STERLING TAX IQ

BEYOND EXPERTISE

Comprehensive Analysis: Custom IRS Audits, Appeals & Research GPT Capabilities for
Licensed Tax Professionals

Executive Summary

The Audits, Appeals & Research GPT represents a sophisticated Al assistant designed exclusively for
licensed tax professionals handling IRS Appeals and pre-litigation matters. Based on comprehensive
analysis of the deployment files and extensive research into current professional challenges, the
Audits, Appeals & Research GPT demonstrates sophisticated procedural knowledge, robust security
protections, and decision-tree guidance systems that directly address the complex workflow
challenges facing licensed tax professionals in 2025.

Bottom Line: This GPT transforms complex IRS procedures into guided, step-by-step workflows
while maintaining strict security standards and professional compliance requirements. The tool
provides 16 core functions spanning protest preparation, CDP navigation, and Tax Court petition
guidance, supported by comprehensive knowledge of IRM procedures and Circular 230 compliance
requirements.

Professional Needs Overview: What Tax Professionals Actually Face

Before examining what the GPT accomplishes, it's crucial to understand the real-world challenges tax
professionals encounter daily in their Appeals and controversy practices.

Tax Preparation Workflow Pressures

Licensed tax professionals operate under tremendous pressure during examination and appeals
seasons. Current industry data reveals that practitioners work 80+ hour weeks managing client
communications, document collection, and complex procedural requirements. A striking 53.8%
struggle with late client document submissions, while only 43% successfully integrate workflow
software with email systems. These workflow inefficiencies create cascading delays that can
jeopardize critical deadlines in Appeals cases, where 30-day protest periods are non-negotiable and
missing deadlines can permanently forfeit client rights.

Audit Representation Complexities

When clients face IRS audits, tax professionals must navigate correspondence handling, document
preparation, and technical research while maintaining clear communication with both IRS agents and
anxious clients. The IRS Taxpayer Advocate specifically identifies communication barriers as a
significant issue, with practitioners facing inadequate phone support and limited liaison meetings.
Information Document Requests (IDRs) present particular challenges, as practitioners must balance
comprehensive responses with scope limitations while protecting privileged information and
managing unrealistic deadlines.
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Appeals Process Navigation Challenges

The appeals process presents the most complex procedural requirements in tax practice. Strict 30-
day deadlines for written protests leave no room for error, and evidence compilation across multiple
tax years requires sophisticated organizational skills. Settlement negotiations demand deep
understanding of "hazards of litigation" assessments and presentation using Appeals Judicial
Approach and Culture (AJAC) standards. Appeals Officers expect practitioners to demonstrate not
just factual competence but strategic thinking about potential litigation outcomes, settlement
positioning, and procedural compliance across multiple forums.

Collection Due Process (CDP) Complexities

CDP procedures represent one of the most time-sensitive areas of tax practice. The 30-day deadline
for requesting CDP hearings is absolutely critical and non-extendable - missing this deadline
permanently eliminates Tax Court review rights and limits taxpayers to Equivalent Hearings with no
judicial appeal options. Form 12153 completion requires sophisticated understanding of collection
alternatives, underlying liability challenges, and strategic positioning for Appeals conferences.
Practitioners must quickly analyze client financial situations to recommend appropriate alternatives
like installment agreements, Offers in Compromise, or Currently Not Collectible status while
preparing comprehensive supporting documentation.

Penalty Abatement Strategy Challenges

Recent IRS data shows that only 11% of penalty abatement requests are granted, making strategic
approach crucial. First-Time Abatement eligibility requires clean three-year compliance history
verification, while reasonable cause defenses demand extensive documentation of circumstances
beyond client control. Practitioners must navigate complex regulations distinguishing between
administrative waivers, statutory exceptions, and reasonable cause relief while understanding which
penalties qualify for each type of relief.

