]were comfortable with
them. About a month or so later, he would not have to review them anymore.

verbally advised[:::::::]of his plan to start working cases and bé '2533
send out questicns before receiving EOT approval. In early February, they b7c -2,
received a few responses to the letters. He emailed the team members to

tell them that he wanted to review the responses with them and discuss the
next steps. EOT did not request to be involved at this stage.

[::::]began receiving calls expressing concerns about why they were :2 '; 3
asking certain questions. For example, an attorpev from the b7C _é 3
and some taxpayers called with questions. tried to calm them ’

down and told them they did not have to answer all of the questions. He
said the questions were just being used for reference to make a
determination. The applicants provided the information they wanted to and
the team may or may not have to send out another letter to them for
additional information.

When complaints started to come in about the development letters,
nobody complained to him from Cincinnati or DC that he should not have been
sending out development letters.

If these cases had been designated as grade 12 cases,[:::::kould have b6 -2
approved many of the applications without sending out letters. Since the b7C -2
cases were designated as grade 13 cases, he had to send them to Quality
Assurance where they were subjected to a lot of scrutiny. That is why a
lot of questions were asked in the letters.

b6 -2
b7C -2

would go through the requested items received from the taxpayers
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in response to the questions_and reviewed them all, to include viewing

videos of speeches. For the application, he b3 -1
requested the content of their speeches. They said they were providing

equal opportunity for all sides to present speeches. He analyzed the

content of their speeches and counted the number of events they held. If

the event had been held for a certain party only and not all, that fact

would be

a critical factor in the determination process. He was looking

for balance. 1If there was a diversity of viewpoints, the organization
would be more likely to have an educational purpose.

In January or February of 2012, there was a meeting withl

an

b6 -2, 3
b7C -2, 3

to discuss the emerging issues BOLO. |was in the

meeting too. This was while he was still the team leader. They discussed
the emerging issue category. was seeking to revise the political

advocacy

category. The meeting lasted 30 minutes or so. did not

say why the category should change, armiE::::hoes not remember exactly what
was discussed. He recalled changes were discussed, to include the need to
change the description. thought they were going to make the
description broader. The term “socio economic” was discussed. He does not
know whether a decision was made at the meeting or not. He was not

involved
the term

in the process afterward, but later he received the BOLO list and
"socio economic" was in it.

. . b6 -2,3
saw in the newspaper and on television that concerns about the

b7C -2,3

letters had become a hot button issue. A big law group he thinks may have
been called "ACJU" sent a letter about the issue. He cannot remember the
group's exact name, but thinks they were an ACLU-type group. Many of the
applicants went to that law group. He received an email from.[:::::::}o
stop working cases and sending letters, then another to resume, then
another within weeks to stop again. From that stopping point, he was just
a messenger for requests from to gather documents and

" letters.

The development side was completely stopped. He was coordinating

responses to requests. did not go back to taxpayers and tell them not
to answer any questions. He did not provide any more guidance to the team
members either.

b6 -2,3

was shown an email he sent tol __Jon 03/02/2012 b7C -2,3

(GOV-EMAILS-000208 - GOV-EMAILS-000209). 1In the e-mail stated that
his group had their first favorable determination proposal for a BOLO

advocacy

case and he asked| |for their input and guidance

on the write-up for approval. | |did not think he received any feedback
from them. He was not in regular communication with them. His plan was
that once they received a response, they would make an approval or denial
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determination and consult with EOT. This wag the first example of a

b3 -1
b6 -2,3
b7C -2,3

favorable proposal for a BOLO advocacy case. never worked regularly
with Quality Assurance and EOT because things were shut down.

was shown an email chain dated 03/06/2012 describing the

| |demands for an explanation from the IRS for the requests
for information made to them (GOV-EMAILS-000210 - GOV-EMAILS-000226).

one of the agents on advocacy team, had sent the email

to |did not recall this particular email. He had many similar

questions elevated to him.

b6 -2,3

[::::::] asked for template questions in an email communication B7C -2.3

dated 03/23/2012 (GOV-EMAILS-000276). The attachment to the email
(GOV-EMAILS-000277 - GOV-EMAILS-000289) contains questions used by and
also byl had distributed thes
questions to all of his team members. questions are number one on
the list through number 15. This list of questions is the version reached
after discussions with and corrections from This list was
approved byl |to go out.l |did recommend that he take some
questions off the list. | | asked | la few specific questions he
wanted to bring td |attention, for example the donor question.
[:::::::]xﬂanted the political affiliation question taken out. | |fixed
a few grammatical mistakes. meeting withl |on this issue
lasted an hour or less. weighed in on the donor question and was
initially developed his list for one of
his advocacy cases. He used it as a reference and only used questions
relevant to the group’s application for the development letters. Numbers
one through 15 below the line (GOV-EMAILS - 000283 - GOV-EMAILS 000284),
followed by numbers one through eight (GOV-EMAILS - 000284 - GOV-EMAILS
000287 at the top of the page above the line) were used in actual cases.
They were not from a broad template. '

fine with everything else.

At the beginning,[:::::}pent 1/3 or 1/4 of his time on advocacy cases.
Later, he devoted more time to them. He assigned himself over 20 advocacy
cases to work. There were 172 advocacy cases when he picked up the team.
At the end of his year in April/May 2012, there were over 200 cases. No
determinations were made on the cases during his tenure as team leader. b6 -2,3
One case was withdrawn. b7Cc -2,3

| |was called to a meeting withl |the team members,
| |and other people from DC. | |led the meeting and asked
everyone their roles. His role at this point was maintaining the tracking
sheet of the cases. | lieft the group. became the Acting
Manager of Group 7822. (phonetic) received his cases. A week
later, toldl that he was officially off the advocacy
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team. told him this happens a lot. did not ask any follow up b7C -2,3
questions. Af er‘[:::]met with| |told him he would no
longer be working advocacy cases still had responsibility to maintain
the tracking sheet. [::::]told that did not make sense, and
agreed. His tracking sheet responsibilities were reassigned within two
days of the discussion.
did not think he did anything wrong. He still thinks he followed b6 -2
his best option at the time to move the cases and give the best service to b7C -2

the taxpayers. In hindsight, he would not use the donor question again.
It is regrettable that he was part of this issue.

Now,[::::]wishes he had not sent out all those fuestions. At the time, b6 -2,3

it was necessary to make things move more quickly. thought it would b7C -2,3
make EOT and Quality Assurance searches go faster because there would be

more information in the file. His purpose was not to burden taxpayers. He
is totally against creating more procedures for taxpayers. When[::::]came
to the IRS, interviewed him.[::::::] sales pitch was that he had

accumulated experience at a private company and wanted to bring that
efficiency to the IRS. That is his philosophy and work ethic.

HOLLY PAZ was present dyring his TTGTA interview. He had previously
met her at the meeting with PAZ did not meet with him to b6 -2,3
prepare him for the TIGTA interview, nor did anybody else. PAZ did not ask p7C -2.3
any questions during the interview. Eitherl Isent him an '
email with the time of his TIGTA meeting.l reported to the interview
room at that time and PAZ and the TIGTA officers were present. During the
interview, PAZ departed the room and closed the door. TIGTA asked one
question after she left about whether he was influenced or directed by the
IRS. His impression was that if she was in the room for that question it
might seem like there was pressure on him because she is his boss’s boss.
He was not surprised that she was there. That was his first and only
interview with the TIGTA auditors. The whole interview was one question
and lasted 30 seconds to one minute. The one question was whether he acted
because of an outside influence. He thought the process was pretty easy
and quick.

The audit report came out in May and LOIS LERNER made her public
statement about the advocacy cases. He was surprised when she dropped the
bomb and that she said what she did to the media. He read that she said it
was some low ranking employees who did it. 1If he is the boss, he says he
is responsible rather than blaming his team members. Blaming subordinates
is very low.

Two to three weeks earlier, there was a manager’s meeting and LERNER

called in to explain a little about the TIGTA audit. b6 -3
b7c -3
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and a few others were in the meeting. LERNER said they agreed with p7C -2
some of the TIGTA findings and not others and they were doing
write-ups. She mentioned that some things needed to be fixed.
In approximately March or May, they received an email to hold onto
relevant documents. He complied. He is not aware of anyone destroying or
altering documents or getting rid of emails. Nobody cocached him or told
him what to say or testify. Nobody told him to lie. and his b6 -3
colleagues told him to tell the truth. bjc -3

[:::]is not aware of anyone targeting the Tea Party in a negative way b6 -2

or denying or delaying applications because of the Tea Party’s views. He b7c -2
is not aware of bad views in the office about the Tea Party. He is not
interested in the political beliefs of people in the office. He is not

aware of their beliefs and it is none of his business. works in the

office three to four days a week since he is a manager.

CPE training is held yearly for two to three days. He does not think
applicants' political views were a topic of training. Political views are
not relevant to the determination on applications.
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l [ home addressl telephone
| |was interviewed at her attorney’s office located at 1030

15th Street NW., Suite HR0 West, Washington, DC 20005. [:::::::]attorneys
were present for the interview. Also

present were Department of Justice attorneys |and

and Treasury Inspector General for Tax Administration (TIGTA)
Special Agen | was shown several documents during the
interview. Copies of those documents are included in the 1A section of b6 per CRM
the file. After being advised of the identities of the interviewing p7C
parties and the purpose of the interview, provided the following
information:

began working at the Internal Revenne Service (IRS) 2$C_fé33
She graduated from and worked atl | ’
H | practicing Exempt Organizations (EO) law. She
practiced EO tax law for approximately four years. Her next position was
at the| |for almost five years where she worked
501(c) (4) and (c) (3) issues. | was selected for a position as a

Technical Advisor in the IRS’ Technical Advisor program in January 2011.
She served as Senior Technical Advisor to the Director of EO, LOIS LERNER.

friendl Ihad mentioned the job opening at the IRS
to her kas her mentor at the law firm before[:::f::::::]went

to the IRS as Division Counsel. [::::] met LERNER for the first time at her
interview for the position. LERNER and ROB CHOI interviewed her. She
worked at the IRS through the beginning of August 2013 when she returned to
thel hs Counsel on international programs.

As a Technical Advisor at the IRS,[:::::]worked on what the Director b6 -2,3
wanted to focus on, to include auto revocation, the strategic planning b7c -2,3
working group process, and the colleges and universities compliance
project. She checked in with LERNER when she needed to brief her or needed
direction.
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At the beginning of 2012, they moved offices to 999 N. Capitol St. 1In
the old building, she was located far from LERNER’s office. Her office at
the new building was close to LERNER and she had more contact with LERNER
because of the proximity.

For the colleges and universities project, they assembled people from
Rulings and Agreements (R&A) and the Research Division and collaborated
wifh their managers. They worked with Examinations on the project too.

had no contact with people in Cincinnati on the project. For the zg '2533
c -2,

auto revocation project, she was in contact with Cincinnati. She did not
travel there to work. They had weekly two_hour calls andl |and
others from Cincinnati were on the calls. went throughl |when
she had questions.

attended a meeting in the summer of 2011. She was not invited, b6 -2,3
but sne was talking to LERNER about something else in the office when b7C -2,3
LERNER mentioned that it would be interesting for her to attend the meeting
to learn about the IRS. There was a brief about the advocacy cases during
the meeting. She does not remember who presented the brief. Only people
from Washington, D.C. (DC) were in the room, to include HOLLY PAZ,

I hnd others. The brief was about the number of growing
cases in Cincinnati involving organizations that were applying for
exemption and engaged in political activity. The discussion was about the
growing backlog of cases and how it was unusual to have organizations like
this applying for exemption under 501 (c¢) (3) and (c) (4). The amount of
non-exempt activity allowed to be conducted by the organizations was
unclear, there was not much clarity in the law, and a large number of cases
were coming in. If a group applies for exemption and the IRS blesses the
application, then the group is "good to go." If a group starts an
organization and files a form 990, their exempt status could be revoked if
an IRS audit occurred. At the meeting, it was disclosed that one of the
ways Cincinnati was looking for cases was using the "“Tea Party” term. They
were calling the body of cases involving political activity “Tea Party”
cases. The concern was that the IRS had put a label on the cases that
would be problematic. Nobody was working the cases. They were setting
them aside and waiting for guidance on how to work them. From the
conversation, she believed people in Cincinnati were using “Tea Party” as
shorthand in a convenient way. LERNER reacted really strongly to the “Tea
Party” label. LERNER was adamant that it was not acceptable to use the
term and the perception would be terrible. LERNER did not express anger,
but was adamant that the term must be changed. There was a sense of
urgency at the meeting about changing the name. [:::::]did not think she
would have recognized the term “BOLO” if it was discussed during the
meeting. A memo was written which laid out the events of the meeting.
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[:::::::hoes not remember hearing about the Tea Party issue prior to the b6 -2,3
meeting. She car pooled with PAZ and chatted in the office about work, but b7Cc -2,3
the term Tea Party did not stand out as something they discussed.

went to Cincinnati in September 2011 because LERNER wanted her to
learn about the IRS. PAZ was going out to Cincinnati to do a town hall and
went along. showed them around. [:::::::}aid the backlog of
advocacy cases was growling because the description of the cases in the
group was so broad. The description crafted for these cases was very broad
to include policy, lobbying, and government. Many cases got pulled into
the group that were not advocacy cases. had a case there that a
lawyer had calle{::::::]about. It was a 501(c) (3) "think tank" case with a
complete application. PAZ told she could approve it. did not
share this information with anyone in DC.

b3 -1
| b6 -2,3
b7C -2,3

In November 2011, received a call from attorneyl |from

Caplin & Drysdale who said he filed an application fdrl
'think tank," talked to an agent in Cincinnati, and was
referred to DC. She had a sense that the case was backlogged and the
attorney was trying to track it down. It was not unusual for her to
receive calls like this because she knew attorneys. She e-mailed
about the case and carbon copied on the e-mail. [ Faid the
case was in the group of backlogged cases she had been complaining about.
case stayed in the pile. [:::f:]would

not ask for 1t to be handled specially. ‘She thinks it is approved now, but
it was pending for a long time. In her role working for LERNER was
her eyes and ears and a trouble shooter. She asked questions. That is why
she followed up with the application question. She let LERNER know she was
asking around about the application and LERNER said to let her know what
was happening.

b6 -2,3
b7C -2,3

talked to who was the Acting Director of Ré&A. said
that someone had written and circulated guidance for working the cases.

She saw what[::::]had. Only one person had commented on the guidance and
there were typographical errors. It was not a good product for the people
in EO Determinations (EOD) to use to make quick determinations. ' The

product was too long. She sat down with[:::::::]‘the other Technical
Advisor to LERNER. E:::::::]agreed it could be more useful. and
[:::] were going to work on improving it.[:::::]sent the long guidance
document to Cincinnati and said not to use it as a template. After the
guidance went to Cincinnati, they started working cases. eviewed a

version of the guidance (GOV-EMAILS-000127 - GOV-EMAILS-~000138) and stated
it was very similar to the long version she had previously seen.

There were Congressional inquiries to the IRS and newspaper articles
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asking "crazy questions."” became aware of this through the news and
office discussions. She became involved when the issue hit the press. b6 -2, 3

LERNER was often in contact with STEVE MILLER’s office about the issue., b7C -2, 3
She does not know MILLER was involved prior to this time. Since
January, andl were reviewing and sorting development letters
from Cincinnati. was also asked to start looking at some case files
to see whether they could be approved. stopped working on the
letters and and others worked on them. and another tax law
specialist looked at case files. Some files were in electronic format and
some were on paper. They pulled electronic files that they could review in
approximately a week. The cases were tough.

MILLER, as Tax Exempt & Government Entities (TEGE) Commissioner, asked

NAN MARKS, Senior Technical Advisor, to put together a team of people who b6 -2,3
had not been involved in the cases to go to Cincinnati to see what was b7Cc -2,3
going on. At the same time, TIGTA was going to start its investigation of

this issue. During the Cincinnati review, they were aware TIGTA was coming

out the following week. was asked to go to Cincinnati with MARKS,

JOE URBAN and PAZ. PAZ went because they thought people would

feel less threatened if she was there. They went for three to four days

and walked through the whole processing procedure. They were in a room

together looking at a lot of cases to draw conclusions and detect patterns.

The cases were hard. Also, the law was not clear. There were two _

questions on a 501 (c) (4) application about whether an applicant engages in
political activities and whether a group has relationships with other

organizations. An applicant can answer “no” to both questions, but there
was conflicting information in the narrative for some organizations who

said no. An application on its face does not have sufficient information

to make a decision. There are two kinds of organizations - those with
lawyers who knew how to do the applications and those from grassroots
organizations. The applications from grassroots organizations were

sometimes handwritten and the groups tended to start their applications

around election time. They wanted to further develop those applications
for facts.

Their conclusion from the trip to Cincinnati was that there was no
smoking gun and no sign of political bias. The press and Congress were
questioning whether the IRS was singling out certain organizations for
different treatment. They did not see that in the files they reviewed.

They looked at a huge number of cases. Based on the names of the cases
there were more she would label "conservative" than "liberal" or
"progressive,” but many more conservative organizations applied than
liberal groups. All of the cases were difficult, to include those from
lawyers and unsophisticated applicants. The applications were mostly
501(c) (4), and approximately one-third were 501 (c¢) (3). Often, the
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501 (c) (3) applicants did not understand the application. They could not
tell what the applicants were actually doing when looking at the
applicatibns. For example, when they listed rallies, meetings, and
distributing literature, they had to ask more questions.

All of the cases went to one group of experienced agents for screening
in Cincinnati. They made the call on whether a case went into the advocacy
bucket. The advocacy group had not been given orders to get working on the
cases because they had not been given guidance to work them. That is her
understanding of how the process worked with these cases.

During the review in Cincinnati, they interviewed people involved in
the screening process and people who sent out the letters from 2010 through
their arrival for the review in 2012. Many people were following different
processes.

b6 -2,3
b7C -2,3

does not remember her reaction when she first saw the development
letters. The letters had a lot of the same questions which were not
tailored to the taxpayers. Sometimes she would see an unusual question,
but thought she would understand the question when she looked at the case
file. 1In the office, there were concerns that there were problems with the
development letters. It seemed to her that Cincinnati got guidance with
instructions not to use it as a template, but a lot of those questions were
in the letters. sent a template and his own questions to
those in his group. He said it was not a template list of questions, but
people used them and the letters grew longer.

b6 -2,3
b7C -2,3

In Cincinnati, they also talked to
[::::::] They had signed some of the letters that went out in the spring.
They had been receiving threatening calls to their homes, their names were
published in the press, and they were scared. They also talked to[:::::]
| They talked to all of them about what they
were doing with the cases. |had the cases when they were not being
worked and was receiving angry calls from taxpayers. produced
written notes from these meetings to the IRS.

She enjoyed taking the trip to Cincinnati and learning about the
process. People in Cincinnati said they were not getting enough guidance
to work cases. [::::::]said the guidance document provided to them was not bé -2,3
workable.[::::::]was asked to go back to Cincinnati to lead a team to work b7c -2,3
the cases. They conducted a training session there with no documents
because there was no agreement on what could be written down or on the
procedures to follow for guidance. Counsel would not let R&A write
something more useful because the law was not clear. Counsel did not want
black and white guidance because it would be making law. She was looking
at conflicting internal paperwork to use at the Cincinnati training. The
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lawyers would only approve the lengthy guidance and did not approve the EO
guidance. Back in Cincinnati, people discussed issues and cases with the
idea of achieving consistency in their approach. People were nervous and
worried about missing something. They wanted people to feel calm and not
paralyzed so they could move the cases. People in Cincinnati felt
ownership over the cases. She was not aware that anyone gave them
direction on working the cases.

The two~day training in Cincinnati involved the bucketing process.

reated it with contributions from others. She, PAZ, and MARKS b6 -2,3
agreed they needed bucketing. PAZ and MARKS went initially for the b7¢c -2,3
bucketing and then left. Teams of three people with a mixture of
Cincinnati and DC people worked on the bucketing. On the first day|
reviewed and bucketed cases. After that, her role was to look at reviews
from two people to see if they matched. If they did not match, they would
work to reconcile the reviews. She kept the flow going and reported the
numbers back to people in DC.

The bucketing was necessary to clear the backlog and get cases moving.

The process was great. People who were involved liked the collaboration
between Cincinnati and DC. It was a good working situation and they got
through all of the cases in the backlog. Approximately one quarter of the
cases were approved, one quarter were denied, and the rest of the cases
fell in the middle. In June, approval letters went out to the first
organizations. She reported the numbers back to PAZ, PAZ reported them to
LERNER, and LERNER went to a weekly meeting with MILLER.

For Bucket 1 cases, notifications went out for approvals. Every case
file had a bucketing worksheet which was a follow up plan and roadmap for
the case. DC received development letters from tax law specialists for
review, Bucket 4 cases were reviewed by people in DC.

If the determination on a case is made in Cincinnati, the applicant has
appeal rights. 1If the determination is made by EO Technical (EOT) in DC,
the applicant has no appeal rights and they have to go to court. DC
provides technical advice and the letter goes out from Cincinnati. The b6 -3

people in Cincinnati were supposed to let her know if they had a problem b7C -3
getting information back from DC on the Bucket 4 cases. Sometimes the
reviewers, | would ask her to look at
questions.

An e-mail between and PAZ on 05/17/2012 was a live update from tgc_fz
Cincinnati (1647-16487T-—Tmne objective was to rate the cases consistently.

They wanted to group people with mixed perspectives and mix up DC and
Cincinnati people. After they did the math, they could see who was grading
high and low. The decision was made to not rearrange the group because the
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groups were gelling well and other participants were going to be rotated
in. She seldom had to participate in a reconciliation discussion because
groups came to decisions.

The DC group returned from Cincinnati and the Bucket 2, 3, and 4 cases
were going through the process. In June 2012, Congressman Camp from the
House Ways and Means Committee sent a request to the IRS for every

501 (c) (4)

application from 2010 and 2011. There were 4,000 applications

during that period. The request delayed the bucketing process because
people in Cincinnati were copying case files and DC was reviewing them for
completeness and responsiveness. Fndl kere overseeing the b6 -2,3

process.

They were present for part of the process and later they were b7C -2,3

available to respond to guestions. hnd others were working on

the project.

b6 -2,3
was not working with Counsel’s office on most things, but she b7C -2,3

worked with Counsel on the denials. One case was developed to the point
where it would be a denial. The denial had facts similar to a lot of other

cases.

wrote the first denial and it included a discussion of the

percentage of activities. The process was not workable as it took a lot of
internal reviews. worked on the denial letter. MARKS, PAZ and
LERNER reviewed it. Senior Technical Advisors to PAZ,

and

reviewed it. LERNER or PAZ would have sent the letter to

Counsel’s office. They were using 501(c) (3) and 527 guidance. The case was
given to Counsel. and someone else 1n Counsel were responsive
and provided helpful comments. Nobody disagreed with the outcome and many
thought it was an easy case. It was an evolving process.[:::::::hoes not
know when the denial letter went out. The process was to send the proposed
denial to the taxpayer and they had a period to respond. She thinks the
taxpayer officially has 45 days to respond and internally the IRS gives
them 60 days.

dated 05/05/2013 (1637) which stated that the first proposed denial of a

501 (c) (4)

reviewed a 05/05/2013 e-mail (1637) which she received from PAZ 22 _; 3

b7Cc -2,3

advocacy case, . would be issued the

following day. She is not sure why it took so long to issue it. In May
and afterward, people were working on other cases. The process takes
months because of other work and distractions. She thinks was the
agent in Cincinnati who had the case. Her understanding is that the'group
was not concerned about being denied because they had done their thing and
gone out of business. They did not object. By the time this happened, the
IRS had implemented its expedited process. This case met the criteria for
the process. She is not sure how it was handled, but she thinks the IRS
went back to the taxpayer and they had already gone out of business. This
denial was used as a template.
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The TIGTA audit in April/May 2012 was the week after her travel to

Cincinnati with URBAN and the others. She learned about the audit b6 -2,3
roughly the same time she was going to Cincinnati. Her understanding was b7C -2,3
that EO had asked for the audit at about the same time MILLER asked MARKS
to take a team out to Cincinnati. People told her that PAZ, MARKS, LERNER,
and MILLER had a meeting where they discussed that MILLER’s office was
going to ask TIGTA for the audit. The audit report said the audit was done
at the request of Congress. Apparently there was no documentation of an
audit request from MILLER’s group. In‘August 2012, TIGIA came to the IRS
office at 999 N. Capitol Street to conduct interviews. as
interviewed. PAZ was present during TIGTA's interviews in Cincinnati. PAZ
would leave at the end of each interview and TIGTA would ask if there was
anything else the interviewee wanted to say. Forl |irterview
PAZ could not be there and asked.[:::::]to fill in telephonically.
called in but did not ask any questions during the interview. She got off
the call at the end and the others stayed on the phone. She believes PAZ
sat in on the interviews because someone asked TIGTA whether PAZ
could. She does not know who made the decision for PAZ to participate.

