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TRI Essentials 250A

Why are we here today?

The Tax Resolution Institute prides itself in assisting accounting, legal and other
professionals resolve their client’s tax problems and grow their businesses

Take advantage of one of our many programs

* We help you make more money

* We teach you how to become a tax resolution specialist

* We become your partner working side-by-side to fix your client’s IRS and State
income, payroll (collection issues) and tax audit issues

* Or...we become your trusted referral source




WHY TAX RESOLUTION?




26 Million of 153 Million U.S. taxpayers...

Can’t afford to pay
or disagree with the amount they owe the IRS



Three Professions with Tax Problems

e Real estate brokers
* Attorneys

 Self employed taxpayers (both income & payroll
tax issues)



What will be covered today (Day 1)

Solving income and payroll
taxes

Sequence of events
Powers of attorney
Transcripts

Anatomy of payroll taxes

IRS National and Local
Standards

Installment Agreements
Offers in compromise (basics)
Low Hanging Fruit

Marketing

Cost segregation

Estate planning

Audits




What will be covered tomorrow (Day 2)

Review of day 1

Advanced offers in compromise
Taxes and bankruptcy

Selling your services

Canopy

Innocent Spouse

Appeals (various types)

IRS criminal investigation (Cl)



Today’s Keynote Speaker
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@

Peter Y. Stephan, CPA
Director of the Tax Resolution
Institute



What is tax resolution?



Tax Resolution

The practice of resolving a person’s or business’s Federal or State
tax issues using one or more of the various methods available.

The two main areas of tax liability that will be covered in this
course are income taxes and payroll taxes.




Solving Income Tax Issues

5 most common methods:

*|nstallment agreement

e Currently Not Collectible (“CNC”) Status
Partial-pay installment agreement (“PPIA”)
e Offer in compromise (“OIC”)

*Discharging taxes in bankruptcy

access your free content at www.taxresolutioninstitute.org



Solving Payroll Tax Issues

4 most common methods:

* Installment agreement

 Partial-pay installment agreement (PPIA)
* In-business offer in compromise (“OIC”)
* Hybrid Bulk-Sale and OIC




Polling Question 1

Do you currently have clients with tax collection issues?

(800) 658-7590 www.taxresolutioninstitute.org




Sequence of Events



Step 1: Meet with the client (by telephone or in person)

e |dentify and define issues
 Discuss the process and expectations from the client
 Estimate fees (lots more on this later today)



Step 2: Prepare Documents

* | etter of Engagement (work agreement)
* Power of Attorney Form/s

e Payment Forms — ACH, credit card, PayPal



Step 3: Contact Government

* Fax power of attorney (east or west coast CAF unit)
* Call government representative (ACS or R/O)

* Assess client’s (actual) situation

* Request hold on collection (if applicable)



Step 4: Obtain or Prepare Tax Returns

* Collect information
* Prepare delinquent tax returns

* Obtain duplicate original copies of all prepared tax
returns

e Calculate total estimated tax liability including
penalties and interest



Step 5: Prepare Collection Information Statement

e Obtain draft copy from client
* Prepare 433A, 433F 4338, etc.

* |[f applicable contact the client to discuss options to
ower Monthly Disposable Income (“MDI”)




Step 6: Negotiate with the Government

* Have all paperwork (including IRS auto debit form i.e.
433D) prepared prior to call

* Be ready to submit documents via fax if requested

* |[f you are on the phone with Automated Collections
(“ACS”), and it is not going well, end the call and try
again



Step 7: Provide the client a comprehensive summary

* Let the client know the agreed upon terms

* Provide specific instructions relating to payment dates
and amounts

e Let the client know that if automated payments do not
start when expected, they should make interim
payments until the auto-pay kicks in



Typical
Tax Resolution
Case Workflow

New Client
Request Client Information
{send Collection Information Statement. Request substantiation ond tax information)
Contact Client
(to introduce himself as attorney assigned to Client's case)

Impending
Call to Action
(bank levy, garnishment, NIL)

Calendar Action No Current Call to
{with 5-day reminder) Action

Contact Government Prepare Tax Prepare Collection
(Request hold on collection) Returns [Information Statement

Contact Government for
Resolution

Send Closing
Correspondence to
Client




Polling Question 2

What is the most common tax collection issue you face
onh an annual basis?

(800) 658-7590 www.taxresolutioninstitute.org




Powers of Attorney



Power of Attorney
and Declaration of Representative
DemEtmentottte Teasmry _ o .
Inter reLl R nua Sarvis - Type or prist. I See the separate strectio ss.
Power of Attorney
Cautiort A separale Form 2548 should be comple ] (payer. Form 2 will not be honoed
for any purpose other than representation before the IRS.
1 Taxpayer information. Taxpaysr must sign and dats th
Taxpaysr nams and acdd re Taxpayer identific ation num be
John Doe 987-65-4321
1234 Memory Lane

Mame and address
y CPA
1234 Business Court
Anytown, USA 12345
Check if to =nt notices and communications Check if ne

Fax Mc
Check if new: Address [ |

CAF No.

Fax Mc
Check if new: Addre

Income

Specific wse mot reconded on Centmliced Authorikation File {GAR). If the

with this =
he

or ratum infa mat
Q Disz bsure

[ other a=ts authoriz

OMB Mo, 15450150
Far RS Use Only

Fiecstved by:

Mame

Tekpl

Fun

Plan number (f applable)




Form 2848 (Rev. 3-2H2) Page 2

& i i prior of The filing of this powsr of attomey automatizally vokes all sarlier powsis) of
attomey on fil with the Internal Feve nus Ssrvics forthe sams mattsrs and years or pericds covered by this decument. If yc.u.ln.nmam
1o mvoke a prior powsr of attornsy, check hers . . S e
YOU MUST ATTAC H A COPY OF ANY POWER OF ATTORNEY YOU WANT TO REMAIN IN EFFECT.

Signatare of taxpayer. If a tax matter concerns a year in which a joint return was filsd, the husband and wife must sach file a s=parats powsr
of attorney sven if the sams = pressniativels) i (ars) being appainied . i skansd by a corporats officsr, partner, guardian, tax mattsrs partner,
sxscutor, mesiver, administrator, or trustss on behalf of the tax paysr, | cartify that | havs the authority 1o =xecuts this form on bshalf of the
fanpaysr.

P IF NOT SIGNED AND DATED, THIS POWER OF ATTORNEY WILL BE RETURNED TO THE TAXPAYER.

Signature Titk: (if applicable)

John Doe

Frint Name FIN Number Print nams of taxpayer from line 1 if other than individ ual

Declaration of Represe ntative
Uncler p=naltiss of perjury, | declar that:

| am nat cumrently under suspension or disbarment from practice before the Inte mal Revenue Servics;
« | am aware of requlations contained in Circular 230 (31 CFR, Part 10, as ame nded, conceming practice befors the Intzrnal Revenus Service;
« | am authorized to mpressnt the taxpaysr dentified in Part | for the matteris) specified thers; and
« | am ane of the fallwing:
a Attomey—a memberin good standing of the bar of the highest court of the jurisdiction shewn be ko,
b Certified Public Azcountant—duly qualified 10 practics a= a cerified public aczountant in the jurisdiction = hown below.
e Enmlld Agent— enollzd as an agent under the mquirments of Cirular 230
d Officar—a bona fide officar of the taxpayar's omanization
@ FulFTime Employes —a fulktime & mployes of the taxpayer.

£ Famiy Membar—a membsr of the taxpayer's immediats family (for exampls, spouse, parent, child, grandpars nt, grandchild, stap-parsnt, stap-
child, brother, or sistan.

@ Enrclied Actuary—enrolled as an actuary by the Joint Board for the Enoliment of Actuaries under2g ULS.C. 1242 fthe authority to practice befare
the Internal Revenus Service is limited by s=ction 10.34) of Circular 230).

b Unenmlied Return Preparer—Your autharity to practics befor the Internal Hevenua Ser\rne B I\mmad You must have been eligiblk tosign the
retum underexamination and have signed the return. See Notice 2011-6 for tax retarn and
retarn preparers in the instrections.

i Registersd Tax Return Preparsr—mgistermd a5 a tax rmtum preparsr undsr the meuisments of ssction 10.4 of Gircular 230, Your authority to
pmcties bafors the Intsrnal Revenus Servizs i limicl. You must hava besn sigibl 0 sinths tum unds sxamination and hevs signed the
r=tum. Sea Notice2011-6 and Special rules for retern retam

k Student Attornsy or CPA—mcsives psrmission to practizs befors the IRS by virtus of hisher status as a law, business, or accounting studs nt
warking in LITC or STCP undersection 10.7d) of Circular 230, S instrutions for Part || ior additional infrmation and meuirmants.

r Enrclied Retiement Plan Agent—enrolled as a retie ment plan agent under the equirments of Circular 230 fhe autharity o practice befors the
Internal Bevenus Ssrvics is limitedl by s=ction 10.3(2].
» IF THIS DEGLARATION OF REPRESENTATIVE IS NOT SIGNED AND DATED, THE POWER OF ATTORMEY WILL BE
RETURNED. REPRESENTATIVES MUST SIGN IN THE ORDER LISTED IN LINE 2 ABOVE. See the instructions for Part Il.

MNote: For designations d-f, = nter your tills, pesition, o relationship to the taxpaysrin the 'Lizensing jurisdiztion’ column, Sss the instructions for Part I
for more infomation.

Bar, licanss, cerification,
regktiation, or snrollmsnt
numbsr [if ap plicabls),
= inetructione for Part |l for
mors infarmation.

Licensing jurisdiction
state] or other
lisaneing authrity | o
{if applizabls)

Designation—
Inssrt abeve
letter v

CA 999999




IRS Transcripts



Internal Revenue Service Eseics

DEPARTMENT OF THE TREASURY

This Product Contains Sensitive Taxpayer Data

Reguest Date: 0&6-1Z-2005

Account Transcript Respanse Date:  05-12-200%
Tracking Number: 1000450522838

FORM NUMEER: 10402 TI¥ PERTIOD: Dec 31, 2001

TAXPAYER IDENTIFICATION NUMEER: _

<<<<DOWER OF ATTORNEY,/ TAX INFORMAT ION AUTHCRIZATION (POR, ON FILE>>>>
--- BNY MINUS SIGN SHOWN EELOW SIGNIFIES A CREDIT EMOUNT -

34,263.33

13,359 &6

0.0

LCCOUNT EALENCE PLUS ACCRURLS
(this is not & payoff amount): 58,225.

** INFORMATION FROM THE ADJUSTED *
04 FILING STATUS: Single
80,102.00
€3,352.00

0.00

80, 400.00

12,308.00

ERETIEN IUE DITE OR BETURN RECETVED [ETE (WHICHEVER IS IXTER)
DPROCESSING DATE

( TRANSACTIONS

CODE EXPLANATION OF TRANSACTION CYCLE DATE

150 Substitute tax return prepared by IRS 12-25-2003




45210-334-28288-3

Irquiry for ron-filing of tax retum
Additioral accourt action perding
Examiratior of tax return

Peralty for not pre-paying tax
Peralty for filing tax veturn after the due date
Additioral tax assessed by examiration
43247-633-00238-4

Irterest charged for late payment
Peralty for late payment of tax
Duplicate returrn filed
835221-228-31843-4

Amerded returm filed

43277-445-01093-5

Reduced or removed penalty for filing tax return
after the dne date

Peralty for filing tax returr after the due

Reduced or removed penalty for not pre-;
tax

Peralty for not pre-paying tax

Prior tax sbated

43254-445-00168-5

Reduced or removed penal, vt of
tax

Reduced or removed intere! r late
payment

Balarce due acc ot collectable
Appointed repre

Accourt currently con collectable
Offer irn compromise receiwed

Tax pericd blocked from automated levy program
Deried offer in compromise

Lier placed or assets due to balarce owed
Removed appointed representative

Offer in compromise receiwved

Removed offer in compromise

Appointed represertative

Tax pericd blocked from automated levy program
Offer in compromise receiwved

Deried offer in compromise

Balarce due account currertly rot collectable

03-17-2002
12-239-2002
12-23-2002

20043508 09-13-2004

20043508 09-13-2004

20043508 09-13-2004

20043508 03-13-2004

20043508 03-13-2004

20043508 03-13-2004

03-14-2005

03-14-2005

03-14-2008

04-28-2005

04-27-2005
05-0Z-2005
06-21-2005
07-11-2005
08-18-2005

01-17-2006
01-27-2006
03-0Z2-2006
05-08-2006
06-14-2006
01-22-2007
03-06-2007

$0.00
$0.00

$0.00

$936.00

7,
7,

-$5,

$50,034.00

8.74

,254.33

$0.00

$0.00

425_65

$5,425.65

-$1,044 00

$1,044.00

-$24,114.00

-$2,718.53

-§2,771.19

$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00




Payroll Taxes



Payroll Taxes

e “Borrowing” from the Government
 Section 6672 of the tax code makes individuals personally liable

* The withheld amounts constitute a “fund” one holds in “Trust”
for the government.




Components of Payroll Taxes

Comprised of:

 Trust fund portion (employee withholdings including taxes,
Social Security and Medicare)

e Non trust fund portion
* Interest (compounded daily)
e Penalties

Not Dischargeable in Bankruptcy

Trust Fund portion assessed personally to Responsible Person/s



US Code § 6672 (IRM 8.25.1)

A person will be held personally liable for the withheld
taxes if...

they are responsible for its collection and payment
Their failure to collect the tax and pay it over is
“willful”



Polling Question 3

Have you ever submitted a streamlined
installment agreement?



Introduction to Installment
Agreements



Installment Agreement

* A payment plan between taxpayer and the Government
* Some agreements require the full payment of the tax liability

* Other agreements allow the taxpayer to partially pay their liability in
monthly installments based upon their ability (or inability) to pay over time

e Taxpayer must be in and remain in compliance

* [RS has ten-year statute of limitations on “active” collection




Streamlined Installment Agreement

Taxpayer is in compliance and able to full-pay their liability over time (up
to 72 months)

* Taxpayer owes less than $25,000
* Taxpayer owes less than $50,000

e Representation fees are lower but installment payments are typically
higher

If client is “uncollectable” this type of agreement will not work




Installment Agreement Forms

433A

Collection information statement for individuals (Revenue
Officer)

433F

Abridged collection information statement for individuals
(automated collections)

433B
Collection information statement for businesses

9465/FS
Installment agreement request form




Tips & Traps

Installment Agreements

. Be sure to complete Form 433-F or 433-A before you contact the IRS.

2. The information in Form 433-F is often supplied to the IRS over the phone. Be sure tofill on all

boxes ctions that apply to you. The IRS does not like blanks.

. Createa separate sheet showing your income and expel Calculate your take-home income
minus your living expenses prior to contacting the IRS. This will be the amount the IRS will
expect you to pay on a monthly basis.

4. The allment agreement calculation may be
f negative. If the amount is han zero, request to
be placed inte Currently Non Collectabl tus.

. If your calculation is too low ubstantially below

H e I pful zero) then the IRS may not consider your expenses to

be real.

TIpS . The IRSwill compare your bank account deposits with
the amount you claim as take-home income. Be sure
that either th amounts match or that you can

non-income (i.e. loans,
transfers from savings, transfers from cther accounts
ed on the 433).

. Provide three months billing invoices - tantiate living expens Also
include proof of payment either s or bank statements showing the paid
expenses. Simply owing the mone: ot enough to make an expense allowable.

. If you have more Monthly Disposable | ne (“MDI") than you are able to pay to the IRS as an
ongeing installment payment, you can i se your expenses to lower your MDI. For example
you could:

a. Trade in a car you own outright and lease or purchase another car. Note that leasing a
car will add a new allowable expense without adding an additicnal asset.

. If you are self-employed you can make or increase estimated tax payments for the
current tax year. This will lower your disposable income and increase the chance of
staying in compliance moving forward.

. If you are an employee you can increase your withholding tax if you typically owe taxes
atthe end of theyear. B eful not to over withhold as refunds will be kept by the IRS
and applied to the back taxes owed.

d. Buyterm life insurance. This is an allowable expense that carries no cash value.

9. Askfor 72 months to pay. If your MDI is too high, try taking your total liability and dividing it by

72. If the amount is less than your MDI, you may request that your full liability be paid over the
6-year period. This does not always work but it is worth a try.

Find these tips and other valuable
materials on the web at
www.taxresolutioninstitute.org/250A
tab or by emailing us at
info@taxresolutioninstitute.com




IRS National & Local Standards



Food, Clothing and Other Items

$307 $583 $668 $815
Housekeeping supplies S30 S60 S60 S71
Apparel & services S80 $148 $193 $227
Personal care products & services S34 S61 $62 S74
Miscellaneous $119 $231 $266 $322
Total §570 $1,083 51,249 $1,509

More than 4 persons Additional Persons Amount

For each additional person, add to four-person total allowance: $341




Housing and Utilities

Housing and

Utilities for a

Family of 5 or
more

Housing and Housing and Housing and Housing and
Utilities for a Utilities for a Utilities for a Utilities for a
Family of 1 Family of 2 Family of 3 Family of 4

Kings County
Lake County
Lassen County

Los Angeles
County

Madera County

Marin County




Transportation

Public Transportation

Ownership Costs

1 Car
S471

Operating Costs

1 Car
West Region

Los Angeles

San Diego

San Francisco




Out-of-Pocket Health Care

Ownership Costs Out of Pocket costs

65 and Older S130




Polling Question 4

When you receive an acceptance of an installment
agreement to you consider it a success regardless of the
payment amount?