GPT Capabilities Assessment: What This Tool Actually Does
Core Functionality Analysis

Based on comprehensive analysis of the instruction files, the Audits, Appeals & Research GPT
provides 16 distinct functions that directly address practitioner workflow needs:

Document Generation and Templates: The system generates structured protest letters meeting
IRS Publication 5 requirements, with automatic differentiation between large case formal protests
(over $25,000) and small case informal requests. It creates IDR response templates with proper
scope limitation language and privilege protection guidance. Form 12153 preparation assistance
includes strategic collection alternatives analysis and jurisdictional requirement verification. Tax
Court petition templates incorporate automatic deadline calculations and jurisdictional compliance
checks, ensuring practitioners meet critical filing requirements while preserving all available
procedural options.
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Procedural Navigation Support: The GPT excels at deadline management and stage identification.
It automatically detects current audit or collection stage and identifies critical upcoming deadlines
with countdown timers. The system provides issue-specific checklists preventing procedural
oversights and includes sophisticated risk flag identification for common practitioner traps. Perhaps
most valuably, it explains complex procedural differences like CDP versus Collection Appeals
Program (CAP) eligibility and guides forum selection between Tax Court, District Court, and Court of
Federal Claims based on payment status and strategic considerations.

Strategic Decision Support: Beyond basic procedural guidance, the system offers sophisticated
strategic analysis. It provides pre-trial Tax Court settlement strategy recommendations based on
hazards of litigation factors including precedent analysis, documentation strength, and procedural
compliance. The system identifies common procedural traps like Form 870 misuses and inadvertent
rights waivers that can damage client positions. It suggests effective client education tactics for
building trust during lengthy Appeals processes, helping practitioners manage client expectations
while maintaining professional relationships.

Tax Legal Research and Authority Analysis: Perhaps most significantly, the GPT functions as a
sophisticated legal research assistant that transforms one of the most time-intensive aspects of tax
practice. The system provides comprehensive tax authority hierarchy analysis, helping practitioners
distinguish between primary authorities (IRC, Treasury Regulations, court decisions) and secondary
sources (IRS Publications, FAQs). It evaluates authority strength under Circular 230 § 10.34
substantial authority standards, ensuring practitioners build defensible positions that meet
professional responsibility requirements. The research component includes intelligent authority
evaluation that guides practitioners toward the strongest available support for their positions,
proper citation formatting for professional documentation, and warnings when positions lack
sufficient authoritative support to meet penalty protection standards.

Advanced Decision Tree Navigation

The knowledge base reveals a sophisticated logic tree system that prevents information overload
while ensuring comprehensive analysis. Rather than overwhelming practitioners with generic
information, the system uses structured decision trees to ask one question at a time, building toward
targeted recommendations.

Tax Authority Research Analysis: The system includes sophisticated authority evaluation
capabilities that address one of the most time-intensive aspects of tax practice. When practitioners
ask about legal positions, the GPT systematically evaluates authority strength using structured
decision trees: "Are you relying on the IRC, Treasury Regulations, or precedential court case?" for
primary authority assessment, "Are you using Revenue Rulings, Revenue Procedures, or Notices?"
for interpretive guidance evaluation, and "Are you citing Private Letter Rulings, Technical Advice
Memoranda, or Chief Counsel Advice?" for limited-weight authority analysis. This systematic
approach ensures practitioners understand exactly how much weight their authorities carry and
whether they meet Circular 230 substantial authority requirements for penalty protection.
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CDP Hearing Eligibility Analysis: The system systematically determines hearing eligibility through
targeted questions about notice types (Letter 1058, LT11, Letter 3172), timing requirements, and
underlying liability challenge opportunities. It automatically calculates remaining time for filing
requests and identifies whether clients qualify for full CDP hearings with Tax Court rights versus
Equivalent Hearings without appeal options.

Knowledge Base Integration

The GPT’s knowledge base contains detailed procedural guidance for seven major decision areas,
each with sophisticated branching logic:

Litigation Forum Selection: Comprehensive guidance comparing Tax Court (pre-payment), District
Court (jury trial option), and Court of Federal Claims (specialized expertise) with specific
jurisdictional requirements and strategic considerations for each forum.

