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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

(800) 658-7590 www.taxresolutioninstitute.org

WHY TAX RESOLUTION?

11/1/2016



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
* Real estate brokers
* Attorneys

* Self employed taxpayers (both income & payroll
tax issues)

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016



What will be covered today (Day 1)

«  Solving income and payroll  * Installment Agreements

taxes « Offers in compromise (basics)
+ Sequence of events « Low Hanging Fruit
* Powers of attorney «  Marketing
* Transcripts - Cost segregation
« Anatomy of payroll taxes « Estate planning
* IRS National and Local «  Audits
Standards

(800) 658-7590

www.taxresolutionin8itute.org

What will be covered tomorrow (Day 2)

(800) 658-7590

Review of day 1

Advanced offers in compromise
Taxes and bankruptcy

Selling your services

Canopy

Innocent Spouse

Appeals (various types)

IRS criminal investigation (Cl)

www.taxresolutionirgitute.org

11/1/2016
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Today’s Keynote Speaker

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

(800) 658-7590 www.taxresolutioninstitute.org
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What is tax resolution?
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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.

(800) 658-7590 www.taxresolutioninstitute.org
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Solving Income Tax Issues

5 most common methods:

*Installment agreement

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

*Discharging taxes in bankruptcy

access your free content at www.taxresolutioninstitute.org

11/1/2016
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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

(800) 658-7590 www.taxresolutioninstitute.org
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Polling Question 1

Do you currently have clients with tax collection issues?

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Sequence of Events
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Step 1: Meet with the client (by telephone or in person)
* |dentify and define issues

* Discuss the process and expectations from the client
* Estimate fees (lots more on this later today)

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Step 2: Prepare Documents
* Letter of Engagement (work agreement)

* Power of Attorney Form/s
* Payment Forms — ACH, credit card, PayPal

(800) 658-7590 www.taxresolutioninstitute.org
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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)

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Step 4: Obtain or Prepare Tax Returns

* Collect information
* Prepare delinquent tax returns

* Obtain duplicate original copies of all prepared tax
returns

* Calculate total estimated tax liability including
penalties and interest

(800) 658-7590 www.taxresolutioninstitute.org
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Step 5: Prepare Collection Information Statement

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

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

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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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

(800) 658-7590 www.taxresolutioninstitute.org
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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

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

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Request Client Information
(send Collection information Statement. Request substantiation and tax information)
Contact Fll.e nt :
Ty p i ca I (tointroduce himself as ottorney assigned to Client’s cose)
Tax Resolution v
Case Workflow cotoscnon [ Calendor Acton e
primriopiil ==t Bl
Resolution
25
Polling Question 2
What is the most common tax collection issue you face
on an annual basis?
(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Powers of Attorney
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IRS Transcripts

Find us on the web at www.taxresolutioninstitute.org

29

11/1/2016
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— r : : -savices
i" Internal Revenue Service
DEPARTMENT OF THE TREASURY
‘This Product Contins Sensisve Taspayer Dan
Requast Date: 06-12-2009
Account Transcript Rasponse Dave:  05-12-2009
Tracking Nasber: 100045053838
FORM NUMESR: 10403 TAX PERICO: Dec 31, 2001
TaxeaER Ioomrzcanion wacen: I
<<<<POWER OF ATTORNEY/TAX THFORMATION AUTRORIZATION (or/ 00N FILES>>>
ANY MINUS SIGN SHOWN BELOW SIGNIFIES A CREDIT AMOUNT -
ACOCONT BALACE: 94,263.33
13,385, €6
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(this i3 not & payefs aseons
++ INFORMGTION FROM THE ADJUSTED *
DmeTIos: 04 FILDI STATUS: Sing
ADIUSTED GROSS
DcaE: 80,202.00
TROSIE IO 3,552.00
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sE TRUSLE
DCOE TAGRYER: 0,400.00
SE BXNBIS
DS SRUS: 0.00
TOTAL SELF
DFLODENT TRE: 12,308.00
RETEN DUE DATE OR RETURN RECENED DT (ROCHEER IS LTEN
PROCESSING DATE
[l TRANSACTIONS
CODE EXPLANATION OF TRANSACTION CYCLE  DATE ApUNT
150 Subseivate Tax evurn prepared by IRS 12-28-2008 10.00
31
49210-334-20288-3
140 Irquiry for rer-filing of tax retum 03-17-2003 $0.00
570 Additicral accourt acticr perdirg 12-29-2002 $0.00
420 Examiration of tax return 12-23-2002 $0.00
1 Peralty for not pre-paying tax 20043508 09-13-2004 $936.00
160 Seralty for filirg tax Teturr after the die dite 20043508 05-13-2004 $3,832.00
300 Additioral tax assessed by exaniraticn 20043508 03-13-2004 $50,034.00
45247-633-00290-4
336 Irtevest charged for late payment 20043308 09-13-2004 §7.863.74
27 Peralty for late pmmant of tax 20043808 09-13-2004 §7,280.33
6 Duplicate return filed $0.00
89221-228-33845-4
M Asarded retum filed $0.00
43277-445-01083-5
161 Reduoed or resoved peralty fov {ilirg tax veturs -§5,425.63
after the die dite
163 Peralty for filing tax teturn after the dus 20 05-13-2004 $5,425.68
171 Reduod or removed panalty fov nct pra-pgles 03-13-2004 -51,044.00
tax
173 Seralty for not pre-paying tax 20043508 03-13-2004 §1,044.00
291 Prier tax sbated 03-14-2008  -§24,114.00
49254-445-00168-5
27 Reduced or resoved penal late t of 03-14-2008 -$2,718.93
tax
157 Reduced ot resoved irtere © late 03-14-2008 -$2,1m1.19
payzert
520 Balarce due acc t collectable 04-20-2000 §0.00
0 Appeinted tepres DO 04-27-2008 $0.00
531 Accourt curvently oor collectable 08-02-2008 $0.00
40 Offer ir camproaise received 0-21-2008 $0.00
970 Tax pevicd Blocked frem autsmated levy progras 07-11-2008 $0.00
481 Dented offer in compronts 08-18-2008 $0.00
52 Lier placed on assets due to balarce cwed 09-23-2005 50.00
361 Resoved appointed represestative 12-08-2008 $0.00
40 Offer in compronise Teceived 01-17-2006 $0.00
489 Removed offer in campromise 01-27-2006 $50.00
960 Appoirted reprasertative 03-02-2008 $6.00
371 Tax paricd blocked from autcmated levy progra 05-08-2006 $0.00
480 Offer ir comproise received 06-14-2006 $0.00
481 Deried offer in comromise P — 0200
530 Balance due accourt currertly not collectable 03-06-2007 $0.00

11/1/2016
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Payroll Taxes

Find us on the web at www.taxresolutioninstitute.org

33

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.

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Components of Payroll Taxes
Comprised of:

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

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

Not Dischargeable in Bankruptcy

Trust Fund portion assessed personally to Responsible Person/s

(800) 658-7590 www.taxresolutioninstitute.org

35

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”

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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Polling Question 3

Have you ever submitted a streamlined
installment agreement?

Introduction to Installment
Agreements

11/1/2016
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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

* Taxpayer must be in and remain in compliance
* RS has ten-year statute of limitations on “active” collection

(800) 658-7590 www.taxresolutioninstitute.org

39

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

Representation fees are lower but installment payments are typically
higher

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

(800) 658-7590 www.taxresolutioninstitute.org

11/1/2016
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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

(800) 658-7590 www.taxresolutioninstitute.org
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Tips & Traps
\Installment Agreements

1. 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 IR over the phone. Be sure to fill on all
boxes in sections that apply to you. The IRS does not e blanks

3 ¢ your income Calculate your take-home income
minus. your lving expenses prior to contacting the IRS. This will be the amount the IRS will
expect you to pay on a monthly basis.

2. The installment agreement calculation may be
i negative. If the amount is less than zero, request to
be placed into Currently Nen Collectable status.

5. If your calculation is 00 low (i.e. substantially below
Helpful zerc) then the IRS may not consider your expenses to
P bereal

Tips The Sl compre e bk et s weh Find these tips and other valuable

the amount you claim as take-home income. Be sure

that either these amounts match or that you can .

e e e e e material th b at
transfers from savings, transfers from other accounts aterials on € WEeDb a
listed on the 433).

Provde teee s bl satrents, e, etc. o substontiate i exerses. Ao www.taxresolutioninstitute.org/250A

include preof of payment either as copies of checks or bank statements showing the paid

expenses. Simply owing the money is not enough to make an expense allowable. ta b O r. by e m a | | | n g u S at

. If you have more Monthly Disposable Income (“MDI”) than you are able to pay to the IRS as an
ongoing instaliment payment, you can increase your expenses to lower your MDI. For example

s info@taxresolutioninstitute.com

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

£y

o

b. If you are self-employed you can make of 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.

. 1 you are an employee you can increase your withholding tax if you typically owe taxes
atthe end of the year. Be careful 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.

©

Ask for 72 months to pay. If your MDI s toa high, try taking your total liability and dividing it by
72. Ifthe amount isless than your MDI, you may request that your full iability be paid over the
6-year period. This does not always work but it is worth a try.