(800) 658-7590 Www.taxresolutioni4t7ute.org



Case Study 1
Installment Agreement



Case Study (CS-2)
Installment Agreement

e Family of 4
* Living in Los Angeles

* Husband is a self-employed salesperson (expects to earn
substantially more income in the near future)

* Wife works and is a W-2 wage earner

e Taxes are withheld from Wife's paycheck and Husband is making
estimated tax payments.

e Wife owns a vehicle with a small amount of equity

* Husband leases another vehicle

* They own a single family home with some equity

* Wife has an IRA with a relatively low value ($12,858)
* They owe approximately $487,000 in unpaid taxes.



Collection Information Statement

Name(s) and Address

John and Jane Doe
1234 Memory Lane
Anytown, USA 12345

D If address provided above is different than last return filed,
please check here

Your Social Security Number or Individual Taxpayer |dentification Number

123-45-6789

Your Spouse’s Social Security Number or Individual Taxpayer |dentification Number

987-65-4321

County of Residence
Los Angeles

Your Telephone Numbers
Home: (818) 555-1212

Work:

Cell:

Spouse’s Telephone Numbers
Home:
Work:

Cell: N\

Enter the number of people in the household who can be claimed on this year's tax return including you and your

r A A}
spouse. Underéi 4 fﬂSand Over

If you or your spouse are self employed or have self employment income, provide the following information:

Name of Business Business EIN

Type of Business

Number of Employees (not counting owner)

A. ACCOUNTS / LINES OF CREDIT Include checking, online, mobile (e.g., PayPal) and savings accounts, Certificates of Deposit,
Trusts, Individual Retirement Accounts (IRAs), Keogh Plans, Simplified Employee Pensions, 401(k) Plans, Profit Sharing Plans,
Mutual Funds, Stocks, Bonds and other investments. If applicable, include business accounts. (Use additional sheets if necessary.)

Name and Address of Institution

Account Number

Type of
Account

Current Check if
Balance/Value Business Account

Main Bank 111 Main Bank Ave, Anvtown, USA

11-11111-11

Checking

1.208

Retirement Bank. 123 Retirement Ave, Anytown, USA

123-456789

IRA

6.429

Business Bank, 222 Business Way. Anytown. USA

22-222222

Checking

227

Enter the # of
persons in
household here.
The # should be
the same as
declared on
client’s tax return




B. REAL ESTATE Include home, vacation property, timeshares, vacant land and other real estate. (Use additional sheets if necessary.)

Description/Location/County

Monthly Payment(s)

Financing

Current Value

Balance Owed

Equity

Single Family Residence
1234 Memory Lane
Anytown, USA 12345
Los Angeles

[x] Primary Residence [ | Other

3,028

Year Purchased
2012

Purchase Price
785,000

Year Refinanced

Refinance Amount

850,000

678,000

[ ] Primary Residence [ | Other

Year Purchased

Purchase Price

Year Refinanced

Refinance Amount

C. OTHER ASSETS Include cars, boats, recreational vehicles, whole life policies, etc. Include make, model and year of vehicles

and name of Life Insurance company in Description. If applicable, include business assets such as tools, equipment, inventory, eic.

(Use additional sheets if necessary.)

Description

Monthly Payment

Year Purchased |Final Payment (mo/yr)

Current Value

Balance Owed

Equity

Nissan Maxima

350

2014

1 / 19

26,380

23,150

3,230

Ford Edge

471

2015

7 / 19

0

16,956

0

]

NOTES (For IRS Use Oniy)

Housing

Note: If equity
was negative

enter “0”




Credit Cards

Credit card
payments are
considered
“allowable” as part
of “Miscellaneous”
below in Section
H1. Any amount
above the $300
allowance below
will not be
considered

Page 2 of 4

D. CREDIT CARDS (visa, MasterCard, American Express, Department Stores, eic.)

Type Credit Limit Balance Owed

None /(

E. BUSINESS INFORMATION Complet r Accounts Receivable owed to you or your business. (Use additional sheets if
necessary.) Complete E2 if you r business accepts credit card payments.

E1. ACCOUWG to you or your business

Mame Address

Amount Owed

List total amount owed from additional sheets

Taotal amount of accounts receivable available to pay to IRS now

E2. Name of individual or business on account

Credit Card

fitia, Wasler Gand 6l Issuing Bank Name and Address

Merchant Account Number




F. EMPLOYMENT INFORMATION If you have more than one employer, include the information on another sheet of paper.
(If attaching a copy of current pay stub, you do not need to complete this section.)

Your current Employer (name and address) Spouse’s current Employer (name and address)

Self Employed Wa g e S

| _ Be sure to
How often are you paid? (Check one) How often are you paid? (Check one)

[ | Weekly [ ]Biweekly [ ] Semi-monthly [ | Monthly [ weekly  [[]Biweekly [] Semi-monthly [X] Monthly ca | Ccu I ate th e
Gross per pay period Gross per pay pel‘im\
Taxes per pay period (Fed) (State) (Local) Taxes per pay perio : (State (Locs) wWa ges m i Nnus

How long at current employer 2 years 7 months How long at current employer 1 year 3 month:

G. NON-WAGE HOUSEHOLD INCOME List monthly amounts. For Self-Employment and Rental Income, list the monthly amount taxes based u pon
received after expenses or taxes and attach a copy of your current year profit and loss statement.

Alimony Income Net Rental Income Interest/Dividends Income d Mo nt h "\ h en

Child Support Income Unemployment Income Social Security Income

Net Self Employment Income 8.662 Pension Income Other: d ete rm i N | ng h ow

H. MONTHLY NECESSARY LIVING EXPENSES List monthly amounts. (For expenses paid other than monthly, see instructions.)

1. Food / Personal Care See instructions. If 3. Housing & Utilities 5. Other m u C h to Offe r a S

you do not spend more than the standard i R 219

allowable amount for your family size, fill in Rent Estimated Tax Payments | 3.586 a n | n Sta I I m e nt
the Total amount only. Food 315 Electric, OillGas, Water/Trash Term Life Insurance 135

Telephone/Cell/Cable/Internet Retirement (Employer Required)
L 3 — amount.

Housekeeping Supplies :
Clothing and Clothing Services 777 | Real Estate Taxes and Insurance Retirement (Voluntary)
(if not included in B above) Union Dues

Maintenance and Repairs Delinquent State & Local Taxes
(mimmum payment)
Student Loans {minimum payment)

Total ]j Court Ordered Child Support [ Tra n S p O rtat | O n

Court Ordered Alimony
2. Transportation 4. Medical m

Gas/Insurance/Licenses/Parking/ C532 Other (specify) I RS Sta N d d rd

Maintenance etc. Out of Pocket Health Care Olar e
Public Transportation Expenses Other (specify)

Personal Care Products & Services 74
Miscellaneous 322

Under penalty of perjury, | declare to the best of my knowledge and belief this statement of assets, liabilities and other information is true, comect and complete.

Your Signature Spouse’s Signature




.. 946 Instaliment Agreement Request

oy, Docormier 2015] # Information obowt Form 9465 and its separats instnoctions is at www.ins. gowforma465. M Mo, 15450474
Iepartmant o 7 Ty * i you ara filing this form with your tax raturn, attach it to tha front of the retur.

sl Agvarua Sendos ¥ So0 separato instructions.

Tipe I you owe 50,000 o l8ss, You may be abie 10 sstabiish an Instalmant sgresment online, wan If you Nave not yet receved a ol
Tor your taxes. Go to [AS.gov 10 apply to pay onine. Caufion: Do nof e TS fONm I yOoU 8re CLiTently making payments on &n
Instefment agreemant or can pay youwr belance in full within 120 dsys. Mstead, cell 1-500-829-1040. Do not Mie I your business is st
oparsting and owas ampioyment or unemployment feves. insfead, call fhe telephione number on your mos! recent potice. I yow 2 in
Dbankmpicy o we hawe accepied your offsr-in-compromiss, ses Bankrupicy or offer-in-compromise, in ihe instructions.

This reques! is for Formis for asampie, Form 1040 or Foem g4 1) e ard for ta years) for exomple. 2012 ard 20138
IRS Form 9465- i, e e = e

Jchn Do 1234567288
T2 ot relUm, SpousS<'s NP name and ik o=t nama Epouse’s Sockal Secunty memhar

Installment Agreement SRR M— e

Request

1234 Memaory Lane

Gy, 1N O post offics, Stas, and ZIF ootk 1T 2 Toregn acderess, ais0 Dompicks Tia SNancs Baiow [5es Mstansons)

Anyioan USA

Forign oounty mams

Forign prvinGa ssacounty

Forsky postal oo

If this a0dness k5 new sInce you Tied your 1551 [ax rebum, check hare

R ey o o]

Mame of T business st e no longar apereng)

oyar iantfion mumsar [EIN)

Z1BEEE1Z34 afemoon

Voul ioima [hona numter ‘Best tima for Us 10 cal

213555123
FOUT WOrR. BNNG Mambe

afemoon
‘B time for Us 10 call

Fame of your bank o othar irancial hsSthuSon

Main Bank.

Addroes
111 Main Bark Awvenue

Wour ampkoyers nama

John Doe Sales (S IF Emp loyed)
Adorces

1234 Mernory Lane

'City, state, and OF oodu Try, stats, and ZIF coda
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Enter the date you want to maks your payment each month. Do not enter a date later than the 26ih e 2
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authorization is o remain in #ull foroe and effect until | m:rf'f the LS. T Financial Agent io terminabs the authcrizmtion. To revoke

;E"ﬂ | musst contact the U5, Treasury Financial t ot 1-B00-E29-1040 na later than 14 business days prior to the payment (settlement]
dabe. | also authorize the financial institutions. imwal ' the processing of the :bc‘m'lc payments of taxes ba raceive cor tial indormation
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ry:!.. 'want o makea your Fé'mE""S D',':»a:,rc:l deduction, check this box and attach a-:cnpl?e-: Fiorm: 2158, Paynod Deduction




Visit
www.taxresolutionintitute.org/forms
to access the most

current version of these forms



Analysis

Installment Agreement - Family of Four (Case Study 1)
Monthly
ltem Amount Notes

Income
Gross Wages Taxpayer 8,662 Actual
Spouse 4,768 Actual
Taxes Federal (3,586) Actual
State (2,018) Actual
Take-home pay: 7,826

Expenses
Housing and Utilities
Mortgage 3,028 Actual
Utilities 233 Actual

Food/Clothing/Etc 1,509 Standard

Transportation Payments 821 Actl/Std
Maintenance/gas/insurance 532 Standard

Medical Health insurance 1,012 Actual

Out-of-pocket health care 216 Standard
Other Childcare 219 Actual
Life insurance 135 Actual
Living expenses: 7,705
Proposed installment amount: 121



Installment Agreement
Success Stories



$282,142 Liability

FOA Copy

| | ’\ Department of the Treasury Date:

Internal Revenue Service 01/07/2015
Small Business [ Self-Employed Division Taxpayer 1D number:

225 W BROADWAY
I . S a | I I e n GLENDALE. CA 91204-1321 Person to contact:

Employee 1D number:

Agreement

We have spproved your request to pay your taxes in installments. our first payment of $100.00 is due on
01428/2015. You agreed to make future payments of $100.00 on the 2Bth of each following month until you
have paid the full amount you owe.

The amount you owe as of 01/05/2015 is $282,142.05. This amount does not include enalties
and interest. We will charge pensalties and interest until you pay the full amount yol wou didn't
pay your total tax when it was dus.

Flease send your monthly payments to reach us by the due date cial security number or
employer identification number clearly on your check or mon T ou change your address, please

send your new address with your next payment.
f your accounts, j w“n Having an installment
-
.

Although we have e plan for you, g rigct the government's interest.
FILED

Therefore, a w
A Motic deral Tax Lien is a Whl the government has a claim against your property to

satisfy . We will relea: when you finish paying what you owe. We have the legal right
to collect this money for uj

CONDITION S OF THIS AGI MENT:
#  \We must receive each payment by the date shown above. If you have a problem, contact us

immediately.
This agreement is based on your current financial condition. We may change or cancel it if our
information shows that your ability to pay has changed significantly.
We may cancel this agreement if you don't give us updated financial information when we ask for it.
While this agreemeant is in effect, you must pay any federal taxes you owe on time.
‘We will apply your federal tax refunds (if any) to the amount you owe until it is fully paid.
If you don't meet the conditions of this agreement, we will cancel it, and may collect the entire
amount you owe by levy on your income, bank accounts or other assets, or by seizing your
property.
We may cancel the agreement at any time if we find that collection of the tax is in jecpardy.
There iz 8 $120.00 instaliment agreement fee ($52.00 Direct Debit installment agreement).
If agreement defaults, you must pay a $50.00 reinstatement fee if agreement is reinstated.




m 'IR Depariinent of he Trossusy
Internal Revenue ‘|(‘I\‘|N
PO Box 9941 Stop 5500 In reply refer to: 0476011040
Ogden UT 84409 Hay 27, 2016 LTR 2273C 3

IRS OWED $151,771 %™
Installment

% PETER Y STEPHAN
21700 OXNARD ST STE 1180

Ag reemeﬂt WODDLAND HILLS CA  91367-7576

Social security number:
Forms: 1040
Tax periods: Dec. 31, 2014

Dear Taxpayver:

This letter responds to our conversation on May 18, 2016, when vou
asked about ways to resolve yvour account balance.

Based on vour proposal, we established wvour installment agreement for
$360.00. Your payment is due on the 28th of each month,
beginning on June 28, Z2016.

WHAT YOU NEED TO KNOW ABOUT YOUR INSTALLMENT AGREEMENT

We charge a $120.00 user fee to cover the cost of providin
‘““‘$360/ITI6 ‘PAYMENT
Ev ugh

an th yvour approved installment agreement pavment mav be less,
yvour first payment must be at least $120.00 to cover the
fee.

We can reduce the installment agreement user fee for individuals whose
income Talls at or below levels in the IRS Installment Agresment Low
Income Guidelines. You may qualify feor this one-time reduction to wour
fee.

If your income is at or below the established levels (based on the
Department of Health and Human Services poverty guidelines), vou can
apply for the reduced user fee of %43 for new agreements. This
reduction also applies to agreements that have payments deducted
directly from a bank account.

You can find the income levels and instructions on how to apply for
the reduced user fee on Form 13844, Application For Reduced User Fee
For Installment Agreements.

If vou qualify, complete and mail Form 13844 within 30 days fto:




STATE OF CALIFORNIA
FRANCHISE TAX BOARD

raotice Date: [

INSTALLMENT AGREEMENT AND ELECTRONIC FLRID L

| n Sta I | m e nt TRANSFER (EFT) AUTHORIZATION
Agreement

cir = z 3 2 ¢ Frl:rr- the ban unr H*nllhed wi, an the
lease spe d the menth. ¥ mu*t be 1he1 mrough the 28", 5 day falls on a Saturday
state holid = uthorized for the next business

mber

icient funds or b se my bank
and that FTE harge me a

By initialing the box below, | agree to the Taxpayer Instaliment Agreement Conditions provided on PAGE 2.
Please review them thoroughly.
Please initial this box after you have read all the conditions on PAGE 2. If you do not initial the box, we
will not process this electronic funds transfer authorization form,




Polling Question 5

Have you ever prepared
a hon-streamlined installment agreement?

(800) 658-7590 www.taxresolutioninstitute.org




Morning Break e |
The Ultimate Guide to

Tax Resolution
This book is @ must for tax

resolution practitioners....

By PeterY. Stephan & Matthew Cohen

50% off

for the next 15 minutes

Textbook

Available in both hard cover

and pdf versions  Hardcover: $349.09./ $74.50
PDF: $99.00/549.50




Offers in Compromise



Offer in Compromise

Submitting an Offer in Compromise is the process in which
a taxpayer requests to reduce their Internal Revenue
Service or State tax debt by negotiating for an amount less
than the actual amount they owe...

access your free content at www.taxresolutioninstitute.org



The IRS has the authority to settle or “compromise” tax

liability by accepting less than full payment under certain
circumstances

A Federal tax debt may be legally compromised under one
of the three following conditions...

access your free content at www.taxresolutioninstitute.org



Doubt as to Collectability

» Taxpayer is unable to pay their tax liability (accounting for income and assets)
within the statute of limitations on collection

Doubt as to Liability

* The taxpayer is not responsible for paying the tax liability in question and
should not have been assessed

Effective Tax Administration

* The taxpayer owes the tax, has the ability to pay (i.e. equity in their home) but
collecting from the taxpayer would be unjust

access your free content at www.taxresolutioninstitute.org




A determination of doubt as to collectability will include a
determination of ability to pay. The determination of the amount of
such basic living expenses will be founded upon an evaluation of
the individual facts and circumstances presented by the taxpayer
submitting a collection information statement (Form 433A OIC)

To formulate this determination, guidelines published on National
and Local living expense standards are taken into account

access your free content at www.taxresolutioninstitute.org




Polling Question 6

If you submit an offer in compromise on behalf of a
client and it gets rejected, what would you do next?