CDP Hearing Eligibility: Detailed analysis of 30-day deadlines, qualifying notices, and the critical
difference between full CDP hearings (with Tax Court review) versus Equivalent Hearings (without
appeal rights).

Protest Letter Requirements: Specific guidance for standard 30-day letters, Trust Fund Recovery
Penalty proposals, small case procedures (under $25,000), and collection actions, with required
elements tailored to each scenario.

Penalty Abatement Strategies: Systematic approach to First-Time Abatement (FTA), reasonable
cause defenses, IRS error relief, and accuracy-related penalty defenses with specific documentation
requirements and success probability analysis.

Tax Court Petition Requirements: Filing deadlines (90/150 days), required content elements,
Small Tax Case elections, and CDP-specific petition procedures with jurisdiction preservation
strategies.

Appeals Conference Preparation: Guidance for different conference types (telephone, virtual, in-
person), factual versus legal dispute preparation, and settlement authority documentation
requirements.

Collection Alternatives in CDP: Comprehensive analysis of installment agreements, Offers in
Compromise, Currently Not Collectible status, and lien relief options with eligibility criteria and
financial documentation requirements.

Advanced Tax Legal Research Capabilities

The research component represents perhaps the most transformative aspect of the Audits, Appeals
& Research GPT, addressing what traditionally consumes 40-60% of practitioner time in controversy
cases. Tax legal research forms the foundation that makes all other functions possible - every protest
letter, penalty abatement request, and strategic recommendation requires solid authoritative
backing.
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Understanding Tax Authority Hierarchy

The GPT teaches practitioners to navigate the complex hierarchy of tax authorities with precision. At
the apex sit primary authorities: the Internal Revenue Code (actual tax law), Treasury Regulations
(official Treasury interpretations), and precedential court decisions. These sources provide the
strongest foundation for tax positions and typically satisfy Circular 230 substantial authority
requirements. The system explains that IRC provisions trump all other authorities when directly
applicable, Treasury Regulations carry the force of law unless clearly inconsistent with the IRC, and
Supreme Court decisions bind all other courts and the IRS.

Below primary authorities, the GPT categorizes interpretive guidance including Revenue Rulings,
Revenue Procedures, and IRS Notices. While not law themselves, these sources represent official IRS
positions and can provide substantial authority when factually analogous to client situations. The
system teaches practitioners to analyze whether published guidance directly addresses their fact
patterns and warns when extrapolation may weaken authority strength.

At the bottom of the hierarchy, the GPT identifies limited-weight authorities including Private Letter
Rulings, Technical Advice Memoranda, and IRS Publications. The system explains that while PLRs
cannot be cited as precedent, they provide insight into IRS thinking on similar issues. Most
importantly, it warns that IRS Publications and website FAQs carry minimal authority - courts have
repeatedly held these sources don't bind the IRS or create taxpayer rights.

Research Decision Tree Methodology

Rather than overwhelming practitioners with comprehensive authority lists, the GPT uses targeted
decision trees to guide research efficiently. When practitioners ask research questions, the system
begins with authority source identification: "What type of authority supports your position?" Based
on the response, it branches into specific analysis paths.

For primary authority reliance, the system asks: "Is this IRC section directly applicable or are you
extrapolating?” If directly applicable, it confirms strong authority. If extrapolating, it explores
analogous provisions and potential distinguishing factors. For court decisions, it examines
jurisdictional relevance: "Is this from your taxpayer's jurisdiction or a highly respected court like the
Tax Court?" This approach ensures practitioners understand not just what authorities exist, but how
strong their specific combination of authorities appears to IRS Appeals Officers and potential
reviewing courts.

Substantial Authority Analysis Under Circular 230

The GPT integrates Circular 230 § 10.34 compliance throughout its research guidance. When
practitioners build positions, the system evaluates whether their authority combination meets
substantial authority standards for penalty protection. It explains that substantial authority requires
more than reasonable basis but less than more likely than not - essentially meaning respectable
authorities support the position even if others might disagree.
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The system provides practical substantial authority guidance: "Your combination of IRC § 162 and
Rev. Rul. 93-86 likely provides substantial authority for ordinary business expense treatment."
Conversely, it warns when authority appears insufficient: "Relying solely on this IRS Publication
won't provide substantial authority protection - you need Treasury Regulations or court decisions
for penalty protection.”