PAZ may have sat in because EOQO requested the audit. did not have
previous audit experience. did not prepare anyone rfor the audit
interviews. Nobody prepped her for her interview. She did not note a
heightened sense of concern or alarm about the interviews.

LERNER liked the fact that TIGTA came in to look at things._ _There was
a lot of back and forth and it was a good learning experience. does
not recall looking at the TIGTA draft audit report, but she looked at the
timeline and discussed it with PAZ. She was involved in other discussions
about the report. People felt it was harsh and did not tell the whole
story. LERNER was upset, thought the report was politicized, and thought
the report did not present the whole view. LERNER met with the TTCETA
representative to discuss the report. Technical Advisor filled
in for LERNER at one meeting. read the meeting notes which stated
the report was one-sided and biased and they had not had that experience
with TIGTA before. She read the notes when she was copying them, possibly
for a paper production. did not provide any consultation to LERNER
on the TIGTA report. PAZ and LERNER were working closely on the report,
but it was not on[:::::::]plate. PAZ said people working on the report
told her they were considering conducting a criminal investigation at the
time, but did not. read the unredacted version of the TIGTA audit at
some point.

b6 -2,3
b7C -2,3

[::::::]had discussions with LERNER prior to her commentg_at the ABA b6 -2,3
meeting. The day before MILLER’s testimony on 05/05/2013, met with b7C -2,3
LERNER and MILLER to discuss the hearing. from Legislative
Affairs, NIKOLE FLAX and a woman with long, gray hair were also at the
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meeting. Someone raised the question of whether the TIGTA report might

come up. If the question did not come up at the hearing, they wanted

LERNER to plant a question at the ABA meeting. [:::::]saw a set of bulleted bé -2,3
notes that MILLER wrote for LERNER’s comments at the meeting. Someone told b7C -2,3

to put the notes away and not read them. She does not know who told

her that, but it was not LERNER. In the notes there was a line about

low-level employees in Cincinnati or something close to that and a line

that it was not a political vendetta. The issue was too complicated to

blame on Cincinnati employees. Cincinnati employees may have been
mentioned because if it is low-level employees in Cincinnati, then it is
not high-level employees in DC. was attached to the Cincinnati

employees after working with them. The part of the script that bothered

the most was about low-level employees in Cincinnati. That had been
LERNER’s line for a while. The first time she remembers hearing the

low~level characterization was in the early summer after had been in
Cincinnati for the review or bucketing. The comment was made at a meeting
with LERNER, MILLER and PAZ. PAZ was upset about it. was not present
at the meeting, but heard about it. PAZ had_the me alflinity about people
in Cincinnati asg| did. At some point expressed to LERNER that

she did not feel the same way about the Cincinnati characterization. [::::::]
was aware that PAZ had those conversations too. LERNER was going to write

a speech from the notes. went into LERNER's office with a gopv of

the notes. LERNER said she would give the notes to her assistant
for the burn box.

talked to because she found the situation with the notes to 230_6533
be unsettling and weird. is a confidante who is smart and ethical. !
does not remember having much of a discussion with LERNER about the

notes. She left the meeting at 1111 Constitution Avenue with MILLER and

went back to 999 N. Capitol Street for a meeting with LERNER., LERNER was

leaving on vacation on Saturday morning after the ABA meeting. At the

time, LERNER was planning to have someone else do the ABA meeting and to
have] cover the colleges and university panel. understood for a
month that LERNER was supposed to make the announcement and LERNER was
working with MILLER on the timing. heard MILLER had previously asked

LERNER to make the comment at a tax conference in April. [:::::]helped
LERNER write her speech for the conference. 1In the end, LERNER decided not
to make the comment during the April speech.

The question did not come up at MILLER's hearing and the Legislative
Affairs people were glad.

LERNER went to the Ways and Means Oversight Committee to talk about the
colleges and universities report on 05/06/2013 and went along.

b6 -2
b7C -2
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On Friday 05/10/2013, LERNER gave her answer to the planted question at
the ABA meeting. Someone, maybe[::::]or PAZ, said that LERNER had reached
out tol to ask the question. Later,[:::::]released a statement
that LERNER asked her to raise the question. After the first media hit,

[::::::]saw the notes on[::::::]desk. They had not been destroyed. She saw
a copy of the notes later. IRS Counsel had them in their document
production for Capitol Hill.

b6 -2

On the day of the ABA meeting, went home early and took a nap. b7C -2

She woke up and the news was blowing up on her iPad. LERNER made the
announcement and did a press conference with no preparation. Nobody on
LERNER's staff knew anything about fhe nress conference. LERNER went on
vacation the next day for a week. nad a weekend e-mail with PAZ
(1642-1643), but had no cbntact with LERNER. Incorrect news stories were
out. The numbers and reports were not true. Nobody in their office was
handling the issue in LERNER’s absence. MILLER’s office took over control
of the whole response.

b6 -2,3
b7C -2,3

Before LERNER was put on leave, talked to her about the press
conference. LERNER said she got a call on the way back to 999 N. Capitol
Street from someone at 1111 Constitution Avenue who told her she had to
come there to do a press conference. LERNER was in the room with FLAX and
about 30 reporters. [:::::]heard it was not great. [:::::]cannot remember
LERNER ever giving a press conference. Normally media affairs controls
these activities very tightly. She does not know whether LERNER’s
statement at ABA and the press conference represented her sincere beliefs
or not.

[:::::]did a mock interview on the Determinations process with a New b6 -2
York Times reporter. She did not end up doing the interview on the b7C -2
recommendation of media affairs.

LERNER was asked a question by Congress about political activity
investigations in connection to two Examinations projects on 456 compliance
and referrals during the last election cycle. LERNER answered that
question. The House came back and said LERNER lied in her answer, but that
question did not ask about these cases.

PAZ and LERNER had a good working rapport that could be volatile but
good. LERNER is a micro manager. got along well with LERNER and she b6 -2
pushed back sometimes., s still in touch with PAZ. She knew PAZ b7C -2
before she worked at the IRS. She has not been in touc i
a card she received congratulating her for going to th4

and saying sorry for everything that happened.

never witnessed any discrimination against a taxpayer based upon zs '22
C_
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his or her political beliefs. She has not witnessed anybody's political
partisanship impact the way they do their jobs or review applications. The
DC office is not a partisan office. She cannot rememher a conversation
where people were openly political in the office. has never
witnessed or heard of anyone destroying or hiding documents. Nobody
pressured her to say anything untruthful. She has had no pressure with
respect to what she should say.

b6 -3
b7C -3

was one of many people working to move cases forward. Right after
the cases hit the news, he said he felt it was inappropriate for him to
work these cases anymore. He felt so because he used to be a tax law
specialist in EO. He officially was a Special Advisor to LERNER, but the
actual position was not available for him there. He worked instead in a
temporary-type assignment. She took his cases back. Over time, many
people at the IRS have pulled away from the cases. She thought they "were
all in it together.” '

After this happened, people started getting lawyers and did not discuss
substantive issues regarding these cases. People are really cautious.

In an e-mail from her| lon 05/14/2013 (1638) in b6 -3
which they were discussing the people in their respective offices, he b7c -3
commented that his office was not partisan. His comment about not being
partisan was a joke, because there was news coverage that the IRS was
partisan. He works in the Library of Congress.

Sometime this summer, the application of the
organization came to her attention through a call from a male employee in
media affairs. He was a person they brought in from retirement to help.

She has e-mails with his name. Media affairs asked about the timing b»& -2,3
of the Determinations process. The story in the conservative blogosphere :;C_;z’s
is that applied for and received tax exemption
and was stealing money. The organization is in
name. She pulled the application and noticed the timing. It was very
unusual because the application was approved in lightning speed. It was
approved in less than two weeks or something like that. She had not heard
of the application until that moment. There were things in the application
that would not make you approve it without development such as foreign
activity and questions about how people were getting paid. Whoever saw the
application in screening approved it, but she does not remember the
person’s name. She might have shown the application to PAZ. [:::::]is
almost positive she contacted because the application was in
Cincinnati. Nobody knew anything about the application. She went to MARKS
and said it was weird in the context of everything going on. MARKS said to
refer the matter to TIGTA. contacted in TEGE. He
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contacted in TIGTA. She printed out the application that zg _33
C -_

was in TEDS. She told a TIGTA agent who came by what she knew and gave him
the application. The agent might have been
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Date of entry 06/17/2014

FEDERAL TAXPAYER INFORMATION
Do not disseminate or use except as authorized by 26 U.S.C. 6103.

I | date of birth (DOB) social Security b6 -2,4
account number (SSAN)| | residence address | b7Cc -2,4

| |cellular telephone | [was interviewed at
the offices of the Department of Justice (DOJ) located at 1400 New York
Avenue, Washington. D.C. 20530. Also present during the interview were DOJ

Attorneys and | and Treasurv Inspector 2$Cper CRM

General for Tax Administration (TIGTA) Special Agent (SA)
After being advised of the identities of the interviewin@‘ﬁ@?ﬁfﬁ‘?ﬁﬁ‘fﬁEJ

nature of the interview,[::::]provided the following information:

| | who grew up | | received his undergpaduate dearee from b6 -2,3
LI | He received his law degree from b7C -2,3
Iin 2007 and then received his Masters of Law in
Taxation froml then started at the Internal
Revenue Service (IRS)I in Exempt

Organizations (EQO) Technical and
EO Technical performs taxpayer specific work. He moved to EO Guldance 1in
December 2010 where his supervisor wag| | EO Guidance drafts
guidelines and procedures that are applicable to the entire population. 1In
September 2012 became a Technical Advisor in Tax Exempt Government
Entities (TEGE) and reported directly to acting TEGE Commissioner JOE
GRANT.

b6 -2,3
b7C -2,3

regularly worked on issues related to political campaign

intervention and lobbying. His first specific memory of working on the Tea
Party cases was in the spring of 2011 when he prepared a brjief for FO
Director LOIS LERNER. | | HOLLY PAZ and were
involved in preparing for the briefing. It is not unusual forl |to work
freely for people other than his direct supervisor as they are not very
hierarchical in his office. The subject of the brief was a growing number
of cases identified by EO Determinations that they could not work on their
own and needed help. A couple of cases had already been transferred to EO
Technical from EO Determinations. While preparing the brief, EO Technical
found out that EO Determinations was using specific names as criteria to

UNCLASSIFIED//;>4;

£
Investigationon 09/05/2013 , Washington, District Of Columbia, United States (In Person)

File# 282B-WF-2896615 Date drafied 09/10/2013

b6 -1
by b7c -1
This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; it and its contents are not

to be distributed outside your agency.
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select cases. knew the concern was that EO Determinations may be
focused on the name and not the activities. b6 -2 3
b7C -2,3
talked tg to get the status
of the cases in EO Technical for the brief. i |got the criteria used
from either | PAZ. [::::]circulated the memo for the briefing
in his office and to to verify the facts. PAZ then reviewed the
memo. .
The briefing was held in a conference room with LERNER. b6 -2,3
. b7C -2,3
[ [pnz, | | and maybe [:::]were in attendance.
is not sure if was on the telephone or not. The briefing did

not last longer than one hour. He walked everyone through the memo/issue
paper. He started with the criteria used to select the cases. The general
view in the room was that the criteria should not be used and it needed to
be changed. LERNER would have seen the briefing paper prior to the
meeting.

The screening criteria were a problem. The growing number of cases was
a possible problem. The organizations were not new, but the large volume

of them was. There was also the added media coverage of the Citizens

United decision and the Tea Party. While the Citizens United decision did

not change the tax law,[::::]noted that media reports stated it may have b6 -2
prompted more people to apply. The media made this a sensitive issue and b7c -2
so they needed to proceed carefully. is not aware of any specific

preparations put into place by the IRS after Citizens United. [::::]cannot
remember the IRS doing that for any law change either.

These cases were screened and were all sent to one group. The people
working the cases in Cincinnati were not lawyers. These cases were issue
intensive as they included support for candidates, political activity,
lobbying and campaign intervention. There were a lot of applications and a
lot of media attention. Cincinnati did not want to mess it up so they

asked for help. It was never an issue of Cincinnati not wanting to do the
work. '

The majority of cases the IRS gets are 501 (c) (3) cases, and of the
501 (c) (4) cases they get, most were not in advocacy. The increase in
applications they received were 501(c) (4)s involved in political advocacy.
EO Technical simply cannot take all of the cases. The cases were not
easy. Context is hugely important when looking at these cases. A small
fact can be the difference between supporting an issue versus supporting a
candidate. EO Determinations are not lawyers and are not trained as well
in asking focused questions to get into the body of the tax law. There was
concern that any action taken will be highly scrutinized.

UNCLASSIFIED//F
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[:::::]is pretty sure that the decision on what to call these cases was

b7C -1

not made in the meeting. The decision to not transfer all the cases to EO
Technical was made. PAZ would have been responsible for that decision.

In August 2011, a working group met to discuss the two cases in EO
Technical. The cases were sent to EO Counsel, which is not uncommon for
complex cases or different positions. EO Counsel thought they needed more
information since significant time had passed. The applications stated
that an organization was planning to do “X”, so EO Counsel thought they
should see what the organization actually did. The meeting

front line attornevsl

lan maybe

as well as

as attended b

b6 -3
b7C -3

TEGE Division Counsel is made of EO Counsel and Employee Plans (EP)
Counsel. They are divided into Line Attorneys, Branch Chiefs, Associate
Chief Counsel, and Chief Counsel. VICKY JUDSON is in TEGE Counsel and
JANINE COOK 1is in EO Counsel. The relationship between EO Counsel and EO
Technical depends on the issue, but they definitely disagree sometimes. EO
Technical wants a second set of eyes to review decisions to make sure they

got it right and are applying the law correctly.

defend.

[:::::]helped In the beginning to review these cases and see
where they were. They would categorize them as likely approval, likely

EO Counsel would end up
defending the decision in court. So even though EO Technical makes the
decision, it will not make a decision on something that EO Counsel will not

b6 -2,3
b7C -2,3

denial or needs more information. There were not a lot of likely

approvals. He reviewed 10 to 20 cases while

eviewed all of

them, which were 150 to 180 cases. He and

fere coming to the

same conclusions on the first several they looked at so she just finished

looking at the rest.

They gave a spreadsheet of their review to EO Determinations. EO

Determinations said they needed more assistance.

did not work with the people in Cincinnati during

There was a lot of back
and forth from August to November in 2011 between people in Washington.
The back and forth was about how Cincinnati did not think the spreadsheet
sent to them was helpful and how could it be made to be more helpful. b6 -2,3

this time.

He was asked b7C -2,3

by Cincinnati once to work a likely approval which he passed up his chain

of command. He did not know what happened to it.

Cincinnati was still working the cases. A guidest

simultaneously as well. worked on the guidesheet with

did not think

cet was being worked

and from EO Counsel. They were struggling on how
to give EO Determinations help without working the cases themselves. [::::::]
believes that looking back, after all the hours spent by EO Technical on

UNCLASSIFIED//FOjo
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everything, including letters, guidance, and Congressional requests, it
would have been easier to have just worked the cases. The conclusion that
they would never get to an agreement on a guidesheet they could send to
Cincinnati, along with Cincinnati's determination that the spreadsheet was
not helpful, helped drive the decision to go to Cincinnati in the spring of
2012 to bucket cases.

There was some discussion on creating a model development letter after

thef started getting complaints from media reports on development letters.

sent him_a _document with the template letters prepared by EO b6 -2,3
b7C -2,3

Determinations. gave his impression on the letters which was that he
did not think they were right. While the questions asked might be relevant
in some circumstances, they would absolutely not be relevant in every
situation. His understanding was that the specialists in Cincinnati were
sharing questions they used and applying them to their cases. [::::]stated
no official guidesheet or development letters were given to Cincinnati.

b3 -1
In May 2012, sent a bucketing guidesheet to assist b6 -2,3

him while he was in Cincinnati. There was a lot of work to do in b7¢c -2,3

Cincinnati, but it did not end up being as long or as painful as he

anticipated it would be. When he got back, he was responsible for

developing "bucket four" cases, which were potential denial cases. He

received these cases fro His work on these cases was slow because

he had a lot of high priority taskings. He had a lot of internal work with

internal deadlines that took priority. This included work regarding

international delegations and work related to the Affordable Care Act.

Also, his development questions on the cases he worked were sent to
[::::::::] EQO Counsel, and then to[:::::]before they were sent to EO

Determinations to send out. The taxpayer was then given ample time to

respond and once they received the response ad to review it. He then

either created additional questions, which had to go through the same

process all over again, or he wrote the denial which had to be sent for

review before it was sent to Cincinnati to send out. Hrafted parts of

one denial forl hnd used parts of that for

another denial. He is not sure if any denials have been issued, but he is

not sure that he would necessarily know if they did. The impression that

he probably got from as that approvals took longer than denials so

they would get approvals done first and then work the rest.

transitioned to a new position in September 2012.

[:::::]was interviewed by TIGTA in August 2012 for about 20 minutes. He b6 -2
was not given much notice ahead of time and did not prepare for the b7C -2
interview. There were two or three people from TIGTA in his interview
along with PAZ. PAZ did not say anything during the interview and he was
not surprised to see her there as that seemed standard to him. Nothing

UNCLASSIFIED//F
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about her being in the interview seemed odd to him nor did it affect what
he said.[:::::fkad nothing to do with the audit after this interview. He
read the audit report when it was released. He did not know LERNER was
making her remarks when she did and that was the first time he knew the
report was coming out. He did not see any glaring issues with the report.
He read LERNER’s comments and apology in the EO Tax Journal and he was
surprised because they had not said anything publicly before.

b6 -2
b7C -2

wanted to clarify the “rogue agents” comment made by either STEVE
MILLER or LERNER. The screening piece of the cases was done without
guidance from Washington. The cases were then worked with Washington’s
knowledge and help. The handling of these cases would either get scrutiny
for taking too long or would get scrutiny for approving or denying cases
without much examination. The process and approach for these cases was the
same as used in credit counseling cases. The problem where this broke down
was when no template case could be used for these cases.

prepared briefing documents for MILLER for his testimony on EO b3 -1
issues 1in May 2012. [::::f:]documents did not include these political zgc_fz
advocacy cases. A Sensitive Case Report (SCR) 1is put together by Tax Law
Specialists (TLS) to make management aware of issues that might be high
dollar or have media attention. The manager of these TLSs reports the
cases to the Director of Rulings and Afreements (R&A) . is not sure if

they go above the Director of R&A. has not heard of the
other than what has been in the recent news.

b6 -2
has no knowledge of anyone at the IRS discriminating based on a b7C -2

political or other type of viewpoint. He has no knowledge of anyone trying
to destroy or conceal documents. He has not had a discussion with anyone
where he was told what to say in order to mislead or lie to investigators.

UNCLASSIFIED?)%
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Date of entry 10/15/2014

FEDERAL TAXPAYER INFORMATION
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date of birth Social Security Account Number zgc_fé?é?4
| cellular telephone number | residential address
| was
interviewed pursuant to a proffer agreement at the office of his attorneys
located at 575 7th Street NW, Suite 300 South, Washington, DC 20004. b6 per CRM
attorneyﬂ |were present for the b7cC
interview. Also present for t in jew artment of Justice
attorneys and and Treasury Inspector

General for Tax Administration (TIGTA) Special Agent| |

was shown several documents during the interview as indicated below.
Copies of the documents are included in the 1A section of the file. After
being advised of the identity of the interviewing parties and the purpose

of the interview, provided the following information:

graduated from| | He was a bé -2,3
b7C -2,3

law clerk at and worked at a firm prior to joining the
Internal Revenue Service (IRS). began working in the Exempt
Organizations (EO) division of the IRS in | | |spent most of

his career working international unrelated business income (UBI) and a year
in the Office of Chief Counsel working criminal tax issues. He was also a
reviewer in Exempt Organizations Technical (EOT) and a case worker

was a front line manager in Exempt Organizations Guidance (EOG) Group 1
from 2005 through January 2011. 1In Group 1, was responsible for

revenue rulings and procedures, correspondence to taxpayers, webpage
review, FOIA requests, and the review of private letter rulings from EOT.
He supervised five people. His specialties were electric water and sewer
cooperatives and insurance companies. Manager[::::::::::]asked whether he
could step in temporarily to cover for HOLLY PAZ when she was out on
detail. began as an Acting Manager during PAZ's absence from EOT in

investigationon 09/09/2013 5 Washington, District Of Columbia, United States (In Person)

File# <B82B-WF-2896615 Date drafted 09/09/2013

b6 -1
b7C -1

by

This document contains neither recommendations nor conclusions of the FBL. It is the property of the FBI and is loaned to your agency; it and its contents are not
to be distributed outside your agency.
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b6 -2,3
b7C -2,3

January 2011. He was in that role for one and one-hglf waears nntil Tuly
2012.| |was the Manager of EOG. | has been on

I Jhas been Manager of EOG since
June 2005. is currently Manager of PAZ andl |
preceded him as Acting Managers. supervises 34 people and has four

managers below him:l in Group l,| |in Group 2,
[::::f:]in Group 3 and in Technical Group 4. The technical

unit works private letter ruling requests, exemption application referrals
from EO Determinations (EOD), technical advice memoranda from EO
Examinations, technical assistance requests from the Office of Chief
Counsel, and technical assistance requests from EOD and EO Quality
Assurance.l |heard from Congress that there have been a lot of
constituent complaints on the status of private letter rulings. All of the
groups work 501(c) (3) cases and some work 501(c) (4) cases.

direct supervisor is KAREN SCHILLER and is above her. 230_2533

PAZ was his direct supervisor until she was placed on administrative
leave.

Some types of cases go to the Office of Chief Counsel for review.
Sensitive Case Report (SCR) cases all go through several layers of review.
Cases involving a large amount of money or issues of first impression go

through multiple review levels. Everybody occasionally serves as a
reviewer or an initiator. Reviewers are normally more senior, but
currently, two~-thirds of them have less than five years experience. Many
of the senior employees have retired or departed. EOT receives cases as it
has original jurisdiction over private letter rulings. Cases come in from
EOD if they are difficult or first time issues.

While[::::]was in EOG through 2010, he had no exposure to Tea Party b3 -1
cases. While working in EOT in late January or early February 2011, he b6 -2,3
received an e-mail froml |regarding the status of three cases b7C -2,3
that were on the SCR. He is not 100% certain, but he believes the three
cases were both a 501 (c) (3) cases,
and Ja 50Ll{c) {4) case. He responded to[::::::]that
they were working on the cases. said okay and she would check back
later.l later checked with on the case status. went to

| |and| |and they said they were still working on the cases.
was concerned that they had already been working on the cases for
three months of his tenure at EOT. [:::::::}as pressing because she had
other cases "tied down" while they were waiting for a template letter.
went to because he was the initiator. had the case since
June 2010 when he received the taxpayer response. looked at the case
history and determined the case came in during early 2010. After one year
and three months, there was still no recommendation, which is step one in
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EQT. did not have a conversation with he just thought about the
case and checked the status. toldl |manager,| | that

they had to get the case moving. After talking to waited
for a recommendation from and his reviewers.

was the reviewer of |recommendations. [:::::]

thinks she included her manager on her e-mail communications regarding

these cases. The 501 (c) (4) case had a favorable recommendation, the 501

(c) (3) case was a recommended denial The reviewer and initiator were not b6 -2,3
always in the same group. | |told to do the best she could on P7C -2,3
a template letter. He understood that would be developing the

template letter. The next step was to send the applications to EOT for

review. is not sure, but the applications may have gone to[:::::::]

[::::::::::]told[:::] they attempted to draft a template letter. They

wanted to mass produce it in EOD because EOD was pressed for time. EOD
would just plug the facts into the letter and move faster. said
they may not be able to use the template letter because the cases were too
fact intensive.

In January, LOIS LERNER sent an e-mail that the cases had to go through

a multi-tiered review process through EOG, EOT, Counsel, and LERNER’Ss
technical advisor, Cases were sent by mail to the branch bé -2,3
chief for assignmeJET[:::::]agggjnot know to whom the cases were initially b7c -2,3
assigned in Counsel, but eventually they went to There
is a two-part report which discussed all the cases. Tax law specialists

sent the detailed, first part of the report to him and he sent it to PAZ.