Case Study 2
Offer in Compromise



Case Study (CS-2)
Offer in Compromise

e Family of 4
e Living in Los Angeles

* Husband is a self-employed salesperson (expects to earn substantially more
income in the near future)

* Wife works and is a W-2 wage earner

e Taxes are withheld from Wife’s paycheck and Husband is making estimated
tax payments.

* Wife owns a vehicle with a small amount of equity
* Husband leases another vehicle

* They own a single family home with some equity
 Wife has an IRA with a relatively low value ($12,858)
* They owe approximately $487,000 in unpaid taxes.




Case Study 2 Offer in Compromise
(part 1)
IRS Form 433A-0OIC



Depariment of the Treasury — Intemnal Revenue Service

Form 433-A (OIC) Collection Information Statement for Wage Earners and
(Hev_Febniany 2016) Self-Employed Individuals

Use this form if you are
» An individual who owes income tax on a Form 1040, U.5. » An individual who is personally responsible for a partnership
Individual Income Tax Retum liability (only if the partnership is submitting an offer)

» An individual with a personal liability for Excise Tax » An individual who operates as a disregarded single member
Limited Liability Company (LLC) taxed as a sole proprietor

» An individual who is submitting an offer on behalf of a

» An individual who is self-employed or has self-employment deceased person
income. You are considered to be self-employed if you are in
business for yourself, or carmry on a frade or husiness.

» An individual responsible for a Trust Fund Recovery Penalty

Mote: Include attachments if additional space is needed to respond completely to any question.

Section 1 Personal and Household Information
Last Name First Name Date of Birth (mm/ddiyyy) Social Security Number
Doe John 01/01/1980 123 - 45 - 6789

Marital status Home Address (Street, Gity, State, ZIP Code) Do you:

[] unmarried 1234 Memory Lane [X] ©wn your home [] Rent D e pe n d e nts

Anytown’ HBh ks |:| Other (specify e.g., share rent, live with relative, etc.)

[ Maried included in OIC

County of Residence Primary Phone Mailing Address (if different from above or Post Office Box number)

Los Angeles (123 ) 585 -

=ede s should appear on
( ) - { )

Provide information about your spouse. a p p | i Ca nt ’S ta X

Spouse's Last Name Spouse's First Name Date of Birth (mm Social Security Number

Doe Jane 1 987 - 65 - 4321 retu rn

Provide information for all other persons in the household or cmWent.

: 2 Claimed as a dependent Contributes to
me |—Age | Relafionship on your Form 10407 household income?

Jimmy Doe — 10 Son X] Yes [No [Jyes [x] No
Jeannie Doe / 8 Daughter [x] Yes [ No []Yes [x]No
[ Yes [ No [JYes []Ne

[] No []Yes []No

Section




Section 2

| I e S - T
Employment Information for Wage Earners

Complete this section if you or your spouse are wage eamers and received a Form W-2_ If you or your spouse have self-employment income (that is
you file a Schedule C, E, F, etc ) instead of, or in addition to wage income, you must also complete Business Information in Sections 4, 5, and 6.

Your Employer's Name

Self Employed (dba John Doe Sales

Do you have an ownership interest in this
business?

[x] Yes [ ] No

If yes, check the business interest that
applies: [ | Partner [ ] Officer

[x] Sole proprietor

Your Occupation

Salesperson

How long with this employer

2 (years) 7

(months)

Employer's Address (sireet, city, state, zip code)
1234 Memory Lane
Anytown, USA 12345

Spouse's Employer's Name

Acme Inc.

Does your spouse have an ownership
interest in this business?

[] Yes [X] No

If yes, check the business interest that
applies: [ | Partner [ | Officer

[ ] Sole proprietor

Spouse's Occupation

Salesperson

How long with this employer

1 (years) 3 {months)

Employer's Address (sireet, city, state, zip code)
9999 Industrial Way
Anytown, USA 12345

Enter
employment
information
here




Section 3 Personal Asset Information

Use the most current statement for each type of account, such as checking, savings, money market and online accounts, stored value cards (such as, a
payroll card from an employer), investment and retirement accounts (IRAs, Keogh, 401(k) plans, stocks, bonds, mutual funds, certificates of deposit), life insurance
policies that have a cash value, and safe deposit boxes. Asset value is subject to adjustment by IRS based on individual circumstances. Enter the total
amount available for each of the following (if additional space is needed include attachments).

Round to the nearest dellar. Do not enter a negative number. If any line item is a negative number, enter "0".

Cash and Investments (domestic and foreign)

[] Cash [x] Checking [ ] Savings [ ] Money MarketCD [ ] Online Account [ ] Stored Value Card Ba n k

Bank Name Account Number

Main Bank 1111111111 Information

[ ] Checking [ ] Savings [ ] Money Market/CD [ ] Online Account [ ]| Stored Value Card
Bank Name Account Number

This amount

Total of bank accounts from attachment S ho u Id be S 1’000
Add lines (1a) through (1¢) minus ($1,000) = IESS tha n the

Investment Account: [ ] Stocks [ | Bonds [ ] Other
Name of Financial Institution Account Number actua I ba n k

account balance(s)

Current Market Value Minus Loan Balance
$ X8=8 - %

Investment Account: [ | Stocks [ | Bonds [ | Other

Name of Financial Institution Account Number

Current Market Value Minus Loan Balance
$ X8=% - § =

Total investment accounts from attachment. [current market value X.8 minus loan balance(s)]

Add lines (2a) through (2c) =




Retirement Account: [ ] 401K [X] IRA [ ] Other

Name of Financial Institution Account Number
Retirement Bank 123-4566789
urrent Market Value Minus Loan Balance
$ 6,429 Mljﬂﬂ\ 30 =| @3a) $ 4,500
Re Account: [ ] 401K [ ] IRA [ ] Other
Name of Financial Institution Account Number
Current Market Value Minus Loan Balance
$ X8=3% - % =| (3b) %
Total of retirement accounts from attachment. [current market value X .8 minus loan balance(s)] | (3c) $
Add lines (3a) through (3c) =| (3) § 4.500
Cash Value of Life Insurance Policies
f Insurance Company Policy Number
1A
Current Cash Value Minus Loan Balance
$ - % =| (4a)%
Total cash value of life insurance policies from attachment Minus Loan Balance(s)
$ -3 =| (4b)% 0
Add lines (4a) through (db)=| (4) %




Section 3 (Continued) Personal Asset Information

Real Estate (Enter information about any house, condo, co-op, time share, etc. that you own or are buying)

Property Address (Street Address, City, State, ZIF Code) Primary Residence E Yes D No
1230 Momory Lang Date Purchased
Anytown, USA 12345
06/15/2012
County and Country Date of Final Payment
Anytown, USA 06/15/2042
How title is held (joint fenancy, etc.) Description of Property

Joint tenancy

Single family residence

Current Market Value
$ 850,000 X 8= ¢ 680,000

Minus Loan Balance (Mortgages, etc )

- $ 678,000 (Total Value of Real Estate) = | (5a) $
Froperty Address (Street Address, City, State, ZIF Code) Primary Residence D Yes E No
Date Purchased

County and Country Date of Final Payment
How title is held (joint tenancy, etc) Descrnption of Property
Current Market Value Minus Loan Balance (Mortgages, eifc.)
3 X8=% -5 {Total Value of Real Estate) = | (5b) §

Total value of property(s) from attachment [current market value X .8 minus any loan balance(s)] | (5c) $

Add lines (5a) through (5¢c) =

(5) %

Housing

Small
amount of

equity in
home (note -
if the equity
is @ negative
enter “0”)




Vehicles (Enter information about any cars, boats, motorcycles, etc. that you own or lease)

Vehicle Make & Model Year Date Purchased Mileage
Nissan Maxima 2014 01/19/2014 31,770

|:| Lease Name of Creditor Date of Final Payment Monthly Lease/Loan Amount

[X] Loan Nissan Credit 01/19/2019 $350.00

Current Market Value Minus Loan Balance (Mortgages, etc.)

Total value of vehicle {if the vehicle

3 30,218 XB8=% 24,174 - % 23=150 is leased, enter 0 as the total value) =

Subtract $3,450 from line (6a)
(If line (6a) minus line (6b) is a negative number, enter "0")

Vehicle Make & Model

Ford Edge

Date Purchased
7/19/2015

Mileage
22,060

[x] Lease
[ ] Loan

Name of Creditor

Ford Credit

Date of Final Payment

07/19/2019

$471.00

Monthly Lease/Loan Amount

Current Market Value Minus Loan Balance (Mortgages, etc.)

Total value of vehicle (if the vehicie

s N/A x 8= % N/A -$ NA is leased, entecO-as-the total value) =

If you are filing a joint offer, subtiact $3,450 from line (6c)
(If line (6c) minus line (6d) is a nega er, enter "0")

Total value of vehicles listed from attachment [current market value X 8 minus any loan balance(s)]

Total lines (6a) through (6e) =

Vehicles

The taxpayers
are allowed
$3,450 in
equity per
vehicle owned




Section 3 (Continued) Personal Asset Information

Other valuable items (artwork, collections, jewelry, items of value in safe deposit boxes, interest in a company or business that is not publicly traded, etc.)

Note: Do not include clothing, furniture and other personal effects.

Description of asset:

Fixtures

Current Market Value
$ 1,375

Minus Loan Balance

x8=% 1,100 -30

Description of asset:

Jewelry, etc

Current Market Value Minus Loan Balance

g 985 X 8=¢% 788 -5 0

(7Tb) $ 788

Total value of valuable items listed from attachment [current market value X 8 minus any loan balance(s)]

(7c) $

Add lines (7a) through (7c) =

(7)$ 1,888

Do not include amount on the lines with a letter beside the number. Round to the nearest whole dollar.
Do not enter a negative number. If any line item is a negative, enter "0" on

X A
ﬁ\{ailable Individual Equity in

Assets
$

that line.
Add lines (1) through (7) and enter the amount in chzi/

Other Assets

These amounts should be based upon the
quick sale value of assets. Not the retail value

Total assets
per form




MNOTE: If you or your spouse are self-employed, Sections 4, 5, and 6 must be completed before continuing with Sections 7 and 8.

Section 4 Self-Employed Information

If you or your spouse are self-employed (e.g., files Schedule(s) C, E, F, etc ), complete this section.

Is your business a sole proprietorship? Address of Business (if other than personal residence)

[x] Yes [] No

Name of Business

John Doe Sales

Business Telephone Number Employer Identification Number | Business Website Trade Mame or DBA
(213 ) 555 - 1234

Description of Business Total Number of Employees Frequency of Tax Deposits | Average Gross Monthly

Sales 0 Payroll §

Do you or your spouse have any other business interests? Include any Business Address (Street, City, State, ZIP code)

interest in an LLC, LLP, corporation, partnership, etc.

[] Yes (Percentage of ownership: ) Title:

[x] No

Business Name Business Telephone Number Employer |dentification Number

( } -

Type of business {Select one)
[] Partnership [ ] LLC [ ] Corporation [ | Other

Section 5 Business Asset Information (for Self-Employed)

List business assets such as bank accounts, tools, books, machinery, equipment, business vehicles and real property that is owned/leased/rented. If
additional space is needed, attach a list of items. Do not include personal assets listed in Section 3.

Round to the nearest whole dollar. Do not enter a negative number. If any line item is a negative number, enter "0".

[] cash [x] Checking [] Savings [] Money Market/CD [ ]| Online Account [ | Stored Value Card

Bank Name Account Number
Business Bank 22222922 (8a) $ 227
[] cash [] Checking [] Savings [_] Money Market/CD [ | Online Account [ | Stored Value Card
Bank Name Account Number
(8b) 3

Total bank accounts from attachment | (8¢c) $




Section 3 (Continued) Business Asset Information (for Self-Employed)
Description of asset:

Computer

Page 5 of 8

(if leased or used in the
production of income, enter 0
as the total vaiue)

Minus Loan Balance

-%$ 0

Current Market Value

$ 1,500 x8=1% 1,200

Description of asset: Sales books

(if leased or used in the
production of income, enter 0
as the total value) =

Minus Loan Balance

X8=% 344 _% .0

Current Market Value

$ 430

(9b) $

Total value of assets listed from attachment [current market value X .8 minus any loan balance(s)]

(9¢) $

Add lines (9a) through (9¢c) =

(95—

IRS allowed deduction for professional books and tools of trade —

(10) $.]4,560] )

Enter the value of line (9) minus line (10). If less than zero enter zero. =

(11) $

Notes Receivable

[] Yes [x]No

If yes, attach current listing that includes name(s) and amount of note(s) receivable.

Do you have notes receivable?

Accounts Receivable

Do you have accounts receivable, including e-payment, factoring
companies, and any bartering or online auction accounts?

[] Yes

If yes, you may be asked to provide a list of your account(s) receivable.

E No

Do not include amounts from the lines with a letter beside the number [for example: (9c)).
Round to the nearest whole dollar.

Do not enter a negative number. If any line item is a negative, enter "0" on that line.

Add lines (8) and (11) and enter the amount in Box B =

Box B :
Available Business Equity in
Assets

$ 227

Business
Assets

IRS allows a
deduction for
professional
books and tools
of the trade.

ltems on this page are for currently self-employed individuals. If a
business is entering into an OIC they would use form 433B (OIC)




Section 6 Business Income and Expense Information (for Self-Employed)

If you provide a current profit and loss (P&L) statement for the information below, enter the total gross monthly income on line 17 and your monthly
expenses on line 29 below. Do not complete lines (12) - (16) and (18) - (28). You may use the amounts claimed for income and expenses on your most
recent Schedule C; however, if the amount has changed significantly within the past year, a current P&L should be submitted to substantiate the claim.

Round to the nearest whole dollar. Do not enter a negative number. If any line item is a negative number, enter "0".

Business Income (You may average 6-12 months income/receipts to determine your Gross monthly income/receipts.)

Gross receipts

Gross rental income

Interest income

Dividends

Other income

Add lines (12) through (16) =

Business Expenses (You may average 6-12 months expenses to determine your average expenses.)

Matenals purchased (e.g., items directly related to the production of a product or service)

Inventory purchased (e.g., goods bought for resale)

Gross wages and salaries

Rent

Supplies (items used to conduct business and used up within one year, e.g., books, office supplies, professional equipment, etc.)

Utilities/telephones

Vehicle costs (gas, oil, repairs, maintenance)

Business Insurance

Current Business Taxes (e.g., Real estate, excise, franchise, occupational, personal property, sales and employer’s portion of
employment taxes)

Secured debts (not credit cards)

Other business expenses (include a list)

Add lines (18) through (28) =

2,189

Round to the nearest whole dollar.
Do not enter a negative number. If any line item is a negative, enter "0" on that line.
Subtract line (29) from line (17) and enter the amount in Box C =

Net Business Income

$

8,662

Business
P&L

Place self-
employment
income and
expenses here




Section 7 Monthly Household Income and Expense Information

Enter your household's gross monthly income. The information below is for yourself, your spouse, and anyone else who contributes to your household's
income. The entire household includes spouse, non-liable spouse, significant other, children, and others who contribute to the household. This is
necessary for the IRS to accurately evaluate your offer.

Monthly Household Income

Round to the nearest whole dollar.

Primary taxpayer
Wages Social Security Pension(s) Other Income (e.g. unemployment)

Total primary
+ + +
S 5 5 5 —__ taxpayerincome =

Spouse

Wages Social Security Pension(s) Other Income (e.g. unemployment)

$4.765 +$ +$ +$ Totalspouse |, ¢ Household

income =

Additional sources of income used to support the household, e.g., non-liable spouse, ar anyone else who may I n C O m e
contribute to the household income, etc. (32) $

Interest and dividends (3) %

Distributions (e.g., income from partnerships, sub-S Corporations, etc.) (34) % Enter th e tOtaI
— household

Net business income from Box C (36) $ gross income
(37)5 here

Net rental income

Child support received

Alimony received (38) %

Box D
Round to the nearest whole dollar. Total Household Income

Do not enter a negative number. If any line item is a negative, enter "0" on that line.
Add lines (30) through (38) and enter the amount in Box D =




Monthly Household Expenses
Enter your average monthly expenses.

Note: For expenses claimed in boxes (39) and (45) only, you should list the full amount of the allowable standard even if the
actual amount you pay is less. You may find the allowable standards at http://www.irs.gov/Businesses/Small-Businesses-&-

Self-Employed/Collection-Financial-Standards. H O U Se h O | d

Round to the nearest whole dollar.

Expenses

Food, clothing, and miscellaneous (e.g., housekeeping supplies, personal care products , minimum payment on credit card).
A reasonable estimate of these expenses may be used.

Housing and utilities (e.g., rent or mortgage payment and average monthly cost of property taxes, home insurance, Fo 0 d/c I Ot h In g/m ISC. ’
maintenance, dues, fees and utilities including electricity, gas, other fuels, trash collection, water, cable television and internet, . .
telephone, and cell phone). Ve h | C | e O p e ratl N g

Vehicle loan and/or lease payment(s) costs an d Out-Of'

Vehicle operating costs (e.g., average monthly cost of maintenance, repairs, insurance, fuel, registrations, licenses,
inspections, parking, tolls, etc.). A reasonable estimate of these expenses may be used. pOCket h ea Ith COStS

Public transportation costs (e.g., average monthly cost of fares for mass transit such as bus, train, ferry, taxi, etc). A are b a Sed u po n I RS
reasonable esfimate of these expenses may be used.
standards. No

Health insurance premiums

Qut-of-pocket health care costs (e.g. average monthly cost of prescription drugs, medical services, and medical supplies like Su bSta nt | at 1on IS

eyeglasses, hearing aids, etc.) .
required for these
items

Court-ordered payments (e.g., monthly cost of any alimony, child support, etc.)