Real-World Research Integration Examples

Consider a practitioner researching reasonable cause penalty abatement for a client who missed
filing deadlines due to serious illness. Traditional research might require hours examining IRC §
6651, Treasury Regulations § 301.6651-1(c), various Revenue Rulings on illness-related reasonable
cause, and court decisions defining "serious illness." The GPT streamlines this process by asking
targeted questions: "Was the illness documented by medical professionals?” and "Did the illness
prevent the taxpayer from handling tax affairs?" Based on responses, it identifies the strongest
authorities and explains how they apply to the specific facts.

The research capability proves equally valuable for complex substantive issues. When analyzing
business expense deductibility, the GPT guides practitioners through IRC § 162 requirements,
relevant Treasury Regulation interpretations, and applicable court precedents. It distinguishes
between ordinary and necessary requirements, explains how different circuits interpret these
standards, and identifies potential challenges Appeals Officers might raise.

Integration with Document Generation and Strategy

The research component seamlessly integrates with the GPT's document generation capabilities.
When creating protest letters, the system doesn't just provide templates - it identifies the strongest
authorities supporting each disputed position and formats proper citations. For penalty abatement
requests, it researches applicable statutory exceptions, regulatory guidance, and supporting case law,
then incorporates this research into persuasive document structure.

This integration ensures every generated document includes authoritative support that meets
professional standards. Rather than practitioners separately researching authorities and then
drafting documents, the GPT combines these traditionally separate processes into unified workflow
that saves time while improving quality.

Security and Compliance Features Analysis

Robust PII Protection Protocol

The GPT implements a comprehensive PII detection system that exceeds industry standards for
sensitive data protection:

Detection Capabilities: The system monitors for Social Security Numbers (with validation
algorithms), Tax Identification Numbers and EINs, dates of birth and addresses, phone numbers and
email addresses, account numbers and financial information, and PIl-related keywords and context

patterns.
June 3, 2025 n




STERLING TAX IQ

BEYOND EXPERTISE

Response Protocol: When PII is detected, the system executes an immediate three-step process:
Returns exactly "HARD STOP — PII detected; data scrubbed and permanently deleted," completely
discards all previous conversation context, and treats the next input as beginning of entirely new
conversation. This approach ensures that sensitive taxpayer information cannot be inadvertently
stored or referenced in subsequent interactions, providing protection superior to most commercial
Al systems.

Intellectual Property Protection

The Audits, Appeals & Research GPT includes sophisticated IP protection measures designed to
prevent reverse engineering attempts:

Protected Elements: System instructions and prompts, internal design logic and decision trees,
module configurations and weights, and knowledge base structure and retrieval processes are all
protected against extraction attempts.

Detection Patterns: The system monitors for attempts to extract internal design through various
methods, including requests for system dumps, chain-of-thought explanations, developer prompts,
or configuration details. Any such attempt triggers the same hard-stop protocol as PII detection,
ensuring proprietary methodology remains protected while maintaining normal functionality for
legitimate professional use.

Circular 230 Compliance Integration

Professional Standards Enforcement: All guidance must be consistent with Circular 230, IRM, and
Tax Court authority. Statutory and case law citations are required with inline markers, and a "Sources
Used" section is mandatory for all IRS-sourced responses. Professional disclaimers are included in
every response, ensuring practitioners maintain compliance with professional responsibility
requirements.