PAZ decided who to forward that part of the report. The second part of

the report was a summary and he sent it monthly to LERNER, PAZ, and
In January or February, LERNER responded via e-mail to the

summary report. She wanted EO, Chief Counsel, and to review it.
This e-mail was after the first inquiry he received from |about the
cases.

It was not unusual for a case to be pending for a long time. When[::::] b6 -2
started at EOT, over 100 cases were backlogged. The backlog situation had b7C -2
been the same since 2005. PAZ told him one of his jobs was to move cases
and there were a lot of over aged cases that needed to be moved. She did
not tell him how to move the cases or discuss any particular type of over
aged cases. They had no discussion at this time about Tea Party cases.

b6 -2,3
b7C -2,3

staff assistant contacts the Tax Law Specialists
every month for SCR updates. The SCR list goes out every month. There are
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10-20 SCRs. There are individual cases within each SCR. Once a case has
finished processing, the related SCR is closed. forwarded the SCRs to bé -2
PAZ via e-mail. b7C -2

[::::]reviewed an e-mail chain from March 2011 (GOV-AUDIT-000258 — b3 -1
GOV-AUDTIT-000259) regarding the status of thsg b6 -2
b7C -2
cases.[:::::]understood that in Cincinnatili there were
multiple cases tied down by these cases. Cincinnati was going to use the
template letter to develop these cases. He is not 100% sure whether it was
his understanding that these cases were on hold. One case went from EOT to
EOG for review. EOG forwarded the case to Chief Counsel for their review.
He thinks it was the

recalls having a conversation with PAZ in spring 2011 about where b6 -2
to move the cases through the review path. He does not recall particular b7C -2
comments or whether the conversation was over e-mail or in person. He met

with PAZ at least once a month. He does not recall having formal staff

meetings at that time. Later on, PAZ began holding staff meetings with her
subordinates.

had weekly staff meetings with his group managers. Generally they b6 -2
did not discuss Tea Party advocacy cases at those meetings. The meetings bic -2
were more about personnel issues,processes, and the backlog. In May 2011,

they came up with a plan for the old cases. The backlog solution was to

work easy cases first to close them.

bé -2,3
had been at the IRS for more than and was slowing down. b7C -2,3

would have assigned the casework to someone else who was a little
faster, but it was already assigned to| [reputation is that he
does good work but is slow.l |had a backlog of cases dating to 2005.
does not know the quality of| |work product.

EOT as a unit has a large backlog. They have multiple demands on their

time and cases have been allowed to sit and wait. EOT has been through a

lot of turmoil. The previous manager left and there has not been a stable

manager there sincq [when| ketired. His replacement b6 -3
only stayed one and one-half years, and then there was a series of acting b7C -3
managers. There was no sense of urgency for processing cases and no

timeline for processing. They were losing experienced people, people were

assigned multiple work projects, and some people had performance problems.

Also, the multiple tiers of review did not help.

b6 -2,3
b7C -2,3

reviewed an e-mail from dated 06/08/2011 with the subject
line “Coordination Question.” They were trying to brief PAZ and LERNER on

the Tea Party cases and were pulling issues to prepare a briefing paper.
The briefing paper was prepared the same month as the e-mail. An e-mail
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fron{::::] on the same chain dated 06/08/2011 was about the briefing topic.

PAZ and LERNER requested a briefing because the cases had to go to Counsel
and through LERNER's Senior Technical Advisor,l hoes not know
whether PAZ or LERNER reached out to him about providing a briefing. He
was simply obtaining information and did not know there was another request
through a different channel to get the information, as discussed in the
e-mail.

asked his staff, specifically | to b6 -2,3

obtain the information. He told the whole team they needed to get ready b7C -2,3
for the briefing. The briefing was a joint effort between the EOG staff
and his staff. EOG, EOT, and EOD staffs met to discuss the briefing paper.
| |prepared a briefing
document. | |reviewed it and forwarded it to PAZ. deferred to his

staff to put together their input to include the facts, how they got there,

their recommendations, and their opinions. When looked at the
briefing paper, his impression was that they should not be using the label

“Tea Party”. The name of the group is not the test toc apply to the cases.

The 501 (c) (4) test is an activities test. What you do is not what you

call yourself. He thought the Tea Party term would be underinclusive_and
would only capture people who call themselves by the Tea Party name.
realized this point when he first looked at the briefing paper. Prior to
that time, he did not recognize the name was used to identify cases.

In some emails, the cases were referred to as "Tea Party" cases. He
thought they were using the term as a general acronym amongst themselves.
He did not realize they were using the terminology on the "Be on the
Lookout" (“BOLO”) list as a labeling device.[:::::]did not receive the b6 -2
BOLOs. He saw excerpts from the BOLOs in the press and the Oversight b7C -2
Committee showed BOLOs to him. He did not receive the BOLO in his section
and he was not familiar with how the BOLO worked.

In his meeting concerning the briefing in mid—JuneJ bet with EOT bé -2,3
and EOG staffs and PAZ. | fvere also b7c -2,3
present for the meeting. The meeting was held in the library and lasted
about an hour. The briefing paper was the only topic discussed. They
showed PAZ the briefing paper and the use of _the Tea Party term. PAZ was
the highest ranking person at the meeting. does not recall who was
the lead briefer. Part of the briefing was about labeling the cases as Tea
Party cases. Somebody said they may not want to use Tea Party as a
labeling term. had recognized they may not want to use the term Tea
Party when they were doing the briefing paper, but his plan was to raise
the issue with PAZ at the briefings. He does not recall PAZ's reaction.
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He does not recall anyone disagreeing that the Tea Party label should not
be used. The action plan after the meeting was to schedule the briefing
with LERNER.

believes LERNER and PAZ met after this meeting. He did not know 230_22
about the meeting at the time, but probably read about it in the TIGTA
report.

b6e -2

did not normally brief LERNER. He has briefed her on these and b7C -2

-other SCR cases, but had not briefed her prior to the 07/05/2011 briefing.

During the briefing of LERNER on 07/05/2011, LERNER said the Tea Part
labeling was not a good idea and ordered EOD to change—the l3beling. |
PAZ, and possibly were there.

| kalled'in from Cincinnati. He does not recall whether| |
was there or not. The meeting occurred at 1750 North Capitol in LERNER’s
conference room. They collectively conducted the briefing based upon the
briefing paper. The labeling issue came up and LERNER said to change the
labeling because it was not the right criteria. The subject matter of the
briefing paper was the only topic discussed at the meeting. LERNER
instructed Cincinnati not to use the Tea Party label. Nobody voiced any
disagreement with LERNER’s instruction. There was a discussion of what
label should be used and it was changed at the meeting. The revised label
of “advocacy cases” was an organic development. The advocacy terminology
would capture lobbying and political activity.

b6 -2,3
b7C -2,3

The backlog of these cases was discussed at the meeting. LERNER told
them to do three things: 1) EOT would provide guidance on the triage of
cases; 2) a guidesheet would be developed for EOD agents to review with
criteria for advocacy and political intervention, etc., and; 3) the
labeling would be changed.

They referred the cases_f£o Counsel. One case was closed because the
applicant did not respond. role at this point was to make sure the b6 -2,3
triage was completed and the guidesheet was drafted in conjunction with b7c -2,3
EOG. They began to lock at the applications and compile a spreadsheet with
designations of: favorable, denial, and needs more development.
believes the team working on this project wasl |
and There was no discussion of a timeframe to complete the project,
but they were to complete it as soon as possible.

The triage team made recommendations and forwarded the spreadsheet with
results to understanding was that EOT was doing the work b6 -2,3
for Cincinnati. Looking back, he does not believe that was the right move. b7c -2,3
People can self declare by filing a 990 form. They do not need to submit
a 1024. This option was not discussed at the time, and he was not aware it
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was available. The test for evaluating applications is very hard. There
is no revenue ruling to quantify what constitutes a primary task. There is
a revenue ruling from 2006-2007 which states the facts and circumstances
test is a difficult one. While going through the process, it dawned on

[::::]that it would be labor intensive. The team in Washington was doing b6 -2
the best they could to address the issue, but they were probably b7C -2
frustrated.

reviewed an e-mail dated 09/22/2011 which he wrote to b6 -2,3
and copied to other recipients (Document ID: 0.7.2743.18835). He stated b7¢ -2,3
that this e-mail concerned the triage they were supposed to do on the IRS's

Tax Exempt Determination System (TEDS). The plan was to go online on TEDS

and look at around 100 cases and then place them in three categories. This

e-mail was sent approximately two and one-half months after the LERNER

briefing. It took a while to coordinate the project because people had to

obtain access to TEDS and people were on vacation. If an application

received a favorable determination, a favorable exemption letter would be

sent to the applicant from EOD. If the application was assessed to be a

denial, a denial letter would be sent from EOD. If the application needed

more development, EOD was responsible for the development. A denial out of

EOT would have a major impact on the taxpayer, because taxpayers do not

have the right to appeal an EOT decision. Taxpayers have appellate rights
for EOD denials.

The guidesheet project did not go well. The guidance was forwarded to
Cincinnati in the fall of 2011. [::f::boes not know whether or PAZ b6 -2,3
reviewed the guidance before it went to Cincinnati. It was sent to[:::::::] b7¢c -2,3
for comment. told him that[::::::]said the guidesheet was not useful.

was surprised when he heard the guidance was not useful. He does not

recall communicating his surprise to Cincinnati. He heard the guidance was
a rehash of other revenue rulings. does not recall whether
communicated this point to him. He heard the guidance was sent to Chief
Counsel to see whether they could draft it better. [::::] is not an expert
who could state whether the guidance was good or not.

[ ]reviewed an e-mail chain dated 10/24/2011 - 11/06/2011 b6 -2,3
(GOV-EMAILS-000096 - GOV-EMAILS-000110). He stated the attachment to this  P7€ =2,3
chain is the guidesheet that was provided to Cincinnati. At this point,

[::::]had no other planned involvement with these cases beyond this

guidesheet. His role with these cases was diminishing. He was focusing on
other backlogged cases. Responsibility for these cases was shifting to
and probably He was not invited to additional meetings on

these cases and did not know what subsequently happened with them.

heard about the concerns with the development letters in late
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winter/early spring 2012. He heard this from[:::::]PAZ, or the press. He
heard that the letters were asking inappropriate questions. In early 2012
PAZ said they may need reviewers and may transfer some of the cases to EOT.
The cases were not sent to EOT.

| |did not provide input to the development letters. He does not b6 -2,3
. . b7C -2,3
know whoI is but knows that is a current manager
in EOD. as not been involved with on advocacy cases. |
knowsl |was in CPE training 10 years ago when was an

instructor.l Ihas not worked with n these cases. does not
knoq

Later that spring, PAZ said she would take staff assistants to
Cincinnati to bucket cases. [ |was not involved in that process. Some b6 -2
of his staff went to Cincinnati for bucketing, but he does not recall who b7C -2
went. Some of his people helped EOD with the cases and EOT went through
the applications.

b6 -2
was not involved when the media and Congress became interested in b7C -2

these cases. He told his staff that their staff should ask their managers b3 -1

about development letter questions before the development letters were sent

out. After the development letter problems, they conducted a survey of

their cases and advised that only questions applicable to the cases should

be asked. as surprised when he saw the development letters in

question. They seemed to ask too many guestions out of laziness. They

should have asked questions which were material to the applications. The

donor questions were not relevant to a 501 (c) (4) determination. The

activity test, and not a_funding test, should be used for 501 (c) (4)

determinations. One of tax law specialists,l |issued

a letter with the donor question. They caught the question, called the

applicant, and notified the applicant not to answer the question.

was front line manager.l |discussed the donor

question and thought it was an inappropriate question to ask a 501 (c) (4)

applicant. The same conclusion had already been reached by EOT.

believes they may have reached that conclusion in the
case. In 501(c) (4) cases, they examine private benerit as an

expenditure question, not as a donor question.

[:::::::Etaff had six to seven general advocacy and lobbying cases, but b6 -2
no Tea Party cases. The cases were transferred to EOT because they were b7C -2
similar to the Tea Party cases. had no further involvement in the
advocacy cases.

In late April or May of 2012, learned that TIGTA wanted to
interview him. He learned this through PAZ who checked on his availability
for the interview. This was his first TIGTA interview. PAZ told him to
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gather his documents. Nobody told him what to say in the interview. He
thinks PAZ sat in on the interview. He and PAZ both went into the
interview together and he does not recall her leaving. He cannot recall
100% whether she was there. It did not register with him who should be at
the interview because he never participated in a TIGTA interview before.
His TIGTA interview was over an hour long.

In late summer or fall of 2012, EOT sent people to Cincinnati to help
work cases. They were doing the same work as they did when bucketing cases

in early spring 2012. He thinks PAZ, | Jsere providing b6 -2
oversight. [::f::::]is the expert in advocacy cases. She speaks on the b7Cc -2
talk circuit about advocacy cases. is not [::::::::]supervisor.

The next time[::::]heard about these cases was when the uncomplimentary b6 -2
TIGTA report came out in 2013. PAZ told |]at a managers’ meeting a few b7Cc -2

weeks before the TIGTA report came out that the report was going to be
coming out. PAZ was not happy with the report and she said it was bad. He
assumed she had looked at it. He recalls that nobody at the meeting asked
to see the report, and believes it was because they were not at the
‘executive level. His assumption was that only executive level personnel
could see the report.

b6 -2

knew the report was going to be bad but he had not seen the b7C -2

report. He heard about the May 9, 2013 ABA meeting where LERNER

comments. He did not help her prepare comments for the meeting.Eﬁifi:::::]
came in and told him that LERNER's comments at the meeting were being
covered on CNN. looked at the CNN webpage and could not believe
LERNER made those comments and that she used that avenue to make them. The

IRS had a whole team of press people. He does not know why she did this at
the ABA meeting.

E:::]has not deleted documents relevant to this matter and he has b6 -2
observed the litigation hold. Nobody has told him to destroy anything. b7C -2
Nobody has tried to coach him on what to say or asked him about what he
said. He read the public TIGTA audit report and briefly saw the unredacted
version on the Hill. He thinks the report is incomplete. It leaves out
information about the BOLO reports and about other parties like the
progressive groups that were used.

[::::::keviewed a document titled “A Timeline for the 3 exemption b6 -2
applications that were referred to EOT from EOD”. He believes this b7c -2
document was provided to TIGTA auditors. He asked his staff to prepare the
timeline for the three cases. The auditors had an SCR report. He recalls
the SCR report had the names of the three organizations. He does not know
of any comments provided by EOD in early November 2011 regarding the
guidesheet, other than that it was not helpful. Between May 2010 and

14-cv-1239-FBI-155



FD-302a (Rev. 05-08-10) Obtained by Judicial Watch, Inc. Via FOIA

282B-WF-2896615

Continuation of FD-302 o ,On 09/09/2013 , Page 10 of 10 b6 -2
b7C -2
. . . , . b6 -2,3
October 2010,[::::]lnformally reviewed applications. was providing b7C -2.3
informal guidance tol |does not know what the arrangements
were betweed |because they were worked out before he
arrived. He did not knowl | but he has heard her name in the news.
He only recalls dealing with in Cincinnati. was adamant

that he go through her.

was aware of political affiliation, but did not
discuss politics at work. He does not believel |would let his political
viewpoint impact his work. The rule at the IRS is that you put your
political views aside.

There are revenue rulings governing applicants. Applicant groups can
educate the public about issues. There is a Supreme Court or federal court
case regarding the educational role groups can serve. New employees
receive on-the-job training on the case.

People can recuse themselves from a case if their beliefs are too
strong. It has happened before. Nobody he worked with has seemed
motivated by politics. Nobody has discussed the Tea Party’s beliefs with
him. He has never heard any concerns about viewpoint discrimination. b6 -2
has never heard or seen discrimination against taxpayers based on b7C -2
viewpoint. He has no perception that STEVE MILLER and others from the top
down had a political agenda. For context, not just these cases were
delayed. The entire inventory of cases was delayed due to many things.

Employees cannot just be disciplined for low performance. The union
needs to be contacted and grievances can be filed. believes was b6 -2,3
. b7C -2,3
a low-performing employee. [::::]was counseled. He was under a performance
action at the end of his time at the IRS. does not know why these
cases were assigned to contributed to the service for over

[::::::] He did a fairly good job.
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Date of entry 10/15/2014

FEDERAL TAXPAYER INFORMATION
Do not disseminate or use except as authorized by 26 U.S.C. 6103.

| | date of birth] Isocial Security Account

number]| | residence address
|was interviewed at 1400 New York Avenue NW, 12th Floor, Washington,
_UCT1 Iattorney, was present for the interview.
Also present for the interview were U.S. Department of Justice Attorneys b6 -2,3,4
andl | and Treasury Inspector General for Tax b7C -2,3,4
Administration (TIGTA) Special Agent (SA)l Multiple documents

shown to[:::::::::]by the interview team are identified below by their b6 CRM
corresponding bates numbers or other identifying information. After being b7C
advised of the identity of the interviewing Agents and the nature of the

interview, provided the following information:

b6 -2

| |earned her Bachelor's degree in Political Science from the bTC -2

| She earned her Juris Doctor (JD) froﬂ

| |and her LLM in Tax fromn After
graduating law school in 1995, she was a medical malpractice attorney in
Chicago. Prior to joining the IRS, she served as a Senior Consultant with

b6 -2,3
b7C -2,3

is currently a Senior Tax Law Specialist in Exempt
Organizations Technical (EOT), Group 3. She began working with the IRS in
as an entry level tax law specialist. She was in Group 2 from
2002-2011. She was a Senior Reviewer in Group 2 for part of that time.
Her supervisor in Group 2 was| She moved to Group 3 and
has been a Senior Reviewer there for 2 years. She reports tol |
in Group 3. There are 9 people in the group. She had a few stints

in management. She has conducted case reviews and was the project lead on
various projects. She has not supervised anyone.

Investigation on 09/16/2013 , Washington, District Of Columbia, United States (In Person)

File# Z282B-WF-2896615 Date drafted 09/16/2013

b6 -1
b7C -1

Y

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; it and its contents are not
to be distributed outside your agency.
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helped fix a Sensitive Case Report (SCR) on Tea b7C -2.3
Party cases. She helped him use the track changes function on the document !
in the June and July 2010 timeframe. retired in but he was

a tax law specialist prior to that. They worked together in Group 2. She
was[::::::]reviewer, but not his supervisor.[:::::]is not computer saavy,
so she helped him with the SCR. For computer and document issues,
came to her often. _He liked her, and they socialized and went to lunch
together. She and started working together in 2002 and worked on
cases together. She also went to him for advice.

The next time the Tea Party cases came across her radar was when she
was assigned by to be a case reviewer in January 2011. She b6 -3
received one case at first. | hentioned there was another case and he b7C -3
was not done with it yet. He thought that case would be assigned to her
too.

As a case reviewer, her role is to make sure the case has been looked
at, that there has been correspondence with the taxpayer, and that the
documents are signed correctly. Upon receipt of a case, she generally
reviews it without reviewing the recommendation from the specialist. She
takes notes, researches, and then looks at the recommendation from the
specialist. She discusses it with the specialist and reviews the
specialist's legal analysis.

conducted the same review of the Tea Party cases as she did b3 -1
for other types of cases. asked her to wait to review the first case . P%& -2,3
until he submitted the second case so she could look at both cases b7C -2,3
together. Early in March 2011, she received the second case. The two

cases she had were the_l case which was a
501 (c) (4) case and the case which was a 501 (c) (3) case. She
received no special guidance on how to review the cases. Other than
general screening, she was not sure how these cases came to EOT. There was

a case history screening sheet in one of the files about political
affiliation. She showed[::::]and he was aware. She read how the case was
screened and it was not because of the organization's activity. The case
seemed to be pulled because.of the applicant's political affiliation and
screening is not supposed to occur that way. When organizations'
applications are pulled, you have to stay away from their political
affiliations and your own. She has been taught from day one by her manager
that you need to avoid personal views and look at legal criteria. She
wanted to alert the managers about the way the cases were being pulled.
said he thought cases were being pulled based upon political
affiliations. She took to see because he E:::::]had been
assigned to assist Exempt Organizations Determinations (EOD) on these
cases, he knew more than her about these issues, and he was the initiator

14-cv-1259-FBI-158



FD-302a (Rev. 05-08-10) Obtained by Judicial Watch, Inc. Via FOIA

282B-WF~2896615

ContinuationofFD-302ofi I ,On 09/16/2013 , Page 3 of 10 b6 -2,3
b7C -2,3

on both cases. She thinks said he did not know about how the
cases were being pulled, but she cannot recall specifics. [:::::::::]knew
the cases should not have been screened using the criteria that had been
used. | |then went to tell | | said he
would follow up on the issue and would let HOLLY PAZ know this was possibly
occurring. This occurred in the mid to late March or early April 2011
timeframe.l |does not know what happened afterward. There was a
reference in an e-mail to the issue, but she did not follow up because it
was management's responsibility to deal with Cincinnati.

When management was notified, they asked for a follow up. She is not
involved in the screening part, so she is not sure what happened.

[:::::::::]provided her review notes to and they were waiting to 32 :; 3
discuss the issues withl hho was LOIS LERNER's Technical ;

Advisor. The review notes documented her initial review of the case and p7e m2.3
her concerns for the Tax Law Specialist to address. [::::]proposed an
adverse decision for the | |case and a favorable recommendation
for the case. At the end of March or April 2011 after her review,
|:ound proposed Private Letter Rulings (PLRs) which indicated a
narrowing of 501 (c) (4) and what constituted political intervention. She
wanted to speak with[:::::::]to ask about these rulings. She and et
with[:::::fjin early April 2011. They presented[:::::::]with their
opinions on the rulings and requested her assistance in analyzing the
decisions. [:::::::] directed them to certain cases and said the PLRs were
gecod with correct analysis. The PLRs had come from EOT. One was by
(phonetic) who is retired. The name of the taxpayer was
redacted because the PLR_was obtained from Westlaw. The meeting lasted
approximately one hour. was concerned with the narrowing of the
law. There were 4-5 PLRs in the approximate 2006 - 2008 timeframe. Prior
tec that, when 501 (c) (4)s were looked at, they could engage in a much
broader range of activities. She wondered why the activity was now
considered political intervention when it was not before.

Under the new PLRs, the activities of were not considered okay.

The activities would have been okay before. was concerned too after b3 -1
reviewing the PLRs. | |had not previously rfound these PLRs. That is why igc_?3
they talked tol plso recommended a few court cases.
got both cases to do more research. They later decided to have the office
of the Chief Counsel review the cases.

If[::::::]disagrees with a case initiator, they sit down and discuss §§C_33

their positions. She asks the initiators to go back and look at what they
have written, do more research and then they talk again. She and the
initiators have never had to go to anyone else above them to resolve a
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dispute.

Per office procedure,

if an initiator and re

the case goes to the Group Manager for a decision.

viewer cannot agree,

If an issue arises in a case and there is a project team or expert in

the office,] |will go to them for a recommendation.

| |because she is a subject matter expert.
organizational chart, but they did not go to her because of her position.

They went to her because of her expertise.

When TERRY

BERKOVSKY (deceased) was her manager, h

could not use personal criteria when looking at a case
conflict or issue with a case that you should bring it
attention and let them know you cannot work the case

the case to someone else if that occurs.

open,

She did not
the SCRs as to
labeled as Tea
pulled because

pragmatic reviewer.

She went to
is higher on the

e taught her that you
and if you had a

to management's
Management will give

reputation is as an

substantively revieq[:::::] SCR. There

how they are referred for development.
Party cases. The screening sheets said

of the names and political affiliations.

is no indication on

The cases were

the two cases were
When cases come to

their office,[::::::::::]usually does not know how they have been pulled.

For the 3 cases on the SCR,

she did not know specific

been pulled.l

|did not tell whether she

with his findings.

believes she a

She wanted to evaluate the prior r

reed with the 501 (c) (3

501 (c) (4)

rase was a little borderIine.

ally how they had
agreed or disagreed
ulings first. She

case, but the

Upon being shown a document titled "Technical Case History"

(IRS0000001323

document were from

01/11/2011,

- IRS0000001324), stated the

She probably forgot to sign

the case was forwarded to her for review,
Off and on until June,

there was discussion

These two cases and one additional case that was not

to the Office of Chief Counsel for review.

Counsel,

the recommendations on them were the same as
recommendations.