Child/dependent care payments (e.g., daycare, efc.)

Life insurance premiums

Current monthly taxes (e.g., monthly cost of federal, state, and local tax, personal property tax, efc.)

Taxpayers’ actual housing and utilities cost is S300 more than the IRS standard at $3,261
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Section 7

Monthly Household Income and Expense Information (Continued)

Secured debts (e.g., any loan where you pledged an asset as collateral not previously listed, government guaranteed Student

Loan) (50) %
Enter the amount of your monthly delinquent State and/or Local Tax payment(s) (51)%
Round to the nearest whole dollar. | Box E

Do not enter a negative number. If any line item is a negative, enter "0" on that line_ | Total Household Expenses

Add lines (39) through (51) and enter the amountin Box E=| g 13,009

Round to the nearest whole dollar. | Box F
Do not enter a negative number. If any line item is a negative, enter "0" on that line. | Remaining Monthly Income
Subtract Box E from Box D and enter the amountin BoxF=| g 421

0 > =
D B g d 0 L] L 0

The next steps calculate your minimum offer amount. The amount of time you take to pay your offer in full will affect your minimum offer amount. Paying
over a shorter period of time will result in a smaller minimum offer amount.

Round to the nearest whole dollar.
If you will pay your offer in 5 or fewer payments within 5 months or less, multiply "Remaining Monthly Income” (Box F) by 12 to get "Future Remaining
Income" (Box G). Do not enter a number less than $0.

Enter the total from Box F Box G Future Remaining Income

$ 421 X12 = $ 5.052

If you will pay your offer in 6 to 24 months, multiply "Remaining Monthly Income” (Box F) by 24 to get "Future Remaining Income"” (Box H). Do not enter
Box H Future Remaining Income

a number less than $0.
X24 = $ (10,104

$ 421

Enter the total from Box F
Determine your minimum offer amount by adding the total available assets from Box A and Box B (if applicable) to the amount in either Box G or Box H.

Enter the amount from Box A
plus Box B (if applicable)

$ 8,823

Enter the amount from either
Box G or Box H

$ 5,052

Offer Amount
Your offer must be more than zero ($0
not leave blank. Use whole dollars ghly.

= IS 13,875

If you cannot pay the Offer Amount shown above due to special circumstances, explain on the Form 656, Offer in
Compromise, Section 1, Low Income Certification. You must offer an amount more than $0.



Section 9 Other Information

Additional information IRS needs to Are you the heneficiary of a trust, estate, or life insurance policy? O h
consider settlement of your tax debt. If you v N t e r
or your business are currently in a D = E -

bankruptcy proceeding, you are not eligible | Are you currently in bankruptcy? Have you filed bankruptcy in the past 10 years?

toapply fr an ofer. g o Information

Discharge/Dismissal Date (mm/dd/yyyy) Location Filed

Are you or have you been party to a lawsuit?

[] Yes [X] No

If yes, date the lawsuit was resolved: (mm/dd/yyyy)

In the past 10 years, have you transferred any assets for less than their full value?

[] Yes [x] No

If yes, date the asset was transferred: (mm/ddiyyy)

Have you lived outside the U.S. for 6 months or longer in the past 10 years?
[] Yes [x] No

Do you have any funds being held in trust by a third party?

[] Yes [x] No If yes, how much $ Where:
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Section 10 Signatures

Under penalties of perjury, | declare that | have examined this offer, including accompanying documents, and to the best of my knowledge it
is true, correct, and complete.

’ Signature of Taxpayer Date (mm/idd/yyyy)

’ Signature of Taxpayer Date (mm/ddiyyyy)

N

%me\bef to include all applicable attachments listed below.

E pies of the most recent pay stub, earnings statement, etc., from each employer

Copies of the most recent statement for each investment and reti

|:| Cdpies of the most recent statement, etc_, fro other sources of income such as pensions, Social Security, rental income,
intgrest and dividends (including an ived from a related partnership, corporation, LLC, LLP, etc.), court order for child
support, alimony, and rent i

Copi statements for the three most recent months

Copies of the most recent statement from lender(s) on loans such as mortgages, second mortgages, vehicles, etc., showing
nthly payments, loan payoffs, and balances

of Notes Receivable, if applicable

rification of State/Local Tax Liability, if applicable

cumentation to support any special circumstances described in the *Explanation of Circumstances™ on Form 656, if applicable

ch a Form 2848, Power of Attorney, if you would like your attorney, CPA, or enrolled agent to represent you and you do not
flave a current form on file with the IRS.

Checklist

Be sure to include
all items as
requested on the
form that apply to
your client




Visit
www.taxresolutionintitute.org/forms
to access the most

current version of these forms



Polling Question 7

Have you ever lost a client because of
an IRS collection issue?

(800) 658-7590 www.taxresolutionig$igute.org




Offer in Compromise
Success Stories...
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IRS Offer in
Compromise

Owed $177,9

Department of the Treasury Date of this Letter:

Taxpay
Offer Numb
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1 earlier tax year
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California FTB
Offer in
Compromise

s Joha Chiang
mamtar Jucly Chu, Ph.D
wasstas Michael €. Genest

State of Calitornia
Franchise Tax Board

(o)

Owed $462,011

12192008

Stephan & Stein, Inc, CPA: In Reply Refar To:
PEt:! Stephan 81:726

Drear Mr. Stephan,

Tha Franchise Tax Board has accapted Deda o in Compromise for tha Liabili

1994-1997,2000, and 2004 tax ¥ é shall serve as their confirmation of accaptance and should
be retained i thair reco:

ary adm_ﬂmmniztotharam_c-nnt and have releasad all iens. Copias of the lisn
Ents are enclosad.

e note that pursuant to Revenme and Taxation Code Section 19443, the terms and conditions for
accaptance of an offer meluds, but are not loarted to, requirements that hs

A File required retums and pay all tx liabilities in a timely manner in the futura.

B Comply with all terms and condifions ralative to the offer, meluding the requirements of amy
collateral agresment signed as conzidaration of acceptance of this offar. If they are raquired to
make any payments pursuant to a collateral azreement please make the check or money order
payable to the Franchise Tax Board and send it fo:

FRANCHISE TAX BOARD
Offar m Compromize Group, MS A
66




Owed: $45,681

-
| RS Offe r | n Department of the Treasury Date of this Letter: MAR 7, 2

3 Person to ntact: Beverly
Con 1promise Memphis, T

cear [N

We have accepted

nalllnr tax years. Th
llablllty, not +o your d offer amount. If a
- unt, it will be
e final payment is b

her correspondence to:
nal Revenue S

TN 38101-0077




Case Study 2 Offer in Compromise
(part 2)
IRS Form 656



Form 656 Department of the Treasury — Internal Revenue Service

(Rev. February 2016) Offer in Compromise

) To: Commissioner of Internal Revenue Service
In the following agreement, the pronoun "we" may be assumed in place of "I" when there are joint liabilities and both parties are signing this agreement.

| submit this offer to compromise the tax liabilities plus any interest, penalties, additions to tax, and additional amounts required by law for the tax type
and period(s) marked in Section 1 or Section 2 below.

Did you use the Pre-Qualifier tool located on our website at http:/firs.treasury.govioic_pre_qualifier/ prior to filling out this form?

[X] Yes [ ] Neo

Note: The use of the Pre-Qualifier tool is not mandatory before sending in your offer. However, it is recommended.

Include the $186 application fee and initial payment (personal check, cashier's check, or money order) with your Form 656. You must also include the
completed Form 433-A (OIC) and/or 433-B (OIC) and supporting documentation. You should fill out either Section 1 or Section 2, but not both,
depending on the tax debt you are offering to compromise.

Individual Information (Form 1040 filers)
If you are a 1040 filer, an individual with personal liability for Excise tax, individual responsible for Trust Fund Recovery Penalty, self-employed
individual, individual personally responsible for partnership liabilities, and/or an individual who operates as a single member LLC or a disregarded entity
taxed as an sole proprietorship you should fill out Section 1. You must also include all required documentation including the Form 433-A (OIC), the $186
application fee, and initial payment.

Your First Name, Middle Initial, Last Name Social Security Number (SSN) IRS Received Date

John Doe 123 - 45 - 8789
If a Joint Offer, Spouse's First Name, Middle Initial, Last Name Social Security Number (SSN)
Jane Doe 987 - 65 - 4321
Your Physical Home Address (Street, City, State, ZIP Code)

1234 Memory Lane
Anytown, USA 12345

Mailing Address (if different from above or Post Office Box number)

Employer Identification Number

Enter general
client information
here




Individual Tax Periods

our ividual Tax Debt Only
1040 Income Tax- s) 2011, 2012, 2013, 2014, 2015
—

Trust Fund Recovery Penalty as a responsible’ person of (enter business name)

for failure to pay withholding and Federal Instrance Contributions Act taxes (Social Security taxes), for period(s) ending

941 Employer's Quarterly Federal Tax F%urn - Quarterly period(s)

940 Employer's Annual Federal Une;é)ioyment (FUTA) Tax Return - Year(s)

Other Federal Tax(es) [specify tyyé(s) and period(s)]

Note: If you need more space/ use attachment and title it “Attachment to Form 656 dated " Make sure to sign and date the
attachment.

Tax Periods

Choose the type of tax owed and enter ALL applicable years or periods.
Any year or period left out will not be included if the offer is accepted




Low-Income Certification (Individuals and Sole Proprietors Only)

Do you qualify for Low-Income Certification? You qualify if your gross monthly household income is less than or equal to the amount shown in the chart
below based on your family size and where you live_ If you qualify, you are not required to submit any payments during the consideration of your offer.
Businesses other than sole proprietars or disregarded single member LLCs taxed as a sole proprietor do not qualify for the low income waiver.

|:| Check this box if your household's gross monthly income is equal to or less than the monthly income shown in the table below.

Size of family unit 48 contiguous states and D.C. Hawaii Alaska Th IS SectIO N IS

$2475 $2,848 $3,092 for low income
$3,338 $3,840 $4.171

$4.200 $4,831 $5.250 d p p | ica ntS

$5,063 $5,823 $6,329
$5,925 $6,815 $7,408
$6,788 $7,806 $8.488
$7.652 $8,798 $9,567
$8.519 $9,794 $10,650
For each additional person, add $867 $996 $1,083




Section 2 Business Information (Form 1120, 1065, etc., filers)

If your business is a Corporation, Partnership, LLC, or LLP and you want to compromise those tax debts, you must complete this
section. You must also include all required documentation including the Form 433-B (QIC), and a separate $186 application fee, and
initial payment.

Business Name

Business Address (Street. City, State, ZIP Code)

Employer Identification Number MName and Title of Primary Contact Telephone Number
(EIN)

Business Tax Periods
If Your Offer is for Busines

1120 Income Tax-Yean(s)

940)(ployer's Annual Federal Unemployment (FUTA) Tax Retumn - Year(s)

Eyer Federal Tax(es) [specify type(s) and penod(s)]

Note: If you need more space, use attachment and title it “Attachment to Form 656 dated " Make sure to sign and date the
attachment. _

Section 3 Reason for Offer

E Doubt as to Collectibility - | have insufficient assets and income to pay the full amount.
|:| Excepuonal Cl rcumstances {Eﬁecuve Tax Administration) - | owe this amount and have sufficient assets to pay the full amount, hut due to my

narrative explaining my mn:umstances
Exp1anat|on of Circumstances (Add additional paaes, i

Delow and attach appropriate documenis to this offer appl|cat|on

| am a self employed salesperson who experienced hardship due to a downturn in the economy. Things have improved
slightly and my wife and | are now able to cover our monthly living expenses. However, based upon our current situation,
we would like to settle our tax debt and request that the past liability be compromised.

If a business is
entering into an OIC
they would enter ALL
applicable years or
periods. Any year or
period left out will
not be included if the
offer is accepted.

Offer Reason

Choose why the offer
is being submitted.
Below include a
written explanation.
You can include an
addendum if you
need more room




Section 4 aymen ms

Check one of the payment options below to indicate how leng it will take you to pay your offer in full. You must
v offer more than $0. The offer amount should be in whole dollars only. v

Lump Sum Cash
E Check here if you will pay your offer in 5 or fewer payments within 5 or fewer months from the date of acceptance:

Enclose a check for 20% of the offer amount (waived if you are an individual or sole proprietor and met the requirements for Low Income
Certification) and fill in the amount(s) of your future paymeni(s).

Total Offer Amnum/ \ 20% Initial Payment = Remaining Balance
$ ‘ 13,875 - 2775|=|% 11,100
You may pay the remaining balance in one ment after ance of the offer or up to five payments, but cannot exceed 5
months.
Amount of payment 2,220 payable within Month after acceptance

Ameount of payment 2,220 payable within Months after acceptance
Amount of payment 2, 220 payable within MM acceptance
Amount of payment 2,220 payable within Months aﬂerm

Amount of payment 2,220 payable within Months after acceptance P a y m e n t Te r m S

Periodic Payment

D Check here if you will pay your offer in full in 6 to 24 months. Th 1 1
Enter the amount of your offer $ I S a m O u nt I S
Enclose a check for the first month's payment. Ca r rl e d Ove r f O m

Note: The total amount must equal all of the proposed payments including the first and last payments.
3 is included with this offer then § will be sentin on the day of each month thereafter t h e 43 3A (O I C)

for a total of months with a final payment of § to be paid on the day of the month.

Note: The total months may not exceed a total of 24 months, including the first payment. Your first payment is considered to be month
1; therefore, the remainder of the payments must be made within 23 months for a total of 24.

You must continue to make these monthly payments while the IRS is considering the offer (wafved if you met the requiremeants for Low
Income Gertification). Failure to make regular monthly payments will cause your offer to be returned with no appeal rights.

IRS Use Only

D Attached is an addendum dated (insert date) setting forth the amended offer amount and payment terms.




Section 5 Designation of Payment and Deposit

Designation of Payment
If you want your payment to be applied to a specific tax year and a specific tax debt, such as a Trust Fund Recovery Penalty, please tell us the tax

yearlquarter . If you do not designate a preference, we will apply any money you send to the govemment's best interest. If you wish

to designate any payments not included with this offer, you must designate a preference for each payment at the time the payment is made. However,
you cannot designate the 5186 application fee or any payment after the IRS accepts the offer.

Deposit

If you are paying more than the initial payment when you submit your offer and want any part of that payment treated as a deposit, check the box below
and insert the amount. Deposits will be returmned to you if the offer is rejected, returned, or withdrawn, unless you provide a request in writing that you
want your payment(s) to be applied to your tax debt.

[] My payment of § includes the $186 application fee and § for my first month's payment. | am requesting the

additional amount of § be held as a deposit.

CAUTION: Do NOT designate the amounts sent in with your offer to cover the initial payment and application fee as “deposits.” Doing so will
result in the return of your offer with no right to appeal.

Payment
Designation

We recommend you

leave this portion
blank




Section 6 Source of Funds, Making Your Payment, Filing Requirements, and Tax Payment Requirements
Source of Funds

s where you will obtain the funds to pay your offer. You may consider borrowing from friends and/or family, taking Ioan, or selling assets.

e will borrow the amount necessary to pay for the offer in compromise from family and friends.

—

Making Your Payment
Include separate checks for the payment and application fee.

Make checks payable to the “United States Treasury™ and attach to the front of your Form 656, Offer in Compromise. All payments must be in U.S.
dollars. Do not send cash. Send a separate application fee with each offer; do not combineg it with any other tax payments, as this may delay
processing of your offer. Your offer will be returmed to you if the application fee and the required payment are not included, or if your check is retumed for
insufficient funds.

Filing Requirements
E | have filed all required tax refums.

D | was not required to file a tax retum for the following years:

Tax Payment Requirements (check all that apply)

E | have made all required estimated tax payments for the current tax year.

D | am not required to make any estimated tax payments for the current tax year.
D | have made all required federal tax deposits for the current quarter.

E I am not required to make any federal tax deposits for the current quarter.

Source of Funds

This is where you
explain from where the
funds to pay the offer
will come




Visit
www.taxresolutionintitute.org/forms
to access the most

current version of these forms



Polling Question 8

Would you benefit from a no cost monthly forum to have
you tax resolution questions answered?



TRI Tax Tuesdays...

*Free Courses
*Practitioner’s Forum
*Featured Courses
*Discounts

Visit www.taxresolutioninstitute.org/courses to see upcoming offers...



More Offer in Compromise
Success Stories...



IRS Offer in
Compromise

Owed: $66,362

Department of the Treasury

INTERMNAL REVENUE SERVIC
PO BOX 77
MEMPHIS, TN 01

an important gg: your Offer in
ntract. You n = and pay

2 o -
% comply, we will terminate
iginal amount of your liability,

; the hours we can
letter for vour

Beverly Y. Robins
Manager, MOIC




California State
Board of
Equalization
sales tax

Offer in
Compromise

S 5TATE OF CALIFORNIA

STATE EOARD OF EQUALIZATION E
First Disirict Ban Francisco

SEN. DECRGE RUNNER (Rt}
o Disirict, Lencaster

MICHELLE ETEEL
Thirt District, Roling Hils Estates.