20



IRS National & Local Standards

2

Food, Clothing and Other Items

Expense 1 Person 2 Persons 3 Persons 4 Persons
Food $307 $583 S668 $815
Housekeeping supplies $30 S60 S60 $71
Apparel & services $80 $148 $193 $227
Personal care products & services S34 S61 $62 S74
Miscellaneous $119 $231 $266 $322
Total $570 $1,083 $1,249 $1,509

More than 4 persons

Additional Persons Amount

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

$341

11/1/2016
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Housing and Utilities

Housing and Housing and Housing and Housing and Hc?L_Js_ing and
Utilities for a Utilities for a Utilities for a Utilities for a I:trL:IitI:/erfzrc?r
Family of 1 Family of 2 Family of 3 Family of 4 more
Kings County 1,450 1,703 1,794 2,000 2,033
Lake County 1,473 1,730 1,823 2,033 2,065
Lassen County 1,509 1,772 1,867 2,082 2,115
Los Angeles
County 2,146 2,521 2,656 2,961 3,009
Madera County 1,482 1,740 1,834 2,045 2,078
Marin County 3,050 3,582 3,775 4,209 4,277
45
Transportation
Public Transportation
National $173
Ownership Costs
1Car 2 Cars
National $471 $942
Operating Costs
1Car 2 Cars
West Region $213 $426
Los Angeles $266 $532
Phoenix $262 $524
San Diego $271 $542
San Francisco $276 $552
Seattle $173 $346

11/1/2016
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Out-of-Pocket Health Care

Ownership Costs Out of Pocket costs

Under 65 S54
65 and Older $130

47

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.taxresolutioniAtVute.org

23
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Case Study 1
Installment Agreement

49

Case Study (CS-2)
Installment Agreement

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

* 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.

access your free content at www.taxresolutioninstitute.org

11/1/2016
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Collection Information Statement
Name(s) and Address Your Social Security Number or Individual Taxpayer Identification Number
John and Jane Doe 123-45-6789
1234 Memory Lane 0 -
Anytown, USA 12345 Your Spouse's Social Security Number or Individual Taxpayer Identification Number
987-65-4321
D If address provided above is different than last return filed, Your Telephone Numbers Spouse's Telephone Numbers
please check here Home: (818) 555-1212 Home:
County of Residence Work: Work:
Los Angeles Cell: Celt N Enter the # Of
Enter the number of people in the household who can be claimed on this year’s tax return including you and your spouse. Under & 4 55 and Over .
: : == — = = personsin
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 (ot conimsonne) - household here.
N/A
A. ACCOUNTS / LINES OF CREDIT Include checking, online, mobile (e.g., PayPal) and savings accounts, Certificates of Deposit, The # should be
Trusts, Individual Retirement Accounts (IRAs), Keogh Plans, Simplified Employee Pensions, 401(k) Plans, Profit Sharing Plans, th e same as
Mutual Funds, Stocks, Bonds and other investments. If applicable, include business accounts. (Use additional sheets if necessary.)
LS Type of Current Check if d ecla red on
Name and Address of Institution Account Number acaiint Bilincanvaiis | Bilsinass Azcolint ;
Main Bank 111 Main Bank Ave, Anytown, USA 11-11111-11 Checking 1.208 O C| lent’s tax return
Retirement Bank. 123 Retirement Ave, Anytown. USA 123-456789 IRA 6429 D
Business Bank. 222 Business Way. Anytown. USA 22-222222 Checking 227 E]

51
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 Fanuly Residence Year Purchased |Purchase Price
1234 Memory Lane 2017 7
Anytown, USA 12345 3.028 2 85.000 850,000 678,000
Los Angeles Year Refinanced |Refinance Amount
[x] Primary Residence [_] Other
Year Purchased |Purchase Price
Year Refinanced |Refinance Amount H O U S I n g
] Primary Residence [_] Other
C. OTHER ASSETS Include cars, boats, recreational vehicles, whole life policies, etc. Include make, model and year of vehicles N ote: |f eq u Ity
and name of Life Insurance company in Description. If applicable, include business assets such as tools, equipment, inventory, etc. .
(Use additional sheets if necessary.) was n egat ve
Description Monthly Payment| Year Purchased |Final Payment fmo/yr)| Current Value | Balance Owed Equity enter ”O”
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 Only)

11/1/2016
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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

(800) 658-7590

52

Page 2 of 4

D. CREDIT CARDS (Visa, MasterCard, American Express, Depariment Stores, efc.)

Type

Credit Limit

Balance Owed i nt

None

_— 0

E. BUSINESS INFORMATION Complets

necessary.) Complete E2 if M

Accounts Receivable owed to you or your business. (Use additional sheets if

T business accepts credit card payments.

E1l. ACCOUWU to you or your business

Name

Address Amount Owed

N/A

List total amount owed from additional sheets

Total amount of accounts receivable available to pay to IRS now

E2. Name of individual or business on account

Credit Card
(Visa, Master Card, elc.)

Issuing Bank Name and Address

Merchant Account Number

www.taxresolutioninstitute.org

53

L L
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)
Self Employed

How often are you paid? (Check one)
[] weekly
Gross per pay period

Taxes per pay period (Fed)

[IBiweekly [] Semi-monthly [_] Monthly

(State)

[] weekly

(Loca)

How long at current employer 2 years 7 months

Spouse’s current Employer (name and address)

How often are you paid? (Check one)
[] Biweekly
Gross per pay peri

Taxes per pay peri 5 £
How long at current employer 1 year 3 months

202

[J semi-monthly [X] Monthly

(Locan

Wages

Be sure to
calculate the
wages minus

G. NON-WAGE HOUSEHOLD INCOME List monthly amounts. For Self-Employment and Rental Income, list the monthly amount

received after expenses or taxes and attach a copy of your current year profit and loss statement.

taxes based upon

Alimony Income

Child Support Income

Net Self Employment Income

8,662

Net Rental Income

InterestDividends Income

Unemployment Income

Social Security Income

Pension Income

Other.

a month when

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

determining how

1. Food / Personal Care See instructions. If
you do not spend more than the standard
allowable amount for your family size, fill in

3. Housing & Utilities

5. Oth
i Child / Dependent Care

Rent

Estimated Tax Payments

Electric, OilGas, Water/Trash

133 Term Life Insurance

the Total amount only. Food 315
F Supplies 71 Teleph
Clothing and Clothing Services 227

Personal Care Products & Services

74

Miscellaneous

322

Total 1,509

/Cell/Cable/Internet

100 Retirement (Employer Required)

Real Estate Taxes and Insurance
(if not included in B above)

Retirement (Voluntary)

Maintenance and Repairs

Delinquent State & Local Taxes

Total 2

(minimum payment)
Student Loans (minimum payment)

Court Ordered Alimony

2. Transportation

4. Medical

Gas/Insurance/Licenses/Parking/

( 532

Out of Pocket Health Care

Public Transportation

Expenses

ayments

Court Ordered Child Support|

much to offer as
an installment
amount.

219
3,586
135

Union Dues

Transportation

e

Other (specify)

IRS Standard

216 Other (specity)

Other {specify)

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

Your Signature

[Spouse’s Signature

[ Date

11/1/2016
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www.taxresolutionintitute.org/forms
to access the most
urrent version of these forms

Visit

11/1/2016
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Installment Agreement - Family of Four (Case Study 1)
Monthly
Amount

Item
Income

Gross Wages Taxpayer
Spouse
Taxes Federal
State
Take-home pay:

. Expenses

Ana |yS|S Housing and Utilities
Mortgage
Utilities
Food/Clothing/Etc

Transportation Payments
Maintenance/gas/insurance
Medical Health insurance

Out-of-pocket health care

Other Childcare
Life insurance

Living expenses:

8,662

4,768
(3,586)
(2,018)

3,028
233

1,509
821
532

1,012
216
219
135

Proposed installment amount:

7,826

7,705
121

Notes

Actual
Actual
Actual
Actual

Actual
Actual

Standard
Actl/Std
Standard
Actual
Standard
Actual
Actual

57

Installment Agreement
Success Stories

11/1/2016
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bili
282,142 Liability
| S Department of the Ynliuvy Dase:
| { ntermatRevense Serv Cvaraons
Sinall Businens ! eftEmployed Division 10 punbac.
225 W BROADWAY —
n S a r r I e n IRS GLENDALE, CA 91204.1331 Person to contact
—
Agreement -
We have spproved your request to pay your taxes in nstaliments. Vwr ’v:( Dly"\l"l of $100.00 is due
0172872015, You agreed to my e pe of $100.00 on ch folowing month untl yw
have paid the full smount you owe.
The amour ol 010572015 is $282.142.05 This smount does not include. nsite:
n arest. e ik charge pumes anc mvaratunthYou pay e 1 amvost s it
o your el e i s .
Plasse 360 your monthly payments 10 resch us by the due o Joabl secunty Humber o
employer iKentification number cleary on your check of Mo % ehange your 830ress, plasse
S0 Yo e A28 WA Yout A YA
MNote: Ifthe IRS is charging Backup with your sccounts. U“‘ Having an instaliment
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T
RAE A FILED
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v v s papmast by dn shoum shove. o kv preblam, coiac s
et
+ T sgmart s basad on yoor cumnt ancial condon. W nty changh o anolicur
dormaaen shows hl it ey o pas b change sigiboarty
+ Wa mey cancel 5 agreumant o0 durt v us upciated fnaecilnformaton whan we s fork
*  While this agreement is in effect. you must pay sny federsl taxes you owe on time
*  We will apply your federsl tax refunds (# any) to the amount you owe untl it is fully peid.
+ you cur e e onclorn of i reasment.we wil comee . sy onbec e s
s o by oy o e, Do a0 O e s34 oy 2 ot
. e 9
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£0 IRS b
PO Box 9941 SIDD 5500 ln reply refer to: 04764011040
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00019200

IRS
Installment
Agreement

5193

Based on your proposal, we established your install
$360.00. Your payment is due on the 28th of each month,
beginning on June 28, 2016.

We char

0.00 yser u- to cover the cost of providin
instal ] o 'PAYM é Fli. —

Even thdugh vour approved lns!n]llvn( agreement pay --nz may be less,
your first payment must be at least $120.00 to cover
fee.