When the c¢

notations on the
the document. On
then it went to
about these cases.
with were going
ases went to Chief

criginal

Chief Counsel weigh in on the cases.

felt more or less the same and wanted to let

In June there was a meeting with LOIS LERNER and the Chief Counsel's

office.

attended

was asked
done one before.

to draft the briefing paper for the me

sent the initial draft of his b

land they reviewed it. The

the document, but she does not recall what they were.

to her because

because they were subject matter experts.

He sent it
modifi

she was the case reviewer.

from Chief Counsel.
eting. He had not
riefing paper to her,

made comments on
ia |sent the draft
t

ed the briefing

b6 -2
b7C -2

b6 -2,3
b7C -2,3

b6 -2
b7C -2

b3 -1
b6 -2,3
b7C -2,3

b6 -2,3
b7C -2,3

b6 -3
b7C -3
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document. |wrote a comment for to address what Cincinnati
had been decing with the case4 did not know what Cincinnati had
been doing. The second draft went to for review. When one of the
drafts was sent forward,[::::]sent it Pack asking for additional items to
be included. The final draft did not look at all like version.
fompletely revised it.

It was| |understanding that LERNER was being briefed because b6 -2
of the legal analysis under 501(c) {(4) and the difficulty EOD was having in b7C -2
deciding the cases. Her understanding was that they had been holding cases
in EOD for a while awaiting guidance. She did not know they were not
developing the cases until she read the TIGTA report. They wanted to make
sure LERNER and other SES personnel were aware of the issue and were
advised of the screening process.

did not want these cases to languish like the downpayment bé -2, 3
assistance cases. That is why she asked to include language on b7C -2,3
Cincinnati's actions for LERNER and the others to read. In the downpayment
assistance cases, Cincinnati felt they could not resolve the underlying

legal issues without guidance in place. DC thought they could continue to

work using existing laws.

Prior to the meeting with LERNER, there was a premeeting with people in
Cincinnati about the screening process. She, HOLLY PAZ, b6 -3
were on the phone. and others may have been there too. b7C -3

b6 -2,3
b7C -2,3

participated in the meeting because she was the reviewer of

two cases. PAZ askedti::::]how the screening process was conducted and
whether they were using certain criteria like Tea Party to pull cases out.
[::::::]said yes. PAZ responded that they were not supposed to do it that
way and LERNER would be mortified by the use of the term Tea Party or
political affiliation to select cases. She said they have to look at the
activities the organization is conducting. People in the room understood
that using Tea Party was not a good idea. had not discussed
this issue with people she worked with before this meeting other than in
the discussions witrlt:::]she previously described. knew how the
cases were selected and knew it was inappropriate. thinks

[ Jused the word inappropriate or wrong to describe the case selection.

| Hmpression is that Cincinnati knew they should not have been
using the terms they had been using to screen. She believes they were not
malicious in Cincinnati, and they were just using an easy way to screen due
to the sheer volume of applications. Her impression is that they used a
short cut by using the Tea Party terminology.

In June, attended the meeting with LERNER. Prior to this b6 -2,3
meeting, and maybe PAZ indicated that cases should be referred to as b7c -2,3
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advocacy cases, not Tea Party cases. |PAZ, and b6 -2,3
possibly[:::::i]also attended the meeting with LERNER. nd some of b7C -2,3
her personnel called in from Cincinnati. Nobody from the Chief Counsel’s
office attended the meeting. The meeting was held at 1750 Pennsylvania
Avenue in LERNER’s conference room. Legal cases and precedential court
cases were discussed. It was determined that the two cases and a third
would be sent to Chief Counsel for review. A briefing paper was presented
at the meeting by[:::::] Briefing bullets were discussed and LERNER asked
Cincinnati about the bulleted screening items. LERNER said they had to
stop using those criteria and asked for statistics on the number of cases
pulled, denied, and favorably closed using those criteria. LERNER was
pretty angry at hearing how criteria were being used. believes
that when LERNER asked about the number of cases screened, it was to
determine the number of cases coming in and how they were weeding out bad
actors. An example of a bad actor would be a promoter with a cookie cutter
case with nonexempt activity who is screened out or an organization which
had previously been denied or revoked and is reapplying. does
not know why these cases were pulled. There is nothing in their activity
that would have stood out from any other organization engaged in similar
activity. | Jdoes not recall any discussions at the meeting as to
whether Cincinnati was working cases or not. After the meeting, she told
to copy the files.

The plan forward was to send the three DC cases to Chief Counsel with

recommendations from Tax Law Specialists (TLS). be -3
were asked to draft a guidesheet to help Cincinnati work through the cases. b7C -3
[ Jattended a meeting with the Chief Counsel’s office in b3 -1
approximately August 2011. LERNER, PAZ, b6 -2,3

b7C -2,3

| [participated in the meeting.
They went through the three cases counsel reviewed and discussed the legal

analysis. One of the cases wag It was
developed originally by |and was transferred to someone
else. [::::]looked at the case at some point. She does not know whether he
was a reviewer or not, but he did look at it as a Guidance reviewer. They
discussed the merits of the two additional cases. They then walked through
the case facts and the activities of the The organization had applied
in 2009 and Chief Counsel personnel chastised them for not getting the
election year data from the 2010 election. Chief Counsel’s office wanted
to see whether the group was still nonpartisan and conducting educational
activities during the election cycle. discussed the additional
information that was neededl Ithinks they should have obtained
the additional information and agreed witﬂ She does not recall
any discussion about the length of time the cases were pending. She
believes PLR issues were discussed at the meeting. By the time cases
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arrive in her office, they have usually been pending a year or more. It is

her understanding that the case is still open. sent a letter out b3 -1
after_the meeting seeking The additional information. In this case, she igc_fés3
told she thought it was fine to ask for the 2010 information. !

On the two cases she worked, her role was to wait for a response from
the taxpayers and for[:::::] recommendations. During the time she was
waiting, was taken off the cases and they were transferred to

| Imay have drafted one of the cases. The bigger picture

was handled by| | ended up with most, if not all, of the
cases.

b6 -2, 3
sent a guidesheet to[::::::::::]for comment. She read b7C -2 3
through it. She was no longer on the project team and was not using the

guidesheet. It was difficult to determine how LERNER and Cincinnati wanted
the guidesheet presented. The version she read contained questions to help
people develop their questions. later sent her a second version
saying Cincinnati did not 1like the first version. [ |did not get
involved because she thought LERNER would determine what the guidesheet
should contain.l |thought guidesheet was helpful, but
her perspective is different than Cincinnati’s. It was probably too legal.
Cincinnati was hoping for more of a checksheet than a broader
presentation.

b6 -2,3
had originally asked for a template denial letter.l L7C -2,3
office and EOT typically do not use templates. She recalls telling

that she did not think they could do a template because the cases are not
cookie cutter. They have to look at the Tea Party organizations and how
they are conducting activity.

At the same time the guidesheet went out, was taken off the
review, She thinks were put on the reviews. There
was a sheet that went out about advocacy cases to people who were
developing and reviewing the cases and her name was not on it. She asked

[:::::]if she was off the review team and he said yes. It was good for her
because she had other work. Also, she was transitioning to Group 3 with
new issues. Her supervisor never criticized her work on the case to her
knowledge and it was not reflected in her reviews. There was a decision to
consolidate the cases with a few subject matter experts in political
advocacy. The timeframe was spring 2012.

responded to the request for more information. [::::::::]showed :2 :; 3
| [che response. responded with several boxes of information. .. _é,3
It is unusual for a group to respond with that volume of information. The
volume of the response may have had something to do with the way the letter
was broadly written and the taxpayer may have been overly inclusive. This
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has happened before. Usually the letters are caveated with directions to
provide a sample. This one was not. came to her and said she
was readv to propose an adverse recommendation. | asked

to put a memorandum in a proposed adverse templaté and come back
to her.l was working on it whenl pas taken off the
review. Since then, has had no more involvement in these cases.

b6 -2,3
b7C -2,3

has never met with TIGTA auditors. She was not asked to
comment on the audit. Just before the audit came out, held a group
meeting to advise that the report was going to be released. He said it was
not pretty. This meeting occurred before LERNER made her comments at the
ABA meeting. She was on vacation when she read LERNER’s comments on her
phone. She was surprised that LERNER was discussing this issue publicly at
ABA before the report was released. She also thought it was odd that

I:lasked LERNER the question that led to her comments.

b6 -2,3

| Lead the redacted version of the TIGTA audit report on the b7C -2 3

computer when she heard it was released. She was not previously aware of a
few things in the report. For example, she did not know the criteria
reverted back after LERNER asked EOD to change them, because the broader
criteria were not producing the desired results. She was also surprised
that the applications had not been worked in Cincinnati at the time. She
did not know additional facts in the report such as the timing of when
Cincinnati received the cases and asked for assistance. She had previously
asked thether Cincinnati was working the cases and it was frustrating
'to hegar——Tmey were not. Otherwise, the report seemed accurate to her
knowledge.

has complied with the litigation hold notice. She believes
others who received the notice have also complied. She is not aware of
anyone who has destroyed or altered documents or covered up anything.
Nobody has come to her in an inappropriate way to ask about the
allegations. She is not aware of anyone trying to influence testimony or
interviews. She has no knowledge of people discriminating against
taxpayers because of their political beliefs.

When she andl |reviewed the two cases and did Internet research, b3 -1

b6 -3
Jnad s b7C -3

She askedl Phether he had read
and told him he should read it since it was interesting.

Some people in the office have made their political affiliations known,
but it did not come up when they were looking at cases. None of these
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people who made their political affiliations known worked on these advocacy
cases. Nobody on the advocacy cases made disparaging remarks about
Republicans, the Tea Party, or similar organizations.

b6 -2,3
b7C -2,3

had a lack of research skill. A reviewer needs to look at rulings
to make sure they are consistent. There is nothing different between him
and others in their approach to working cases other than pulling cases in
research. [::::::]point of view did not impact his decisions. The cases
were awaiting Chief Counsel input. There was really nothing[:::::kould do
between March and August until he had input from the Chief Counsel’s
office.[::::::::]competently worked the cases. She had difficulty in
catching up and picking up cases from someone else. She had to modify pg per CRM
letters. [:::::::::]came to her with several guestijons. Her b7cC
political affiliation did not come into play. interactions
witH were minor. She has no knowledge of his political affiliation.

b3 -1
b6 -2,3
b7C -2,3

reviewed documents on a laptop shown to her by Attorney
She reviewed a case history snapshot of th%[::::}ase. She

identified what appeared to her to be handwriting on an EOD
document. She identified a "TE/GE Case Chronology Record", which she
described as a case history for EOD. She also identified an "EP/EO Case
Chronology Record", a document she identified as an EOD chronology. She
had not seen the sheet since March 2011 in the file. It was typed and from
EOD. | |identified an SCR dated 11/18/2010 with track changes.
(NOTE: copies of all of the documents identified by] lvill pe
maintained in the 1A section of the case file). She did not help with this
SCR. She assisted with similar versions in June and July 2010. Some of
her projects have been on the Be On the Lookout, or BOLO, report. She has
seen a version of the BOLO. She does not know how the BOLO list was
created. The screening criteria were very different from the BOLO list.
The BOLO list does not contain criteria. It contains a bigger picture of
several topics. It is not as detailed as screening criteria or a
checklist. By the time a case comes to EOT, it has been through those
processes. They do not look at processes that occurred before. She would
not have noticed the processes by the time the case came to her.

b6 -2,3

| |reviewed a 09/22/2011 e-mail chain between her and b7C -2,3

|was taken off the cases and the office was undergoing an IRP.
| believes IRP stands for Inventory Reduction Project or Process.
The office received 1000s of applications from January to June. All of
the IRP cases were sent to EOT to be worked by a group. The cases were
given a quick look rather than full development. Letters were sent to the
taxpayers and the cases received intermediate review.- The third bucket of
cases received more thorough development. High grade 13 and 14 employees
worked the cases. The purpose was to reduce the inventory in Cincinnati.
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Five to ten people sat on the IRP and worked 1000s of cases, not just
political advocacy cases. The goal was to meet a number of case closures
before the end of the fiscal year. They were told the IRP had _to meet a
certain percentage of closures and that IRP was the priority. b6 -3
b7C -3

needed to develop the cases she had. As they went through the development
process, they put things aside to work on IRP.
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NANCY J. MARKS, also known as NAN MARKS, date of birth
| Social Security account number residence address
| | was interviewed at the
offices of the Department of Justice (DOJ), located at 1400 New York b6 per CRM

Avenue, Washington, D.C. 20005 Present during the interview were DOJ b7C
Attornevs |and MARKS' attorneys

| and Treasury Inspector General for Tax Administration
(TIGTA) Special Agent During the interview, documents were
shown to MARKS and hereafter those documents will be referred to by their
respective bates numbers or other identifying information and copies will
also be maintained in the 1A section of the case file. After being advised
of the identities of the interviewing Agents and the nature of the
interview, MARKS provided the following information:

MARKS received her Bachelor’s degree in Biology and Psychology from
Boston State University. She received her Juris Doctor from Suffolk
University. MARKS joined the Internal Revenue Service (IRS) in June 1973
and retired from the IRS on August 3, 2013. In 1981 she joined the Office
of the Chief Counsel (Counsel) with the Treasury Department. In June or
July 2000, that office became part of the IRS. In 1982, MARKS moved to the
Civil Rights section of DOJ, but then went back to Counsel in 1985, where
she was until late 2011. She then moved from Counsel over to the IRS,
While at the IRS, she held positions including auditor, revenue agent and
appeals officer. When she left Counsel, she was the Associate Chief
Counsel for Tax Exempt and Government Entities (TEGE), a Senior Executive
Service (SES) position. When she rejoined the IRS in 2011, she became the
Senior Technical Advisor to the TEGE Commissioner, a non-SES position. The
TEGE Commissioner at that time was JOSEPH GRANT, who was filling in for
SARAH HALL INGRAM, who had been moved over to help on the Affordable Care
Act (ACA). INGRAM and STEVE MILLER, Deputy Commissioner of Services and
Enforcement, talked to MARKS about her coming over from Counsel. MARKS
knew MILLER since the late 1980’'s when she worked in Employee Plans and
Exempt Organizations (EPEQO). MILLER was special counsel at that time.
MARKS knew GRANT before he joined the IRS, when he worked sporadically with
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the IRS in the 1990’s in his position with the Pension Benefit Guarantee
Corporation.

Continuation of FD-302 of INterview of Nancy Marks on 09/16/2013

No one reported to MARKS in her position as Senior Technical Advisor.

The biggest area of her work in the advisor position was published guidance
in pension work. Occasionally LOIS LERNER would pull MARKS in to help on
issues with Counsel. MARKS knew LERNER from when MARKS supported LERNER’Ss
programs when MARKS worked in Counsel. MARKS did not have toomuch
interaction with LERNER initially while she was in Counsel, as
was the attorney who worked with LERNER. However when

moved to work on the ACA, MARKS worked more often with LERNER.

One issue that LERNER brought MARKS, in her role as Senior Technical
Advisor, in to help with was when LERNER’S people wrote guidelines on the
determinations process. These guidelines had to be reviewed by Counsel
since they would be made publicly available. Guidelines were made public
so that the public could know about what the IRS was doing. Counsel had
stripped out a lot of information from the guidelines that was helpful, and
therefore left a lot of questions to be dealt with. LERNER was at a
“loggerhead” with Counsel. LERNER wanted MARKS to help on the issue since
she had worked in Counsel before. MARKS knew that there were cases in
inventory and Exempt Organizations Determinations (EOD) needed guidance.
She knew that there was not much guidance on 501 (c) (4) organizations. Two
questions that surround 501 (c) (4) organizations include: what is political
activity; and what is the amount of political activity allowed? EOD was
trying to treat the term “political” the same as found in other guidance.
The problem was that the term “political” could mean different things in
different sets of guidance. Counsel’s viewpoint was that other information
and guidance about the term “political,” as found in other guidance and
rulings, was not applicable across the board. MARKS attended a meeting
with JANINE COCK, pbf Counsel on the issue.
Counsel could be condescending to LERNER' s people, and LERNER protected her
people, so MARKS tried to help bridge the gap. LERNER is very volatile.
When something upsets LERNER, she flies up into the rafters and yells and
targets people, then she settles down and figures it out in a rational
manner. She then becomes very reasonable again. MARKS tried to “broker
reasonableness” on both sides, however the issue was taken over by the
complaints the IRS started receiving regarding the 501 (c) (4) groups.

b6 -3

The only recollection that MARKS had regarding the 501 (c) (4) cases b7C -3

while she was at Counsel was a status meeting where her notes reflected
that she was told that HOLLY PAZ was:| and I:lwas acting in
her place. [:::::Ftated that people 1in Cincinnati in Exempt Organizations
Determinations (EOD) were seeing 501 (c) (4) applications with political
activity and there might be a request for assistance on the matter.
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In March 2012, MILLER called a meeting about the 501 (c) (4) area. He
had two objectives for the meeting. The first objective related to
discussing the increased allegations in the press and Congressional
inquiries about the IRS’ handling of these cases. The second objective was
to discuss who would go to a Congressional hearing about the IRS’ handling
of 501(c) (4) applications, since it was probably not going to be IRS
Commissioner DOUGLAS SHULMAN. It was probably going to be MILLER or
INGRAM. MARKS attended several meetings over the course of the next couple
of weeks regarding the hearing and these cases. The first meeting was with
MILLER at the IRS office located at 1111 Pennsylvania Avenue. LERNER was
not at this meeting. NIKOLE FLAX was either at the meeting or MARKS spoke
to her shortly after the meeting. She is not sure who else was at this
meeting. MILLER wanted her to look into the issue of how these 501 (c) (4)
cases were handled and find out what the problems were. MARKS also
attended meetings with GRANT at the IRS office located at 999 North Capitol
Street, as well as meetings with LERNER and PAZ.

There was a letter directed to TIGTA that was reported in the press and
included allegations about the IRS. JOE URBAN flagged the issue and sent
it out to people in the IRS. MARKS reached out to GRANT and told him she
thought TIGTA should look into the allegations. GRANT agreed and flagged
it for either FLAX or MILLER. MARKS was told that TIGTA had already been
asked to look into it.

The issue of the handling of these 501 (c¢) (4) applications overtook the
guidance issue that Exempt Organizations (EO) had with Counsel. The
guidance would no longer be effective enough to get the issue back on
track. MARKS told LERNER and PAZ she would need their people to help her. b6 -2,3
PAZ seemed thrilled. LERNER offered MARKS assistance. LERNER was already P7¢ ~2,3
frustrated about Counsel and the guidelines, and she was on leave the first
week in April 2012. MARKS asked LERNER to have her people review the
development letters that went out to these organizations to determine if
they were “out of line,” which was being reported in the press.
Icame up with a list of eight questions from the
letters they thought were an issue.

MARKS was able to get access to TEDS, the IRS case management system, b6 -2,3
however it was not helpful because the files in TEDS were not complete. b7C -2,3
The most helpful information was probably going to be in the physical
files. At this point, it became apparent that MARKS needed to go to
Cincinnati. INGRAM told MARKS that MILLER really wanted this done and she
helped MARKS with suggestions for people to go with MARKS. MARKS talked to
INGRAM and ROBERT CHOI about using Employee Plans (EP) people for this
review, however they really were too far removed from the issue.
who did not have much previous experience, URBAN, and PAZ were
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selected to help MARKS. PAZ would help with logistics in Cincinnati.

MARKS had met with a few times in Washington, D.C. (DC), and
MARKS aske4 ito get all The case files sent to Cincinnati. [::::::]
walked them through the procedures of how cases were worked, and now some
procedures, like the ones related to the BOLO, were being updated.

One objective for going to Cincinnati was to become familiar with the
operation from beginning to end so that they did not craft a solution that
did not fix the problem. BAnother objective was to talk to people in the
Cincinnati office to get an idea of what they were doing, why they were
doing it, what were they worrying about, and what was the history of the
issue. A third objective was to review the files and find out where the
problems were. They wanted to see if there was anything to worry about in
the files. Lastly, they wanted to accomplish all of this without “pissing
off TIGTA.” Sometimes when TIGTA looks into a problem, they don’t want
people to know they are doing it. MARKS did not want it to appear like b6 -2,3
they were cleaning up the problem and coaching people on what their answerb7C -2,3
to TIGTA should be. So
|called TIGTA to tell them this was what MARKS’ group
was doing. MARKS stated they accomplished the objectives laid out for the
trip.

MARKS’ group traveled to Cincinnati on April 23, 2012. They toured the isc_féSS
Covington office and then went to the processing office in Cincinnati. !
MARKS asked[::;:::]to gather personnel who had worked on these cases.

MARKS and her team met with most of the personnel in a meeting, and then
met some additional personnel in a second meeting. What MARKS took away
from her meetings with personnel in Cincinnati was that those people cared
about their jobs and doing the right thing. They received these cases that
had fair amounts of political activity and they were not sure how to work
them; specifically they were not sure as to the threshold for the amount of
political activity that was acceptable. Cincinnati seemed “hyper active”
to the presence of political activity. Cincinnati was used to working

501 (c) (3) applications, however they were not as familiar with working

501 (c) (4) applications.

b6 -2,3
b7C -2,3
b3 -1

A manager named told his people to search for 501 (c) (4),
501 (c) (5), and 501 (c) (6) applications with political activity. The first
case brought tol attention was a Tea Party case. He wanted his
people to find other cases with similar behavior, and the behavior he
wanted was political activity. However, during one of the meetings with
MARKS’ team, it became clear that other people took this to mean they
should look for certain terms like "“Tea Party.” Some people thought all
“Teag Partv” cases were the same, much like how all cases associated with
the are the same. screeners had group
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meetings where they discussed thap if thewv saw caseg with political
activity, they would send them to felt like she was
not getting the right cases sent to her; that it was an imperfect capture
of cases. It was not until much later that MARKS saw information that

was only looking for Tea Party cases. This was not conveyed at the
meetings MARKS held in Cincinnati. |appeared to have asked for
political behavior. After the meetings, MARKS received copies of the
BOLOs. The BOLO showed that at various points the criteria called for “Tea
Party” name, and then later the ideology.

MARKS heard enough from the people in Cincinnati to realize that there
was a problem with screening the cases and working the cases. She went
back and met with MILLER on May 3, 3012. She told him that Cincinnati was
categorizing cases based on name and ideology, not just activity.
Cincinnati did not understand that using this shortcut was a problem. When
MARKS told MILLER this, he threw his pencil across the room and said, “Oh,
shit.” FLAX was possibly there, but MARKS is not sure who else may have
been there. It was a small group. LERNER and PAZ were not there. MARKS
identified four problems from her trip. The first problem was that the
criteria for selecting cases was wrong, but it was nothing animus.
Secondly, taxpayers had been asked questions that were burdensome, which
was a function of the IRS revenue agent, not the taxpayer. Thirdly,
Cincinnati had asked for help from DC repeatedly, and not received it for
over two years. Cincinnati was fearful of “doing it wrong.” This was not
unprecedented. While the legal issue was not new, the volume of cases
was. Lastly, there was a lack of management oversight on these cases.

MARKS’ team found that when they looked at the cases, about a third of
the cases had the names used to categorize, but two-thirds did not. Those
two-thirds, however, did have the behavior of the issue, which was
political advocacy. MARKS did not know if this was due to the change in
the criteria of the BOLO over time, or not. MARKS’ team looked for bias, a
belief that the taxpayers were bad, or discrimination. MARKS did not hear
any of this in her meetings in Cincinnati. After looking at the files, it
appeared that the problems were more indicative of who worked the cases, as
opposed to who the taxpayers were. PAZ appeared shocked by the extent of
what MARKS’ team found, but MARKS is not sure how surprised PAZ was by the
terms used to describe the cases. MARKS would not have expected for MILLER
to be told about these cases by LERNER. LERNER “ran her shop” in a way
that if she found a problem, she would fix it. As to whether the issue
should have been raised up the management chain; that would be up to the
person. Personally, MARKS would have wanted LERNER to raise it. However,
EO is a small piece of Services and Enforcement.

b6 -3

When moved to a different group, the cases went to bp7C -3
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For whatever reason, he just held the cases instead of working them.

headed up a group to work the cases. His prior experience
included credit counseling, which helped make sense as to why the
development letters were filled with everything for large sophisticated
cases, despite the fact these cases were smaller, not as sophisticated, and
were very different from each other. When Cincinnati originally sent the
cases to DC, they told DC that they had issues and sent sample cases to get
DC familiar with the cases so .DC could help Cincinnati sort out the
issues. Cincinnati had hoped that this would lead to templates they_could
use. The cases were assigned tol korked the cases.
was not the fastest worker, but MARKS was unsure of what else he was
working on. When she interviewed he felt templates would not work
because the cases were too disparate. These cases had to be crafted around
the facts and circumstances. It was unclear if this was communicated up
the chain. The prevailing thought had seemed to be that a template would
be produced. However, in June or July of 2011, Cincinnati was told that a
template would not work. One year seemed like a long time to MARKS for
this to be decided. While some of the delay was understandable, it just
took too long. Around that same time, Counsel was brought in and they
wanted more development on the cases.