JEROME E. HORTON
Fourtn District, Los Angeles

CYNTHIA BRIDBES
Executive Dieciar

request for an offer in compromizse on your current sales ta.x

e will forward our remmmaﬂdan{m for appro ﬂn offer once we receive a cashier's
o The funds should be mailed to the

isted below with a copy y, September 13. The BOE will
place the finds in a non-interest i ding - appru' val of the offer.

|, you have the option of having the funds refunded or
Please select an option bel

[ Retain any amount deposited and credit it to the current tax liability,
[ Return the amount deposited.

Busines Ta_w lSpeua]m




New York
State Offer in
Compromise

October 18

NY State Offer in Compromise

State Department of
and Finance
Oiler in Compromise Unit
P.O. Box 5100
Albany. New York 12205-0100

Norman Kreisman
21700 Oxnard Street, Suite 1160
Woodland Hill 9136

RE: Offec in Cocpronisc -

Dear Mr. Kreisman:

I am pleased to mnform you that the Department of Taxation and Finance has ac uc].lenl’
offer in compromise contingent upon full payment of the agreed upcn

|$ ered amnunt of §24.000.00
pl ised liabilities will be canceled and
any warrants docketed will be saf s included in the Offer in Compromise are as

follows:

| Per®fial Income |

s payable as follows: a $5.000.00 down payment due within 60 days of this letter.
yments ol' $591.02 due the 15" of each month, starting February 01

Amount Owed: $81,760



Tips & Traps

Offers in Compromise

i

It can take up to two years for an Offer to be accepted or rejected. By IRS definition an Offer is
deemed accepted if no answer is given within the 2-year period. The Tax Resolution Institute
has yet to see an Offer be accepted based upon this rule.

. A typical Offer takes 12-18 months to be accepted.

’ 3. It can take up to 6 months for an Offer just to be deemed
processable.

Helpﬂ_ﬂ . Ifan Offeris not processable, the taxpayer must correct the items
TipS that deem it non-processable and resubmit the Offer.

The chance of having an Offer accepted is much lower than the
— chance of entering into 8 manageable installment agreement.

. There is a 10-year statute of limitation for the IRS to actively collect against a tax assessment.

Submitting and Offer freezes the statute for the time the Offer is under consideration plus a
time period following if the Offer is rejected or accepted and then the taxpayer defaults on the
Offer.

If a taxpayer is near the end of their collection statute, it may make sense to forgo an Offer and
reqguest an installment agreemenit based upon hardship.

. Acceptance of an Offer is based upon a taxpayer's ability to pay over the life of the statute of

limitaticns on collection. Just because a taxpayer is unable to pay at the time an Offer is
submitted, does not mean that their situation will not improve within the 10-year collection
period. One example of this may be a realtor in a down market or a Lawyer that has been laid
off by previcusly earned a significant salary.

. A taxpayer must stayin compliance for 5 years after an Offer has been accepted. If they default

on the Offer, the criginal liability, penalties and interest are placed back on the taxpayer's
account and they will again be exposed to collection.

. A taxpayer is often reguired to resubmit financial substantiation within the time period an Offer

is being considered.

. The IRS will often negotiate certain parts of an Offer in lieu of rejecting an Offer outright.

. When an Offer is rejected, the IRS’ reason is almost always that the taxpayer has the ability to

full-pay their liability within the collection statute.

. The amount to be paid for an Offer is formula based. That is 12 or 24 times one’s monthly

disposable income plus the guick-sale value of their assets. Some people, in planning for an
Offer may try and sell, give away or transfer their assets in order to lower the Offer amount. If
this is done solely with the intention of lowering one’s Offer amount or done within a certain
period of time prior to submission of the Offer, the assetinguestion may still be included in the
Offer calculation by the IRS. For example, if a person refinances their home to pay off credit
«card debt, the IRS may include the cash taken out of the refinance as a dissipated asset for
Offer purposes. Their contention is that Federal taxes should be paid prior to credit card
companies.

. When entering bank balances on Form 433-A (OIC) it is prudent to put the ending balance of

the most current bank statement if the amount is relatively low. If not include the lowest
average daily balance within the three-month peried of the statements being submitted.

Find these tips and other valuable
materials on the web at

www.taxresolutioninstitute.org/250A
tab or by emailing us at
info@taxresolutioninstitute.com




A brief message from the Tax Resolution Institute



Back by popular demand...

Low Hanging Fruit

How to make “real” money in the next 12 months




Solving income tax collection issues
(review)



Solving Income Tax Issues

5 most common methods:

*|nstallment agreement

*Currently Not Collectible (“CNC”) Status
ePartial-pay installment agreement (“PPIA”)
*Offer in compromise (“OIC”)

*Discharging taxes in bankruptcy



Low Hanging Fruit #1

Streamlined Installment Agreements
Earn 51,000 - S2,500 each



Solving payroll tax collection issues
(review)



Payroll Taxes

* “Borrowing” from the Government
 Section 6672 of the tax code makes individuals personally liable

* The withheld amounts constitute a “fund” one holds in “Trust”
for the government.




Components of Payroll Taxes

Comprised of:

 Trust fund portion (employee withholdings including taxes,
Social Security and Medicare)

* Non trust fund portion
* Interest (compounded daily)
e Penalties

Payroll taxes are not Dischargeable in Bankruptcy

Trust Fund portion is assessed personally to Responsible Person/s




US Code § 6672 (IRM 8.25.1)

A person will be held personally liable for the
withheld taxes if...

*They are responsible for its collection and
payment

*Their failure to collect the tax and pay it
over is “willful”



Solving Payroll Tax Issues

4 most common methods:

*|nstallment agreement

 Partial-pay installment agreement (PPIA)
*|n-business offer in compromise (“OIC”)
* Hybrid Bulk-Sale and OIC




Low Hanging Fruit #2

Represent your client in a Trust Fund
Recovery Penalty 4180 interview

Earn $4,000 - $6,000 each



Low Hanging Fruit #3

Status 63 — keep the Trust Fund recovery
penalty from hitting you client’s credit

Earn $S1,000/hr



Summary of Low Hanging Fruit

e Streamlined installment agreements

 Represent your client in a Trust Fund Recovery
Penalty 4180 interview

e Status 63 — keep the Trust Fund recovery
penalty from hitting you client’s credit

* More coming tomorrow...
“Sell knowledge not time...”



Polling Question S

Do you charge a standard rate or fixed fee regardless of what
your client expects to pay?



Marketing

for Professionals



Today’s Marketing Speaker

Matthew Cohen
Chief Strategy Officer
Tax Resolution Institute



Why Market?

The foundation of business
success lies in marketing




Marketing

Question 1

How do you currently get your business?



Marketing

The #1 response...

word of mouth



Marketing

YOU CAN’T RELY SOLELY ON
REFERRALS TO FILL YOUR PIPELINE



Why Market

CPA work — Seasonal
EA work — Seasonal

Legal work (attorneys) - Transactional



Why Market

Break out of the “bipolar” cycle

of extreme up’s

and down’s




Why Market




Why Market

Work at a comfortable pace

all year long!



Marketing

Where is your next case coming from?

Let’s bring clients...

right to your doorstep



YOU NEED A SYSTEM



What system is right for you?

* Easy to use
* Provides results right away

* |[nvestment of a minimum amount of time



An effective marketing system




Effective marketing System

e Comprehensive plan
* Robust box of “tools”
* Can be modified on the “fly”

* Accurate measurement system



Marketing Flow Chart

Set Main
Marketing Goal

Create Strategy SWOT Analy5|s
Marketing Tool 1 Marketmg Tool 2 Marketing Tool 3
odlfy and Add New

Marketlng Goals

Measure
Progress







TRI PMEM System

 Plan
 Modify
e Execute

* Measure



PMEM

Plan

Set both short term and long term
goals



Plan a Strategy

 Create a detailed list of possible actions
 Determine desired demographic

e Come up with process to measure results
* Assign tasks

* Revise strategy as necessary



PMEM

Modify
Modifying your plan as you go =

Success



/ reasons to modify your Plan

 Return on investment (ROI) is underperforming
e Shift in market conditions

 Technological advances

* |Increase/decrease in sales activity

e Addition or removal of services

 Change in advertising costs

e Changes in ideal demographic



PMEM

Execute

Now that you have a plan, you can
use your marketing tools and go to
work



TRI Marketing Toolbox (sample)

 Email marketing

* Guerilla marketing
 Networking (referrals)

* Newspaper/print advertising

e Search Engine Optimization (“SEQ”)



PMEM

Measure

If you can measure it...you can
control it



Measure

A successful business person once said...

“Half of the money | spend on advertising is
wasted, | just don’t know which half.



Measure

 Set ROl goal (i.e. spend only 15% of revenue generated)

 Track campaigns as you go along

 With some campaigns results will improve over course of
the campaign (mail campaigns)

 Consider time spent as well as dollars spent

 Break-even may be enough to keep at it...



Polling Question 10

What type of marketing do you do
besides relying on word of mouth?



Making Marketing Work...



Finding Tax Resolution Clients

Remember...

26 Million of 153 Million U.S. taxpayers
can’t afford to pay or disagree with the
amount they owe the IRS...



Number of Accounts in IRS Collection

Year Accounts in Collection Increase (%)

2015 13,371,000 7.83%
2014 12,400,000 5.79%
2013 11,721,000 2.24%

2012 11,464,000 6.06%
2011 10,809,000 4.02%
2010 10,391,000 7.49%
2009 9,667,000 4.71%
2008 9,232,000 12.04%
2007 8,240,000 16.48%
2006 7,047,000 -




TAXES

IRS hung up on 8
million callers

The IRS’ overloaded
phone system hung up on
more than 8 million tax-

payers this filing season.
For those who weren’t
disconnected, only 40%
actually got through to a
person. And many of those
had to wait on hold for
more than 30 minutes, IRS

Here’s what happens when taxpayers call the IRS themselves...

Commissioner John
Koskinen said.

The number of
disconnected callers spiked
just as taxpayers were
being hit with new
requirements under
Obamacare. Last year, the
phone system dropped
360,000 calls Koskinen
said.




Finding Resolution Clients

Do you want your “status quo” piece
of the pie?




Finding Resolution Clients

Or do you want your pie using marketing?




TRI's Marketing Success

e Steadyincrease in clients...14 years running
 Average increase in revenue...23.8% annually
 Ever-expanding client base (number & type of clients)

* Valuable marketing partners including Pitbull Tax,
Canopy Tax, KBKG, Paychex and Marcum LLP



Your Marketing Success

* |ncrease revenue
 Charge higher hourly rates

 Have clients lining up to be your



Deal of the Day



The Ultimate Professional’s System

 Marketing segment
« Sales segment
« Tax resolution segmer.~ 2°0A Special

« Workbooks for eag* 30°%off
« Laminated cheat st

« 8 CD set...include | $2,093

companion for each £

Resolution




Marketing Success

With the right tools....

you can get what you wish for



Work smarter...not harder



Lunch Break

Market/Sell/Practice...

30% off

for the next 60 minutes

Our comprehensive system for
all working professionals

 Marketing segment

 Sales segment

« Tax resolution segment
 Workbooks for each segment

$2:900-/ 52,093




Before we move on, let’s
Cross the River...




Crossing the River




How to make money doing something you
thought you would never do...

and become a “Hero” to your client
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Today’s Speaker: Geoffrey Gan, CCSP, MBA

" Engineering Manager at KBKG
= Certified Cost Segregation Professional (ASCSP)

* University of Southern California

» Bachelor of Science in Computer Science

* Developed the KBKG Pro (in-house Cost Segregation
software)

5 = Master of Business Administration, Finance
USC

o ST " Industry Experience
* Engineering and Construction
* Real Estate




Cost Segregation
Estate Planning



Real Estate Tax Planning with Cost Segregation

SOLUTIONS FOR TAX PROFESSIONALS AND BUSINESSES
TAX CREDITS o INCENTIVES e COST RECOVERY

Geoffrey Gan, CCSP, MBA
Manager




Polling Question 11

Have you had any experience
relating to cost segregation?



About KBKG
= Established in 1999 with offices across the US.
= Provide turn-key tax solutions to CPAs and businesses.

= Performed thousands of tax projects resulting in hundreds of millions of
dollars in benefits for our clients.

= Qur team is a diverse mix of tax specialists, attorneys, energy consultants
and engineers from various disciplines. This combination of talent allows us
to focus on our areas of service and maximize results for our clients.

= A preferred provider for thousands of CPAs across the country.



Cost Segregation

= Acquired Property*

= New Construction®

= Remodeled Property*
= Build-outs*

* (as far back as 1987) MACRES - GDS

39 - Year Property
27.5 - Year Property
15 - Year Property
7 - Year Property

5 - Year Property

3 — Year Property



" Primary goal: identify all property-related costs that can be depreciated
faster (typically with a 5, 7 or 15 years tax life).
» Taking tax deductions earlier increases cash flow

" Creates a time value of money benefit by having cash now and not
later

» Secondary goal: establish the depreciable tax value for each major
building component that is likely to be replaced in the future.
= Examples include the roof, windows, doors, bathroom fixtures, HVAC,
and so on.

= Tax preparer’s need this information to claim a “retirement loss” or
“partial disposition” deduction for the remaining depreciation left on

that component.



Benefit:
Accelerated Depreciation Deductions

Depreciation Deductions By Year:$5 M Office Building

400

350

300

250

200

150

100

Deductions In $1,000s

50

0 i i i i i i i
5 10 15 20 25 30 35 40

Year

M Without a Cost Segregation Study B With a Cost Segregation Study



Example: Retail Building
Current Year Acquisition

= S3 million retail building

= Without a Cost Segregation Study the costs are depreciated straight line over 39 years.

With a Cost Segregation Study

Benefits reclassifying from 39 Year Life
$330,000 depreciated over 5 years

39 Years
$360,000 depreciated over 15 years

Increased Deductions - first 5 years: $367,000
i | Projected Benefits: $126,000



Cost Segregation — Tax Planning Tool

= One of the most common tax planning tools for anyone with real estate
= Performed in year purchased — simply report the allocations on
depreciation schedule

= Cost segregation can done anytime after the building is purchased.
= No amended tax returns.

= File a Form 3115 and claim any missed deductions in year performed.
= Allows tax preparers to plan when to use deductions

= Without software - typically only makes sense to hire a CCSP engineer for
buildings with a building tax basis over $750,000 (costs $5K - $10K)

= For more information on various tax planning strategies for cost
segregation, please see KBKG webinars http://kbkg.com/webinars




Tax Considerations
= Depreciation deductions will reduce AMT

®= On new construction or renovations, bonus depreciation can apply to
reclassified items in a cost segregation study

" Magnifies benefits
* Unused deductions carry forward
= Accounting method changes — Form 3115

= Passive activity rules
= |f RE activity is passive, must us the deductions against passive
income

= When building is sold, may need to recapture depreciation taken on
personal property



Polling Question 12

Do you have clients who own income property?
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Self Rental Rule

* Can’t use losses from a separate real estate entity (if it's a
passive activity) against active income.

Taxpayer

S-Corp (non-passive activity) Building, LLC (Passive activity)
Retail Business w/ $100k of w/ S100k losses
Taxable Income from Cost Segregation

* Results = S-Corp can not use losses from LLC. Tax = $S40k
(assuming 40% tax rate)



181

Grouping Election

* Grouping election allows you to use income or losses between the two
entities that are grouped.

Taxpayer

S-Corp (non-passive activity) Building, LLC (Passive activity)
Retail Business w/ $S100k of w/ $S100k losses
Taxable Income from Cost Segregation

* Result = Taxpayers S-Corp income is offset by the LLC losses. Tax = SO.
e Building must be used for the S-Corp’s business

* Both entities must be 100% owned by the same people and the grouping election
is made in the first tax year those entities co-exist.



Cost Segregation — Developments

= Estate Planning with Cost Segregation Strategy

= Published by AICPA on March 31,2016
KBKG.com/news/using-cost-segregation-estate-planning

= How the new Tangible Property Regs impact cost seg studies
= Retirements
» |dentification of repairs
* Deductible Refresh vs. Capitalized Improvement

= New Category for 2016 — Qualified Improvement Property



Cost Segregatlon Estate Plannmg Strategy JBle

When a building owner dies and a property is inherited, any gains built up
during the decedent’s life are forgiven.

Beneficiary receives a “step up,” which means the property’s tax basis is reset
to fair market value on the date of death and depreciation starts all over.

This provides an opportunity to apply a cost segregation study on the
decedent’s pre-stepped up basis creating a permanent tax deduction.



DECEDENT’S GAIN FORGIVEN s o

S2M FAIR
MARKET VALUE

SIM INITIAL $1.27M
INVESTMENT Gain Forgiven
APARTMENT

S728K
Undepreciated

f f
Purchase Date (2008) Date of Death (August 2015)



HEIR STARTS DEPRECIATION OVER I
KBlx

Most CPAs already know this is a great candidate $2M FAIR
for Cost Segregation > MARKETVALUE
HEN

But it’s the original pre-stepped up

undepreciated basis that has the most value inl
Il NN
S1IM INITIAL INVESTMENT

NN BR R

BEER s NN

BR B Undepreciated BR B

mme LW

....... T S

2008 Purchase Date Date of Death (2015)



CASE STUDY 1 nfl

Cost Segregation on original pre-stepped up basis

DOD - August 2015.
Must file tax return for income generated Jan thru Aug 2015.