OWED $151,771

% PETER Y STEPHAN
21700 OXNARD ST STE 1160
WOODLAND HILLS CA 91367-7576

Social security number
Forms
Tax periods:

1040
Dec. 31, 2014

Dear Taxpayer:

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

nt agreement for

WHAT YOU NEED TO KNOW ABOUT YOUR INSTALLMENT AGREEMENT

We can reduce the installment agreement user fee for individuals whose
incoms falls at or below levels in the IRS Installment Agreoment Low

Guidelines. You may qualify for this one-time reduction to your

If your income is at or below the established levels (based on the
Department of Health and Human Services poverty guidelines), you 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 Agre

ents.

ify, complete and mail Form 13844 within 30 days to:

11/1/2016

29



CAFTB

Installment
Agreement

STATE 0% CAUFORA
FRANCHISE TAX BOARD
#O B0 262
SACRAVENTO CA 968122452 rotce cote [N

Teiephone: (400) 64547

INSTALLMENT AGREEMENT AND ELECTRONIC FURDS — Accourt rwsrcer
TRANSFER (EFT) AUTHORIZATION

e approwed your niament agresmerdfor 3 moiny paymentof $850.00 The e siep s bt

infomhation blow 804 etum 1 us inthe enciosed o he cat notioe. If you co net

o grovaadwi cbecionsacion. rasest v panaiies Wi Carte & B Ul UK S0Court o P AR Fahrs 0

provide complete information wil deiay the process of your EFT request

After we process your EFT, we wil send you an FTE 4024, instalmant Agreoment EET - Approvainotice. n additon, a

$20.00 fee wil be charged fof establishing the instaliment agreement

EFT Authorization

1 BUNG126 81 SiectonG fUnds WNGrawal for the 3bove amour, i 300Ut e

(piease specity) dsy of the montn. The day must b e 1 mmugnm.m" ne
tate th rer & JUthon2ed 10f the Nesd Dusness dy

oompiesetne

fied below, onthe
Vs Gy fai’s on 8 Saturday,

Sunday, of

T PRAct AUt | Z Dy or MRy | 3 Bark Routng Numbet [ 4 Bark Account Number
EFT Wienarawal

Sevieeammamrs) |y | mombr

" $650/mo PAYMENT

1 Gertfy that | have the authary 1o request an electronis funds wihdrawal rom the bank account Kentfied sbove 8nd |

authonze the Franchise Tax Board (FTE) o intiate and process eiectionkc funds withdrawal entries fo the above bank

accou e hreg he course of i
it are paid, 2) FTB cancels the instalment agreement, or 3) FTB receives writien notice of cancefiation of t

EFT autncrizaton witin fve Susness doys pic 1 e payment dud Cate

request ihat ine payment amount in box 1 be debted from my bank accourt each month on the date specdied in bax 2. If
i G ok O 3 Sy, Sunday, o S olGay | mATOYD 10 Trer or 120 e Bominess 69

B cannct deduct the monthiy peyment from my benk sccourt because of insulfiient funds of because my bank
8ccount is ¢losed, FTB may cancel my instaliment dgreement. In That event, | nderstand that FTB may charge me 8
deshonored payment penalty and  collection lee. | wil aisa be fesponsible for any overdraft fees charged by my bark
Authonzed Signature Dayime Tolephane Number

Ext
Signer's Name (Print) Dato

By initialing the box be ow, ll!lﬁ to the Taxpayer Instaliment Agreement Conditions provided on PAGE 2.
Please review them thoroug
| Please initial this bw\ IM have read all the conditions on PAGE 2. f you do net initial the bex, we
|| il mot process this s ectroni funds ransfer autherlzation form.

FTB 4023 C2ARCS (REV 06-2010) PAGE 1

60

Polling Question 5

(800) 658-7590

Have you ever prepared

a non-streamlined installment agreement?

61

www.taxresolutioninstitute.org

11/1/2016
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TRI

The Ultimate Guide to
Tax Resolution

Morning Break

This book is a must for tax
resolution practitioners....

By PeterY. Stephan & Matthew Cohen

50% off

for the next 15 minutes

Available in both hard cover Textbook

and pdf versions  Hardcover: $349.00-/ $74.50
PDF:  $99.09-/ $49.50

63

Offers in Compromise

Find us on the web at www.taxresolutioninstitute.org

11/1/2016
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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

65

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

11/1/2016
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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

67

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

11/1/2016
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Polling Question 6

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

69

Case Study 2
Offer in Compromise

Find us on the web at www.taxresolutioninstitute.org

11/1/2016
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Case Study (CS-2)
Offer in Compromise
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

* 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

e They own a single family home with some equity
 Wife has an IRA with a relatively low value (512,858)
* They owe approximately $487,000 in unpaid taxes.

access your free content at www.taxresolutioninstitute.org

71

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

Find us on the web at www.taxresolutioninstitute.org

11/1/2016
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Department of the Treasury — Intemal Revenue Service
Fom 433-A (OIC) Collection Information Statement for Wage Earners and
(Rev. February 2016} Self-Employed Individuals
Use this form if you are
» An individual who owes income tax on a Form 1040, U.S » An individual who is personally responsibié for a parnership
Individual Income Tax Retum liability (only if the partnership is submitting an offer)
» An individual with a personal liability for Excise Tax » An indrvidual who operates as a disregarded single member
Limited Liabiity Company (LLC) taxed as a sole proprietor
(AN IO Papom BENS o UM FAA Racove £ iy » AN individual who is Submiting an offer on behait of a
» An ingividual who is sell-employed or has seil-employment deceased person
income. You are considered to be self-employed if you are in
business for yourself, or Carmy on 3 trade of business.
Note: Include attachments if additional space is needed to respond completely to any question.
Personal and Household Information
Last Name First Name Date of Birth (mmisdyyyy) Social Securty Number
Doe John 01/01/1980 123 - 45 . 6789
Marital status Home Address (Street, Cty, State, 21P Code) Do you:
1234 Memory Lane D d
Unmarried Own your home Rent
0 Anytown, USA 12345 & o epen ents
[ Other (specity &.g, share ren, ive with relative, etc)
e included in OIC
ST iy P Vi s e S o oy 5 e Included in
Los Angeles (123) 555 - 1234
Sosar P e should appear on
( ) e ( y &
H ’
Provide iiormalion S Yo spowRe: applicant’s tax
Spouse’s Last Name ‘Spouse's First Name Date of Birth (mmd) Social Secunty Number
Doe Jane 1 687 . 65 . 4321 return
Provide information for all other persons in the household or claimed ss-aTependent.
Claimed as a dependent|  Contributes to
\("‘? || Relationship on your Form 10402 | household income?
Jimmy Doe Y— 10 Son [x] Yes [] No [Jves [x] No
Jeannie Doe /] 8 Daughter [ Yes [] No O ves [ No
[ ves [ Ne [JYes []HNe
[ yes [JNe []Yes [JNo
Section 2 Employment Information for Wage Earners
73

Employment Information f

Sectio 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 Infermation in Sections 4, 5, and 6.

Your Employer's Name Employer's Address (street, city, state, zip code)
Self Employed (dba John Doe Sales :\234 MemLTgAL?ZZA,S

Do you have an ownership interest in this If yes, check the business interest that nytown,

business? applies: [ | Partner [ ] Officer

[x] Yes [] No [x] Sole proprietor

Your Occupation How long with this employer

Salesperson 2, (years) 7 (months)

Spouse’s Employer's Name Employer's Address (street, city, stale, zip code)
Py 9999 Industrial Way

Does your spouse have an ownership If yes, check the business interest that Anytown, USA 12345

interest in this business? applies: |:| Partner D Officer

[] Yes [X] No [] sole proprietor

Spouse's Occupation How long with this employer

Salesperson 1 (years) 3 (months)

Enter
employment
information
here

11/1/2016
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Section3  Personal Asset Information

Use the most current stalemem for each type of account, such as checking, savings, money market and online accounts, stored value cards (such as, a

payroll card from an employ: and

(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 dollar. 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 [7] Savings [] Money MarketCD [] Online Account

[ stored Value Card

Bank Name Account Number

Bank

Main Bank 1-111111-11 (1a) $ 1,208 H
[] checking [] savings [] Money MarketvCD [ ] Online Account ] Stored Value Card I nfo r m at I O n
Bank Name Account Number .
() 3 This amount
Total of bank accounts from attachment | (1c) $ — should be $1 000
’
Add lines (1a) through (1c) minus ($1,000) =| (1) § & 208 | h h
Investment Account:  [T] Stocks [ ] Bonds [[] Other ess than the
Name of Financial Institution Account Number actua I ba n k
Current Market Value Minus Loan Balance accou nt bala nce(s)
$ X8=% -8 =| (2a) $
Investment Account: [ Stocks [] Bonds [] Other
Name of Financial Institution Account Number
Current Market Value Minus Loan Balance
$ X8=§ - =| (2b) §
Total investment accounts from attachment. [current market value X.8 minus loan balance(s)] | (2c) $
Add lines (2a) through (2c) =| (2) §
75
Retirement Account: [ ] 401K [X] IRA  [] Other Reti rement
Name of Financial Institution Account Number
Retirement Bank 123-4566789 Taxpayer is
arky} Value Minus Loan Balance approximately 45
4,500 -s0 =| (3a) $ 4,500

RSMemenT Account:

[ 401K [j IRA [ Other

years old and not

Name of Financial Institution

Account Number

| ————————_ nearretirement,
thus its current

Current Market Value

Minus Loan Balance

market value

$ X8=$% -$ =| 3b) §
- - reflects half of
Total of retirement accounts from attachment. [current market value X .8 minus loan balance(s)] [ (3c) $ ’_ |

Add lines (3a) through (3¢)=| (3) $ 4,500 the IRA’s tota

Cash Value of Life Insurance Policies Value

!! I!!"Hnsurance Company Policy Number

Current Cash Value Minus Loan Balance

$ -3 =| “a)s Always put “N/A”

Total cash value of life insurance policies from attachment Minus Loan Balance(s) Wlth a ”0" amount

% =49 =1 1(4b)'$ 0 when anitem does
Add lines (4a) through (4b) =| (4) $

not apply

11/1/2016
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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, ZIP Code) Primary Residence E Yes D No
1258 Mamary Lans 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 tenancy, etc.) Description of Property
Joint tenancy Single family residence H ou Si n g
Current Market Value Minus Loan Balance (Mortgages, etc.)
$ 850,000 X 8= $ 680,000 - 678,000 (Total Value of Real Estate) = | (5a) $ 2,000 Small
Property Address (Street Address, City, State, ZIP Code) Primary Residence D Yes E No
Date Purchased amou nt Of
equity in
County and Country Date of Final Payment h ome (n ote -
How title is held (joint tenancy, etc.) Description of Property |f the eq u |ty
is a negative
Current Market Value Minus Loan Balance (Mortgages, efc.) ‘AN
3 _ enter “0”)
$ 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)] | (5¢) $
Add lines (5a) through (5¢)= | (5)$ 2,000
| 77
Vehicles (Enter information about any cars, boats, motorcycles, ete. that you own or lease)
Vehicle Make & Model Year Date Purchased Mileage
Nissan Maxima 2014 01/19/2014 31,770
D 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, efc.) Ve h icl es
Total value of vehicle (i the vehicie
$ 30,218 x8=$24174 -$ 23,150 is leased, enter 0 as the total value) = | (6a)$ 1,024
Subtract $3,450 from line (6a) | o < " The taxpayers
(If line (6a) minus line (6b) is a negative number, enter "0") (6b) ” d
Vehicle Make & Model Year Date Purchased Mileage are allowe
Ford Edge 2015 |7/19/2015 22,060 $3,450in
[X] Lease Name of Creditor Date of Final Payment | Monthly Lease/Loan Amount .
: equity per
[J wean  |Ford Credit 07/19/2019 $471.00
Current Market Value Minus Loan Balance (Mortgages, etc ) Vehlcle own ed
Total value of vehicle (if the vehicle
s N/A X.8= 8§ N/A -s NA is leased, enigrl-asdhg total va/fuw{ (6c) $ 0
If you are filing a joint offer, subtWﬂe (6c) 6d)$ 0
(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)] | (6e) $
Total lines (6a) through (6e) = %) s 0