The BOLO terms, which were wrong, had been fixed, but then they
reverted back to unacceptable criteria. No one was checking it. LERNER
was working on auto revocation at the time instead of following up on the
backlog of advocacy cases. PAZ wrote a procedure that required management
approval to make changes to the BOLO. MILLER thought that was a good.
MILLER - knew the management challenges of working in EO. EO was overwhelmed
and under a lot of scrutiny.

MARKS met with PAZ, GRANT and LERNER after her initial visit to b6 -2,3
Cincinnati. GRANT had seemed surprised when MARKS told MILLER about the b7C -2,3
issues in Cincinnati. MARKS was cynical that regular training would help
Cincinnati. PAZ felt the same way, and they both felt like they needed to
“hand hold” Cincinnati on this issue and conduct a workshop. The training
entailed working through sample cases. LERNER did not think Cincinnati
could handle the cases, and she wanted them moved to DC. GRANT and MILLER
agreed with MARKS that with more than 300 cases, DC might become
overwhelmed. Cincinnati had the people to handle the cases. MARKS
recommended to MILLER that she and her team go back to Cincinnati, conduct

training and review files. Cincinnati was confused on how to work the
cases and the people there had many different viewpoints on how to work
them. MARKS wanted to get the cases “unstuck.” She and her team went

back to Cincinnati, conducted training, and began “bucketing” the cases.
[:::::]led the bucketing exercise after the training. MILLER got involved
with regard to who was involved in the bucketing. MILLER did not want[:::::]
UNCLASSIFIED/
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involved. MILLER felt that despitel background in credit counseling,
that did not use good judgment in handling the cases. MILLER also
wantedl |counseled regarding the criteria that was used to select
cases. MARKS later learned thad[::::::]was not counseled the way MILLER
wanted it to happen.[:::::::]counseled all the managers, not jusq[:::::::]
because she did not think he was to blame for it. MILLER asked for weekly
reports on the bucketing, particularly on how many approvals were made.
MARKS stated applications were getting approved. SHULMAN was “all over
this” issue when the bucketing began.

There is a culture in the IRS regarding how to handle EO applications.
That culture emphasizes that DC should be walled off from EO applications
because the IRS does not want the appearance of political involvement from
DC in these types of applications. MARKS remembered that when she started
in 1973, the IRS had targeted taxpayers, and as a result the IRS was
reorganized and divided into regional groups thereafter. A tough question
that IRS management was dealing with was how much does DC stay involved in
these cases to make sure the issue was fixed without creating the
appearance of involvement for political reasons. MARKS was not very
involved in the day to day operations surrounding these cases after the
training was conducted.

The next time MARKS really got involved with the cases was when she bé -2,3
received the draft TIGTA report. She worked with PAZ and to evaluate b7C -2,3
whether TIGTA had found things they had missed or whether they agreed or
disagreed with items in the report. Overall, MARKS felt like the report
found the same stuff she and her team found. They did go back and forth
with TIGTA on a few things. An example of something they went back and
forth on was whether the IRS asked TIGTA to look into the issue and conduct
an audit. The report did not mention this, but it was MARKS' understanding
that there was a conversation between TIGTA and MILLER, but it was not
documented anywhere. A couple of times during the review of the draft
report, LERNER expressed her view that this was a Cincinnati problem, and
she wished that was made clearer in the report. PAZ and MARKS did not
think that view was right, rather they both felt it was more a systemic
problem. MARKS did not view LERNER’s attitude as one that was “scape
goating” Cincinnati, but rather it was how LERNER really felt.

While the American Bar Association (ABA) meeting was a good place to
get guidance out and receive feedback, MARKS was surprised at LERNER’s
comments. MARKS did not know LERNER was making the comments, and she was
surprised because the TIGTA report had not been released yet. MARKS did
not feel that language should be used that distanced the IRS from the
issue. LERNER told MARKS that she was misquoted about some part of her
comments. A lot of people felt that LERNER orchestrated the ABA comments.
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MARKS later got the impression that LERNER and MILLER may have had
conversations about the ABA comments. MARKS did not have any discussions
with MILLER about LERNER’s comments after the fact. LERNER’s comments
showed “spectacularly bad judgment.” MARKS stated that hindsight being
20/20, it was a “dreadful” idea for LERNER to make the ABA comments.

After the report came out, Legislative Affairs, scheduled
a series of meetings. Although MARKS was not part of the planning of these
meetings, she was supposed to go to Capitol'Hill (Hill) to attend them with
FLAX and had met with several committees and offices just
prior to the report being released. MARKS read the report in order to
prepare for the meetings. She was not given any talking points. MARKS had
a meeting with FLAX in the car on the way to the Hill. The purpose of the
meetings was to get people up to speed on what happened. FLAX and MARKS
kept changing their approach with each meeting. When MARKS got back to her
office that night,. 3if was cleayr that peonle were very upset. She met with
IRS media people, MILLER and FLAX to discuss
how they could explain the issue. They talked about what “Q&A” sessions
they could do to help people understand.

MARKS was not sure if it was that night or the next day that MILLER
told her he would be leaving the IRS. MARKS had one conversation with
MILLER when the press reports about “rogue agents” came out. MILLER said
he absolutely did not say that, and he was very adamant about it. That was
after he met with someone’s staff in Congress. received a letter
from Congressman DARRELL ISSA that wanted LERNER to appear at a hearing
almost immediately. LERNER was in Montreal, Canada for her anniversary.
MILLER asked MARKS to call LERNER. MARKS called LERNER and read her ISSA’s
letter over the telephone. The letter suggested that LERNER lied to
Congress and it stated that was a crime. LERNER cried on the telephone and
asked MARKS what she should do. MARKS suggested that she contact
Legislative Affairs and talk to them. GRANT went into a severe depression
after everything happened. He could only cry when something came up
regarding this situation. He was asked to leave the IRS. When he left he
was very “despairing” in his departure, not because he had done something
wrong, but because his position and status were very important to him and
now they were gone.

SHULMAN testified in 2012, but MARKS was not involved in the briefings
leading up to it. 1In fact, MARKS did not know that SHULMAN had spoken
about the 501 (c) (4) issue until after he_and MILLER testified together in

May 2013. SHULMAN’s Chief of Staff was Last Name Unknown (MARKS
did not remember his last name.) MARKS did not know if MILLER briefed up
the chain after the May 2012 meeting where MARKS laid out the issues in
Cincinnati.
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There was a press report that thse was
approved on a very fast basis. While a very fast approval is not
impossible, it is uncommon. Someone brought this to MARKS’ attention, and
since there was no real leadership left since everyone had left, she asked
someone to review it. If it seemed accurate then she would forward it to
TIGTA. helped reach out to TIGTA for MARKS on this issue. There was
another case, based on the facts of the case, that should have gone to the
501 (c) (4) political activity group for development but did not. Instead it
sailed through and got approved. This case was brought to MARKS’ attention
by MARKS could not remember the name of the group. There was also
concern in EO about newspapers and media outlets applying for 501 (c¢) (3)
status, but MARKS had no knowledge about it.

PAZ was present during MARKS’ TIGTA interview. PAZ’s presence during
her interview seemed fine at the time, and in fact was helpful to MARKS as

PAZ helped her remember names. It did not seem unusual at the time for PAZ
to be there.

MARKS was shown an e-mail dated May 16, 2013 from “Marks Nancy J” to
“Marks Nancy J” with the subject “You keep saying this is Cinn. Why.”
MARKS wrote e-mails to herself to remind herself about stuff. She could
not remember this e-mail or why she wrote it.

MARKS was shown an e-mail chain dated May 15, 2013 between MARKS and

| This address belongs to a personal friend of MARKS,

(ph), who was the Acting Director of | |

This e-mail exchange was after MILLER had been asked to resign. | |was
friends with MILLER and she had previously worked for him. In the e-mail

states, regarding LERNER, that “they’d better fire her because she
doesn’t deserve to resign.” MARKS stated this sentiment was not the common
view after what happened.

MARKS noted that after everything had happened was
followed home from the school bus stop one day and a process server tried
to break into PAZ’s house. MARKS received death threats and MILLER had
people protecting his family.

MARKS was shown a set of handwritten notes (GRANTO0O000030-37). The
notes were not hers.

MARKS had no knowledge of targeting at the IRS based on political
viewpoint. She had no knowledge of anyone not observing the litigation
hold or preserving documents. She did not know of anyone trying to
obstruct investigations into the matter. At time the litigation hold was
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put into effect, GRANT was not focused on it and had not searched his
documents on the matter. MARKS urged him to search his documents and then
GRANT did do it.
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HOLLY PAZ, date of birth (DOB)| | social security account b6 -2,3,4
number (SSAN) | residence addressl | b7C -2,3,4
home telephond was interviewed at

the offices of the Department of Justice (DOJ), located at 1400 New York

Avenue, Washington, D.C, 200 Al ent during the interview were DOJ
Attorneys and | PAZ’'s attorneyl b6 CRM

. . . . b7C
and Treasurv Inspector General for Tax Administration (TIGTA) Special Agent
(SA) Prior to this interview PAZ provided a copy of her
timeline of employment with the Internal Revenue Service (IRS). This

document will be maintained in the 1A section of the case file. During the
interview, documents were shown to PAZ and hereafter those documents will
be referred to by their respective bates numbers or other identifying
information and copies will be maintained in the 1A section of the case
file. After being advised of the identities of the interviewing agents and
the nature of the interview, PAZ provided the following information:

PAZ received her undergraduate degree from Alleghany College and
graduated from Law School at the University of Pennsylvania in 1999. She b6 -2, 3
worked in the tax area while in private practice until she joined the IRS P7C -2, 3
in May 2007 in the Office of the Taxpayer Advocate. She was the Acting
Manager of Exempt Organizations (EO) Technical Unit in September 2009, and
became the permanent manager of EO Technical in September 2010. She

r ROB CHOI. PAZ was on[::::::::]leave from[:::::::::] until
She became the Acting Director of Rulings and Agreements (R&A)

in January 2011.

In late February 2010, in her position as Acting Manager EO Technical, b3 -1
she received an e-mail from about the application from the b6 -3
[ The email discussed that was planning to b7C -3

spend a certain amount of funds to conduct political campaign
intervention. The Internal Revenue Manual (IRM) section 7.20.4.1 discusses

what cases have to be transferred to EO Technical. was contacting
PAZ to see if EO Technical wanted the cases. PAZ does not recall whether
the case was a "must take" or a "can take." EO Technical will often take
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cases that have a national impact as opposed to a regional impact.
Additionally, 2010 was an election season and the issue of how much
political activity and what constitutes political activity for a 501 (c
organization is a difficult issue. EO Determinations had gotten the i

) (4)

ssue

of political activity wrong in the past. FEOQO Determinations approved an

application for either PAZ could not remember

which, where the practitioner who filed the application was so surprised by
the approval that the practitioner contacted the IRS national office to

verify the approval. PAZ did not consult anyone when she accepted the
case into EO Technical.

Two weeks later EQO Determinations found another 10 cases that were

b3 -1

similar to and[:::::::ksked PAZ via e-mail whether she should send all b3 -1

10 to EO TelmmnrIcal. PAZ only wanted one or two cases in order to see what

the issues with the cases were and asked to hold the rest. It
difficult to give instruction on the cases until the actual files are

b6 -2,3

. b7C -2,3
1s

examined. It is not uncommon to review a few cases and hold similar ones

in order to provide consistent treatment. PAZ then went on

the next day and was not in EO Technical when the cases came in.

was acting in PAZ’s place while she was gone.

It was understood that when EO Technical received the cases, it would

review them and come up with a plan of action. At the same time, EO
Technical had received a similar request for assistance regarding
foreclosure assistance. Foreclosure assistance cases were sent to EO
Technical and they were working on a template. This was a typical
practice, but it was not formal policy.

PAZ had experience with political cases. PAZ is not sure how familiar
she was with the Tea Party in February 2010. [::::::]did not specify how bé -3

Cincinnati came up with the other cases; PAZ was acting on the assumption

b7C -3

they were involved in campaign intervention. PAZ does not recall having
conversations with bbout the cases outside of the e-mails. PAZ had

not reported up to CHOI as it was not needed at that point. While the

potential media interest and political sensitivity were considerations, PAZ

did not think this was different than other sensitive cases they dealt

with.

When PAZ came back from she returned as a manager
Guidance. She had no discussions about these cases while she was out
when she first got back. In October 2010, forwarded
memorandum that wrote regarding his work on these cases.

in EO

or

her a b6 -2,3
This b7C -2,3

memorandum provided more information than was in the Sensitive Case Report

(SCR). It was forwarded to her just for informational purposes.

PAZ was shown two e-mails with SCRs attached for the Tea Party for the

UNCLASSIFIED/
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months of October and November 2010. A SCR is a one or one and a half page
summary of cases deemed sensitive in the office. Large amounts of money
and congressional interest are two reasons cases may be deemed sensitive,
PAZ reviewed SCRs over e-mail as the manager of EO Technical. Either EO
Technical or EO Determinations can initiate an SCR. Group managers gather
the SCRs in their group and send them to the EO Technical manager for
review. PAZ would review them and edit them if they were not well

written. She would meet with CHOI and walk him through the SCRs on a b6 -2
monthly basis. They did not always meet, however. PAZ does not recall if b7C -2
she met with CHOI on the Tea Party SCR. She would review all SCRs with him
if she did meet with him. There were usually 20 SCRs ongoing at the same
time. SCRs would get briefed up the chain. |would get her SCRs
together and send them to EO Technical, who would give them to the R&A
Director. The R&A Director would decide which ones should go up to the EO
Director, who was LOIS LERNER. CHOI would select certain cases and send
them to E::::::::] who worked for the Commissioner of Tax Exempt and
Government Entities (TEGE). would then decide what goes to the IRS
Commissioner. Usually the cases that were briefed up were ones close to a
decisilon point. The Tea Party SCR was not at that point. PAZ does not
recall whether it was briefed up. The use of the Tea Party term did not
raise discussions at this point.

In November 2010 asked for a case status. PAZ talked tol | 230_33
and was working his cases and seeing the cases
worked. The cases were factually distinct, and therefore it was TIoC
possible to create a template for them. PAZ toldl |they were still
working the cases and had not come up with a template. continued to
work and review the cases and discuss the cases withl | The cases
were still in development. It had been roughly six to eight months since
the cases had come in, and the back and forth involved in case development
takes time.

b6 -3
In December 2010, checked back on the status_of the cases [:::::]

b7C -3
| the reviewer on the cases, recommended thaf review

the cases. | had expertise in these types of cases and had been
asked to review cases before. PAZ reported this tol |could
take a while to review cases. At some point, PAZ was informed that

had taken over for[:::::::] PAZ did not know that| Ftoppec

working the cases. PAZ had no direct contact with EO Determinations
managed their people; however PAZ would expect EO Technical to be in the
locop about decisions made on cases. indicated that more cases were
coming and over time[:::::]expressed concern that it was taking too long.
PAZ saw after the fact in[[ ] congressional testimony tha& |
was not happy with how the cases were going.

UNCLASSIFIED// (0]
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| never raised any issues withl |as of the fall of 2010. b6 -3

Many applications and private letter rulings (PLR) were three years old in p7C -3
EO Technical. When PAZ took over EO Technical they had a backlog of work.

There were non-confrontational managers who had personnel with issues, and

therefore the personnel were not being held accountable for the backlog.

PAZ spent very little of her time on the Tea Party cases. They used Tea

Party as the name of the group of the cases. [:;;:;;]nemorandum used the

name Tea Party in quotes. PAZ thought they used the name as the group.

Only half of the cases had Tea Party in their names. She understood the

issue was campaign intervention.

In January 2011, PAZ became acting Director of R&A. took 230_33
her position as manafer over EO Technical. took over the SCRs. She

met monthly with and monitored the progress and followed up on the
cases. She kept following up on |involvement. For whatever
reason —the meeting withl did not occur until April 2011. PAZ
nagged o get to this step. |was trying to make stuff happen.
His resources were strained. The Affordable Care Act (ACA) caused issues
with tax exempt hospitals and there was the auto revocation issue. There
were lots of competing priorities. PAZ does not know why had not
met with them yet. PAZ had not reviewed the cases herself.

When PAZ initially got the acting R&A position, it was only supposed to
be temporary, as management was going to bring someone else in. So PAZ met
with LERNER because PAZ needed to run stuff by her since PAZ would only be
temporary. She sent the SCRs in a chart form to LERNER in February 2011.
LERNER looked through them and e-mailed her back regarding the advocacy
cases and said they needed to go to[:::::::]and IRS Counsel (Counsel). b6 -3
was on this e-mail exchange. LERNER had comments on other SCRs in the b7c -3
same e-mail exchange. PAZ wanted the[:::::::]meeting to happen so0 she
could give her input before going to Counsel. When EO Technical met with
in April 2011,| |suqqested sending the cases to Counsel.
reported back to PAZ thaf wvanted to send the cases to Counsel
and that they needed more development. | |had an initial recommendation
for the cases which PAZ had not reviewed, but she knew that one was an
approval and one was adverse.

EO Technical sent the cases to Counsel and got feedback from them.
Another case, | |, was being worked by[:::::] b3 -1

[::::;::::]and it was sent over and lumped in withl |cases because of b6 -3
similar issues. It came to EO Technical in late 2009, | was b7c -3
the initial specialist who had it, but he left the IRS. The case had
campaign intervention issues.

In May 2011, LERNER inquired about during a meeting.

UNCLASSIE o]
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LERNER wanted to know whether had an application in with the
IRS. PAZ is not sure what prompted LERNER to ask aboutl| |
PAZ followed up with[::::::ﬁ who told her they had received an application b3 -1
and it was pending in EO Determinations. She also told her it was routed b6 -3
into the advocacy and Tea Party cases. There were no conversations about p7C -3

the Tea Party name at this point. LERNER wanted a copy of the

case to go to[:::::::]for review. PAZ reminded LERNER that they had
these advocacy cases. LERNER asked to have a briefing on the advocacy
cases. She wanted to know about the status of the cases and what the
issues were. LERNER routinely asked for briefings on issues, so this
request was not unusual.

In preparation for the briefing, PAZ told [:::]to prepare a briefing b6 -3
paper which included a summary of the cases in EO Technical, the issues b7C -3
involyed. and the next steps they were planning to take. In June 2011, PAZ
asked to find out what criteria were used to select the cases. She
asked this based on saying the cases were very different
the manager over screening, responded to[::::::] who then forwarded
his response to PAZ. While preparing the briefing paper, PAZ realized the
number of pending cases.

The issue sparked BAZ tao laook into what criteria were
being useéd to select these cases. jid not have Tea Party in
the name and seemed to be Republican. PAZ asked as PAZ knew the b3 -1
cases had been pulled out of screening. PAZ was shown an e-mail chain Esc_?S
dated June 2, 2011 (bates GOV-EMAILS-000053-GOV-EMAILS-000054).
[:::]was not the reason she asked about over inclusion in the e-mail,
but it made her wonder what was being included. PAZ was not saying

was an over inclusion. She also saw growing inventory and a
Targe range of issues. She did not know whatl Mas exactly,
but they may have been involved in campaign intervention. They were also
in the press and there were allegations that the organization was engaged
in inappropriate criteria. Over inclusion would mean getting stuff that
was not campaign intervention. For example, if a 501 (c) (4) does strictly
lobbying, it should not been in this group of cases. Past experience with
EO Determinations Quality Assurance (QA) was that there were issues with
lobbying.

PAZ received the criteria frod[:::::::] His response listed specific b6 -3
names and certain policy issues, not campaign intervention. PAZ scheduled b7C -3
the June 2011 meeting.l |felt| briefing paper was lacking and
needed time to redo it, so he asked her to push the briefing back.

The briefing was moved to July 5, 2011. PAZ did not brief LERNER
beforehand. The concern was also equally that there was under inclusion;
that they were leaving cases out.

UNCLASSIFIED// (%
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Calling the cases Tea Party cases was just shorthand. for a group of
cases involved in campaign intervention. Not all cases had Tea Party in
the name. PAZ knew this from the names of cases she saw in the fall of

2010.

The Emerge cases involved organizations that acted as training
academies for Democratic women. These cases received These cases b3 -1
were received prior to the Tea Party cases. These cases were viewed on

their own merit.

PAZ discussed with that the criteria used by EO Determinations in b6 -3
screening needed to be in the briefing. During the briefing in June 2011, b7¢ -3
briefed on the BOLO. During her congressional testimony on this

matter, PAZ was shown an e-mail from March 2011 that she received from

[::::::]about international issues. At the end of the e—mail,l

mentioned that the BOLO was attached. PAZ got the answer she needed from
the e-mail itself and does not remember reviewing the BOLO at that time.

PAZ understood the issue was broader campaign intervention, not just the
Tea Party.

When PAZ saw the names from response, she thought "oh boy" as bé -3
she knew there might be an issue. PAZ was not worried about there actually b7c -3
being discriminative behavior, but the perception of such behavior. EO
Determinations had things blow up on them in the past, and the appearance
of bias is just as bad as there actually being bias because of the public
trust.

PAZ was shown an e-mail dated June 27, 2011 with the briefing paper
attached (bates GOV-AUDIT-000293 - GOV-AUDIT-00029%94). PAZ stated there
were e-mail exchanges about the briefing but she does not remember_ an
meetings beforehand. She got the draft of the briefing paper from[::f::::]

[:::::] There was not a need to express the concerns in the paper: the paper

should just list the facts to be presented.

httended the briefing with
LERNER. discussed the briefing paper. The meeting lasted about one
hour. LERNER worried about the perception of the criteria used to select
cases. LERNER typically was loud and boisterous in meetings. LERNER
reacts loudly and quickly and then becomes practical. PAZ does not recall
how LERNER reacted at this meeting. LERNER directed that the Tea Party name
on the BOLO be changed to advocacy groups. They discussed calling the
cases advocacy cases and changing the criteria on the BOLO to advocacy
issues. Prior to this meeting it never seemed that the name was an issue.
There was some confusion about the issue with these groups, whether it was

b6 -3
b7C -3
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campaign intervention or whether it was the media attention of the Tea
Party. Campaign intervention by 501(c) (3) organizations was in the press
at the time.

EO Technical was going to work on a template/guidesheet to help
Cincinnati. PAZ was supposed to reach out to NAN MARKS and Counsel. PAZ, b6 -3
MARKS, LERNER, JANINE COOK and of TEGE Counsel had a briefing b7c -3
later in July 2011. The brief was about them (EO Technical and Counsel)
working together going forward and about general issues related to the
cases. There was a staff level meeting between EO Technical and Counsel in
August 2011. Counsel had complained in the past about being brought in
late as opposed to early in the process. Counsel was brought in early on
this issue. | kalled PAZ to ask about the purpose of the August
meeting in light of the July meeting they just had. In the August meeting
Counsel said they needed more information, which was not surprising to PAZ,
as Counsel often wanted more information and wanted perfect information.
PAZ was frustrated.

b6 -3

would provide the guidance, with Hoing the
. . ) . . b7C -3
work and reviewling it had a conversation with PAZ abou | |

andl |concerns about the speed and quality of[:::::]work.
reassigned the advocacy cases td

PAZ was in Cincinnati in September 2011 on unrelated work. She talked
witﬂ[::::::]about the cases, as they had an inquiry from an attorney about
a specific case. PAZ hadl |look at the file. The application
was in the advocacy cases group but should not have been. PAZ, and

reviewed the case together. and PAZ then discussed having a
triage of these cases to get approvals out as quickly as possible. PAZ had
try and re-screen cases. PAZ then went onl Fgain in
October 2011. PAZ learned later that this triage analysis was emailed
out. was acting while she was out from October 2011 until
February 6, 2012. PAZ provided nformation and briefings on the cases
before she left. PAZ was not brrerrmy LERNER regularly on the issue. The
action items from the briefing were still in development.

b6 -2,3
b7C -2,3

About a week or two after PAZ returned in February everything “blew
up.” Development letters that were deemed burdensome were in the press and
were getting Congressional attention. They needed to look at the
applications in conjunction with the development letters. PAZ asked[::::::] b6 -3
for copies of all of the development letters. LERNER was calling PAZ about b7c -3
this as she had concerns about what happened; were these form letters; why
was the donor question included and did everyone get the donor questions?
PAZ learned upon her return that the triage sheet did not help and that the
draft guidesheet was not helpful as it was very "lawyerly."
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In May 2012, PAZ attended a meeting with STEVE MILLER, the Acting
Deputy Commissioner or Acting Commissioner, she cannot recall which, along
with LERNER, MARKS, NIKOLE FLAX (MILLER’'s Chief of Staff), JOSEPH GRANT and igc_fs
SARAH HALL INGRAM along with other members of MILLER’s staff. PAZ had gone
to Cincinnati with a team from Washington and the purpose of this meeting
was to discuss the findings that MARKS had come up with. MARKS had not
found bias or political motivation, but had found that there was confusion
about what political activity is permissible in 501 (c) (4) organizations.
The applications often had internal conflicting statements. There was
discussion about the BOLO and the various criteria used on the cases.
Development letter criteria and screening of cases were issues discussed.
MILLER wanted to know if there was a pattern to the development letters.
There was discussion about the longest letters comiﬁg from
MILLER seemed concerned gand wanted to know whether disciplinary action was
needed. MARKS explained credit counseling background. MARKS also
explained the bucket approach to fixing this issue. Bucketing started in
Cincinnati after this meeting. MILLER wanted regular reports on the
progress of the bucketing. MILLER is not as animated at LERNER, but he
will ask a lot of questions. He was unhappy during this meeting.