Cost Seg done and Form 3115 filed:
Generates $174,000 catch up deduction (Sec. 481(a)).

INITIAL
INVESTMENT
]
BR B §728K
. l l S174K
. . l S554K
- Undepreciated Basis with Cost Segregation
TIME = e e e e e e e e e e e e e e e e e e e eeesesss—-———--- >
2015 Tax Return Jan thru Aug Aug 2015

Descendant’s Tax Return Heir’'s Tax Return



CASE STUDY 1

Cost Segregation on original pre-stepped up basis

Permanent Tax Savings of $68,904

(S174k x 39.6% tax rate)

Must be done on final tax return of decedent

INITIAL
INVESTMENT

NN

HNR
$554K

BN R

Undepreciated Basis
B B with Cost Segregation

...........................................

2015 Tax Return Jan thru Aug
Descendant’s Tax Return

S2M FAIR
MARKET VALUE

Aug 2015
Heir's Tax Return

ol



HEIR STARTS DEPRECIATION OVER -
kBl G

S2M FAIR
MARKET VALUE
NN : ’
After all this - property get’s stepped up
B0N . .
- to Fair Market Value for the heir.
H0N Can perform a cost seg for the heirs
: : : Additional cost to “refresh” original cost
IEE segregation is nominal
T =

Aug 2015



Retirements and Dispositions

= New rules say you can now take a loss deduction when you
remove components from your building!

= Example: If you pay $50,000 for all new HVAC units in your
building, you need to capitalize that amount.

= Depreciate that $50,000 over 39 years

" Figure out how much the old HVAC was not written off and
claim all that as an immediate deduction!

" Can do this on a go forward basis



Polling Question 13

Do you act as an advisor to you clients?



Retirement of Structural Components

Example: Taxpayer acquired S5M building 3 years ago.

= This year they spent $1M to remodel portion of 2nd floor
(ceilings, walls, lighting, plumbing, ducting, electrical wiring,
etc.)

=" We determine the original cost of demolished components is
S470K (from the original S5M building)

= Recognize a loss of S430K on current tax return (original cost
basis less depreciation already taken)



Retirements Create Permanent Tax Savings!!

Retirements Convert Recapture tax into Capital Gains

If you incorrectly continue to depreciate 1245 and 1250 property that
was removed from a building, you pay recapture tax upon sale

= 1245 recapture is at ordinary rates (35%-41%)
= 1250 recaptured at 25%
= Capital Gains are typically taxed at 20%



Retirements create Permanent Tax Savings!!

Previous example — S5M building with $470K of retirements.

= |f they continue to depreciate the $470K, they recapture all of it
upon sale

= Let’s say S370K of that was 39 year and S100K was 7 year
property
= Recapture Tax = $127,500 (S370K X 25% + S100K X 35%)
" |f they did a retirement study
= Recapture tax on the S470K =0
= Capital gain tax = $94,000  (S470K X 20%)

Permanent tax savings of $33,500 upon sale



Determining the Basis of Removed Building Component

Final Disposition Regulations:
= Can use a cost segregation study
= Can discount the cost of a replacement component to its placed-in-service year
using the Producer Price Index (PPI)
= Can be used for restorations but PPI can not for betterments or adaptations.

= Betterment Ex: Replace old standard roof with more expensive solar reflective
roof. Cannot discount cost of new solar roof.

= Adaptation Ex: Replace HVAC in old office to convert into restaurant. Cannot
discount cost of new restaurant HVAC to determine old stuff.

= Use KBKG PPI Asset Search Tool to find index data
= http://kbkg.com/solutions/partial-disposition-calculator




KBKG Caution: Discounting Method

Is useful but can grossly overstate retirement loss deduction if building component is
replaced within 10 years of building’s acquisition.

Does not account for condition of building component at time of acquisition.

Example: building acquired 3 years ago. Owner spent $200,000 to replace
aluminum windows this year. Discount windows 3 years with PPl index =
$186,000 for removed windows.

However, this represents value of brand new windows. Windows had 3 years of
life left. Appropriate “condition factor” should be applied.

Normal life of aluminum windows is 20 years. Appropriate condition factor is
27%,* resulting in a value of $50,220 ($186,000 x 27%).

See BNA Tax Article “Dispositions of Tangible Property — IRS Restricts use of Discount Value Approach”

*condition factor and normal life obtained from valuation resource tables



Determining the Basis of Removed Building Component

Use KBKG Partial Disposition Calculator

= http://kbkg.com/solutions/partial-disposition-
calculator

Designed for Tax Professionals

= Determine cost basis of components removed
Defendable under IRS audit

= Takes only 3-4 minutes

* Can generate hundreds of thousands in deductions.




www.solutions.kbkg.com

Meww Building Component

Cost of Mew Component™ = Date of Replacement™
200,000 05/01/2015
Original Building or Improvement
Building Cost / Tax Basis @& = Drate of Purchase (retired component . R
3,000,000 or building )~ 05/15/2010

ear Building Originally Constructed
1985

Accumulated Depreciation as of Replacement Date
Accumulated Depreciation - Federal Accumulated Depreciation - State Tax
T 250,000 250,000

ax = =
Accumulated Depreciation - Federal 550.000 Accumulated Depreciation - State 550.000
AMT : AT S :

Calculation of Cost of Retired Component
FPPI Index at time of purchase FPFI Index at time of replacement

179.8 195.9

windows -
Alurminunm

Type of component™

Type of component ~

Mormal life of replaced component Actual Age of Building at Time of o5
20 Purchase
Mumber of years used prior to = Effective age of component 15

retirement



www.solutions.kbkg.com

Calculation

Adjusted Calculation

PPI Adjusted
Cost of

Coom poreent
Remmowed
(COMNDITIOM
ADIUSTED) &

PPI Adjusted
Cost of

Coommn ot
Remoweaed ( Mot
Adjusted Ffor
Condition) &

Avcccum u lated
Depreciatiom om
Replaced

Com peaorment -
Federal Tax

Avcccum ulated
Depreciationm om
Replaced

Com pomemnit —
Federal AMT

Regular federal
tax deduction &

Un-adjusted Calculatiocmn

F3:.425

182,503

5,119

6,119

oF. . 206

Date of Purchase

Condition Factor

i

Accumulated
Depreciatiom om
Replaced
Compormemnt -
State Tax

Accumulated
Depreciation om
Replaced

Com pomemnit —
State AMT

05,15,/ 2010

% 6,119

% 6,119



Determining the Basis of Removed Building Component

Use KBKG Residential Cost Segregator™
= http://kbkg.com/residential-costsegregator
= Designed for Tax Professionals

= Residential Properties up to 6 units with a depreciable tax basis of $500,000
or less (purchase price less land).

= Benefits - Most reports result in > S20k deductions in years 1-5
= Takes only 10 minutes

= Email your client a simple building questionnaire

= Only $399 per report. CPAs can charge > $1,000 to their clients
= White-labeled Report

= Optional 481(a) calculator




Determining the Basis of Removed Building Component

General

Street

State:
Address:
Citty : Zip:
Depreciable Tax Basis (purchase price less land): SN VY e e
L =] - -
Crate Acquired or Placed in Service: &
Building Information
Type of Structure: & Residential-Single Family - Mumber of Stories:
Total Building Square
FOOtE_'QE: O Lot Sguare Footaage: &
Excluding basements, garages,
attics . etc
Exterior Wall Type: Stucco - Basement: & N o
Quality and Condition
Construction Quality & Aoverage - Physical Condition g SAoverage



Determining the Basis of Removed Building Component

Interior

Total Number of Mum. of _ _

1 1 Fire Sprinklers: -
Bedrooms: & Bathrooms: & ire Sprinklers: @ Yes
Flooring Type
Kitchen: & WICT - Master Bedroom: & Carpet -
Bathrooms: & WCT - Other Bedrooms: g Carpet -
Living, Family Room: & Laminate - Other Rooms: gy I LN -
Cining Room: & Laminate - Hallwawvs: & ML A -

Interior Features

HWAC: & Heating Only - HWAC Type: Central/Ducted -

Total Number of

Ceiling Fans - 0 Window Treatment: @  Horizontal Blinds -
Appliances:
| Dishwasher " Range, Owven | Refrigerator Garbage Disposal

Washer & Dryer " Microwawve



Polling Question 14

Would you be interested in a free online
tool to help your clients benefit from
residential real estate tax savings?



Cost Segregation Result Schedule

Determining the Basis of Removed Building Component

Building System Category Description Allocated Purchase Cost Life YR Method Asset Class
Building Structure and Interiors Roof Structure 56,174 27.5 SL RealProperty
Bathroom Wanities 54,410 27.5 SL RealProperty
wood Flooring %$5,756 27.5 SL RealProperty
Roof Cowvering 52,982 27.5 SL RealProperty
windows $9,020 27.5 SL RealProperty
Building Shell & Foundation 598,937 27.5 SL RealProperty
Doors $7,596 27.5 SL RealProperty
Foundation & Framing 510,186 27.5 SL RealProperty
Interior Partitions & Ceilings $35,830 27.5 SL RealProperty
Oother Flooring 53,804 27.5 SL RealProperty
Plumbing Water & Waste Utility Services 51,142 27.5 SL RealProperty
Bathroom Plumbing &8 Fixtures $22,551 27.5 SL RealProperty
HWVAC HWVAC System £10,524 27.5 SL RealProperty
Building Electrical Lighting $4,761 27.5 SL RealProperty
Electrical Utility Services S687 27.5 SL RealProperty
Electrical Service & Wiring 514,460 27.5 SL RealProperty
Fire Protection Fire Sprinklers 59,396 27.5 SL RealProperty
Fire Alarms 51,729 27.5 SL RealProperty
Real Property Subtotal £249, 9499
Other Mon-Structural Interiors Kitchen Cabinets & Countertops $11,025 5 200% DB 57.0
Kitchen Plumbing 54,249 5 200%DB 57.0
Remowvable Flooring $3,547 5 200% DB 57.0
Ceiling Fans & Wiring 52,255 5 200%DE 57.0
Carpet $5,755 =1 200%DB 57.0
Appliances $5,913 5 200% DB 57.0
Blinds & Curtains $1,002 =1 200%DB 7.0
Appliance Wiring 51,729 5 200% DB 57.0
Non-Structural Interiors Subtotal £35,476
Sitework Site Fencing s1,777 15 150%6DB 00.32
Other Site Improvements $1,002 15 150% DB 00.3



Avoiding Cost Segregation Recapture Tax

= Valuation of Personal Property at Time of Sale
= Many items may have little or no value
= For example, carpeting in a building that needs to be replaced

= Partial Dispositions
= Must be done on timely filed return in the year of disposition

= Retirements
= For separately stated building assets
= Can correct anytime (Designated Change #205).

= Repair vs. Capitalization
= Example — roof covering replacement should be expensed
= No depreciation = No 1250 recapture (25%)

= Like-Kind Exchange (IRC §1031)
= Ensure there is enough 1245 value in the new property to cover the old



1031 Exchange - Address Recapture Issues by Fed Law

PERSONAL
PROP
1245 (FF&E)

PERSONAL
PROP
1245 (FF&E)

205



Qualified Improvement Property (QIP)

* Qualified improvement property criteria:
= 39 year property
= Effective for property placed in service after 12/31/15

= Section 1250 property which is an interior improvement to a portion of
a building which is non-residential real property

* Must be placed in service after the date the building is first placed in
service (no more 3-year rule)

= Bonus eligible

= May also be eligible for 15-year straight line recovery if also meets the
criteria for QLI or QRP. Otherwise 39 year property.



Qualified Improvement Property (QIP)

* Qualified improvement property does NOT include:
" Costs for the enlargement of a building
= Elevators or escalators
" The internal structural framework of a building



Cost Segregation Buckets

39-year HH

Cost Seg

5-year

/-year

15-year




KBKG Enhanced Cost Segregation Studies

Repairs

Demo Expense

Retirements

Bonus Rates

Qualified
Improvements

5-year
7-year
15-year

39-year Security
Roof Elevators

Windows Gas Dist
Doors HVAC

Cost Seg

Lighting Ceilings
Plumbing Floors
Electrical




COST SEGREGATION ’ﬁ

Accelerate depreciation deductions for real property by reclassifying
building components into shorter tax lives How Much is it Worth?

Any ki f real
ny kind of real estate Net present value = 3-6% of total

= Constructed = Expanded building cost
* Purchased = Remodeled
Good Candidates Example: $2M office building
= Any building with over $750K of depreciable tax basis Net Present Value of $60K -S120K
= Any leasehold improvement with over S500K of depreciable tax
basis

= Residential rental properties of any size

COPYRIGHT KBKG INC 2012
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Federal Credit for Developers of Energy Efficient

How Much is it Worth?

= Apartments, Condos, or Spec Homes
$2,000 tax credit per qualified unit

= New Construction or Major Renovation

Good Candidates Example: 100 unit apartment/condo =
, of Federal Tax Credits
$200,000 of Federal Tax Credi
= Generally more than 25 units
« Available in all 50 States 3rd Party Certification Required (KBKG)
Very good states: CA, MA, RI, NJ, PA, GA, DE, ME,DC,

WA, OR, ID, MO, IL, NH

COPYRIGHT KBKG INC 2012



Federal deduction for Architects, Engineers, and
Design/Build Contractors doing Government Buildings such
as

= Schools

= | ibraries
= Courthouses
= Military Housing

Also available to any commercial building owner

= Clients that constructed or renovated any commercial
building greater than 50,000 sq. ft.

How Much is it Worth?

$0.30 to $1.80 per sq. ft. in Federal tax
deductions

Example: 100,000 sq. ft. building is
eligible for 5180,000 in deductions

COPYRIGHT KBKG INC 2012



How to choose a cost segregation provider

= Make sure study is signed off by a Certified Cost Segregation Professional
(CCSP designation).

= Check resume and bio of person signing the report.

= Beware of firms that do not post bios and credentials on their websites.

= Evaluate which team you want defending you if the study goes under IRS
audit.

= Obtain references of clients that have gone through audit.

= Evaluate their team of tax experts

= Smaller firms may lack deep understanding of complex tax issues that
are affected by a study, creating exposure in other areas.



QUESTIONS & ANSWERS

Geoffrey Gan, CCSP, MBA

Manager
)
“ KBKG.com/GeoffGan

See if you qualify: KBKG.com/qualify

KBKG SERVICES

= R&D Tax Credits

= Green Tax Incentives
= Hiring Tax Credits

= Cost Segregation

" Fixed Asset Review

= |C-DISC

= Repair v. Capitalization



Polling Question 15

Would you be interested in taking additional free courses
related to tax saving alternatives?

(800) 658-7590 www.taxresolutiofingtute.org




Afternoon Break Al

IRS Audits...Art or Science

Get comfortable in
front of the IRS....

50% off any course
for the next 15 minutes

This audit course is a must for anyone
that represents clients in IRS audits...

Webinar: $99:88-/ 549.50
elearning: $79:00-/ $39.50 (science only)




Audits



Today’s Audit Speakers

::\; '\/t : o .
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Peter Y. Stephan, CPA Philp Wilson, CPA
Director West Coast Managing Tax Partner

Tax Resolution Institute Marcum LLP




Polling Question 16

Do you know the difference between a Revenue Officer
and a Revenue Agent?

(800) 658-7590 www.taxresolutiofingtiute.org



What we are going to cover today

e 3 Types of audits

e Types of audit results

* How many IDR’s are too many?
* What is a 30-day letter?

* What is a 90-day letter?

* | 90 days has passed how to get another “bite at
the apple”

e Fast-Track Settlement (FTS)

 Fast-Track Mediation (FTM)




3 types of examinations

e Field
e Office

 Correspondence



Life cycle of an audit

* |nitial contact
 Conducting the examination
e Audit findings



GOOD NEWS
Chances of an exam occurring

* |[f you are the President of the United States
100%
e |f you are a random taxpayer

less than 1% (1 in 119...with current budget cuts
the numbers are at a decade low)



BAD NEWS

If you are audited

*The IRS collects $4 for every $S1 they spend
on audits



EXAMINATION LETTER

o8& Department of the Treasury
Internal Revenue Service
IR.S Small Business and Self-Employed

12309 N MoPac rESSWay

IRS Form
2205-A

Date:
September 2, 2015

I

Form:
11208
Tax pericdis):
December 31, 2013
Response date:
September 10, 2015
Person to contact:
Lorin Hamm
Contact hours:
7:00 AM - 3:15PM
Contact telephone number:
§12-338-5350
Contact fax number:
855-801-8381
Employes dentification number:
07-80210

Your federal return for the period(s) shown above was selected for examination,

What you need to do

Please call me on or before the response date listed at the top of this letter. You may contact me at the telephone

number and times provided above,

What we will discuss

During our telephone conversation, we will discuss:

+ Items on your return that 1 will be examining.
* Types of documents [ will ask you to provide,

* The examination process.
+ Any concerns or questions v
+ The date, time and agenda for ou

The issues listed below are the preliminary items identified for examination. During the ¢

examination, it may be necessary o add or reduce the list of items. If this should occur, 1 will advise you of the

change.