11/1/2016
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rsonal Asset Informati
Other valuable items (artwork, collections, jewelry, items of value in safe deposit boxes, interest in a company or business that is not publicly traded, efc.)
Note: Do not include clothing, furniture and other personal effects.
Description of asset:
Fixtures
Current Market Value Minus Loan Balance
$ 1,375 x.8=$ 1,100 -s0 =| (7a)$ 1,100
Description of asset:
Jewelry, etc
Current Market Value Minus Loan Balance
$ 985 Xx.8=% 788 -s0 =| (m)$ 788
Total value of valuable items listed from attachment [current market value X .8 minus any loan balance(s)] | (7c) $
Add lines (7a) through (7¢c) = (K] 1,888
Do not include amount on the lines with a letter beside the number. Round to the nearest whole dollar. A;::?sb'e e e
Do not enter a negative number. If any line item is a negative, enter "0" on that lip&
Add lines (1) through (7) and enter the amount in Bo; =|$ /@
~—

Other Assets

These amounts should be based upon the Total assets

quick sale value of assets. Not the retail value per form

79

NOTI

1 If you of 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?

[x] ves [ No

Name of Business
John Doe Sales

Address of Business (if other than personal residence)

Business Telephone Number Employer Identification Number | Business Website Trade Name or DI

(213 ) 555 1234
Deseription of Business Total Number of Employees Frequency of Tax Deposits | Average Gross Monthly
Sales 0 Payroll §

& Enter self employment
information here

Do you or your spouse have any other business interests? Include any
interest in an LLC, LLP, corporation, partnership, etc

Business Address (Street, City, State, ZIP code)

[ Yes  (Percentage of ownership: ) Title:

[x] No

Business Name Business Telephone Number Employer Identification Number
( )

Type of business (Select one)

[] Parnership  [] LLC  [] Corporation ~ [] Other

Section § 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 "

“gn,

[ casn [x] Checking [] Savings [] MoneyMarketCD [7] Online Account [] Stored Value Card
Bank Name Account Number
Business Bank 22-222222 (8a) § 227
[ casn [ Checking [] Savings [] MoneyMarketCD [7] Online Account [] Stored Value Card
Bank Name Account Number
(8b) §
Total bank accounts from attachment | (8c) §

11/1/2016
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= Business
Section 5 (Continued) Business Asset Information (for Self-Employed)
Description of asset.
Computer ASSGtS
Current Market Value Minus Loan Balance (if leased or used in the
production of income, enter 0
$ 1,500 Xx.8=$ 1,200 -s 0 as the total value) =| (9a) $ 1,200 IRS allows a
Description of asset: Sales books 1
Current Market Value Minus Loan Balance (if leased or used in the d ed u Ct ion fo r
- 4 0 production of income, enter 0 .
$430 X 8=% 34 -8 as the total value) =| (9b) $ 44 profess'c)nal
Total value of assets listed from attachment [current market value X .8 minus any loan balance(s)] | (9¢) $
Add lines (9a) through (9¢) = | (9) §_—~ 1,544 books and tools
IRS allowed deduction for professional books and tools of trade — | (10) kﬁ,sﬁﬂu Of th e tl’a d e
Enter the value of line (9) minus line (10). If less than zero enter zero. = | (11) § 0 °

Notes Receivable
Do you have notes receivable?

[ Yes [x]Neo

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

[x] No

Do not include amounts from the lines with a letter beside the number [for example: (9¢)]
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

s 227

Iltems 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-Empioyed)

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, e

Business
P&L

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

Place self-

Gross receipts (12)8 / 10,851

o Tk e Tor / employment
Interest income (14)8 I .

o { income and
Other income (16)$

Add lines (12) through (16) = | (17) §

expenses here

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

Materials purchased (e.g., items directly related to the production of a product or service) (18)$

Inventory purchased (e.g., goods bought for resale) (19)8

Gross wages and salanies (20)$

Rent 218

Supplies (tems used to condust business and used up within ane year, e.g., books, ofiice supplies, professional equipment, etc) | (22)$ \

Utilities/telephones. (23)8 \

Vehicle costs (gas, oil, repairs, maintenance) (24)8

Business Insurance (25)8 \

Current Business Taxes (e.g., Real estate, excise, franchise, occupational, personal propery, sales and employer's portion of

employment taxes) (26)$

Secured deblts (not credit cards) 2ns

Other business expenses (inciude a list) 28)8
Add lines (18) through (28) = | (29) § 2,189
Round 1o the nearest whole dollar. [ Box C

Do not enter a negative number. If any line item is a negative, enter "0” on that line. | Nét Business Income
Subtract line (29) from line (17) and enter the amount in Box C = | § 8,66&
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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
+ + +
$ $ $ $ taxpayer income = (30)$
Spouse
Wages Social Security Pension(s) Other Income (e.g. unemployment)
$4,765 +$ +$ +$ Totalspouse | o .7s Household
income = '

Additional sources of income used to support the household, e.g., non-liable spouse, or anyone else who may I n CO m e
contribute to the household income, etc. (32)$
Interest and dividends (33)%
Distributions (e.g., income from partnerships, sub-S Gorporations, etc.) (34)8 Enter the tOtal
Net rental income (35) $ hOUSEhO|d
Net business income from Box C (36) $ 8,66 grOSS Income
Child support received (3% / here
Alimony received (38) % /

Box D

Round to the nearest whole dollar. Tot:I Household Inco
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 amountin BoxD = | § 13,430

83

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 W/ ir: /1 i I - il -&-
Self-Employed/Collection-Financial-Standards. H o u Se h o I d

Expenses

Round to the nearest whole dollar.

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. (39)$ 1,509 . .
Housing and utilities (e.g., rent or morigage payment and average monthly cost of property taxes, home insurance, FOOd/Cl Oth ! ng/m I SC.,
:Zz:hre;a:c; :::j ;:;:;m utilities including electricity, gas, other fuels, trash collection, water, cable felevision and infernet, ors @ vehicle o per atin g
Vehicle loan and/or lease payment(s) “ns w costs and out-of-
ey e e et | s Pocket health costs
Public transportation costs (e.g., average monthly cost of fares for mass transit such as bus, train, ferry, taxi, etc.). A are ba Sed u pon I RS
reasonable estimate of these expenses may be used. 43)$

Health insurance premiums 44)s 1,012 standards. No
Out-of-pocket health care costs (e.g. average monthly cost of prescription drugs, medical services, and medical supplies like / substantiation is
eyeglasses, hearing aids, efc.) (45/% 216 .

Court-ordered payments (e.g., monthly cost of any alimony, child support, efc.) 146) $ req ul red fO r th ese
Child/dependent care payments (e.g. daycare, efc ) @ns 219 items

Life insurance premiums. 48)s 135

Current monthly taxes (e.g., monthly cost of federal, state, and local tax, personal property tax, etc.) (49) § 5,604

Taxpayers’ actual housing and utilities cost is $300 more than the IRS standard at $3,261

11/1/2016
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Page 7 of 8

Section 7 Monthly Household Income and Expense Information (Continued)

Secured debts (e.g., any loan where you pledged an asset as collateral not

y listed, 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 amount in BoxE =| g 13,009

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

Box F

Section 8 Calculate Your Minimum Offer Amount

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 § 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

Remaining Monthly Income
Subtract Box E from Box D and enter the amountinBoxF=| g @

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)

Enter the amount from either
Box G or Box H

$ 8,823 + $

Offer Amount
Your offer must be more than zero ($0]
not leave blank. Use whole dollars g#ly.

50521 = | 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.

84

Offer
Calculation

Monthly
disposable income
equals gross
income minus
allowable expenses

It rarely makes
sense to choose the
24-month option

The proposed
offer amount
based upon 12
times disposable
income plus the
quick-sale value of
assets.

Section 9 Other Information

85

Additional information IRS needs to

Are you the beneficiary of a trust, estate, or life insurance policy?
consider settlement of your tax debt. If you

Other

or your business are currently in a Ol ves Ko
bankruptcy proceeding, you are not eligible | Are you currently in bankruptcy? Have you filed bankruptcy in the past 10 years?
to apply for an offer. [ Yes [X] No [ Yes [X] No

Information

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

Are you or have you been party to a lawsuit?

[J Yes [x] No

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

In the past 10 years, have you transferred any assets for less than their full value?
[] ves No

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

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?
[] ves [X] No If yes, how much $ Where:

11/1/2016
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Page 8of 8
Section 10 Signatures .
Under penalties of perjury, | declare that | have i this offer, i ing ac: ing documents, and to the best of my knowledge it C h e C kl I St
is true, correct, and complete.
Signature of Taxpayer Date (mm/ddfyyyy)

} Be sure to include
’ Signature of Taxpayer Date (mm/ddfyyyy) all items as

A~ requested on the
%me\berto include all applicable attachments listed below.

form that apply to

E pies of the most recent pay stub, eamings statement, etc., from each employe yo u r Cl | e nt

E Capies of the most recent statement for each investment and reti ent account

Oc Gther sources of income such as pensions, Social Security, rental income,

rest and dividends (including an Tved from a related parinership, corporation, LLC, LLP, efc.), court order for child
support, alimony, and rent ies
B ¢ statements for the three most recent months
E Copies of the most recent statement from lender(s) on loans such as mortgages, second mortgages, vehicles, etc., showing
thly payments, loan payoffs, and balances
of Notes Receivable, if applicable
[J vdfification of StaterLocal Tax Liabilty, if applicable
D Dpcumentation to support any special circumstances described in the “Explanation of Circumstances™ on Form 656, if applicable
ttach a Form 2848, Power of Attorney, if you would like your attorney, CPA, or enrolled agent to represent you and you do not
ave a current form on file with the IRS
87

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

current version of these forms

11/1/2016
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Polling Question 7

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

(800) 658-7590 www.taxresolutionig&te.org

89

Offer in Compromise
Success Stories...