During this time, the IRS received a request from Congressman DAVE CAMP
for copies of all applications for 501(c) (4) organizations. The TIGTA
audit was also being discussed. In March or April 2012, PAZ and LERNER met
with the TIGTA audit team. LERNER made PAZ the primary contact for the
audit interviews. TIGTA gave PAZ a list of people they wanted to talk to
in July 2012. LERNER wanted PAZ to sit in on the interviews. PAZ relaved
this to TIGTA. She may have made the request td but

ade the decision. TIGTA had no issue with it but wanted her to
leave the interviews for one question. Since they were going to need to
respond to the audit, LERNER wanted her to sit in on the interviews. No
one expressed concerns about her sitting in the interviews.

bé -3
b7C -3

PAZ was surprised to read ~ongressional testimony that
sent back non-Tea Party cases. During a meeting in Cincinnati in
May 2012, a number of people said if there was political intervention
indicated in the case but there was no Tea Party name, they would still
include the case with the advocacy cases.

Initially PAZ got weekly updates during the bucketing process. This
shifted to less regularly as the cases got developed.

PAZ reviewed potential denial letters. The first one she reviewed was
sometime_in Februarv or March 2013 This proposed denial was issued in May
2013 to This case was reviewed by and b3 -1

. . b6 -3
briefed TO LERNER and MARKS. ICT was given to Counsel and then sent back b7C -3
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around for comment. All denials stopped in June 2013 when the new Acting
Commissioner DANIEL WERFEL took over.

b6 -3,4

LERNER, MARKS, GRANT and FLAX locked at the draft of the TIGTA audit b7C -3.4

report. In October 2012, PAZ received the timeline piece of the report.
This was the first draft and lots of people had issues with it. Some
things seemed inflammatory with no basis. PAZ participated in meetings to
discuss the report with LERNER and Iof TIGTA. It was the IRS’
impression that the audit was about whether political motivations were
used, while TIGTA was looking at the criteria that were used to select
cases. There were internal IRS meetings about the audit without TIGTA that
included LERNER, GRANT, MARKS and FLAX. One of the issues addressed in
these meetings were lists that TIGTA prepared of cases that should have and
should not have been included in the group of cases. The list for cases
that should have been included was small. The IRS mostly agreed with
these, The longer list was of the cases that TIGTA thought should not have
been included. The IRS disagreed with TIGTA on most of these cases.

LERNER anq |were involved in these
discussions. TIGTA reduced their Iist from about 300 cases to 40 cases
after discussions with them. They agreed to disagree about these last 40
cases.

PAZ was informed by LERNER a few days before the ABA meeting that

MILLER told LERNER to raise the audit report issue at the ABA meeting. PAZ

was not asked her opinion. MILLER wanted LERNER to focus on the wrong

behavior of the people in Cincinnati and apologize. PAZ did not think this

was a good idea, as it was not the same as the written response to the

TIGTA report. PAZ told LERNER she had concerns. LERNER told PAZ that

since LERNER’s boss told her to do it, she was going to do it. _LERNER went

to the main IRS building after the ABA meeting. PAZ heard from b6 -3
that Cincinnatiwas upset with LERNER’s comments. LERNER asked PAZ to call b7c -3

[:::::::]and let know that LERNER would contact her.

Sometime in March/April/May of 2013, media affairs brought the case of
the | |to the attention oﬂ b3 -1
| was the applicant. The application appeared to have been bé -3
approved quickly. opinion was that it should not have been b7c -3
approved in screenling, so she brought it to MARKS’ attention. They
referred it to TIGTA. PAZ had no knowledge of the case before this.

The criteria used in selecting the cases originated in EO
Determinations and it was not elevated to management. EO Determinations
also changed the criteria on the BOLO in January 2012 which was not
appropriate. 1In May 2012 PAZ had discussions with LERNER and MILLER where
PAZ wrote a new rule that stated that changes to the BOLO had to be

UNCLASSIFIED//ROUO
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approved by management. Managers did not review or approve the development
letters, which was a problem. Delays in cases in Washington were not
uncommon in EO Technical or Counsel.

The explanation LERNER gave at the briefing as to why the criteria were
not appropriate in selecting cases was because it appeared as if they were
not treating people fairly. The larger issue was the optics of how things
would look from the outside. There was no discussion about people
targeting based on political beliefs. The focus was on correcting the
issue.

The triage of cases was not as successful as PAZ had hoped. b6 -3
used the TEDS system to try and review cases, but it might not have all the b7C -3
information that had come in that would be in the physical file. PAZ would
have changed notes on the triage sheet so that they discussed
the political TIssues, not be party specific.

Questions in the development letters needed to be more about activities
and not about who you were hanging out with or have your volunteers run for
office. The donor questions can be problematic because when an application
is approved it becomes public. So if the organization provides a list of
donors it will be made public. Donor identities are relevant in 501 (c) (3)
organizations.

PAZ did not see the basis for disciplining but per MILLER, ig '33
someone needed to be disciplined for the letteTs and criteria. c-

PAZ found it hard to tell what LERNER thought of having to give the
comments at the ABA meeting. It seemed like LERNER was reading the remarks
verbatim from a document MILLER had given her.

No one went back to to ask for clarification on the four
criteria listed in his e-mail.

PAZ has not heard of anyone not preserving documents related to this
matter. She has not been pressured to be untruthful. She was directed
generally by the IRS to be available to all inquiry requests. She received
this direction from before her appearance in front of the House b6 -3
Oversight Committee in mid-May 2013. She also understood she could take b7C -3

"the 5th" if needed. She has not contacted since.

Paz has no knowledge of people being targeted because of their
political beliefs.
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PAZ feels she has been treated unfairly by the IRS and that there has
been disparate treatment of employees involved in this matter.
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FEDERAL BUREAU OEANVESTIGATION
Date of entry 07/21/2014

FEDERAL TAXPAYER INFORMATION
Do not disseminate or use except as authorized by 26 U.S.C. 6103.

date of birth Social Security
account number residence add esJ
rhome telephone was interviewed at

the offices of the Department of Justice (DOJ), located at 1400 New York
Avenue, Washington, D.C. 20005. Also present during the interview were DOJ

Attorneyﬂ |and | httorne
| |and Treasury Inspector General for Tax Administration (TIGTA)
Special A entl | During the interview, documents were shown to

and hereafter those documents will be referred to by their
respective bates numbers or other identifying information and copies will
also be maintained in the 1A section of the case file. After being advised
of the identities of the interviewing agents and the nature of the

interview, | provided the following information:

received his undergraduate degree from He
received his law degree froml lin 1571 and nis M b
of Law in Taxation froml hn 1975. From until 1984

worked as an Assistant Commissioner Technical at the Internal Revenue
Service (IRS). In this position he provided Technical Advice Memorandums
(TAM) and Private Letter Rulings (PLR) to corporate groups. His position
was merged with IRS Counsel (Counsel).l |left the IRS and worked
at a private Certified Public Accounting (CPA) firm from 1984 - 1994. 1In
he rejoined the IRS and worked in Exempt Organizations (EO)
Technical. 1In 2008, he became a Group Manager in EO Technical. He

currently is the Supervisory Tax Law Specialist of Group 2 andl

is his supervisor. is the head of EO Technical. HOLLY PAZ was in
that position befor for a period of time, andl |was in that
position prior to PAZ. | _Jmay have been an acting head of EO

Technical at some point, but is not sure. In the 2010/2011 time
periocd, [:::::::::]Zupervised 14 Tax Law Specialists (TLS).

In early 2010, ask@d[:::::::::] group to take two cases.

[:::::::::]does not recall conversations about the cases. Cases are usually
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assigned out by the manager of EO Technical to a group. was an bIC _é,3
expert in 501 (c)(4) cases and his inventory of cases was lower than others
in the group so bssigned the cases to Him, The two cases

l | assigned tol |were and

| Fsually puts the new cases on the
TLS’'s chair and gives them some background. He cannot remember what he did

for these two cases. A TLS will review the file, figure out what the
determination issues are, determine if there is a need to develop the case,
make an analysis and then come to a conclusion. The case will then go
through group review. [::::::]job was to work the cases and provide
feedback to a revenue agent in Cincinnati, in order to help with cases

there.
[ luas shown an e-mail chain dated April 26, 2010 between bé -2,3
with the subject “Re: Tea Party Cases” b7C -2,3
(GOV-EMAILS-0QQQ20_20\ whora it diccuccag the cases being assigned in
Cincinnati to noted that his computer crashed

in late 2010 and he lost everything including his e-mails, documents, and
management documents.l |did not recall meeting or having any

conversations with| | has met but has only had a
few interactions with her as they are not the same level in the IRS.

[::{EEEEEE}:::]waS shown an e-mail chain dated October 19, 2010 to PAZ from b6 -2,3
with the subject “FW: Coordinating Tea Party Cases Update b7C -2,3
Memorandum” (TIGTA EMAILS -00013-17) discussing a memorandum describing the
work was doing on the Tea Party cases.l |was given the assignment
to write a summary document about these cases.| did not recall
why he forwarded it to PAZ. He did not recall why the document was
created. It was probably not normal to do this, so something probably
triggered a request for this information. He had no recollection of any
conversations with about these cases leading up to this memorandum.
lhad a limited friendship with[:::::kutside of the office where
they would go to lunch and participated together in a book club.

In 2011[::::]was working wifhl |on these cases and b6 -2,3
there was some back and forth between the two of them regarding these b7C -2,3
cases. E:::::::::]based this knowledge on some e-mails he saw recently. He
had no recollection of this on his own. | | who was his best

reviewer, was assigned as the reviewer on these cases. | |did not
remember assigning her as reviewer.

Sensitive Case Reports (SCRs) are created monthly, and while some are
important, some are not. did not think these were special cases bé -2
other than they were on th€ report. They seemed routine to him. He did b7C -2
not realize they would be the “cases of the century.”

UNCLASSIFIED//
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n early 2011, he asked now the cases were going. It seemed like
[::::jwas coming to a conclusion on them. [::::::::] was not concerned about
how much time it was taking to work the cases; it seemed to him that the
cases were moving along well. He does not remember any concerns from
or| |about these two cases or about the coordiparian tuith
Cincinnati. | |sent| Lhe two cases, and and
the recommendations from kept _an informal record oI cases
that were closed, and his record showed that was closed out
earlier. | |thought the recommendations were well written. The
recommendation forl the 501(c) (4), was a favorable determination, and
tha racammandation for F 501(c) (3), was a denial.
understanding was that the cases would go Lo | | He
had no recollection of a differing of opinions betweern andr_____1
on these cases. [:::::::::]was at a meeting wherel Fet with] |but
he did not remember what was discussed. He may have received an e-mail
where said would be sent to Counsel.

b3 -1
b6 -2,3
b7C -2,3

b6 -2,3

| |brought up the need to speak to LOIS LERNER on these cases. b7C -2 .3

| as involved, as he had some expertise in these types of
cases. | has one of the talented people in the office. asked
to set up the meeting and write a briefing paper on the cases. The
briefing paper would advise LERNER of the status of the cases and discuss
the large number of cases in Cincinnati. ay have had conversations
with about the cases in Cincinnati.

[:::::::::] is not sure what his impression of the use of the term “Tea b6 -2
Party” was. He was confused about what the term meant as far as describing bi7c -2
which cases were in inventory. There was uniform usage of the term “Tea
Party” in the office and at this point they did not use the name
“advocacy.” Nobody had expressed concern about the use of the name “Tea
Party” prior to LERNER’s briefing. EO Technical had worked political
advocacy cases in the past and had worked them before the Tea Party cases.
was familiar with what the Tea Party was.

b6 -2,3
b7C -2,3

| |met with [:::]prior to the briefing. wanted to brin
| |on to give her experience in these types of cases. [:%::]
was leaving the IRS, and anted more experience in Group 1,
which worked political advocacy. got the sense that this meant
these cases would move off of plate and over tol | however
there would be a period of transition. This was unexpected. (did

not complain about[::::::] decision. [::::::::::]did not have a concern with
[:::::::]work at that time, however he knew the number of cases were

growing. He also knew that and |were getting involved and that
it seemed like this was a much bigger thing than one TLS working a few
cases. It seemed like it was becoming a project. did not seem to

UNCLASSIFIED//BEXUO
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react “completely favorably” to the news, but |did not argue about
it.

be -2,3
attended the LERNER briefing, but he had no role in it, p7C -2,3

and PAZ were there. He is not sure if was
there. LERNER talked about the use of the term “Tea Party.” She stated it
did not sound good to use the term and they should use a more politically
neutral term. She did not want them to use the term in e-mail or
discussion. She suggested they call them “advocacy.” No one had expressed
concerns about the "Tea Party"” label up to this point. When LERNER brought
it up, he thought it was a good point. There was also conversation about
Cincinnati and how they processed or screened the cases.
recalled being frustrated because this conversation was “over his head.” It
seemed to be a conversation back and forth between PAZ, LERNER and people
from Cincinnati. Everyone calls the cases “advocacy cases” now.

[::::::::]received an e-mail from in July 2011 that stated 330_3533
would take the lead on these cases. Counsel also responded regardinq | 3 -1 ’
around that time.l |was confused about whether he was at a meeting
i ol r not. He did talk to on the telephone about
| felt that the case needed more factual development on
whether there was political intervention during the period right before the
2010 election. | |of Counsel held a meeting, but was
not sure if he was there.

| |qroup’s role in these cases was windipng down, and in b6 -2.3
November 2011 took pff of them. r_____bave new duties, b7c -2,3
including “gate keeping™guestions, which required him to respond to
questions from Determinations Specialists in Cincinnati as well as people
and taxpayers on the outside. The questions he responded to for Cincinnati
were for all types of cases, not just advocacy cases. At the end of 2011,
all of the cases moved to | |knew more was going on with
the cases, but he was not sure what it was.

In the summer of 2012, several TLS were sent to the IRS office at 1111
Pennsylvania Avenue to review original case files in order to respond to a
Congressional inquiry. attended a manager’s i by[::::] b6 -2,3
where they selected TLS ;o par;lc;pate in this roject.l |was b7C -2,3
selected froml group and kas the alternate.
| |is not sure if | |went.| Eold Chey were

reviewing the files for anything inappropriate. This meant they were
reviewing the files for material that should not be there, such as anything
that would be "embarrassing." There have been instances where cases were

UNcmssmmn/}(o
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given to a court and the TLS wrote stuff that was "emparrassing.” The IRS
did not want the "embarrassing" stuff on the record. did not
know what they were doing with that type of information if they found it.
In early 2012, the issues regarding the development letters came to
light. | Fsked i f he asked about donors in his development
letters and 1f his development letters were appropriate. said he did
not ask about donors and that his questions were appropridte.
. , , b6 -2,3
read the TIGTA audit report and asked[::::]agaln about his b7C -2,3

letters.l |repeated his answer from before. There was an e-mail in the
audit report where LERNER asked PAZ about what had done on the cases,

and[::::::::]had responded. PAZ was on his e-mail.
had a conversation withl |at| ketirement party b6 -2,3

in June 2013. It was a noisy environment andl |had a hard time b7c -2,3
hearing her, but said she had come across the Be On The Lookout

(BOLO) 1list, which was a problem in the TIGTA report. _She said she

discovered that problem when she worked the cases with did

not remember her expressing those concerns back then.r__________1had no

knowledge of the Tea Party cases in the BOLO prior to reading the TIGTA

report. [:::::::::]described his office as a “back water office,” where

nothing exciting ever happens. Now this whole thing is a big scandal.

[:::::::::]participated in an audit interview with TIGTA. PAZ bé -2
participated in his interview, but he did not think it was an issue. 1In b7Cc -2
fact, he liked having her participate, as he felt like she would support
him. She did the introduction at the interview, and then she sat quietly
for the rest of the interview.

The Tea Party cases took a long time, but all cases take a long time as
there are lots of levels of review. His office now realizes they have to
close cases quickly. Closing cases is two or three times faster now.

office went through a reorganization which caused the b6 -2,3
number of TLS he supervised to drop from 14 to 10. When this happened, he p7C -2,3
got rid of his problem employees, whi wed him to focus on case

management. That is when he noticeq older inventory. [::::] who was

not one of the problem employees, was not the fastest worker in the office

and he had older cases in his inventory. E::::::::]brought up this issue

up with[:::]and was critical of the age of[:::::]cases.

| |had no reason to believe anyone in the IRS, including LERNER,
PAZT] |and| |were motivated by political viewpoint in dealing with b6 -2.3
these Tea Party cases. observed the litigation hold and has no b7¢C _é,3
knowledge of anyone not observing the hold. He has not destroyed documents
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and has no knowledge of anyone destroying documents related to this
investigation and no one tried to influence what he would say to
investigators.
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b6 -2,3,4
date of birth Social Security Account b7C -2,3,4
number home address |

was interviewed at the offices of her attorneys located at 801 15th Street

NW, Washington, DC 20005. Her attorneys |

were present for the interview. 2Also present for the interview was

Department of Justice (DOJ) attorney and Treasury Inspector

General for Tax Administration (TIGTAT sSpeclal AJent (SA)l |
[:::::::::]was shown documents during the interview which are listed below

by bates stamp number or other identifying information. Copies of the pg per CRM
documents shown tdg are included in the 1A section of the file.b7C

After being advised of the identity of the interviewing Agents and the

purpose of the interview,[:::::::::]provided the following information:

described her employment history with the IRS, but advised ch_zé33
that she was confused about the dates., She provided her best recollection !
of the dates. She joined the IRS in as a Revenue Agent in Employee

Plans Determinations for approximately one year, then became an Employee
Plans Field Auditor. She spent all of her years until the 2000
reorganization in pension plans. Her position there was abolished. She
moved to Exempt Organizations Determinations (EOD) after the office
reorganization. In 2001 she was the Staff Assistant to an Area Manager in
EOD. She served as Area Manager for Area 1 of EOD from 2002 -~ 2010.
[ lwas her most recent direct supervisor. When first started
there, was her program manager.

| worked out of the Los Angeles office. EOD groups in Los b6 -2,3
Angeles, Cincinnati, and Chicago reported to her. People were b7c -2,3
grandfathered in to what they were working prior to the reorganization.

The goal was to eventually centralize everybody in Cincinnati, but
Cincinnati did not initially have enough staffing. When pecple retired,
the new hires all went to Cincinnati. retired in
and lives outside of Los Angeles.

began as manager of the screening unit in October 2009. He
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coordinated with the Covington Service Center and reported to her on his
inventory. He provided information on the number of cases, time goals,
processing progress, and time constraints. They maintained an approximate
two week time frame to screen cases and then the cases were either closed

or sent for further development. experienced no performance
problems with[::::::]and he was a very good manager. He understocod the law
and the logistics of working with Cincinnati. He had a good idea of what
was in the pipeline and kept her informed. It was not as logistically easy
for her to get immediate information because she was not onsite.

b6 -2,3

first became aware of Tea Party cases in February 2010 either B7C 2.3

via a telephone call or an e-mail. An agent in screening identified Tea
Party cases and thought they may be sensitive because of the television
coverage he had seen on the Tea Party. On 02/25/2010, she received an
e-mail about a Tea Party case which had been sent from to

and then to her (GOV-EMAILS-000017 - GOV-EMAILS000020). She
forwarded the e-mail t There may have been a phone call either
before or after the e-mail. |has no specific recollection on this
case, but the standard practice was for managers to call and explain
complicated cases to her because she had no exempt organizations (EO)
background. She would then review the information and forward it to

In the e-mail referenced above when [::::::::]advised to let b6 -2,3
"Washington”, meaning Exempt Organizations Technical (EOT), know about a b7Cc -2,3
"potentially politically embarrassing case," she meant the case would have
been embarrassing because of the media attention the cases were getting.

Whenever you put media together with the IRS, it always ends up being
embarrassing. She thought the media would become aware they had the cases
and were not granting approval to them. At this stage of the game, they
were just alerting DC to the cases and looking for guidance. There were
not any expectations about what they should do at this point. After
forwarding the e-mail t1 |would have forwarded it to EOT for
review, and EOT would have sent a reply back down the chain and she would
send it to |does not recall having a conversation with
about this case.

In February 2010,[::::::::] had heard of the Tea Party on television.
They were planning demonstrations. She did not know which side of the
political spectrum they were on.

When the case was forwarded to EOT, the expectation was that they
would review the case and provide guidance on how to proceed. Her
understanding was that EOD should contact the taxpayer and get more

information. She did not provide guidance to or anyone else on what bé -3
b7C -3
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to do. Any guidance would have been directed by. r someone at EOT.

In dealing with_issues that were forwarded to EOT, someone would usually
communicate to via a telephone call to explain the sensitivity or
importance of an 1ssue to her in simple terms. She would then forward the
issue in an e-mail.

Every month, received a report from on the number of
Tea Party cases and a request for guidance. She would send it to
who would send it to Washington asking for guidance. The holdup SrTrmreseT
cases was not "run of the mill." Other than working on the initial contact
letters, they were holding these cases as they were unique.

b6 -2,3
| kas in her area. had the Tea Party cases. b7C -2.3
was unlikely to have spoken directly to hay ’

have provided| Information, but most information would have been
forwarded tol |spoke to [::::::]and he expressed
frustration over the aging cases and not meeting timeframes or getting
support from EOT. She heard from him on a fairly routine basis over the
telephone when had the cases. would provide her a monthly
briefing and would send her information via e-mail.

[:::::::::]visited the Cincinnati office one week per month. She had b6 -2,3
four to five groups in Cincinnati with different functions. would bic -2,3
hold a staff meeting during her visits. She also had regular telephone
calls with These cases were usually a topic of conversation during
staff meetings. The meetings were usually via telephone. She told

about frustration and would tell her what Washington was
doing.

She understood that the Tea Party cases were somehow politically
motivated and because of their political activity, the agents could not
determine whether they were exempt or not. She understood the category to
be Tea Party which is primarily an application that came in with Tea Party
in their name. Other than the name of the casesJ hoes not b6 -2
remember any specific criteria used to identify them. bic -2

She does not recall sitting in on CPE training in 2010. She saw the
agenda for a training this morning during her Congressional appearance and
it said that the Area Manager was there. Often, Area Managers would come
in and do the opening and leave. She does not remember attending any
briefings on this issue and does not recall seeing a PowerPoint
presentation in 2010 on this topic.

Toward the end of 2010 before her retirement, there was concern about

referring to cases as Tea Party cases. They were told to stop using Tea
Party and instead to refer to the cases as political advocacy. She
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received this direction in a conference call from

was probably also on the call, but she cannot remember who else was on the
call.

is sure agents used criteria other than the Tea Party name to
identify the cases, but she cannot remember what was used.

They have raised money laundering cases to EOT in the past. They held
cases because the criminal investigation was ongoing. They held some money
laundering cases for four years. Those cases had a different type of delay
than the Tea Party cases. The delay for the money laundering cases was as
much a delay from the criminal investigation than from the EOT side.