Information Document Requests - Peter

* |IRS Form 4564

e Known as IDR’s

 May be accompanied by one or more Summons but usually not
« How many IDR’s are too many (fishing expedition)?

Example of a field exam




Polling Question 17

On a scale from 1-4 what is your comfort level speaking
with an IRS Revenue Officer (not Revenue Agent)?

(800) 658-7590 www.taxresolutioninstitute.org



IRS IDR
Form

4564
(page 1 of 4)

Department of the Treasury — Internal Revenue Senvice Request Number

Information Document Request

Schedule A - 2011 Real Estate Taxe

Proof of payment.

Schedule A — 2011 Casualty or Theft Losse:
Escrow closing purchase statement - residence,
Insurance estimates of the loss,
Insurance paolicy during the escrow and after the escrow,
Insurance claim for the loss,
. Any court filings on the loss for the insurance reimbursements, and

Proof showing any monies spent on slope repair and/or construction improvements,

Schedule C ~ 2011 and 2012 Travel., Meals and Entertainment Expenses:




IRS IDR
Form

4564
(page 2 of 4)

Department of the T ury — Intemal Revenue S Request Number

Information Document Request

of Prp
\IN number

Auction company papers such as flyers, etc,, and

Meals and entertainment receipts showing who, , what, how much, etc,

Form 4797 — Sale of BMW 325
Purchase documents, and

Sale documents and received check copy - front and ba

Mail in D

_-Emplayee rb number




IRS IDR
Form

4564
(page 3 of 4)

Department of the Tre: Internal Revenu

Form 4564

{Rev. Seplember 2006)

Request Number

Dates of Previous Requests {(mmddyyyy)

Description of document:
Tax Period(s), 20

For Tax Years 2011 and 2012:

FEDERAL INCOME TAX RETURNS: 2011, 2012 and 2013.
FORM 1099'S ISSUED AND RECEIVED.

FORM 2848 (TAXPAYER AUTHORIZATION), IF NECESSARY.
FINANCIAL STATEMENTS or its equivalent.

GENERAL LEDGER AND ALL SUBSIDIARY LEDGERS MAINTAINED.

ALL JOURNALS (General, Cash Disbursements, Cash Receipts, Sales, and any other kind of

Journals maintained).

ADJUSTING AND CLOSING ENTRIES..

WORKPAPERS USED IN PREPARING THE RETURN (including grouping of accounts).

BANK STATEMENTS:

1. All bank statements, savings & checking accounts, and stock broker/ cash management
account statements for this tax year, 12/1/2010 to 1/31/2013, personal and business

accounts

CANCELLED GHECKS AND INVOICES should be available for all claimed expenses and will

be requested at least on a test basis.

Information dueby _QSM3/2014  Atnextappointment waitin []

o Tlaim;l;lrﬁﬂe of Requester ViEm;:. loyee ID number

Rebecca 8. Purugganan 0235847

Catalog Number 2:

Date (mmddyyyy)
04152014
Phone: 562-

Fax:

Form 4564 (R




IRS IDR
Form

4564
(page 4 of 4)

4564 Department of th ury — Intemal Revel i Request Number
For
{Rev, September 20083 n Document Request 0001

" Descripticn of
Tax Period(s) 201212, 201112

SUPPORTING INVOICES, RECEIPTS, CANCELLED CHECKS, AND ALL OTHER SOURCE
DOCUMENTS FOR THE FOLLOWING EXPENSES, DEDUCTIONS, AND OR CREDITS:

. Home Office Expenses- 2011 & 2012,

. Sch C1 - Travel Expenses — 2011 & 2012,

. Sch A — Medical Expenses 2011 & 2012,

. Business sale of property: sale and expense documents- 2012,

. Sch A — Cash Contributions - 2011,

. Sch A — Theft and Casualty - also need the Police Repert -2011 and

. Sch A — Real Property Tax — 2011.

DEPENDING UPON THE CIRCUMSTANCES OF THE AUDIT, YOU MAY BE ASKED TO
VERIFY ADDITIONAL ITEMS CLAIMED ON YOUR RETURN OR TO VERIFY SIMILAR
ITEMS ON OTHER RETURNS IN THE STATUTORY PERIOD.

Should you have any question, please feel free to call, (562)495-9965.

Information due by Q5032014
. Mame and Tite of Requester

Rebecea B, Purugganan

Catalog Number 23145K ™ Part 2 - To be Retumed by Taxpayer with Reply Form 4664 (Rev. 3-2008)




Audit time...field exam

So the audit appointment is set...

Practical steps...
* Request (or review received) IDR
e Obtain documents, ledgers and other related
substantiation from the client
* Do a “mini” audit —remember you want to know the
results of the audit before the Revenue Agent walks
in the door



Practical Steps
(continued)

* Have a staff person (preferably on the POA) meet and greet

the auditor first
Do not be available for the first 30 minutes (or more if

necessary)
e Guide the auditor to examine best documented items first

regardless of the order of his requests

« Meet & greet the auditor, apologize for being late and ask if
your staff person got him or her started okay

e Askif he or she requires additional documents, leave the

room to obtain them



3 Types of Audit Findings

* No change
e Agreed

e Unagreed



Audit findings

e Provided in IRS Form 4549

* Taxpayer may accept changes as proposed

e Taxpayer may appeal assessment at the audit level

* Taxpayer may petition Tax Court

e Taxpayer may get a 2" “bite at the apple” via an offer in
compromise or audit reconsideration



IRS Form
4549
Income
Tax
Changes

(page 1 of 2)

Form 4549 rtment of the Treasury-Intemal Revenue Service

(Rev. May 2008) Income Tax Examination Changes Fage o
Name and Address of Taxpay Taxpayer Identfication Number Ratum Form No.-
Jack and Susan Anscn X 1040

Jack and Susan Anson

1. Adjustments to Income

3. ltemized Deductions
b. Standard Deduction

. Total Adjustments
. Taxable Income Per Retum or as Previously Adjusted

. Comected Taxable Income
Tax Method Tax Table Tax Table Tax Table
Filing Status Joint Joint Joint
. Tax
. Addiional Taxes / Altemative Minimum Tax
. Correctad Tax Liability

. Less
Credits

. Balance (Line 7 fess Lines 8a through 8d)

- _--

Total Corrected Tax Lisbility (Line 9 plus Lines 10a through 10d)
Total Tax Shown on Retum or as Previously Ajusted
Adjustments to: a

b

o

. Deficiency-Increase in Tax or (Overaszessment-Decreaze in Tax)
(Line 11 less Line 12 adjusted by Lines 13a through 13c)
. Adjustments to Prepayment Credits - Increase (Decrease)

Balance Due or (Overpayment) - (Line 14 adjusted by Line 15)

(Exciuding inferest and penaltias)
The Intemal Revenue Service has agreements with stte tax agencies under which information about federal tax, including increases or decreases, is
exchanged with the states. If this change affects the amount of your siate income tax, you should amend your state refum by fiing the necessary forms.

You may be subject to backup withholding if you undereport your interest, dividend, or patronage dividend income you earmed and do not pay the
required tax. The IRS may arder backup withholding {withholding of = percentage of your dividend and/or interest income) if the tax remains unpaid
afier it has been assessed and four notices have been issued o you over 3 120-day period.

——————— e
Catalog Number 231054 WWW.irs.gov Form 4549 (Rev. 5-2008)




IRS Form
4549
Income
Tax

Changes
(page 1 of 2)

Form 4549
(Rev. May 2008) Income Tax Examination Changes Page—of

Name of Taxpayer Taxpayer Identification Number Retum Form No.:
Jack and Susan Anson
17. Penalties! Code Sections

ted Penahy - IRC 88

Total Penalties

Underpayment attributable to negligence: (1981-1987)
A tax aadition of 50 persent of the inferest due on the
underpayment wil accrue uniil # is paid or sssessed.

Underpayment attributable to fraud: (1987-1987)
A tax agdifion of 50 percent of the inferest due on th
underpayment will accrue until i iz paid or sssessed.

Underpayment affributable to Tax Motivated Transactions (TMT).
The interest will sccrus and be assessed at 120% of the under-
payment rate in accordance with IRC §8821(c)

nangod

Summary of Taxes, Penalties and Interest:

Balance due or (Overpayment) Taxes - (Line 16, Page 1)

Penalties {Line 18) - computed to

Interest (IRC § 6601) - computed to

TMT Interest - computed to {on TMT underpayment]
Amount due or (refund) - (sum of Lines a, b, c and d)

Other Informati

Examiner's Signature-

Consent to Assessment and Collection- | do not wish to exercise my appesl rights with the Intemal Revenue Servics or to contest in the United States
Tax Gourt the findings in this report. Therefore, | give my consent to the immediste assessment and collection of any increase in tax and penalties, and
accept any decrease in tax and penalties shown above, plus additional interest as provided by law. It is understood that this report is subject to
acceptance by the Area Director, Area Manager, Specialty Tax Program Chief, or Director of Field Operations.

PLEASE NOTE: ifa joini refum was filed. BOTH taxpayers must sign

Signature of Taxpayer nature of Taxpayer

Catalog Number 23105A




Polling Question 18

On a scale from 1-4 what is your current comfort level
appealing an audit?



30-Day Letter
* |RS Letter 950

e Federal income tax audit concluded

 Revenue Agent’s Report (RAR) has been issued
outlining proposed changes

 May be bypassed if time remaining on the statute
of limitations is insufficient



30-Day Letter continued

Options
 Accept and pay proposed liability
 Appeal findings

Do nothingin anticipation of receiving Notice of
Deficiency (90-day letter)



IRS
30-Day
Letter
(page 1 of 2)

Department of the Treasury Date:
Internal Revenue Service
Taxpayer |

Landing NJ
Tax periods ended:
December 31, 2008
December 31, 2009

Fargon to centact:

lephane number:

NITED STATES

Contact fax number:

Employes 1D number:
1001716008
Response due date;
April 18, 2015

es: I

examination report showing proposed changes to vour tax for the periods d
d tell us whether vou ag i ce with the changes by the response due date
> i ort may not rellect

If you agree with the proposed changes in the report

n and date one copy of the examination repon (or [i closed). Ifyou filed a joint
2. Include payment for the full amount you owe (if the report shows you owe additional tax) to limit pena
and interest charges o your Make pay able to the United States Treasury
3. Return the signed Z i o I nent form with your payment by the response
due date in the enclosed envelope.
If you agree, but can't pay the full amount you owe
Sign, date, and retum one copy of the examination nt form, lained above, and pay as
much a5 vou ean. You can call the person listed above to discuss payment. We explain payment options in the
enclosed Public. aminaiton Pr n also visit www.irs.gov and search "tax payment
options" for m.

=+ Installment

out for the unpaid
higher than the standard

Letter 950 (Rev. B-2014)
Catakg Number 403800




IRS
30-Day

Letter
(page 2 of 2)

I you don't agree with the proposed changes in the repn:l

You can contact the person listed above to a me nference with me

ompleted Form 12203, §
fable at www.irs gov/formspub

h the

letier that requests an Appeals conference. and explams the changes vou don't agree with and the

s why you don't agree.

ough tir ider vour case, the
remaining when App ! L T additional timy
period the law pro s additional tax. If yo
based on the propo: i
wly, there must be at |
the case
If you request an Appeals conference
An Appeals officer will conia
telephone, or in person. Appe: an independem office and resolves most dispu
A conlerence with our Appeals office may:
g asts, such as Tax Court [iling e
Ive the malter sooner
i t and penaltics from increasing on your account
If you don’t reply by the response due date
Wc'll praccss -our case based on the proposed changes
either agree to the deficiency or file a pet
Court, you'll L‘,mﬂml\\ have the opportunity for a

the full amount you ov

IFyou have questions, you can contact the person histe

D. th\l" H.i]’[]‘l
Internal Revenue Ag

Enclosures:
Examination

|70

Form |
Publication 3498
Envelope

rrespondence,
and prompily.

The notice
ates Tax Court.
can’t reach

on dunm‘: 1h-~ s period aft
deficiency, and 3

ou’ll have to pay

Letter 350 (Rev. 8-2014)

Catalog Nurnbar 403800




Things to Note

« Revenue Agents have very limited authority

* |nformal conference with manager (generally sides
with revenue agent)

 Appeals officers consider the government’s
perceived hazards of litigation stemming from an
appeal or tax court petition filing increases
chances of settlement



90-Day Letter

IRS Letter 937/

* Also referred to as a Statutory Notice of Deficiency

 Must respond within 90 days in order to take
appeal to tax court



IRS
90-Day
Letter
(page 1 of 6)

Internal Revenue Service

m%ﬂm UT 84404-0

1973 North Rulon White Blvd. MS 6663
021

Date: May 19, 2014

NORMAN J KREISMAN
21700 OXNARD ST STE 1160

WOODLAND HILLS CA 913677576

Dear Representative:

Department of the Treasury

T r Nama:

Taxpayer ldentification Number:

Form Number:
1120

Year(s):

2012

Contact Telephons Number:
BTT-571-4712
Contact Fax Number:

We are sending you the enclosed material under the provision of your power of attorney or other

authorization we have on file. For your convenience, we have listed the name of the taxpayer to whom
this material relates in the heading above.

If you have any questions, please call the telephone number shown in the heading of this letter.

Thank you for your cooperation.

Enclosures:
3219B

Sincerely,

Tax Technician
Business Underreporter Operation

Letter 937 (Rev. 11-2008)
Cal. No. 307

BOX




IRS
90-Day
Letter
(page 2 of 6)

@ Department of the Treasury

Internal Revenue Service
1973 North Rulon White Bivd
Ogden, UT 84201-0028

7013 2250 0000 8684 7411

Motice of Deficiency

CP3219B

December 31, 2012

Notice Date 2014
Employer ID Numbe _

1120

To Contact us Phone 1-877-571-4712

Fax 1-855-235-8847

Last Date to Petition Tax Court August 17, 2014

Increase in tax and notice of your right to challenge

'We have determined that there is a
deficiency (increase) in your December 31,
2012 income tax. You have the right to
challenge the increase in U.S. Tax Court.
This notice explains how the additional
-amount was calculated and how you can
challenge the increase in U.S. Tax Court.

Summary

Increase in tax (deficiency)

Failure-to-file penalty $
Substantial tax understatement penalty  §

What you need to do IEE!I Review (his nolice and compare our anges o the

information on your December 31, 2012 tax retumn.

NOTE: The amounts shown above may differ from your
previous natice because not all items can be challenged in
tax court.

If you agree with the changes we made

+ Sign the enclosed Form 4089 - Notice of Deficiency
Waiver and mail it to us in the envelope provided.
+You can send a payment with Form 4089. Otherwise,
you'll receive a bill for the amount due (including any
interest and applicable penalties).

If you don't agree with the changes
*You have the right to challenge the increase in lax by
filing a petition with the U.S. Tax Court by August 17,
2014. The Court can't consider your case if the petition is
filed late. You can download a petition form and rules
from www.ustaxcourt.gov or contact:

Clerk of the U.S. Tax Court

400 Second Street, NW

Washinglon, DC 20217

1-202-521-0700

= If you want us to consider additional information, please
mail it to us in the enclosed envelope immediately. Our
consideration will not extend the August 17, 2014 deadiine
to file a petition with the U.S. Tax Court,




90-Day

If we don't hear from you

(page 3 of 6)

Additional Information

Nofice CP3218B
TaxPerod ______ December 31,2012
TNotice Date _____May 19,2014
1D number
1120

If we don't receive your Form 4089 - Notice of Deficiency Waiver,
or you don't file a pefition with the U.S. Tax Court by August 17,
2014, you'll receive a bill from us for the additional tax you owe
plus any penalties and interest that apply.

= Visit www.irs.govicp3219b.

+ For tax forms, instructions, and publications, visit www.irs.gov
or call 1-800-TAX-FORM (1-800-820-3676).

+ Review the enclosed Publication 3498-B, The Examination
Process

+ Keep this nolice for your records.

+ If you'd like to authorize someone, in addition to you, to contact
the IRS concerning this notice, please complete and send us the
Power of Attorney and Declaration of Representative (Form
2848), before your representative contacts us on your behalf.
Download Form 2848 from www.irs.gov, or call 1-800-TAX-
FORM (1-800-829-3676) to request a copy.

+ The IRS office whose phone number appears at the top of the
notice can best address and access your tax information and
help get you answers. You may be eligible for help from the
Taxpayer Advocate Service (TAS) if you have tried to resolve
your tax problem through normal IRS channels and have gotten
nowhers, or you believe an IRS procedure just isn't working as it
should. TAS is your voice at the IRS. TAS helps taxpayers
whose problems are causing financial difficulty or significant cost,
including the cost of professional representation (this includes
businesses as well as individuals). You can reach TAS by calling
the TAS toll-free number at 1-877-777-4778 or by contacting the
local Taxpayer Advocate office at:

OGDEN IRS CENTER
TAXPAYER ADVOCATE
1793 N RULON WHITE BLVD
STOP 1005

OGDEN, UT 84404

To learn more about TAS and your basic tax responsibilities, visit
www.taxpayeradvocate.irs.gov.

If you need assistance, please don't hesitate to contact us.