11/1/2016
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IRS Offer in
Compromise

Amount Owed: $4,240,000

ment of the

E SERVICE Persen to C
Robinsen Expl
Phones:

Taxpayer ID4:
Offer Nusber:

Dear ¥r.: vrs. NN

change
proper

continued

90

IRS Offer in
Compromise

Owed $177,942

P.0. Box s:cp
HQ«»’-n.JG» N 1

e accapted the offer in o se you signed and dace
on 09/28/3015. e acceptance dace 15 date of this
Scosptance is abject to the tems and cwditions o bh A
Porn €3¢, Offer in Compromtsc. ‘6

We applied 81,300

ent we Peceive /20
1y ¢
hry extenss phE

ts under this agreem
order payable 5o the Unived States

make

Internal
30 Bex 97"6
e, MY 11742~

next page
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California FTB
Offer in
Compromise Owed $462,011
"“::":"'T' T:'::nso:
s e \J
s s g\g,@
Dieas M. Stephian, ‘o‘
g v izt BB
‘bt retained ‘m-wo s
ooﬂluumhud - .
-
o ettt ey
payable to the Franchise Tax Board and vend itto:
93
Owed: $45,681
| RS Offe r- i n Department of the Treasury Date of this Letter:

Compromise

INTERNAL REVENUE SERVICE Person to Contact: Beverly

AMC-Stop 880 Scbinson Enployss

PO Box 30834 #:49-020:

Memphis, TN 36130-0834 Encned (5011545 4803 EXT.
00AM:- PM Mon-Fri

Taxpayer o¢: I
offer
Numbe: 1001040033

cear [NNEG_

e have accepted your offer in compremise signed and dated by you
cn 0170775013 The dave of acceptance is the date of this 1a:w%d
cur acceptance is subject to the terms and conditions on the, d
Form 656, Offer in Compromise.

Please note that the conditions of the offer to file
and pay all required taxes for five tax years or od of time
nts are being made on the offer, whichev This will
begin on the date shown in the upper right arb rneThof th;s letter.
Rdditionally, please remember tha iditions of the offer
include the provision that as additiong@coMsideration for the offer,

we will retain any refunds or credit. u may be entitled to receive
for 2013 or for earlier tax year,

o toward tax year 2013 or toward
earlier tax years. These or credits will bs applisd to your
liability, not to your If a Notice of Federal
Tax Lien was filed on 111 be released when the offer
amount is paid in the final payment is by credit or debit card,
the Notice of Fe x Lien will not be released for up to 120 days
from the dat credit/debit payment

1£ equired to make any payments under this agreement, make
your ch I money order payable to the United States Treasury and send
it to:

Internal Revenue
Service P.O. Box 24015
Fresno, CA 93779

Please send all other correspondence to:
Internal Revenue Service
PO Box 77
Memphis, TN 38101-0077

continued on next page

11/1/2016
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Case Study 2 Offer in Compromise
part 2

IRS Form 656

Find us on the web at www.taxresolutioninstitute.org

Form 656 Department of the Treasury — Internal Revenue Service

(Rev. February 2016)

Offer in Compromise

) To:C issi of Internal 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
1 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
low.

and period(s) marked in Section 1 of Section 2 bel

Did you use the Pre-Qualifier tool located on our website at hitp:/lirs.treasury.gov/oic_pre_qualifier! prior to filling out this form?

[X] Yes [] e

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
compileted 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 lo compromise.

Section 1 Individual Information (Form 1040 filers)

sponsible for Trust Fund Recovery Penalty, self-employed
individual, individual personally responsible for partnership liabilities, and/or an individual who operates as a single member LLG 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

If you are a 1040 filer, an individual with person:

application fee, and initial payment

ibility for Excise tax, individual

Your First Name, Middle Initial, Last Name
John Doe

Social Security Number (SSN)
123 - 45 - 6789

If a Joint Offer, Spouse’s First Name, Middle Initial, Last Name:
Jane Doe

Social Security Number (SSN}

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

IRS Received Date

95

Enter general
client information
here
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Individual Tax Periods
jvidual Tax Debt Only
[x] 1040 Income Tax-feqr(sy 2011, 2012, 2013, 2014, 2015
\:‘ Trust Fund Recovery Penalty as a responsible/ person of (enter business name)
for failure to pay withholding and Federal Insfirance Contributions Act taxes (Social Security taxes), for period(s) ending
941 Employer's Quarterly Federal Tax %um - Quarterly period(s)
940 Employer's Annual Federal Um7/ploymenl (FUTA) Tax Return - Year(s)
Other Federal Tax(es) [specify t;7é(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.
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
97
rayc c wi v
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 proprietors 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 SeCtiOI’] iS
1 2475 $2,848 53,082 for low income
2 $3,338 $3,840 $4.171 .
3 $4,200 $4,831 $5,250 appllcants
4 $5,063 $5,823 $6,329
b $5,925 $6,815 $7,408
6 $6,788 $7,806 $8,488
7 $7,652 $8,798 $9,567
8 $8,519 $9,794 $10,650
For each additional person, add $867 $996 $1,083
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Section 2 Business Information (Form 1120, 1065, etc., filers) If a bUSIneSS IS
If your business is a Corporation, Partnership, LLC, or LLP and you want to compromise those tax debts, you must complete this e nte ri ng | ntO an O | C
section. You must also include all required documentation including the Form 433-B (0IC), and a separate $186 application fee, and
initial payment they would enter ALL
Business Name

applicable years or
periods. Any year or

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

Fg[\?ﬁyﬁrl@nhlm(m Number | Name and Title of Primary Contact Telephone Number period left out will
a..,....,,mp.,.:;v/ - not be included if the
If Your Offer is for Busines; ebt Only Offer iS accepted

0 Income Tax-Year(s)

Employer's Quarterly Federa Tum - Quarterly period(s)

940

mployer's Annual Federal Unemployment (FUTA) Tax Retum - Year(s)

Otffer Federal Tax{es) [specity type(s) and period(s)]

Offer Reason

Note: If you need more space, use attachment and title it *Attachment to Form 656 dated " Make sure to sign and date the
attachment. 2
n3

Choose why the offer
is being submitted.

Below include a
of C {Add additional i i events or SD&C\:“ circumstances, such

as serious iliness, mount o the minimum offer amount might impair your ability 10 provide 10f y If this is the H H
T provide documentation to prove your situation, then your offer may be accepted despite your financial profile. Describe your written exp | anation.
You can include an

w and attach appropriate documents to this offer application
addendum if you
need more room

[X] Doubt as to Collectibility - | have insufficient asssts and income to pay the full amount

[ Exceptional Circumstances (Effective Tax Administration) -1 owe this amount and have sufficient assets 1o pay the full amount, but due to my
exceptional circumstances, requiring full payment would cause an economic hardship or would be unfair and inequitable. | am submittin
narrative explaining my circumstances.

1am a self who i hardship due to a downturn in the economy. Things have improved
slightly and my wife and | are now able to cover our monthly living However, based upon our current situation,
we would like to settle our tax debt and request that the past liability be compromised.

99

Section 4 Payment Terms
Check one of the payment options below to indicate how long 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
[X] Check here if you will pay your offer in § o 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
Certffication) and fil in the amount(s) of your future payment(s)
—

Total Offer Amount/” N 20% Initial Payment [=] Remaining Balance
$ 13875 - 5 2775|=]§ 11,100

You may pay the remaining Wﬂwm atter tance of the offer or up 1o five payments, but cannot exceed 5
months.
n

Amount of payment 2,220 payable w Month after acceptance

$
Amount of payment  $ 2,220 payable within 2 Months after acceptance
Amount of payment  $ 2,220 payable within 3 M. after acceptance
Amount of payment  § 2,220  payable within 4 Months after acteptance
Amount of payment  $ 2,220 payable within 5 Montns after acceptance P a y m e n t Te r m S
Periodic Payment
[ check here it you will pay your offer in fullin 6 to 24 months. Th |S a m o u nt |S

Enter the amount of your offer §
Note: The total amount must equal all of the proposed payments including the first and last payments.

Encosea check fr o st monrs paymnt carried over from
$ s included with this offer then § will be sent in 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 § 1o 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 (waived if you met the requirements for Low
Income Garticaton). Failure to make regular monthly payments will cause your offer to be returned with no appeal rights.

IRS Use Only

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

11/1/2016
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Section 5 Designation of Payment and Deposi

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

yeariquarter 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 d a pref e for each t at the time the payment is made. However,
you cannot the $186 i fee or any 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 retumed 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

D 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.

100

Payment
Designation
We recommend you

leave this portion
blank

rayc 4 uviw

Section 6 Source of Funds, Mal ur 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, takit loan, or selling assets.

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

— —

101

Making Your Payment Source of Funds

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 combine it with any other tax payments, as this may delay ici

processing of your offer. Your offer will be returned to you if the application fee and the required payment are not included, or if your check is retumed for Th IS IS W h e re yo u

insufficient funds. .

P R e explain from where the
E’ I have filed all required tax retums. fu n d S to pay t h e offe r

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

will come

Tax Payment Requirements (check all thar apply)

[x] 1 have made all required estimated tax payments for the curment tax year

] 1am not required to make any estimated tax payments for the current tax year.
D I have made all required federal tax deposits for the current quarter.

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

11/1/2016
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Visit
www.taxresolutionintitute.org/forms
to access the most

current version of these forms

103

Polling Question 8

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

11/1/2016
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TRI Tax Tuesdays...

*Free Courses I@
*Practitioner’s Forum

*Featured Courses Tuesdays

eDiscounts

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

More Offer in Compromise
Success Stories...
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Owed: $66,362
| RS Offe r I n Department of the Treasury Date of this Letter: APR 19
NTERNAL REVENUE SERVICE Person to Cmtact.
H PO BOX 77 Elhond.a Paig
COl npromise MEMPHIS, TN 38101 Employee #:99-13106
! Phoned: (901)506-4157 EXT
Taxpayer ID#:
offer Mumber:1000846498
Dear s, G—_

Thank you for your payment. You have met the p ovisions for
your Offer in Compromise contract. Please r e will apply
any overpayments from the year we accepted you 0 in Compromise to
the tax periods specified in your offer
REMINDER: Compliance is an important your Offer in

Compromise contract. You £1le and pay your taxes timely
for five years followi date we accepted the offer or
during an axr.end.e nt offer payment period, whichever
is later. If w comply, we will temminate your offer
and reinstate gmal amount of your liability, less
payments

If you wri ase include your telephone number, the hours we can
reach you, 'y of this letter. Keep a copy of this letter for your
records. enclosed an envelope for your convenience.