It is very unlikely that she interacted with screeners on this issue.
She is not aware of any performance issues with [ | b6 -2
They were all good agents. There were no issues with[::::::] b7C -2

She has no knowledge of agents making decisions for inappropriate
reasons such as politics or race. She has no cause to believe political
motivations against the Tea Party were a part of the process.

| |reviewed an e-mail chain which originated froml | bé -2,3
tol bn 07/02/2010 and was forwarded to her (Document ID: b7C -2,3
0.7.2743.12265). She vaguely remembers the namel |but does not
recall this particular e-mail. The e-mail 1is alerting them to people
without Tea Party in their names. She does not remember any specific
action taken concerning this issue. 1In general, what would have normally
happened is that[:::::f:]would have called to alert her, dumbed down the
information, and she would have sent the information to[::::::]

She cannot remember any additional discussions specifically about the
Tea Party. The topic would be an agenda item on[____ Imonthly b6 -2,3
conference call. [:::::::::]did not normally deal directly with EOT. b7Cc -2,3

She has no documents relating to this subject. She was not interviewed
by TIGTA. Nobody reached out to her in an inappropriate way to try to
influence what she would say to Congress.

stated she has a total lack of training in EO. She was an bé -2
expert in employee plans. All of the managers who worked for her were b7C -2
well-versed in EO law and she relied on them heavily for their expertise.

She is not aware of anyone using personal bias or political viewpoints
to influence work on Tea Party cases.
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She had one agent who was religious and refused to work on a
gay/lesbian case. Somebody else took the case,
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JANINE COOK, date of birth (DOB)

Social Security Account
numberl Iresidential addressl

|Jwas interviewed at 1400 New York Avenue NW, Washinaton

[::::::]and and Treasury Inspector General for Tax

D.C. Also _present were Department of Justice (DOJ) attorneys

Administration (TIGTA) Special Agentl | COOK was shown
documents during the interview which will be identified below by their
bates stamp numbers or other identifying information and placed in the 1A
section of the file. After being advised of the identity of the
interviewing Agents and the purpose of the interview, COOK provided the
following information:

COOK earned her undergraduate degree from Bob Jones University in South
Carolina and her law degree from Georgetown University. She began working
at the IRS in 2004 after graduating from law school. She has served in her
current position of Deputy Division Counsel and Deputy Associate Chief
Counsel in Tax Exempt Government Entities (TEGE) since February 2011
working exempt organizations and employment tax. COOK stated she had nine
direct reports consisting of eight managers and one support staff with a
total of 35-40 people reporting to her. COOK’s boss in February 2011 was
NAN MARKS. When MARKS retired, COOK was made "Acting"” over her area and
reported to BILL WILKINS. The position was filled in August 2011 by VICKI
JUDSON.

The Exempt Organizations (EO) function within Counsel consisted of

Branch Chief| | Assistant Branch Chiefl | special
Counsel| l]and Senior Technician reviewers

|and

The Internal Revenue Service (IRS) interpreted and applied the law,
code, regulations, and revenue rulings. The IRS decided when to engage
Counsel. There was very little with which Counsel had to be involved. The
IRS only had to come to Counsel when they were going to issue a final
adverse decision to an applicant. COOK's staff approved decisions and the
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cases only came to her if there was a problem or a novel issue, if the
matter was well known in the media, or if there was possible litigation.

Sometimes someone above COOK provided guidance in sensitive cases. Counsel
was trying to increase collaboration with the IRS. By the time a case got
to Counsel, it was not an easy case. They received the complicated cases.

Cases had to go to Exempt Organizations Technical (EOT) first, which meant
they were more complicated cases.

In late April 2011, there was a meeting at EO's building. COOK could
not remember whether LERNER and MARKS were at the meeting or who else was
there. They discussed looking at legal issues regarding 501(c) (4)s and
political groups. They wanted to get a group together to include JOE URBAN b6 -3
from the IRS and |from Counsel to look at the law and put b7Cc -3
together a white paper. URBAN may have been tasked with starting the
product. COOK never saw a paper and did not think it ever got that far.

COOK reviewed a 07/19/2011 e-mail she received from PAZ which contained
a bullet point about how there were over 100 advocacy cases. Prior to the
07/26/2011 meeting, they tried to set up a meeting between COOK's office
and the IRS. At that time, PAZ emailed COOK to try to set up the meeting.
One meeting had already been scheduled when they held the 07/26/2011

meeting.
COOK, LERNER, MARKS, participated in a call on b3 -1
07/26/2011. COOK had notes from this meeting. COOK understood there was a bé -3

briefing paper for this meeting. She just saw it this summer. At the b7c -3

meeting they were told there was a pool of advocacy cases. She thought the
cases were from both sides of the political spectrum. Her notes said “Tea
Party” but the cases were from both sides. Counsel was enlisted to help
the IRS move forward with the cases. There were approximately 100 cases.
They talked about creating guidance for agents. They discussed the pending
cases related to| entities, which were of a

ideology. The IRS had already issued several favorable applications for
entities and then decided the groups may have engaged in too much
politiéal activity. The IRS wanted to know if they could revoke those
exemptions. EO in DC could revoke a Cincinnati decision if it was wrong.
There was a question about whether DC should do this and they wanted to
raise the issue up the chain. LERNER was doing most of the talking during
the call.

She did not recall any discussion about how the cases were identified.
She had nothing in her notes about that. LERNER and MARKS were on the
phone and she assumed they had resclved this. COOK never heard of the Be
on the Lookout 1list (BOLO) until the audit report came out. Cases were
referred to as "advocacy cases" during the call and this whole time.
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There was sensitivity with the[:::::] issue and how it would be b3 -1
perceived if they revoked the Cincinnati decision. Normally DC did not
step in and revoke Cincinnati decisions and they were concerned that it
would look bad since it was in a political context. The IRS felt confident
that Cincinnati was wrong and subsequently issued unfavorable decisions to
some of the[::::::]affiliates. COOK did not recall being blown away by the
issues discussed during the call. She did not remember thinking there was
an extraordinary problem. When they saw similar cases with similar issues,
the IRS tried to get their hands around it and work it. The newspaper
cases were an example of this. COOK had no action items from the
07/26/2011 meeting. She was not certain, but she did not recall telling
WILKINS about this meeting. It did not strike her as something necessary
to give him a heads up about.

The next steps were two _meetings on 08/04/2011 and 08/10/2011. There
was back and forth between [::::::f::knd PAZ about the purpose of those b6 -3
meetings. COOK was not on those back and forth e-mails, but they may have b7C -3

been forwarded to her or she saw them afterward. The meetings were case
specific meetings and COOK did not participate in them.

Later in August, people who were in the earlier meetings that month
reported to her about the two cases they were reviewing. Her staff
discussed developing the 2010 year. Time had passed and they needed to
know what the applicants did in 2010. [ Jtold her this was his b6 -3
position and she agreed. COOK was not involved with the development b7C -3
letters that went out and never saw them.

In September or October, COOK saw a press item come through from an b6 -3
exempt organizations blogger named L.  He reported on a press b7C -3
article on Tea Party cases or something similar. It may have been an
article about one of the organizations holding themselves out as a
501 (c) (4) when they were doing a lot of political work. The article
prompted her to ask what was going on. [::::::::]said there was a draft
white paper, but they had not seen it yet and things were pretty quiet.

Upon reviewing a 10/10/2011 e-mail she sent to JUDSON, COOK identified it
as the press item she had been discussing.

In February 2012, COCK received an e-mail froml | b6 -3
in EO had forwarded a draft guidesheet to| | b7c -3
said LERNER wanted to know if the guidesheet could be released. LERNER had

a meeting on Capitol Hill and there was a reference to the guidesheet

during the discussion. LERNER asked if it could be shared. | said

some things were missing and not stated correctly and he told LERNER the
guidesheet was not ready to go. Over the next two months, they went back

and forth with the IRS on the draft. COOK’s office was concerned about the
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technical nuance of the template. They did not want to go beyond the
current law. Counsel was being particular on how the document tracked the
law. There was a revenue ruling in 2007 on what was political intervention
in the 501(c¢) (3) world and other rulings were issued on what they could do
on 501 (c) (4), (c)(5), and (c)(6) cases.

The draft had a lot of "yes" and "no" questions. It was unclear what
they meant and what it meant if you had a certain number of checks. They
wondered what someone would do with all of the "yes’s" and "no’s". Some of
the language had a slant. They had philosophical differences and they
wanted to be careful so they would best accomplish good guidance for the
agents. There was concern at the time about the IRS draft and putting out
something that was not correct. They thought the document was usable for
agents, but they may have gotten the wrong answer in some cases. They
needed to look at the entirety of the facts and circumstances. There was
discussion that there were queétions asked that may not need to be asked.
There was confusion at the time about what happened to the guidesheet.

sent an e-mail that the guidesheet may have been shared with b6 -3

Cincinnati, but they were not certain. The e-mail they had contained a b7Cc -3
draft that was being sent around for comment, but it did not have a clear
indication that it went to Cincinnati. There were probably 12-15 drafts.

There was a sense of urgency in COOK’s office to get the guidesheet
out. Her staff put in hundreds of hours. Three people worked on the
guidesheet essentially full-time many days for six weeks. They ended up
with a draft they were comfortable with that stated the law and had
citations. They were incredibly careful. The draft only asked what had to
be asked to help the agents screen cases. All of the law was cited in the
appendix. They knew it would get a lot of attention so they told the IRS
to decide whether they wanted to use it or not. LERNER told her the IRS
did not want to put anything out. They decided they were going to train
Cincinnati instead. COOK thought NIKOLE FLAX may have conveyed this
information to LERNER, but she was not certain.

Counsel first received the guidesheet on 02/24/2012 and finished
working on it during the first week of May. COOK spoke with LERNER
approximately three times during that period about the guidesheet. Staff
was included on the calls. Counsel did not think the IRS appreciated why
the document was not ready to go on 02/24/2012. The IRS and LERNER thought
Counsel did not understand the issue. LERNER was frustrated because
Counsel was not getting her what she needed. JUDSON was involved. ERIK
CORWIN and WILKINS were involved as well. JUDSON and CORWIN came on board
at the end of August. They had more formal bi-weekly meetings.

Formal guidance had to be cleared by Treasury. For example,
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regulations required notice and comment. Ministerial guidance items
historically did not go to Treasury. In early 2012, Treasury became much
more hands-on, even for ministerial guidance. Any kind of guidance was
released and put on IRS.gov to include things such as field guides and
training. They had a highly proactive public release policy. This
guidesheet would have been released.

COOK provided an example of gaps faced by agents. In campaign
intervention, one of the questions was whether there was the same
definition for 501 (c) (3) and 501 (c) (4) organizations. They had six fact
patterns and they talked about what was out there. The question had never
been formally answered and the first guidesheet was not precise in
addressing this issue.

The inventory in Cincinnati went up, but she did not know when that
occurred in the timeline.

Counsel had five advocacy cases including In August 2011

they sent back thel |and| | b3 -1

cases to the IRS for further development. In April 2012 the b6 -3
| |case came to Counsel. Counsel opened it in late April 2012 and b7c -3

closed it on O6/21/2012.| were probably assigned to

the case, or possiblyl i Counsel closed the case after their

role had been completed. Cook stated the case may still be open

elsewhere. | |]said they did not have the whole file so

Counsel sent it back to the IRS. Counsel never got the file back again.
The e-mail shown to COOK dated 05/01/2012 refers to this situation.

Counsel was not involved in the Cincinnati training_in mid-May Whe

the group of DC people came back from Cincinnati, COOK, £§C'33
PAZ, and some of PAZ's people had a

telephone conversation. The returning group reported back on their
training and bucketing in Cincinnati. Counsel was available if they wanted
help, but no specific requests were made of Counsel. Cincinnati was going
to have some hard cases to work and presumably would need assistance from
Counsel. The IRS felt like they were making some progress with the cases.
They viewed what was accomplished in Cincinnati as positive. At the time,
the IRS told agents not to make assumptions or speculate about whether
groups were going to do anything political based upon what was in the
applications. COOK stated she had a set of notes from the call that she
could provide.

Counsel did not have much else to do on this issue after that time.
There were a lot of Congressional requests (Congressionals). The IRS
handled Congressionals, but occasionally the IRS provided a question to
Counsel. Counsel received questions in-house about big picture issues
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regarding the law and unanswered questions. In Spring 2013, Counsel
started to think about creating guidance. This was prior to the release of
the audit.

There was a Congressional from Senator Levin which focused on the
“primarily” standard being 51%. Representative Camp and others were more
interested in why these cases were taking so long and about the burdensome
requests in the letters.

COOK attended one meeting this spring with staff from the offices of b6 -3
Senator Levin and Senator McCain. The meeting occurred before the audit bic -3
report came out and the purpose was to discuss the responses to the
Congressionals. She was a "back bencher" at the meeting. LERNER discussed
the determinations process and other fupnctions. MARKS and FLAX were there
as "front benchers." and Legislative Affairs were
also "back benchers" with COOK. The Tea Party/political advocacy issue did
not come up.

In the December 2012 - January 2013 timeframe, Counsel started a
project on the gift tax issue. In May 2011 there had been a question about
whether donors who contributed to a 501(c) (4) organization were subject to
gift tax. COOK was on an ABA panel with PAZ. Someone at ABA had asked
about gift tax and donors. The RABA alleged that the IRS was going after
donors. After the panel COCOK learned that the IRS sent a letter to
approximately six donors of an organization asking them to pay gift tax.
COOK recalled the organization was conservative and calledl b3 -1
An EO agent looked at the application and saw large donations. The
application was referred to the gift and estate tax folks. There was talk
that summer about how to handle gift tax. The view was that gift tax
applied, but the IRS never applied it to 501(c) (4)s. STEVE MILLER issued a
memo 1in July 2011 that the application of gift tax would not be enforced by
the IRS until the question of gift tax was resolved. The issue never got a
lot of steam. COOK was not heavily involved.

In 2011 when the first audit started and letters were sent to donors,
the gift tax issue stood out. There were some statements in the public
that particular individuals were being targeted. Her view was that it was
just someone at the IRS who was trying to do his Jjob.

In October 2012 NAN DOWNING, head of EO Examinations, put out a memo on
the dual track procedure. One group named thqg | b3 -1
was previously audited under the Political Activity Compliance Initiative
(PACI). They were given an advisory that they should not be doing
something, but the IRS did not revoke the group. A referral came back
where it sounded like they were still doing the same stuff. The IRS wanted
Counsel to look at an audit with them. The group was a |
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b3 -1

organization. COOK was not sure, but was

possibly affiliated with the group. Counsel supported the IRS looking at
this group again.

COOK was shown an e-mail dated 12/06/2012 from LERNER tc COOK and

with the subject line “Repeat Offender.” This e-mail was about an
exam in EO and involved the PACI project. The project was primarily geared
toward 501(c) (3)s. The dual track project involved two tracks related to
political intervention. One track dealt with referrals and one track
involved data from 990s.

b6 -3
b7C -3

COOK saw references on the news to some development letters that went
out. She wondered if it was really true. She heard about a question from
a development letter about whether the applicant believed there was a State
of Israel. That did not sound right. For other questions she could see
where they were coming from, for example asking for Internet pages. She
never saw any letters. She only heard about the donor questions in the
press. Some questions seemed over the top and some seemed like they might
be reasonable to ask based on something in the file. The questions might
have been relevant in some cases, but COOK did not see the questions in
context.

COOK recalled that when JUDSON first looked at the guidesheet some
questions used the world “all.” The question requesting them to send all
of their pamphlets was an example. JUDSON thought they may be able to ask
for a sample and not all items. COOK never saw a triage sheet.

b6 -3

COOK was in the audience at the May 2013 American Bar Association (ABA) b7C -3

meeting when LERNER made her comments. Her boss, JUDSON, was on the panel
filling Counsel’s role. asked her question. It was odd when
LERNER said “we apologize.” She did not know what was behind it. JUDSON
told her either Wednesday or Thursday before the meeting that JUDSON was
told a question would be posed to LERNER and that JUDSON should let LERNER
answer. COOK believed FLAX may have told this to JUDSON. There had been
many press and Congressional statements about how the IRS was handling
things, so COOK thought the statement was related to that. When COOK came
back into the room later someone told her how fast the statement hit the
news. She felt foolish because the statement did not initially hit her
between the eyes. The press issue was still very generalized and still
just allegations. That is why “apology” was an odd word. It was an odd
fit because the statement was saying it was a procedural processing problem
and not a political issue. '

She did not know there was a TIGTA audit until she saw the audit
report. She first heard about the audit on the weekend after LERNER’s ABA
speech. The TIGTA report contained a lot of information that was new to
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her, such as the information about the BOLO. The criteria used to select
the Tea Party cases and the list of words used was new to her. She was
partly glad she did not know about a lot of that stuff, but partly wished
Counsel was more aware of what was going on. She was surprised Counsel was
not asked about things in the audit. Counsel could have been more
proactive or raised things up the chain if they had known more. She
presumed all of the players in the IRS who could make decisions knew what
was happening. There seemed to be a suggestion that Counsel slowed down
the guidesheet process. Counsel's work was done with the best intentions.

The biggest problem was how the cases were framed, in particular

calling them "Tea Party" cases. The issues to address were the amount of
political campaign intervention they could engage in and the definition of
intervention.

This summer COOK looked at many applications and it was not easy. The
question that it came down to was whether there was additional political
campaign intervention or not. If yes, they failed; if no, they passed.

The problem was using the short hand of self-chosen labels and more terms
on one side of the political spectrum than others. It was fair for the IRS
to decide the cases should be loocked at. The problem was if you just cast
it as if you were only looking at Tea Party cases and not other like

cases. It created a bad perception of political motivation. COOK did not
think there was political motivation.

b6 -3

COOK believed it was unconstitutional to base decisions on viewpoint. b7C -3

She did not know whether there was anything about using political viewpoint
in the Internal Revenue Manual (IRM). WILKINS or STEVE MILLER initiated a
meeting on the Thursday before the ABA conference. MILLER, WILKINS,

CORWIN, JUDSON, LERNER, FLAX, MARKS and tax practitionersl
participated in the meeting. The meeting

was to discuss the law, principally regarding 501(c) (4). They discussed
whether the IRS would create guidance to clarify the law and what it would
be. here part of the Bright Lines project which was a

group that looked at defining political campaign intervention.

Nobody from the IRS discriminated intentionally against taxpayers based
on their political beliefs.

She preserved everything pursuant to the litigation hold at the IRS and
had no knowledge or anyone not complying with the litigation hold. Nobody
tried to influence her statements on Capitol Hill, for this interview, or
elsewhere.

COOK reviewed an e-mail she sent to JUDSON on 06/01/2012 with the
subject “This morning.” The e-mail discussed LERNER’s presentation at an
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in-house Counsel lecture series. LERNER spoke about the Hatch Act and her
FEC experience. The presentation was not about 501 (c) (4) political
participation.

COOK had no expcsure to prior to this summer. She heard b3 -1
through the grapevine that their application had been released. In early 230_33
April 2013, she and JUDSON were told the IRS was going to send over a
proposed denial of the application and they wanted Counsel to review it.

JUDSON heard from WILKINS and the Commissioner’s office that the
application was going to come to Counsel and they needed to move quickly.
Instead, approximately three weeks later Counsel received a different case,

| | The group was on the other side of the
political spectrum. The IRS wanted Counsel to look at the proposed denial
for that case which could possibly be used for other cases as a model.
Counsel agreed with the decision. COOK and her staff sent it back. They
did not receive a report back, but they know it was issued.

b3 -1
b6 -3
b7C -3

COOK recently reviewed the proposed denial and it went
out approximately two weeks ago. They still had the opportunity to
protest. Per protocol, if the group protested JUDSON, and
would then review the case belore 1t became a final

denial.

In the summer after the audit report, COMMISSIONER WERFEL identified
cases pending greater than 120 days and Counsel was involved with them.
There was an expedited process for the cases. The date when cases should
have been done was 09/30/2013. If organizations complied with the process
and made representations, they would have been approved.

. b3 -1
case came to Counsel in late

2010 - early 2011. The Technical Advice Memorandum (TAM) recommended
revocation. COOK's team sent comments back to the IRS on 02/11/2011. They
had a briefing for LERNER in November 2012, but COOK was not there. COOK
heard the group was revoked because of political campaign intervention, but
later learned the IRS did not do anything or revoke the organization.

b6 -1
COOK advised she would provide copies of the following to SA b7c -1

her 07/26/2011 notes, her 05/04/2013 pre-ABA notes; her May 2012 notes
after the training, and any other relevant notes she assembled.
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SARAH HALL INGRAM, date of birth (DOB) | | social
Security account number (SSAN)l l residence address|
[ work telephone was
interviewed at the law offices of Crowell & Moring, 1001 Pennsylvania
Avenue NW, Washington, D.C. 20004, telephone (202) 624-2795. INGRAM's

attorneys,l | were present during the
interview. Also present during the interview were Department of Justice
Attorneysl |and and Treasurv Tnspector
General for Tax Administration (TIGTA) Special Agent Prior

to the interview, INGRAM’'s attorneys provided a set of documents that will

be maintained in the 1A section of the case file and will be referred to by

their respective bates numbers during the interview. After being advised

of the identities of the interviewing agents and the nature of the b6 per CRM
interview, INGRAM provided the following information: b7cC

INGRAM graduated from Yale University and received her law degree from
Georgetown University Law Center in 1982. She joined the Internal Revenue
Service (IRS) in 1982. 1In 1992 she was Deputy Counsel and in 1994 she
began working on Exempt Organizations (EO) issues. She worked in IRS Chief
Counsel (Counsel) until 2004, and while she was there she worked Employee
Plans (EP). 1In 2004 she worked on the reorganization of the IRS. 1In
Spring 2009, she moved from her position as the Chief of Appeals to become
the Commissioner of Tax Exempt Government Entities (TEGE).

As TEGE Commissioner,; INGRAM had three deputies, but also did 18-20
performance evaluations of employees. JOSEPH GRANT, who was responsible
for EP in TEGE when INGRAM was in Appeals, was made a Deputy Commissioner
in TEGE by STEVE MILLER. In December 2010, MILLER and IRS Commissioner
DOUG SHULMAN needed someone to move over to work the Affordable Care Act
(ACA) and build it from the ground up. The position was supposed to be a
six month temporary assignment, and GRANT would be Acting TEGE Commissioner
while she was gone. When INGRAM moved over to the position, it became very
apparent to her that it was going to be a full time position. The people
who had worked the previous phases were no longer around and INGRAM needed
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new people and teams. It was clear to her that it was going to take more
than six months worth of work. INGRAM sent an e-mail saying she was going
to stay through the end of 2011. She was then kept in her position in
three month increments. She became the permanent Director of ACA, Services
and Enforcement, in the Spring of 2013. She worked 60-70 hours a week on
ACA, including weekends. MILLER told her that her title of TEGE
Commissioner would transfer to GRANT in January or February 2013, but in
actuality it did not happen until May 2013. When INGRAM testified on
November 15, 2011 before Congressman CHARLES BOUSTANY regarding ACA, her
title was Commissioner of TEGE on assignment to ACA. INGRAM provided an
organizational chart entitled “ACA Offices within the IRS” (this document
will be maintained in the 1A section of the case file).

While INGRAM was acting Director of ACA, she kept responsibility for
certain topics related to her old position as TEGE Commissioner. She kept
an EP determinations letter study, a building move project (completed at
the end of 2011), and tribal issues. INGRAM was no longer located with
TEGE in her position with the ACA. INGRAM had a regular slot on her
calendar to meet with GRANT, if needed, every Tuesday and Thursday evening
for half an hour to address things. This was set up so that GRANT did not
have to go to MILLER with all of his questions. Some of the discussions
were about EP items, some were about issues related to the building move,
and some were personal issues.

From time to time, MILLER would ask INGRAM to step into meetings and
help out with other issues. For example, in 2011 he asked her to do an
interview with the New York Times about church audit regulations, pulpit
politics and 501 (c) (3) organizations. Every election cycle the IRS
receives correspondence from people stating that the IRS should be looking
at specific groups. Some of the groups are political, some are social, and
some people just offer names of groups. There was discussion in the fall
of 2010 about how the IRS could use a more robust Form 990 and come up with
a system to review information from the 990 before they would have to begin
bothering taxpayers with questions regarding these kinds of complaints.