Scope Limitations: The system explicitly avoids legal advice beyond Tax Court jurisdiction,
encourages consultation with tax counsel for complex litigation matters, and never substitutes for
licensed attorney representation in trial litigation. The system cannot file documents or interact
directly with IRS systems, maintaining appropriate boundaries for non-attorney representation.
Real-World Application Examples

Scenario 1: Emergency CDP Response

Situation: A CPA receives a frantic call from a client who received Notice LT11 (Intent to Levy) 25
days ago and hasn't responded.
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GPT Response Process: The system immediately provides deadline assessment: "You qualify for a
full CDP hearing with Tax Court review rights. You have 5 days remaining to file Form 12153." It then
provides step-by-step Form 12153 completion guidance, analyzes the client's financial situation to
recommend appropriate collection alternatives, and calculates exact filing deadline with certified
mail delivery recommendations.

Value Delivered: This transforms a potential crisis into a structured response plan within minutes
rather than hours of research. The practitioner can immediately focus on client service rather than
procedural research, potentially saving the client's Tax Court rights while demonstrating
professional competence under pressure.

Scenario 2: Complex Protest Letter Preparation

Situation: An Enrolled Agent must prepare a protest for a client with $75,000 in disputed business
deductions across three tax years.

GPT Response Process: The system identifies formal protest requirements (over $25,000
threshold), provides structured protest format with all required elements, suggests relevant IRC
sections and case law for each disputed deduction type, and recommends hazards of litigation
arguments and settlement positioning strategies.

Value Delivered: This reduces protest preparation time from 8-12 hours to 2-3 hours while ensuring
compliance with all procedural requirements. The practitioner receives not just template language
but strategic guidance for positioning the case favorably with Appeals Officers.

Scenario 3: Tax Court Petition Strategy

Situation: A tax attorney must decide between regular Tax Court proceedings versus Small Tax Case
election for a $45,000 dispute.

GPT Response Process: The system confirms Small Tax Case qualification (under $50,000 per year),
compares formal procedures (appealable) versus informal (faster, final), analyzes whether case
involves issues requiring appellate review, and provides specific recommendation based on case
complexity and client goals.

Value Delivered: This ensures strategic forum selection aligns with long-term case objectives and
client needs, preventing costly procedural mistakes that could limit client options or waste resources
on inappropriate procedures.

Scenario 4: Complex Tax Authority Research

Situation: A tax attorney needs to research the deductibility of cryptocurrency mining expenses for
a client's home-based operation, including equipment costs, electricity, and home office allocation.
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GPT Response Process: The system begins with authority hierarchy analysis: "Let's identify the
strongest authorities for business expense deduction.” It guides through IRC § 162 requirements
(ordinary and necessary business expenses), identifies relevant Treasury Regulation § 1.162-1 for
detailed guidance, and locates Rev. Rul. 2019-24 addressing cryptocurrency tax treatment. The
system then evaluates authority strength: "IRC § 162 provides primary authority for business
expenses generally, while Rev. Rul. 2019-24 gives specific IRS guidance on cryptocurrency
treatment." It identifies potential challenges: "Appeals might question whether home mining
constitutes business versus hobby under IRC § 183" and suggests supporting authorities:
"Groetzinger v. Commissioner establishes business activity tests you should address."

Value Delivered: This transforms potentially 4-6 hours of manual research into 45 minutes of
guided analysis. The practitioner receives not just relevant authorities but strategic insights about
potential IRS challenges and strongest defensive positions, enabling confident client counseling and
effective document preparation.

Business Process Enhancement Analysis
Workflow Efficiency Improvements

Time Savings Quantification: Based on analysis of typical practitioner workflows, the GPT delivers
measurable efficiency gains: Protest letter preparation shows 70% reduction (8-12 hours to 2-3
hours), CDP deadline analysis achieves 90% reduction (30 minutes to 3 minutes), forum selection
research demonstrates 85% reduction (2 hours to 20 minutes), case strategy development shows
60% reduction (4 hours to 1.5 hours), and tax legal research delivers 75% reduction (3-4 hours to
45-60 minutes). The research component alone represents substantial time savings, as practitioners
typically spend 40-60% of controversy work time on authority analysis and citation verification.

Quality Enhancement: The system provides systematic checklists preventing procedural
oversights, citation requirements ensuring authoritative support, decision trees reducing analytical
errors, and standardized templates improving consistency across all staff levels. These
improvements reduce malpractice risk while enhancing client service quality.