Gau have any questions, please contact the person whose name and
teleplione number are shown in the upper right hand corner of this letter.

Sincerely,
Beverly Y. Robinson Team
Manager, MOIC
107

California State
Board of
Equalization
(sales tax)
Offer in
Compromise

Owed $118,379

ATATE OF CALFORN

STATE BOARD OF EQUALIZATION pram
NIRRT BASAAANTS SAPAA Frucaa'ian s

1. anonas musmen ety
i)

September 13,2015 ——
T

ernoa ansats

The Offr in Compeemise Scsion (0C) o e B of NBE)M reviewed your
sequestfor am offer i compeormise on your cuTent 13 $118379.57.

We wil forward our recommendstion -ﬁooe&fmwt receive 3 cashier's
il opw - ot ailed to the

mmmkm“m.w urmm
‘lace the funds in 3 nop-interest

1f for some offer 15 demied, you have the opticn of having the funds refunded or
applied 1o the Wabhicy. Please select an option below:
J Retain zay posited and credit t to
' Retum the amount deposted
16 you have any concemns, 2 (916) 322-1984.
Sacerely,
%f.;‘,, L2 Jeate.
Aslene Di Sessa
Business Taxes Specialist

11/1/2016
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N York NY State Offer in Compromise
\K Hewr York State Depariment of
1 Bt Ot in Compromse Unt
tate Otter In s
[ Aloany. New York 122050100
October 182013 Amount Owed: $81,760
Norman Kreisman
21700 Oxnard Street, Suite 1160
Woodland Hills. CA 91367
RE: Offer in Compeonise - [
Dear M. Kretsman:
12m pleased to inform you that the Department of Taxation and Finance has lient's
offer n compronuse contmgent upon full payment of the agreed upon
U $26,276.65, n’nnu:lal‘SZ«l 000.00
plus $2,276.65 in accrued interest, the balances 1abilities will be canceled and
any warrants docketed wll be satisfiad included in the Offer in Compromise are as
follows:
[T Assessment Identification Number
L 12/31/24 L036665293-6
E 2005 LO36665294-
ersonal Income 2006 L036665295-
ome 2007 LO36665296-
ersonal [ncome 2008 LO36491940-
| Personal Income 2010 1.036551350-4
Personal Income 12/31/2011 L038199659-2
ersonal Income 12/31/2012 L039109773-5
The $26,276.65 is payable as follows: a $5,000.00 down payment due within 60 days of this letter,
plus 56 monthly payments of' $591,02 due the 15~ of each month, starting February 15, 2013,
109

Tips & Traps

Dffers in Compromise |

>

-

w

It cantake up to twoyears for an Offer tabe accepted or rejected. By IRS definition an Offer is
deemed accepted if no answrer is given within the 2-year period. The Tax Resolution institute
1as ¥ 10 see an Offer be accepted based upon this rule.

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

P 3. It can take up to 6§ months for an Offer just to be deemed
processable.
Helpful 4. Ifan Offeris not peocessable, the tXpayer MUSt COrmect the items.

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 » manageabie instaliment agreement

L’f
There is 3 10-year statute of limitation for the IRS to actively Collect against & tax ssessment
Subminting and Offer freezes the statute for the time the Offer s under consideration pius &
time period following i the Offer is rejected or accepted and then the txpayer defauits on the
offer.

1f 8 taxpayeris near the end of their collection statute, it may make sense to forgo an Offer and

Acceptance of an Offer is based upon 3 taxpayer's ability to pay over the life of the statute of
limitations on collection. Just bécause & taxpayer is unable to pay Bt the time an Offer is
submitted, Goes ROt Mean that their situation will ot improve within the 10-year collection
period. One example of this may be a realtor in 2 down market or a Lawyer that has been la
off by previously eamed a significant salary.

A taxpayer must stay in compliance for 5 years after an Offer has been sccepted. If they default
on the Offer, the original liability, penalties and interest are pIaced BOCK on the TaXDAYEr'S
account and they be exposed 1o collection.

A taxpayeris often required
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 formuly based. That is 12 or 24 times one’s monthly
dispasable income plus the quick-sale value of their assets. Some people, in planning for an
Offer maytry and sell, give away or transfer their assets in crder 1o 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 i Offer,the

Offer calculation by the IRS. For example, if a person refinances their home to pay off credit
card gebt, the IRS may inciude the cash taken out of the refinance a5 3 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 1o put the ending balarce of
the most current bank statement if the amount is relatively low. If not include the lowest
ge caily 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
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A brief message from the Tax Resolution Institute

110

Back by popular demand...

Low Hanging Fruit

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

111
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Solving income tax collection issues
(review)

112

Solving Income Tax Issues

5 most common methods:

*|nstallment agreement

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

*Discharging taxes in bankruptcy

113
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Low Hanging Fruit #1

Streamlined Installment Agreements
Earn 51,000 - 52,500 each

Solving payroll tax collection issues
(review)

11/1/2016
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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.

117

Components of Payroll Taxes

Comprised of:

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

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

Payroll taxes are not Dischargeable in Bankruptcy

Trust Fund portion is assessed personally to Responsible Person/s

11/1/2016
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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)
*|In-business offer in compromise (“OIC”)
* Hybrid Bulk-Sale and OIC

11/1/2016
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Low Hanging Fruit #2

Represent your client in a Trust Fund
Recovery Penalty 4180 interview

Earn $4,000 - S6,000 each

Low Hanging Fruit #3

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

Earn $1,000/hr

11/1/2016
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Summary of Low Hanging Fruit

e Streamlined installment agreements

e 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...”

123

Polling Question 9

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

11/1/2016
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Marketing

for Professionals

125

Today’s Marketing Speaker

a

Matthew Cohen
Chief Strategy Officer
Tax Resolution Institute

(800) 658-7590 www.taxresolutioninstitute.org
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Why Market?

R
=

The foundation of business {

success lies in marketing

pe

™~ I

Marketing

Question 1

How do you currently get your business?

11/1/2016
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Marketing

The #1 response...

word of mouth

129

Marketing

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

11/1/2016
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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

11/1/2016
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Why Market

some of the time

Why Market

Work at a comfortable pace

all year long!

11/1/2016
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Marketing

Where is your next case coming from?

Let’s bring clients...

right to your doorstep

YOU NEED A SYSTEM

11/1/2016
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What system is right for you?

* Easy to use
* Provides results right away

* |nvestment of a minimum amount of time

137

An effective marketing system

11/1/2016
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Effective marketing System

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

* Accurate measurement system

139

Marketing Flow Chart

Set Main
Marketing Goal

v
P Create Strategy 7= SWOT Analysis }——
v
[ Marketing Tool 1 [ Marketing Tool 2 | Marketing Tool 3 ]

Modify and Add New
Marketing Goals

vy
( Measure
L Progress
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System

TRI PMEM System

e Plan
* Modify
 Execute

e Measure

70



142

PMEM

Plan

Set both short term and long term
goals

143

Plan a Strategy

* Create a detailed list of possible actions

* Determine desired demographic

* Come up with process to measure results
* Assign tasks

* Revise strategy as necessary

11/1/2016
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PMEM

Modify
Modifying your plan as you go =

Success

144

7 reasons to modify your Plan

e Return on investment (ROI) is underperforming
e Shiftin market conditions

* Technological advances

* Increase/decrease in sales activity

e Addition or removal of services

* Change in advertising costs

e Changes in ideal demographic

145
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PMEM

Execute

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

work

147

TRI Marketing Toolbox (sample)

* Email marketing

e Guerilla marketing

* Networking (referrals)

* Newspaper/print advertising

» Search Engine Optimization (“SEQ”)

11/1/2016
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PMEM

Measure

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

149

Measure

A successful business person once said...

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

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

e Track campaigns as you go along

e 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...

151

Polling Question 10

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

11/1/2016
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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

154

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

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

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.

155
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Finding Resolution Clients

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

157

Finding Resolution Clients

Or do you want your pie using marketing?

11/1/2016
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TRI’s Marketing Success

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

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

159

Your Marketing Success

* Increase revenue
e Charge higher hourly rates

* Have clients lining up to be your

11/1/2016
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Deal of the Day

160

The Ultimate Professional’s System

* Marketing segment
+ Sales segment

* Tax resolution segr
* Workbooks for eag-
* Laminated cheat Sne

* 8 CD set...include
companion for each 2

250A Special g
30% off 3|
$2,093

161
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Marketing Success

With the right tools....

=

you can get what you wish for

163

Work smarter...not harder

(800) 658-7590 www.taxresolutioninstitute.org
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Lunch Break

Market/Sell/Practice...

30% Off * Marketing segment

. + Sales segment
fOF the next 60 minutes « Tax resolution segment

) » Workbooks for each segment
Our comprehensive system for

all working professionals $2000./$2,093

165

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

167

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

and become a “Hero” to your client

11/1/2016

83



168

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)

o = Master of Business Administration, Finance
USC

s m Industry Experience
B * Engineering and Construction
* Real Estate

169

Cost Segregation
Estate Planning
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Real Estate Tax Planning with Cost Segregation

Geoffrey Gan, CCSP, MBA
Manager

SOLUTIONS FOR TAX PROFESSIONALS AND BUSINESSES
TAX CREDITS » INCENTIVES » COST RECOVERY

171

Polling Question 11

Have you had any experience
relating to cost segregation?
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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) MACRS - GDS

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

5 - Year Property

3 — Year Property

11/1/2016
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Cost Segregation

= 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

5 10 15 20 25 30 35 40
Year

[l Without a Cost Segregation Study Il With a Cost Segregation Study
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Example: Retail Building
Current Year Acquisition

= $3 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

m Increased Deductions - first 5 years: $367,000
ks 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 - $S10K)

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

179
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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/ $100k losses
Taxable Income from Cost Segregation

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

181

Grouping Election

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

[ Taxpayer ]

Retail Business w/ $100k of w/ $100k losses
Taxable Income from Cost Segregation

[ S-Corp (non-passive activity) ] ‘ Building, LLC (Passive activity) ]

* Result = Taxpayers S-Corp income is offset by the LLC losses. Tax = SO.
* 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.
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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 Segregation Estate Planning Strategy Klalile

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.
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DECEDENT’'S GAIN FORGIVEN |5
| DECEDENT’S TAX RETURN | HEIR’S TAX RETURN |
$2M FAIR
MARKET VALUE
IR
$1M INITIAL $1.27M 1INl
INVESTMENT Gain Forgiven| B B B
APARTMENT
iENN
| BN ENN
$728K
i Undepreciated il
[ N EEN
T \ LN
TIME Y ‘f >
Purchase Date (2008) Date of Death (August 2015)

HEIR STARTS DEPRECIATION OVER
Most CPAs already know this is a great candidate $2M FAIR
for Cost Segregation > MARKET VALUE
BN

But it’s the original pre-stepped up

undepreciated basis that has the most value e
NN
S1IM INITIAL INVESTMENT l l l
SRR ¢7sk iR
BN Undepreciated BN N
Basis
T Hm =
L__l___J L———F———J>
2008 Purchase Date Date of Death (2015)

Bl
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'CASE STUDY 1 B

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:
GﬁRﬁrMEﬁ&vaOO catch up deduction (Sec. 481(a)).