EO was in the press a lot, and in early 2012 there was stuff in the
press regarding non-IRS people complaining about the IRS. INGRAM was in a
big staff meeting with MILLER where there was discussion about interest
from Capitol Hill on development letters sent to 501 (c) (4) groups. Her
impression was that interest was more from the Republicans in the House of
Representatives. MILLER held weekly meetings with his staff and direct
reports. There were monthly senior executive meetings that the IRS
Commissioner held which included his deputies and direct reports, which
accounted for 30-35 people. These meetings with the Commissioner were not
substantive meetings, but more about what was going on in the IRS.
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At the end of March and the beginning of April 2012, there were lots of
inquiries from Congress to the IRS. Sometime in April, MILLER asked INGRAM
to sit in on a meeting with people from TEGE. The discussion was about how
they had a problem. There were allegations against the IRS that included
bias, unbalanced focus with cases, and delays. MILLER was very frustrated
and upset. He had been trying to get a clear explanation of what was going
on in Cincinnati. MILLER did not think he had a good explanation and he
was concerned that he was not receiving consistent answers to his
questions. He decided he had to send people from Washington, D.C. (DC)
that he trusted to go figure out what was going on. He wanted NAN MARKS to bé -3
go to Cincinnati and he asked INGRAM to talk MARKS into going. MARKS did b7c -3
not want to travel and was not interested in running things in EO. INGRAM
had originally talked MARKS into coming to TEGE from Counsel instead of
retiring. MARKS did not want to be a line supervisor, so INGRAM persuaded
her it would be fun to move to TEGE and take an advisory role. MILLER'’s
style is normally to use humor; however there was no humor in this
meeting. He was angry because he had asked for information and had not
received it. There was a general “oh shit” reaction at the meeting.
INGRAM was not sure what had caused the meeting to occur, but her
impression was that people were preparing responses to Congressional
letters. INGRAM was not sure who was at the meeting, but it was probably
MARKS and NIKOLE FLAX. MILLER, FLAX and MARKS understood how serious this
was. She is not sure if GRANT or LOIS LERNER were there.
was at some of the meetings when the team from DC that went to Cincinnati
returned, as was HOLLY PAZ. INGRAM is not sure if PAZ was at some of the
meetings before the team went. There was discussion about bringing in
TIGTA because INGRAM asked if they were involved. The Congressional
letters stacked up while the IRS waited to respond since they did not know
what was going on in Cincinnati.

INGRAM stated that the foundation of tax collecting in a democracy is
that people need to feel like everyone is being treated fairly. EO is an
extremely diverse area, and encompasses more than just political issues.
So in order to work EO, people have to be “opinionless” when looking at
cases; otherwise it undercuts what is done. The IRS needed to shoot
straight down the middle and be focused on what was the law.

A team of MARKS, PAZ, and JOE URBAN went to Cincinnati. bé -3
was new to the IRS, and PAZ had recently been made permanent in her b7C -3
position. When the team returned, the first meeting that occurred was on

either April 30 or May 1, 2012. A second meeting was held May 3 or 4,

2012. INGRAM was not sure exactly who was at which meetings after the

Cincinnati trip. The team looked at some of the case files, talked to some

of the people and brought back versions of the Be On the Lookout (BOLO)

list. They opined on the technical ability of people in Cincinnati and
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suggested they conduct training on basic EO law, on the difference between
determinations and examinations, and on the difference between 501 (c) (3)
and 501 (c) (4) organizations. The game plan they came up with was to
conduct more training and go through cases and separaté them using
“buckets.”

b6 -3
b7C -3

In the May 3 or 4 meeting, MARKS, PAZ and possibly were doing
most of the reporting while LERNERl FLAX and MILLER
listened. GRANT may have been there. MILLER was very vocal about the
schedule and expressed his concern that the timetable the team came up with
was way too slow. INGRAM did not remember any comments on the actual plan,
only that it needed to move faster. There was a general sense of urgency
to move the cases. MILLER wanted updates on the “buckets” of cases.
MILLER was also upset about the facts that were found in Cincinnati. This
included the fact that cases that looked fine were stuck with cases that
did not look fine. When they described the BOLO lists, MILLER made the
comment “Oh the maroons” about what Cincinnati was doing. “Maroons” was
MILLER’s humorous way of calling people “morons.” The perception in the
room to the information about the BOLO lists was “oh my God,” because you
do not use labels like “Tea Party.” That was wrong and inappropriate. In
a practical way, INGRAM was not sure it was even a good filter to work
cases through, because it did not include all types of cases who had higher
risk. The team would need to go back to Cincinnati and review the cases to
figure out if there was risk that warranted segregating all of these
cases. Usually if a label was used on cases, 1t was because there was
significant internal data, cases, and reviews that naturally dictated the
need for a review. The “Tea Party” was not in this same situation. INGRAM
would not expect a name to be immediately turned into a filter. MILLER
wanted a new memorandum to go out that set the approval for changes to the
BOLO list at a much higher level of management.

In one of these meetings, LERNER showed frustration about how she
thought she made Cincinnati stop with the labels and how she thought she
had fixed that issue. Based on what INGRAM knows now, even if LERNER
thought she had fixed the issue, it should still have been elevated up in
management in order to decide if anyone was harmed by the issue and if
there was a greater training issue that needed to be addressed.

One of the challenges that faced the team that went to Cincinnati was
that after this was all over, they needed to have people in Cincinnati who
could be counted on, and who would not quit. The IRS was in a hiring
freeze at the time. This meant they needed to work with people there and
help them do the determinations and not just issue all favorable letters.
The schedule that played out for the training and bucketing was faster than
MARKS' original plan but not as fast as MILLER wanted it to be. INGRAM did
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not have discussions with LERNER about EO issues as MILLER would not allow
LERNER to “bug” her while she was working ACA. INGRAM did not recall
hearing about the “Tea Party” until these meetings in the Spring of 2012.

INGRAM stated there were a many other issues regarding exempt
organizations that occurred over this same time period. After the Citizens
United decision, there was a significant amount of debate and discussion in
the exempt organization community about how the Federal Elections Committee
(FEC) would not do anything about political contributions, therefore the
IRS needed to regulate. INGRAM noted that FEC law is different from IRS
standards. Other issues that were debated included the protections
afforded donors in 501 (c) (3) organizations compared to 501 (c) (4)
organizations. U.S. Senators were requesting the IRS look at certain
groups. From an IRS work standpoint, the three year auto revocation issue
that affected tens of thousands of exempt organizations and the ACA work
with hospitals were two big issues that the IRS had to address.

If someone thought an employee was biased in their work, that complaint
should have gone up the chain to INGRAM. If there were groups that were
being looked at, INGRAM would probably not see that.

The exam function had built in protection for employees. For instance,
more than one person was needed to agree on a review or examination of a
political case.

In May 2012, the Senate Finance Committee and the Senate Indian Affairs
Committee held hearings on Indian tribal issues. INGRAM did the Senate
Finance hearing on May 15, 2012. 1In early June 2012, MILLER asked INGRAM
to do both the ACA work and the TEGE work. She told MILLER he was “stupid”
for thinking she could do both jobs. MILLER was “Mr. EO,” while GRANT had
almost no EO background. Their styles were very different as well, as
MILLER was more direct and GRANT was more of a people person. MILLER asked
her to do a July 11, 2012 hearing on EO because MILLER would be out during
that time. The hearing would be a second foundational hearing on
501 (c) (3), how the program worked, and would discuss colleges and
universities, hospitals and the three year revocation issue. MILLER set up
the outline for the testimony. There would probably be questions on
501(c) (4) organizations as well. IRS staff, located at the office on 999
North Capitol Street, created briefing binders on 501 (c) (3) and 501 (c) (4)
issues, including Congressional letters. INGRAM focused on the 501 (c) (3)
information. BOUSTANY eventually postponed the hearing, and the Supreme
Court ruled on June 28, that the ACA could proceed forward. This caused
INGRAM to go back to ACA full time.

INGRAM was in Boston from November 2012 until February 2013 dealing
with Her meetings with bé -2

b7C -2
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GRANT became less frequent due to their busy schedules. Additionally he was
traveling to Texas to deal with the while b6 -2
she was in Boston. GRANT was very humble, and he always treated TEGE as if P7C -2
INGRAM would come back at any point.

The next time INGRAM heard about these cases was when she read about
LERNER’s American Bar Association (ABA) remarks in May 2013. INGRAM had
given comments at the ABA on that Saturday morning, and on her way home she
read LERNER’s remarks. She did not receive any advance warning that LERNER
was making the comments, and INGRAM had no discussions ahead of time about
the comments. INGRAM skimmed the TIGTA audit report after LERNER’s ABA
remarks. INGRAM was surprised because she thought that TIGTA conducted an
investigation, not a business audit, due to the allegations of bias.

INGRAM did not read much information about the report because her name was
in the press so she avoided reading about it.

After LERNER’s remarks and the release of the audit report, INGRAM did b6 -3
not have discussions with MILLER, as he seemed to isolate himself prior to b7C -3
when announced his departure from the IRS. INGRAM had no
knowledge when, if anything, went up the chain to SHULMAN regarding the Tea
Party cases. A long standing view in the IRS was that information about
specific exempt organizations was kept away from political employees. Both
she and MILLER came up through Counsel learning that.

INGRAM was shown an e-mail from GRANT to her dated June 7, 2012 with

many handwritten notes (000005-6). INGRAM stated these were notes from a
“report out” meeting. She was not sure why EMERGE was discussed. INGRAM
was not sure if they were some of the cases in the buckets or not. These

notes were taken from her notebooks. INGRAM was not consistent in how she
took her notes or where she took them, but the documents she provided to
the interviewers included all 501 (c) (4) information she had as well as
Political Action Committee (PAC) related information, therefore her
documents were probably over inclusive regarding information relevant to
this whole issue. When TEGE moved buildings in December 2011, a lot of
stuff was thrown out.

INGRAM was shown notes discussing EO and advocacy (000032). These
notes were from a meeting when she was briefed on what were the hot topics
in her area. The focus was on examinations, not determinations. These

notes were mostly likely from the summer or fall of 2010.

INGRAM was shown notes from a meeting on May 1, 2012 (000102 and
000104) . INGRAM explained these were her notes from when the team that
went to Cincinnati reported back.

INGRAM stated that none of her meetings at the White House had to do
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with “Tea Party” related issues or political advocacy organizations. She

did not receive requests about political advocacy organizations or any
specific taxpayers from the White House. INGRAM did not believe she had
inappropriately disclosed any taxpayer information.

The bonuses INGRAM received at the IRS were not due to how she treated
specific taxpayers or groups of taxpayers. In 2009, she received her 3rd
Presidential bonus for career oriented work. 1In 2010, she received a bonus
for her Appeals work in 2009. 1In 2011 and 2012 she received bonuses for
her ACA work. INGRAM had not seen her performance bonus write ups.

URBAN helped craft the Internal Revenue Manual (IRM) section 7612
(INGRAM was unsure if this was the correct section) where it'states that if
someone asks an IRS employee for specific information on specific cases,
the consequences are on that employee if the employee does not report it.
INGRAM had not had anyone outside of the IRS try to influence her or ask
her about these cases. She was not aware of anyone being biased as they
worked cases. INGRAM complied with the preservation order and had no
knowledge of anyone not complying with it.

INGRAM described FLAX as a trusted advisor who was usually in MILLER’s
meetings. Prior to PAZ being the Acting Director of Rulings and Agreement
(R&A), she was a rising star in the IRS, who was calm, polite, and had good

technical skills. PAZ, who was a new executive, could be trusted to go out
on her own. MILLER did not want PAZ’s first interaction with Cincinnati to
coincide with her being sent out there to fix this issue. That is one

reason he wanted MARKS to lead the team.

LERNER was recruited by MILLER to come to the IRS from the FEC. LERNER
was a good lawyer who was not as experienced in EO as those that worked
above her or below her. She was high energy, smart and very extroverted.
She was a multi-tasker and fast paced. EO could move at a slow pace.
LERNER was more of a crisis responder than a long range planner. She would
look for someone else to do the long range planning. EO culture was a
“whac-a-mole” culture where it frequently responded to the current issue or
emergency. EO was demand-based work, where it was difficult to treat all
cases the same all of the time. With fewer workers and a large amount of
work, there was pressure to find other ways to help relieve the pressure of
all the work that needed to be done. There were many reorganizations in EO
and workers tried to find new ways to filter cases and come up with
advantages. When MILLER was in charge of EO, his perspective, when
determining cases, was not to look for the “perfect” organization, but to
look for the “good enough” organization. INGRAM believed there could never
be enough training in EO on issues.
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JOSEPH GRANT, date of birth (DOB)l |Social Security Account bé -2,3,4
number| Iresidential address | i _?'3'4
as interviewed at 1400 New York Ave NW, Washington, D.C.
GRANT’ s attorney wTwas present for the interview. Also present
were Department of Justice (DOJ) attorney4 |and
| |and ctor General for Tax Administration (TIGTA)
Special Agentl i GRANT was shown documents during the
interview which are identified below by their bates numbers or other
identifying information. Copies of the documents are saved in the 1A
section of the file. After being advised of the identity of the

interviewing Agents and the purpose of the interview, GRANT provided the
following information:

b6 per CRM
b7C

GRANT earned his Bachelor’s Degree in Liberal Arts from the University
of Texas and his J.D. from the University of Texas law school. 1In 1982, he
worked in Congressman J.J. Pickle’s personal office for approximately one
year. Beginning in 1984-1985 he worked with the Committee on Ways and
Means. When the Congressman went to the Oversight Subcommittee, GRANT
worked there until the Congressman retired'in 1993. GRANT worked at the
Pension Benefit Guarantee Corporation from December 1994 until he joined
the Internal Revenue Service (IRS) in August 2005. He served as the IRS'
Director of Tax Exempt Government Entities (TEGE) Employee Rulings and
Agreements (R&A) for a little over a year. He was Director of Employee
Plans (EP) from 2006-2007. He became the Deputy Commissioner of TEGE in
the fall of 2007. He served as Deputy Commissioner officially until May
2013. When GRANT became Deputy Commissioner, STEVE MILLER was the
Commissioner of TEGE. MILLER moved to a different position as Division
Commissioner for Large and Mid-sized Business for a while. SARAH INGRAM
became Division Commissioner after MILLER moved on. Starting in December

Investigation on 10/16/2013 , Washington, District Of Columbia, United States (In Person)
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2010, GRANT became the Acting Division Commissioner when INGRAM was
detailed to work Affordable Care Act issues. When GRANT was Acting
Division Commissioner he reported to MILLER, who became Deputy Commissioner
for IRS Services and Enforcement. GRANT retired on 06/03/2013.

GRANT became aware the IRS was reviewing applications for 501 (c) (4)
status when he became Deputy Commissioner. He became aware of Tea Party
and advocacy case issues in late February/early March 2012 through letters
from Congress and articles in the press. His staff alerted him to the
issues during that timeframe. The letters from Congress were brought to
his attention by his Technical Advisor Staff. He was Acting Commissioner
of TEGE at that time. Over 20 people reported directly to him. The senior

executives who reported to him in the March 2012 timeframe were ROBERT bé -3
CHOI, EP Director; LOIS LERNER, Exempt Organizations (EO) Director; and b7c -3
had

pecome Acting Deputy Division Commlssioner. GRA oversaw Administrative
Report Functions to include human resources, budget, planning, Equal
Employment Opportunity (EEO), communications, and outreach. GRANT also
supervised the Technical Advisor Staff In March 2012 the staff included

NAN MARKS JOE URBAN,
GRANT recalled a Chairman Charles Boustany Congressional letter that bé -3
came in around the March 2012 timeframe. The letter referenced an earlier b7c -3

letter from fall 2011 which was not based on the Tea Party. The letter
asked a number of specific questions. In the March 2012 letter, Boustany
mentioned his concern about Tea Party 501(c) (4)s and asked about specific
information or numbers. People were complaining about the amount of time
the process was taking and about the questions that were being asked of
them in determination letters. One organization recommended that TIGTA be
brought in to take a look. URBAN thought they should ask TIGTA to come

in. who worked with TIGTA for TEGE, concurred. In the second half
of March, the concerns seemed significant enough for GRANT and his staff to
recommend TIGTA be brought in. GRANT was in Texas for four to five days on
annual leave when this occurred, so he did not have a meeting to discuss
the referral. His expectation was that the referral would be made to TIGTA
when he returned at the end of March. He did not know whether the referral
was made. MARKS emailed him back and stated the issue regarding the TIGTA
referral was being brought to MILLER’s attention. GRANT received an e-mail
on approximately March 29 that notified him TIGTA was opening an audit on
the matter. GRANT was pleased about this. He assumed MILLER or someone in
his office had notified TIGTA and asked them to do the audit.

URBAN circulated items of interest to GRANT and others. That was the
main way they became aware of concerns to the public at large. URBAN sent
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out articles about political advocacy complaints made by the Tea Party.

URBAN may have sent one of the articles before GRANT went to Texas. GRANT bé -3
and others said this was a serious issue and they should refer it to b7c -3
TIGTA. URBAN commented in the e-mail that the legal foundation raising the
concern was thoughtful and credible. GRANT did not have conversations
about this with URBAN or others. GRANT was in Texas at the time. He
quickly replied back via e-mail that he was concerned. URBAN, MARKS, and

|: were on the e-mail and he trusted them. He did not want the fact that

€ was out of town to slow things down. The origin of his concern was a

letter from Chairman Boustany and the articles URBAN referred to him.

GRANT' s he went to Texas for several days
to be with family and)] While he was there, MILLER asked
members of his direct staff to go to Cincinnati for a management review of
what was transpiring. GRANT was not part of the meetings which led to the
review and was focused on family. He was aware MARKS and were going b6 -2,3
to Cincinnati with others from the EO division to look at THINgs. He was b7C -2,3
under the impression that they had coordinated with TTIGTA to make sure it
did not interfere with their work. He believed had these
conversations with TIGTA.

GRANT was out of the office for approximately a week. He was back in
Washington, D.C. (DC) on 04/26/2012 and met with MARKS that evening. She b6 -3
briefed him on what they found in Cincinnati. MARKS went to Cincinnati at b7c -3
MILLER's request, but she briefed GRANT because she was his Senior
Technical Advisor. MARKS’ concerns were that inappropriate and incorrect
selection criteria were used to gather cases, cases were not moving,
decisions were not being made on cases because the Cincinnati staff did not
feel they had the guidance needed to make decisions, and inappropriate
guesticns were being asked of some applicants which were beyond what was
needed. The issue of responsibility was discussed. MARKS conveyed the
feeling that people in Cincinnati were looking for something more. Beyond
that, there was not a discussion of who did what. They needed to continue
to take a look. The conversation was approximately 10-20 minutes.
was also present at the meeting and INGRAM participated telephonicalTy.
GRANT had previously scheduled a time to chat with[::::::]and INGRAM, and
MARKS came in to meet at the same time. [::::::]participated because he was
GRANT's deputy. There was no particular reason why INGRAM was involved.
She was there already.

There was no discussion of follow up actions at the 04/26/2012 meeting.
That would occur after they had briefed the Deputy Commissioner. The
conversation made him think there was merit to the previous letters and he
needed to be aware of the issues before he went to Cincinnati. GRANT had
previously organized a trip for himself and some of his direct staff to go
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to Cincinnati to meet with EO and EP for town hall seminars scheduled to
occur at the end of April/beginning of May.

GRANT had no prior conversations with LERNER on the Tea Party/ Patriot
issue. He did not believe he had a conversation with LERNER after the
meeting with MARKS. At that time, he was more focused on what the actual
situation was and the required response than who should have done what and
when. He knew TIGTA was conducting its own audit and they would have a
full report. GRANT believed that people paid attention to TIGTA audits.

Before participating in the town hall in Cincinnati, he had to know the
concerns previously raised from outside the service were not being
validated at some level by their initial review. There was no time to hash
out a response at this point because he had to go back out to Cincinnati
shortly. GRANT was very concerned about the information. They would have
to give attention to the problem and respond in an appropriate way.

In the e-mail traffic back and forth with LERNER on 04/04/2012, she was

concerned that the Cincinnati office had a lot of work beyond 501 (c) (4)

issues, for example auto revocation cases. She did not want the staff's
work in Cincinnati to be disrupted in order to prepare for GRANT's visit.

He told her he needed to meet with Cincinnati to discuss issues and it was
not going to be "a beating."” who was on GRANT's staff, b6 -3
prepared data on what was happening with various issues in Cincinnati. The b7c -3
EP staff in Cincinnati provided him with briefings. He did not receive

similar information from LERNER or her staff on the EO side.

MARKS,[::::::] and GRANT were the DC representatives in Cincinnati for b6 -3

a town hall meeting. The political advocacy subject came up at the town b7c -3
hall. He did not want to raise the issue because they did not know enough

yet. At some point, people asked about the TIGTA audit and what would

happen. He said something about how they would work together to resolve

things and nobody would "get thrown under the bus.” That was the tone he
wanted to leave with the people out there. There was a concern in
Cincinnati that a TIGTA audit was occurring and they might be left hanging,

somehow béaring responsibility alone. He told them it was not their issue

to deal with alone. Most of the questions he received at the town hall
were about budgets and resource levels, training, job opportunities and

hiring. Answering those types of questions was more what he was trying to
accomplish with the town hall than addressing the political advocacy issue.

There were not a lot of questions about the audit or political advocacy

issues.
GRANT met with while he was in Cincinnati. He did not bé -3
recall specific discussions with her about the audit, but imagined they had bic -3

some discussion. He did not learn anything new about this issue while he
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was there. The town hall was two days, with one day for EP and one day for
EO. Between the time he returned from Cincinnati until the group briefing,
he had no private conversations with MILLER or MARKS. MILLER and MARKS had
worked together many years, so GRANT did not need to counsel MARKS on how
to present material to MILLER. MILLER had great trust in her.

The results of MARKS' Cincinnati trip were briefed to MILLER on
05/03/2012 and 05/04/2012. GRANT believed he was there on 05/03/2012 but
was not certain. He was at the meeting on 05/04/2012. At the briefing for
MILLER on 05/04/2012, MARKS walked through the situation and said they had
some very serious problems in Cincinnati that needed to be addressed.

GRANT, LERNER, and maybe others were also present. MARKS went through the
same four previously mentioned concerns she had from Cincinnati. They
began discussing what they needed to do to address the concerns and provide
additional guidance to Cincinnati. They looked at the selection criteria
and who approved decisions. They also discussed the BOLO and the use of
the names of the organizations and the evolution to a philosophy of using
key words that seemed to lead back to the organizations. He did not recall
whether he learned of LERNER's June 2011 effort to change the BOLO and its
later reversion to the key word philosophy at this meeting.' He never heard
the term BOLO prior to MARKS raising it.

GRANT was aware that from time to time they would aggregate cases and
use selection criteria, such as with conservation easement cases where they

looked at facades, and credit counseling cases. He was not involved in the
selection of the criteria. It did not reach his level. The selection
criteria was wrong. The issue they were looking at was who was making the

decision and how they ended up there. He did not believe there was
discussion of actual deliberate bias, but they could all see how the
perception of bias could be there. He did not remember the conversation
around this particular topic. He did not believe anyone in the room could
think there was any animus or bias. This thought was not actually
discussed in the meeting, rather this was GRANT's speculation.

MILLER wanted people to come back to him with specific recommendations.
MILLER was clearly not pleased to hear of problems and to hear about them
only after he had asked people to go out to Cincinnati. He was not trying
to single out blame at that meeting, but he wanted to make it clear to all
of them that action needed to be taken. It was not MILLER's style to
single out any individual during a group meeting. However, nobody left the
room thinking they had done a great job. GRANT did not recall MILLER's
specific words, but he said that they had a law to administer and needed to
do a better job of it. The meeting lasted about an hour. LERNER spoke at
the meeting, but he did not recall her words. The meeting was mostly MARKS
talking and MILLER asking questions.
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They were supposed to get back to MILLER in approximately a week with
their responses. Before they went back into the next meeting, GRANT looked
at proposals from MARKS and LERNER, and they looked fine,.

There was a meeting approximately a week later with MILLER when the
recommendations were provided. LERNER, MARKS, GRANT and others were at the
meeting. LERNER and MARKS presented the information. GRANT did not recall
whether he had a pre-meeting with LERNER and MARKS. One of the
recommendations at the meeting with MILLER was to follow up with
organizations who had received letters that had inappropriate questions
such as those requesting information on the donor list and membership in
the organization. The follow up action was to contact the organizations to
let them know they did not need to provide the information if they had not
already done sc. If the organizations had already provided the information
requested by the inappropriate questions, they wanted to destroy the
information. They needed to work with the Chief Counsel's office (Counsel)
on how to execute the destruction of that information. There was
discussion of sending people out to Cincinnati for training or live
casework. They opted for live casework. These points were all discussed
before and during the MILLER meeting. MILLER's reaction was that these
ideas seemed reasonable and they needed to make them happen "yesterday." b6 -3

The purpose of the meeting was to move forward. The front line manager b7C -3
was changed. A new person was brought in at MILL<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>