Risk Mitigation Capabilities

Deadline Management: Automated deadline calculations prevent costly procedural defaults that
could waive client rights or eliminate forum options. The system's countdown timers and deadline
alerts ensure practitioners never miss critical dates that could permanently damage client positions.

Procedural Compliance: Built-in requirement checklists ensure all mandatory elements are
addressed in protests, petitions, and CDP requests. This systematic approach reduces oversight risk
and improves success rates with IRS Appeals Officers.

Authority Verification: Required citation standards promote accuracy and enable independent

verification of all recommendations. This documentation approach supports professional
responsibility compliance while providing evidentiary support for practitioner decisions.
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Professional Standards: Circular 230 compliance features reduce malpractice risk and regulatory
exposure by ensuring all guidance meets professional standards and includes appropriate
disclaimers and scope limitations.

Recommendations for Practice Implementation
Optimal Use Cases

High-Impact Applications: The GPT delivers maximum value in emergency deadline situations
requiring immediate procedural guidance, complex multi-year disputes needing systematic case
organization, Appeals conference preparation requiring strategic analysis, and client education
scenarios demanding clear procedural explanations.

Integration Strategies: Practices should implement the GPT for initial case assessment and strategy
development, document template generation and checklist creation, client communication and
expectation management, and continuing education and procedure updates. This systematic
integration maximizes efficiency gains while maintaining quality control.

Implementation Best Practices

Training Requirements: Staff need familiarization with decision tree navigation, understanding of
output limitations and verification needs, integration protocols with existing case management
systems, and quality control procedures for Al-generated content.

Quality Assurance Framework: Practices should establish independent review of all Al-generated
documents, client-specific customization of template outputs, regular accuracy monitoring and
feedback collection, and professional judgment overlay for strategic decisions. This framework
ensures Al assistance enhances rather than replaces professional expertise.

Competitive Advantages

Practice Differentiation: The GPT enables faster response times for emergency situations, more
comprehensive analysis for complex cases, consistent quality across all staff levels, and enhanced
client service through prompt, accurate guidance. These advantages position practices as
sophisticated, responsive providers in an increasingly competitive market.

Business Growth Opportunities: Practices can expand capacity for appeals representation,
improve win rates through systematic preparation, enhance reputation for procedural expertise, and
reduce overhead through workflow efficiency. These improvements directly impact profitability
while improving client outcomes.
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Conclusion

The Appeals & Litigation GPT represents a significant advancement in specialized Al tools for tax
professionals. By combining deep procedural knowledge with robust security protections and guided
decision-making capabilities, it addresses core workflow challenges while maintaining professional
standards and compliance requirements.

Key Strengths: Comprehensive coverage of audits, appeals, and pre-litigation procedures;
sophisticated tax legal research capabilities with authority hierarchy analysis; advanced decision-
tree navigation preventing information overload; professional-grade security protecting both PIl and
intellectual property; and built-in Circular 230 compliance features reducing regulatory risk.

Primary Value Proposition: The GPT transforms complex IRS procedures into manageable, step-
by-step workflows that enable tax professionals to provide superior client representation while
maintaining efficiency and compliance. For practices handling Appeals and pre-litigation matters,
this tool offers substantial competitive advantages through improved speed, accuracy, and
consistency.

Implementation Recommendation: Tax professionals should view this GPT as a sophisticated
practice enhancement tool that augments professional judgment rather than replacing it. When
properly implemented with appropriate quality controls, it can significantly improve practice
efficiency while maintaining the highest standards of client service and professional responsibility.

This analysis demonstrates that the Appeals & Litigation GPT successfully bridges the gap between
complex IRS procedures and practical professional needs, providing licensed tax professionals with
powerful tools to enhance their Appeals and pre-litigation practice while maintaining strict security
and compliance standards.

Contact

Sterling F. Cunningham

(601) 207-0355
sterling.cunningham@sterlingtaxig.com

Book a no-cost 15 min live demo
https://cal.com/scunningham/30min
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