VALUE AL
INVESTMENT
EERE 572K
EEE J stra
$554K
il Undepreciated Basis with Cost Segregation
=
TIME l >
2015 Tax Return Jan tllru Aug Aug 2015
Descendant’s Tax Return Heir’s Tax Return
CASE STUDY 1
| s o
Cost Segregation on original pre-stepped up basis
. S2M FAIR
Permanent Tax Savings of $68,904 MARKET VALUE
(Sl74k X 39.6% tax rate)
. T
Must be done on final tax return of decedent EEE
INITIAL ER R
INVESTMENT
IR
BRN IR
EEN NN
$554K
. . . Undepreciated Basis l . l
BT ®  With Cost Segregation B
: | >
2015 Tax Return Jan t!lru Aug Aug 2015
Descendant’s Tax Return Heir’s Tax Return
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HEIR STARTS DEPRECIATION OVER g
‘ - ol

$2M FAIR
MARKET VALUE

RN After all this - property get’s stepped up

iRl . .

- to Fair Market Value for the heir.

pN N Can perform a cost seg for the heirs

: : : Additional cost to “refresh” original cost
EEE segregation is nominal

=

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

11/1/2016
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Polling Question 13

Do you act as an advisor to you clients?

190

Retirement of Structural Components

Example: Taxpayer acquired S5M building 3 years ago.

= This year they spent S1M to remodel portion of 2nd floor
(ceilings, walls, lighting, plumbing, ducting, electrical wiring,
etc.)

= \We determine the original cost of demolished components is
S$470K (from the original S5M building)

= Recognize a loss of $430K on current tax return (original cost
basis less depreciation already taken)

11/1/2016
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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 $370K of that was 39 year and $100K was 7 year
property
= Recapture Tax = $127,500 (S370K X 25% + S100K X 35%)
= |f they did a retirement study
= Recapture tax on the $470K = 0
= Capital gain tax = 594,000  (S470K X 20%)

Permanent tax savings of $33,500 upon sale

11/1/2016
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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

11/1/2016
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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

New Building Component

Cost of New Component™ $ Date of Replacement™~

| 200,000 05/01/2015

Original Building or Improvement

Building Cost / Tax Basis @ $ - Date of Purchase (retired component [ __
3,000,000 or building)~ 05/15/2010 ‘
Year Building Originally Constructed I ]
1985
Accumu lated Depreciation as of Replacement Date
Accumulated Depreciation - Federal i Accumulated Depreciation - State Tax 1
T % © [ 250,000 ] = h B [ 250,000 J
Accumulated Depreciation - Federal N Accumulated Depreciation - State
AMT $ 250,000 AMT $ 250,000
Calculation of Cost of Retired Component
PPI Index at time of purchase 179.8 PPI Index at time of replacement 195.9

Type of component* windows -

Aluminum ‘

Type of component ~

Normal life of replaced component Actual Age of Building at Time of N
g Purchase 25
Number of years used prior to - Effective age of component .

retirement
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www.solutions.kbkg.com

Calculation

Adjusted Calculation Un-adjusted Calculation

PPI Adjusted $ 72,425 Date of Purchase 05/15/2010
Cost of

Component

Removed

(CONDITION

ADIUSTED) @

PPI Adjusted $ 183,563 Condition Factor 40 Y%
Cost of

Component

Removed (Not

Adjusted for

Condition) @

Accumulated $ 6,119 Accumulated $ 6,119
Depreciation on Depreciation on

Replaced Replaced

Component Component

Federal Tax State Tax

Accumulated $ 6,119 Accumulated $ 6,119
Depreciation on Depreciation on

Replaced Replaced

Component Component

Federal AMT State AMT

Regular federal $ 67,306

tax deduction &

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 > $20k 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

11/1/2016
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Determining the Basis of Removed Building Component

General
Street . -
Address: State:
City: Zip:
Depreciable Tax Basis (purchase price less land):
Date Acquired or Placed in Service: @
Building Information
Type of Structure: @ Residential-Single Family ~ Number of Stories: 1 b

Total Building Square
Footage:

Excluding basements, garages, ©

attics,etc

Exterior Wall Type: Stucco
Quality and Condition
Construction Quality @ Average

Lot Square Footage: @ O

* Basement: @ No -

- Physical Condition & Average -

Save & Continue

Determining the Basis of Removed Building Component

Interior

Total Number of

1
Bedrooms: @
Flooring Type
Kitchen: @ vCT
Bathrooms: @ VvCT
Living, Family Room: @ Laminate
Dining Room: @ Laminate
Interior Features
HVAC: @ Heating Only

Total Number of
Ceiling Fans:

Appliances:
) Dishwasher | Range, Oven

Washer & Dryer [# Microwave

Num. of

- - s -
Bathrooms: @ 1 Fire Sprinklers: @ Yes
- Master Bedroom: @ Carpet -
- Other Bedrooms: @ Carpet h
- Other Rooms: @ N/A v
- Hallways: @ N/A v
- HVAC Type: Central/Ducted -

Window Treatment: @ Horizontal Blinds ~

~ Refrigerator Garbage Disposal

Save & Con
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Polling Question 14

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

202

Determining the Basis of Removed Building Component

Cost Segregation Result Schedule

Building System Category Description Allocated Purchase Cost Life YR Method
B ng Structure and Interiors Roof Structure $6,174 27.5 SL
Bathroom Vanities $4,410 27.5 SL
Wood Flooring $5,756 27.5 s
Roof Covering $2,982 27.5 SL
windows $9,020 27.5 sL
Building Shell & Foundation $98,937 27.5 SL
Doors 57,596 27.5 sL
Foundation & Framing $10,186 27.5 sL
Interior Partitions & Ceilings $35,830 27.5 sL
Other Flooring $3,804 27.5 sL
Plumbing Water & Waste Utility Services $1,142 27.5 sL
Bathroom Plumbing & Fixtures $22,551 27.5 sL
HVAC HVAC sSystem $10,524 27.5 SsL
Building Electrical hting 54,761 27.5 sL
Electrical Utility Services £687 27.5 sL
Electrical Service & Wiring $14,460 27.5 sL
Fire Protection Fire Sprinklers $9,396 27.5 s
Fire Alarms $1,729 27.5 SL
Real Property Subtotal £249,994
Other Non-Structural Interiors Kitchen Cabinets & Countertops 511,025 s 200%D8
Kitchen Plumbing £4,249 s 200%DB
Removable Flooring $3,547 s 200%DB
Ceiling Fans & Wiring $2,255 s 200%0D8
Carpet £5,755 s 200%DB
Appliances $5,013 s 200%0D8
Blinds & Curtains $1,002 s 200%D8B
Appliance wiring $1,729 s 200%08
Non-Structural Interiors Subtotal $35,476
Sitework Site Fencing 1,777 1s 150%0D8
Other Site Improvements $1,002 1s 150%DB

Asset Class

RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty
RealProperty

RealProperty
RealProperty
RealProperty
RealProperty

00.3
00.3

11/1/2016

101



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

REAL PROP REAL PROP
Land Land
1250 (Bldg) 1250 (Bldg)

1250 (Land Imp)

REAL PROP
1245(non FF&E)

PERSONAL
PROP
1245 (FF&E)

1031x

1250 (Land Imp)

REAL PROP
1245(non FF&E)

PERSONAL
PROP
1245 (FF&E)

205

11/1/2016
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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

11/1/2016
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Cost Segregation Buckets

5-year
7-year
39-year HH Cost Seg 15-year
39-year
KBKG Enhanced Cost Segregation Studies
Repairs

39-year HH

Demo Expense

Retirements

Bonus Rates

Qualified
Improvements

5-year

7-year

Cost Seg

15-year

39-year
Roof
Windows
Doors
Lighting
Plumbing
Electrical

Security
Elevators
Gas Dist
HVAC
Ceilings
Floors

11/1/2016
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B

COST SEGREGATION
. J\}PQ\\‘

3

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

Any kind of real estate
y 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 -$120K
= Any leasehold improvement with over $500K of depreciable tax
basis

= Residential rental properties of any size

COPYRIGHT KBKG INC 2012

n

451 Rsidential Energy Tax Credits

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 =

$200,000 of Federal Tax Credits

= 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

11/1/2016
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11/1/2016

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

as $0.30 to $1.80 per sq. ft. in Federal tax
* Schools deductions
= Libraries

How Much is it Worth?

= Courthouses
= Military Housing Example: 100,000 sq. ft. building is

) ) o eligible for $180,000 in deductions
Also available to any commercial building owner

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

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.
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QUESTIONS & ANSWERS
& Geoffrey Gan, CCSP, MBA

Manager

g‘l
A“ 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

215

www.taxresolutio, |r$t51te.org

11/1/2016
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Afternoon Brea k rislifclits Art or Science

Get Comforta ble in r“lx Resolution Essentials
front of the IRS....
EEB

50% off any course
for the next 15 minutes i_

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

Webinar: $99-69-/ $49.50
elLearning: $79:00-/ $39.50 (science only)

217

Audits

11/1/2016
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Today’s Audit Speakers

Peter Y. Stephan, CPA Philp Wilson, CPA
Director West Coast Managing Tax Partner
Tax Resolution Institute Marcum LLP
(800) 658-7590 www.taxresolutioninstitute.org

219

Polling Question 16

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

(800) 658-7590 www.taxresolutio, |rit91te.org

11/1/2016
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What we are going to cover today
* 3 Types of audits
* Types of audit results
* How many IDR’s are too many?
* What is a 30-day letter?
* What is a 90-day letter?

