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CHAPTER 74—CLOSING AGREEMENTS AND
COMPROMISES
Sec.
7121. Closing agreements.
7122. Compromises.
7123. Appeals dispute resolution procedures.
7124. Cross references.

AMENDMENTS

1998—Pub. L. 105-206, title III, §3465(a)(2), July 22,
1998, 112 Stat. 768, added items 7123 and 7124 and struck
out former item 7123 ‘‘Cross references’’.

§7121. Closing agreements

(a) Authorization

The Secretary is authorized to enter into an
agreement in writing with any person relating
to the liability of such person (or of the person
or estate for whom he acts) in respect of any in-
ternal revenue tax for any taxable period.

(b) Finality

If such agreement is approved by the Sec-
retary (within such time as may be stated in
such agreement, or later agreed to) such agree-
ment shall be final and conclusive, and, except
upon a showing of fraud or malfeasance, or mis-
representation of a material fact—

(1) the case shall not be reopened as to the
matters agreed upon or the agreement modi-
fied by any officer, employee, or agent of the
United States, and

(2) in any suit, action, or proceeding, such
agreement, or any determination, assessment,
collection, payment, abatement, refund, or
credit made in accordance therewith, shall not
be annulled, modified, set aside, or dis-
regarded.

(Aug. 16, 1954, ch. 736, 68A Stat. 849; Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834.)

AMENDMENTS

1976—Subsecs. (a), (b). Pub. L. 94-455 struck out ‘‘or
his delegate’ after ‘‘Secretary”’.

§7122. Compromises

(a) Authorization

The Secretary may compromise any civil or
criminal case arising under the internal revenue
laws prior to reference to the Department of
Justice for prosecution or defense; and the At-
torney General or his delegate may compromise
any such case after reference to the Department
of Justice for prosecution or defense.

(b) Record

Whenever a compromise is made by the Sec-
retary in any case, there shall be placed on file
in the office of the Secretary the opinion of the
General Counsel for the Department of the
Treasury or his delegate, with his reasons there-
for, with a statement of—

(1) The amount of tax assessed,

(2) The amount of interest, additional
amount, addition to the tax, or assessable pen-
alty, imposed by law on the person against
whom the tax is assessed, and

(3) The amount actually paid in accordance
with the terms of the compromise.
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Notwithstanding the foregoing provisions of this
subsection, no such opinion shall be required
with respect to the compromise of any civil case
in which the unpaid amount of tax assessed (in-
cluding any interest, additional amount, addi-
tion to the tax, or assessable penalty) is less
than $50,000. However, such compromise shall be
subject to continuing quality review by the Sec-
retary.

(c) Rules for submission of offers-in-compromise
(1) Partial payment required with submission
(A) Lump-sum offers
(i) In general

The submission of any lump-sum offer-
in-compromise shall be accompanied by
the payment of 20 percent of the amount of
such offer.

(ii) Lump-sum offer-in-compromise

For purposes of this section, the term
“lump-sum offer-in-compromise’” means
any offer of payments made in 5 or fewer
installments.

(B) Periodic payment offers
(i) In general

The submission of any periodic payment
offer-in-compromise shall be accompanied
by the payment of the amount of the first
proposed installment.

(ii) Failure to make installment during
pendency of offer

Any failure to make an installment
(other than the first installment) due
under such offer-in-compromise during the
period such offer is being evaluated by the
Secretary may be treated by the Secretary
as a withdrawal of such offer-in-com-
promise.

(2) Rules of application
(A) Use of payment

The application of any payment made
under this subsection to the assessed tax or
other amounts imposed under this title with
respect to such tax may be specified by the
taxpayer.

(B) Application of user fee

In the case of any assessed tax or other
amounts imposed under this title with re-
spect to such tax which is the subject of an
offer-in-compromise to which this sub-
section applies, such tax or other amounts
shall be reduced by any user fee imposed
under this title with respect to such offer-in-
compromise.

(C) Waiver authority

The Secretary may issue regulations waiv-
ing any payment required under paragraph
(1) in a manner consistent with the practices
established in accordance with the require-
ments under subsection (d)(3).

(d) Standards for evaluation of offers
(1) In general
The Secretary shall prescribe guidelines for

officers and employees of the Internal Revenue
Service to determine whether an offer-in-com-
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