IRS
90-Day
Letter
(page 4 of 6)

Kind of Tax Copy to Authorized Representative

Form 1120

Tax Year Ended
December 31, 2012

Increase in Tax

Increase in tax (deficiency) 8,171.00

| consent to the immediate assessment and collection of the ncles (increase in lax and penalties) s bove, plus any
interestprovidedbylew. 00000

interest ded by law.

Your
Signature

Sign Here

Note:

If you eonsent to the assessment of the amounts shown in
this waiver, please sign and retum it in order to limit the
accumulation of inlerest and expedite cur bill o you. Your
consent will not prevent you from filing a claim for refund
{afer you have paid the tax) if you later believe you are
entitled 1o a refund. It will not prevent us from later
determining, If necessary, that you owe additional tax; nor will it
extend the time provided by law for either action.

If you later file a claim and the Intemal Revenue Service
disallows It, you may file suit for refund in a districl court or in
the United States Claims Court, but you may not file a petition
with the United States Tax Court.

Who Must Sign

Joint return, both you and your spouse must ign the original
and duplicate of this form. Sign your name exactly as it
appears on the return. If you are acting under power of
attorney for your spouse, you may sign as agent for him or
her.

For an agent or atlomey acting under a power of atiomay,
5 power of attomey must be sent with this form if not
previously filed.

For a person acting in a fiduciary capacity (execulor,
administrator, trustee), file Form §6, Notice Concerning
Fiduclary Relationship, with this form If not previously filed.

For a corporation, enter the name of the corporation
followed by the signature and title of the officer(s) authorized
to sign.

__Mthis waiver Is for anv vear(s) forwhichvoufleda

Farm 4089 (Rev.




IRS
90-Day
Letter
(page 5 of 6)

The proposed changes to your tax return are listed below:

Changes To Your Income |Shown On Your|Reported To IRS, or as| Proposed Change
And Deductions Return Corrected

ROSS RENTS | 53289 $53,289

THER INCOME | s2a0] 0 s24q
] om0 %0
———————  so[  s0)
[ — g0  sof = sof
. ] I
TOTAL CHANGE TO TOTAL INCOME $53,52

Changes to Your Tax Shown on Your |As Corrected by IRS |Proposed Change
Computation Return

§ea6| 952683  §53,529|
[ s s0
| sof sq
Interest - if paid b pril24,2014  $277]

Tolal Amount YouOwe| 8,447

0

Information Reported to IRS that m the amounts shown on your return.

To assist you in resolving this matter, we have enclosed transcripts of information returns the IRS used
to determine the potential discrepancy. The listing may include amounts already reported on your tax
return.

M ncome

If any of the income shown on this notice is not yours, send us the name, address, and taxpayer
identification number of the person or business that received the income. Please notify the payers to
correct their records to show the name and taxpayer identification number of the person or business
who actually received the income, so that future reports to us are accurate.

Next steps

* You don't need lo file an amended tax return for December 31, 2012. We will make the correction
when we receive your response. However, if you choose lo file an amended tax return, write “CP2030"
on the top of your amended federal tax retum and attach it behind your completed Response form. Go
to www.irs.gov to download Form 1120X or call 1-800-TAX-FORM (1-800-829-3676).

+ Please file an amended tax return for any other tax periods in which the same emor occurred.

« We send information about these changes io state and local tax agencies, so if the changes we made
apply, file an amended state or local tax return as soon as possible.

Additional information

« For tax forms, instructions, and publications, visit www.irs.gov or call 1-800-TAX-FORM (1-800-828-
3676).

» Review the enclosed Publication 3498-A, The Examination Process.

+ Keep this notice for your records.




IRS
90-Day
Letter
(page 6 of 6)

Explanation of Changes

The following are additional explanations to help you understand the proposed changes to your tax
return.

Please review your tax return to determine if, based on our proposal, the changes will affect the Met
Operaling Loss (NOL}) as reported on Form 1120, line 30. You may need to change the NOL amount
or adjust the amount carried forward to a subsequent year. If you have already applied the NOL to
another tax year, you need to file a Form 1120X, Amended U.S. Corporate Tax Retumn for the other
year with the appropriate Internal Revenue Service Center, If the tax retum for the affected period has
not yet been filed, confirm with a signed statement that your recerds have been corrected.

ACCURACY PENALTY FOR SUBSTANTIAL TAX UNDERSTATEMENT - IRC SECTION 6662(d)

If we increase your tax, and the increase exceeds 10% of the corrected tax and is also equal to or
greater than $10,000, the law requires an accuracy-related penalty due to substantial understatement
of tax. The penalty is 20% of your tax increase. The penalty may be reducad or not charged if you:

* Provide the substantial authority (such as, Internal Revenue Code, Regulations, Revenue
Rulings, Revenue Procedures, etc.) you used o decide how to treat your income or
deduction, or

* Tell us where on your return you clearly show the facts supporting your treatment of the
income or deduction, or

*+ Submit a signed statement that clearly outlines the facts supporting your treatment of the
understated income.

interest charges We are required by law lo charge interest on unpaid lax from the

date the tax relurn was due to the date the tax is paid in full. The
interest is charged as long as there is an unpaid amount due,
including penalties, if applicable. (Internal Revenue Code section
6601)

For a detailed calculation of your interest, call 1-877-571-4712.

Corporate Interest - We charge additional interest of 2% if, according to our records, you didn't make
your corporate tax payment within 30 days after the IRS nctified you of the underpayment of tax. This
interest begins on the 31st day after we nolify you of the underpayment on tax amounts you owe over
$100,000, minus your limely payments and credits.




Polling Question 19

Have you ever taken a case to US Tax Court?



Even a blind squirrel finds a nut sometimes...



Once the IRS makes a determination of tax due
they must send a Notice of Deficiency to the
taxpayer’s last know address before they can
begin the collection process...



In one case the IRS mixed up the a taxpayer’s
address when sending out the Notice of Deficiency

The taxpayer claimed he never received the notice
and the Tax Court determined that the IRS’s mistake
rendered their action improper

(Talbot, TC Memo. 2016-191)



Tax Court

A brief look...



ax Court
Advantages

 Chances of a favorable result to the taxpayer
generally has a higher probability

 QOver 90% of tax court cases reach settlement prior
to trial

 Area Counsel Considers the “Hazards of Litigation”



Tax Court

Disadvantages

* You cannot go to tax court if you have already paid the tax in
qguestion (Claims Court or Federal District Court)

* Tax court meets infrequently and a result will take a long
time

e Trial is typically calendared more than 6 months from the
time a petition is filed

 Small cases often take a year to decide

e Cost to petition (necessity for an attorney)

 The IRS wins 86% of the time if the case goes to trial



Tax Court

Types of Tax Court - Peter



Tax Court

Small Tax Court (S Case) Proceedings

e Cases sent to Office of Appeals

* Cases can not exceed liability of $50,000 per year

 Nominal filing fee

e Taxpayer will receive notice of trial, standing pre-
trial order and trial memorandum

* |[RS counsel may request meeting to discuss the
case



Tax Court

Small Tax Court (S Case) Proceedings

Burden of proof is on the taxpayer

e Judge may render decision at trial or by mail

e Court will send bill for remaining taxes

Legal briefs typically not necessary

* Findings can not be appealed to Court of Appeals



Tax Court

Regular Tax Court Proceedings
e Most cases settle before trial

 Nominal filing fee
e Requires submission of legal briefs by IRS and

taxpayer
 May request reclassification as an S Case if taxpayer

Is willing to waive right to contest tax assessed
above S50,000




US Tax
Court
Petition

Package
(page 1 of 5)

Information About Filing a Case in the United States Tax Court

Attached are the forms to use in filing your case in the United States Tax Court.

It is very important that you take time to carefully read the information on this page and
that you properly complete and submit these forms to the United States Tax Court, 400 Second
Street, N.W., Washington, D.C. 20217,

Small Tax Case or Begular Tax Caze

If you seek review of one of the four types of IRS Notices listed in paragraph 1 of the
petition form (Form 2), you may file your petifion as a “zmall tax case™ if your dispute meets
certain dollar limits (described below). “Small tax cases™ are handled under simpler, less formal
procedures than regular cases. However, the Tax Coust’s decision in a small tax case cannot be
appealed to a Court of Appeals by the IRS or by the taxpayen(s).

You can choose to have your case conducted as either a small tax case or a regular case
by checking the appropriate box in paragraph 4 of the petition form (Form 2). If you check
neither box, the Court will file your case as a regular caze.

Dollar Limits: Dollar limits for a small tax case vary slightly depending on the type of
IES action you seek to have the Tax Court review:

(1) If you seek review of an IRS Notice of Deficiency, the amount of the deficiency
(including any additions to tax or penalties) that you dispute cannot exceed $30.000 for any year.

(2) If you seek review of an IS Notice of Determination Concerning Collection Action,
the total amount of unpaid tax cannot exceed $30,000 for all vears combined.

(3) If you seek review of an IRS Notice of Determination Concerning Your Request for
Relief From Joint and Several Liability (or if the IRS failed to send you any Notice of
Determination with respect to a request for spousal relief that you submitted to the IRS at least 6
menths ago), the amount of spovsal relief sought cannot exceed $30.000 for all years combined.

(4) If you seek review of an IRS Notice of Determination of Worker Classification, the
amount in dispute cannot exceed $50,000 for any calendar quarter.

Enclosures

To help ensure that your case is properly processed, please enclose the following items
when you mail your petition to the Tax Court:

1. A copy of the Notice of Deficiency or Notice of Determination the IRS sent you;
Your Statement of Taxpaver Identification Number (Form 4);
The Request for Place of Trial (Form 3); and

The $60 filing fee, payable by check, money order, or other draft, to the "Clerk, United
States Tax Court"; or, if applicable, the fee waiver form.

For further important information, see the Court’s Web site at wvow nstaxcoust gov or the
“Persons Representing Themzelves Before the TS, Tax Court™ booklet available from the Tax Court.



Thiesa forms can be Sllad-n and printad draaty from

TNITED STATES TAX COURT Acrubat Readar. Howeyer, pleasa e e

infarmation you erer an @ form cannot be saved ko disk
oL nstameouart. Zon unlass you are using e full Adoba Aorobat softean suis|

To bagin, mava your mause palnier cusr tha Patitioneris|

(FIRST)  (MIDDLE) (LAST) name fisid. ¥our paiier will um ino a vertical baam,

indicating that you are over an editable field. Simply cick
a x oriod and begin typing. Use Be Tab key bo mave forwand
trrceuggh e Toemm Tiedds (Sht+Tab b miowe backwans)

(PLEASE TYTE OR PRINT)

Court

COMMISETONER. OF INTERNAL FEVENUE,

Petition e

PETITION

Pa C ka ge 1. Please check the appropriate box(es) to show which IRS NOTICE(s) you dispute:

O Motice of Deficiency O NMotice of Determination Concemning Your Request for Relief

(page 2 (0] 5) From Joint and Several Liability. (If you requested relief from joint and
several liability but the IRS has not made a determunation, pleass see the
Information for Persons Representing Themselves Before the U.S. Tax
Court bocklet or the Tax Court’s Web site.)

O Notice of Determination
Conceming Collection Action O Notice of Determination Concemimg Worker Classification

2. Provide the date(s) the IRS issued the NOTICE(s) checked above and the city and State of the IRS office(s)
1ssuing the NOTICE(S):

3. Provide the year(s) or period(s) for which the NOTICE(S) was/were issued:
4. SELECT ONE OF THE FOLLOWING:

If you want your case conducted under small tax case procedures, check here: O (CHECK
If you want your case conducted under regular tax case procedures, check here: O ONEBOX)

MNOTE: A decision in 2 “small tax case” cannot be appealed to a Court of Appeals by the taxpayer
or the IRS. If you do not check either box, the Court will file your case 22 a regular tax case.

3. Explain why vou disagree with the IRS determination in this case (please list each point separately):

T.C. FORM I (REV. 511}
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6. State the facts upon which vourely (please list each point separately):

You may use additional pages to explain why vou disagree with the IRS determination or to state additional
facts. Please do not submit tax forms. receipts. or other types of evidence with this petition.

ENCLOSURES: Please check the appropriate boxes to show that you have enclosed the following items with this
petrtion:

O A copy of the Determination or Notice the IES issued to you

O Statement of Taxpayer Identification Number (Form 4) (See PRIVACY NOTICE below)

O The Request for Place of Trial (Form 5) O The filing fee

PRIVACY NOTICE: Formd (Statenent of Taxpayer Identification Nunber) willnot be part of the Court’s publifiles.
All other docunents filed with the Court.including thiz Petition and any IR.S Notice that you enclose with thiz Petition,
will become part of the Court’s public files. To protect vour privacy, you are stronsly encouraged to omit or remove
from this Petition, from any enclosed IRS Notice, and from any other document (other than Form 4) your taxpayer
identification mmmber (e.z., your Social Security number) and certain other confidential informmation as specified m the
Tax Court’s “Notice Fegarding Privacy and Public Access to Case Files”, available at www.ustaxcourt gov.

SIEVATURE OF PETITIONER {AFEA CODE) TELEPHONE NO.

MAT NG ADDRESS CITY, STATE. ZI? CODE

State of legal residence (if different from the mailing address):

SIGNATURE OF ADDITIONAL PETITIONER. (e 2 SPOUSE) DATE (AREA CODE) TELEFHONE NO.

MAILING ADDRESS CITY, STATE, ZIP CODE
State of legal residence (if different from the mailing address):

SIGNATURE OF COUNSEL, IF RETAINED BY PETITIONER(S) TASX COURT BAR. WO,

MATLING ADDRESS, CITY. STATE, ZIP CODE
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UNITED STATES TAX COURT
“BOAT UStARCOT EO

.
COMNISSIONER OF INTERMNAL REVENUE,

Fespondent

STATEMENT OF TAXPAYER IDENTIFICATION NUMBER
{E.z., Social Security nmiber(s), ermployer identification mamber(s))

Names of Petrtionar

Petitioner’s Taxpayer [dentification Mumber

Name of Additional Petiioner

Additional Petitiomer’s Taxpayer Identification Momber

If either petitioner is seeking relief from joint and several liability on a joint return
pursuant to Section 6013, LR.C. 1986, and Rules 320 through 325, name of the other individual
with whom petitioner filed a joint return:

Taxpayer Identification Number of the other indinidual, if available:

SIGEJATURE OF PETITIONER. OR COUNSEL

SIGNATURE OF ADDITICNAL PETITIONEER.

T.C. FORM 4 (0105)
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UNITED STATES TAX COURT
WWW.ustaxcourt gov

.
COMMIZSIONER OF INTERNAL FEVENLUE,

Fespondent
REQUEST FOR PLACE OF TRIAL

PLACE AN “X" IN ONLY ONE BOX TO REQUEST THE PLACE OF TRIAL. IF FETITIONER(S) ELECTED TO
HAVE THE CASE CONDUCTED AS A SMALL TAX CASE, REQUEST ANY CITY LISTED BELOW; OTHERWISE,
REQUEST ANY CITY NOT MARKED WITH AN ASTERISK {*).

ALABANA EANSAS

0 Biminghem 0 Wichita*

O Mobila EENTUCEY
O Louisville
LOUISIANA
O Mew Orlaans

Signature of Petitioner(s) or Counsel

T.C. FORM 5 (REV. 09/10)



Tax Court

Who can file a petition?

* Any person who has received a notice of deficiency

e Any person who has received a notice of
determination

* |n some instances a petition may be filed for relief
from joint and several liability (innocent spouse relief)



Tax Court

Who can appear in tax court?

 An attorney admitted to practice in tax court
* A non-attorney admitted to practice in tax court
e A taxpayer without representation



Audit Red Flags

Other things to look out for

 Undisclosed foreign bank accounts
 Unreported income
e Potential fraud



Polling Question 20

Are you comfortable handling complex audits?

(800) 658-7590 www.taxresolutioninstitute.org



Let’s Thank Peter and Phil



Group Discussion
(time permitting)



FAQ’'s

1. Installment Agreements — what should | do if my client qualifies for a
streamlined installment agreement but is unable to afford the monthly
payment amount?

2. Offer in Compromise — can my client who has been assessed a Civil Penalty
stemming from the Trust Fund portion of payroll tax liability submit an offer?

3. Bankruptcy — if my client filed their 2009 tax return on June 15, 2010 which
was on extension, can they file for bankruptcy on June 16, 2013 and
discharge their 2009 tax liability under the 3-year rule?

4. Appeals —which type of appeal, CAP or CDP allows you to make an argument
in tax court? (Stay tuned for the next webinar...)




Summary of topics covered today

« Solving income and payroll taxes
« Sequence of events

« Installment Agreements

« QOffers in compromise (basics)

« Low Hanging Fruit

« Marketing

« (Cost segregation
« Audits




Our mission today...

1) Help you make money
2) Teach you how to become a tax resolution specialist;
3) Become your tax resolution partner; or

4) Become your trusted referral source

Find us on the web at: www.taxresolutioninstitute.org
Email us at: info@taxresolutioninstitute.org
Call us at: (800) 747-8718




I’m Peter Stephan....

www.taxresolutioninstitute.org
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www.taxresolutioninstitute.org



Thank you

Market/Sell/Practice...

30% off

Our comprehensive system for
all working professionals

Marketing segment

Sales segment

Tax resolution segment
Workbooks for each segment

$2:900-/ 52,093