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

* Fast-Track Settlement (FTS)
* Fast-Track Mediation (FTM)

(800) 658-7590 www.taxresolutiozr%@ite.org

221

3 types of examinations

* Field
* Office

* Correspondence

(800) 658-7590 www.taxresolutiozgtﬂhute.org

11/1/2016
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Life cycle of an audit

* |nitial contact
e Conducting the examination
e Audit findings

(800) 658-7590 www.taxresolutioﬁ@@ute.org

223

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)

(800) 658-7590 www.taxresolutiozrz&te.org

11/1/2016
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BAD NEWS
If you are audited

224

*The IRS collects $4 for every $1 they spend

on audits

(800) 658-7590

www.taxresolutiozr%ﬂute.org

EXAMINATION LETTER

Pnpamlnam of lhcgrusury Date.

nternal Revenue Service b

IRS ‘Small Business and Self-Employed S\piiste 2 _23;5 .
12309 N MoPac Expressway
Austin TX 78758-2594

Fom
1208

IRS Form il SIS

Res

s
2205-A Seamt 10,2015
Raariratl
oo
Bl
7:00 AM - 3:115PM
oot e
£12-339-5350
Pyt
855-801-8381
Empioyes idenmication number:
07-90210

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 | will be cxamini
= Types of documents | will ask you o provide.
+ The examination process.

+ Any concems or questions you may have.

* The date, time and agenda for our first meeting

The issues listed below are the preliminary items identified for examination. During the course of the
‘examination, it may be necessary (o add or reduce the list of items, If this should oceur, | will advise you of the
change.

225

11/1/2016
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Information Document Requests - Peter

(800) 658-7590

IRS Form 4564

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

www.taxresolutioﬁ@tﬁjte.org

227

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

11/1/2016
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IRS IDR
Form

4564
(page 1 of 4)

228

Dopwtmen of e Tressny - miermd Revers Servee

pundSod Information Document Request

(Rev. Sepiecrbar 2006)

Povase return Fart 2 wih iaind dacumants I requoesinr ke st Bt

Requests (mmacyyyy)

Doscrpton of cocumerts iauesied
Tax Pecodls) 201112, 201212

Schedule A - 2011 Real Estate Taxes:

1. Proof of payment

Schedule A - 2011 Casualty or Theft Losses:

1. Escrow closing purchase statement - residence,

2. Insurance estimates of the loss,

3. Insurance policy during the escrow and after the escrow,

4. Insurance claim for the loss,

5. Any court filings on the loss for the insurance reimbursements, and

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

Schedule C — 2011 and 2012 Travel, Meals and

1. Travel documents verifying travel,
nformatondusty OIRA0M  Atrextagportmert [X]  matin ]

Narma and s of Requester i T

Puragganan 0235847 o804
From. — 1

| Prvare: 56247571

Fac

™ 4684 (Rev 5 2000

IRS IDR
Form

4564
(page 2 of 4)

229

Form 4564

Deowtret fihe Treamay - ke Revanes Serve o
Information Decument Request | o002
L

=

4
(Rev, Segterbe: 200)

Real Estate Tax. Taavel & Enrenrg

Sl o Prpty
SAIN e [Sunind 1@

Proass vaturn Par 80 Gocuments 1 roque s Kientied beims [Dates of Prevs Requests (rmeidyyy)
OFwErEion o dacumi s ieauTied
Tax Perodisy 201112, 201212

2. Auction company papers such as flyers, etc., and

3. Meals and entertainment receipls showing who, why, what, how much, etc

Form 4797 - Sale of BMW 3251;
1. Purchase documents, and

2. Sale documents and received check copy - front and back

rdormation dve by _OZ2V2OM Atraxtapportment  [X]  maem [

Name and Tias of Requastr Empioyee 10 number |Date (mmddyyyy)

Rebecca B. Purvgganan 0235847
From Offca L

T Ty S ———— ot 3 Rgoesters Fia Copy Farm 4664 (e 52008

11/1/2016
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IRS IDR g

[Roquest Number
0001

(ame o Givaion or Branch)

Form
4564 Praase ratirn Par 2w o cocuments o oquasier ienifid ol

(page 3 of 4) Tmtw DEZEIE

d 2012;

For Tax Years 201

St
Intai Docume

ot Request

‘ﬁ—‘t)‘no! Frovous 2

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 cther 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 CHECKS AND INVOICES should be available for all claimed expenses and will

be requested at least on a test basis.

Information due by QSN0

Nama and T of Requester

Rebecca B, Purugganan

Atrest agpontment

B wnd
o 5 o
0235047

From: Crica Laeaten

Oste (mmadyyyy)
ou132014
Phone 5624960965

T e TR ek g Pat 1 Tempaps b Cay

T 404 (Rey. 92008

230

IRS IDR

Form

—srar
il Docun

SN mumbe

0001

ok Roquest

0 r.ma.am

4564 :

(page 4 of 4) gl

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,

Sch A - Cash Conlributions - 2011,

NONBWN -

Sch A - Real Property Tax - 2011

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

Sch A - Theft and Casualty - also need the Police Report -2011 and

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 feo free to call, (562)495-9965.

Information cue by _QALVZ0LL —  Arestagpontmare (K] main O]
Nama and Tite of Requester Employes 10 number [Oate (mendanyyr)
Rebocca B Punggenan 0235847 ou1s2014
From Oriea Locaten = = T | Prome sasemes
Fax
T P 2 To bn Returmed by Taxpyms win Ansly Torm 4684 (Rev 32009,

231
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Audit time...field exam

So the audit appointment is set...

Practical steps...
* Request (or review received) IDR
* 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

(800) 658-7590 www.taxresolutioﬁ@@ute.org

233

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)

* 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

* Ask if he or she requires additional documents, leave the
room to obtain them

(800) 658-7590 www.taxresolutiozaﬁjte.org

11/1/2016
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3 Types of Audit Findings

* No change
* Agreed

* Unagreed

(800) 658-7590

234

www.taxresolutiozauﬂute.org

Audit findings

e Provided in IRS Form 4549

» Taxpayer may accept changes as proposed

235

* Taxpayer may appeal assessment at the audit level

* Taxpayer may petition Tax Court

» Taxpayer may get a 2" “bite at the apple” via an offer in

compromise or audit reconsideration

(800) 658-7590

www.taxresolutiozatﬁjte.org

11/1/2016
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IRS Form
4549
Income
Tax

Changes
(page 1 of 2)

[ r—" oo

Totit Adbitments oo o 3

Tae Tt Tau Tati TacTatie

i
§

o
o

11 Tot Comctat Tas ity e gk Linas 108 v 100
12 Tt Tan Shown om e o s Py Ao
15 Amaris 5 &

N

4 Ortonap maresss 1 Tox o (Overssessment Ovcreane i Tas)
e 11 an e 12 oy e 130 P 101

11 Arirats 0 Srepayract v - rease Decrease)

TE i e o {Ovepagmeand - (e 14 sonnd by e ¥4
(Evianirg oot ok peraes) o000 o000 kK

LT

Cataiog Humber 231084 e rngor Form 4549 (Rev. $-2008)

237

IRS Form Ere
4549 ==
Income :
Tax

Changes
(page 1 of 2)

A Toast Pemamies

riesarens srttati 1 cergurie. (THITHT)
A 0 et ot et o o
a4 s o .5 P2

[rev—————— ]
A g o 50 parcect of o owest o 0 o
et et i st £ ¢

B T —
g rate ) accordiacon with BT {021 P

5. Batance dun o (Orarpapeoect) T - i 16 P 11 oo oo oo
B Penstes Lne 1) - somputnd s e e o
o et (R § 4851) . computnd't: e o0 00
PR fon THT uderpapmman
o At o e ek mrm o Lnes ., ¢ o & 000 o000 sk
B s e == o
oo 2858 Bum oo
Trares .

Cotaiog tomber 231058, = Form 4543 (Rev. 53008)
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Polling Question 18

On a scale from 1-4 what is your current comfort level

appealing an audit?

239

30-Day Letter

(800) 658-7590

IRS Letter 950
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

www.taxresolutiozatgjte.org

11/1/2016
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30-Day Letter continued

Options

* Accept and pay proposed liability

* Appeal findings

240

* Do nothing in anticipation of receiving Notice of
Deficiency (90-day letter

(800) 658-7590

www.taxresolutiozwte.org

IRS
30-Day
Letter
(page 1 of 2)

Dopartment of the Treasury oue:
| Internal Revenue Service e
Large Business and International Taxours: 0 e
£218 Atlantic Avenue, 15t Floor
Mays Landing NJ 08330

o I
I am enclosing two copics of an examination report showin
or disagree with the d
S corporations,
sl e

the periods listed

oposcd ch

date

response due
report may not reflot

If you sgree with the proposed changes in the report

1. Sign and date one copy of the cxamination report (or agrecmcent form if enclosed). [fyou filed a jo
return, both spouses mus
2. Include payment for the

al tax) (o limit penalty
tcs Treasury

‘amount you owe (if the report shows you ewe ad
ount. Make payment payable o

and intercst charges 1o you ited §
3R

du

the rccment form with your payment by the response

. dated o
date in the enclosed cnvelo

If you agree, but can't pay the full amount you owe

form, as explained above, and pay as
1. We-explain pay ment opti

gov and scarch

Sign, date, and retum on copy of the exa
much as vou can. You call
tion 34

ormation about

on report 0

e person li pve to discuss payms

sation Process. You can also visit wwwin

enclosed Py
options” for mere

s
« Automatic payment deductions

« Payroll deductions

= Crodit card payments

s, we'll bill you for the
et than the

 the additional
ation, the law requires us
) or more (Section 6621(c)

1€'you don't enclose full payn
amounts. If you are a C Corp
rate on deficiencics of $10

Latter 950 (Rev. 8-2014)
‘Catatig Nurmber $03900

241

11/1/2016
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IRS
30-Day
Letter
(page 2 of 2)

Letter 950 (Rev. 8-2014)
)

243

Things to Note

* Revenue Agents have very limited authority

* Informal 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

(800) 658-7590 www.taxresolutioz‘l@]te.org
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90-Day Letter

IRS Letter 937

244

» Also referred to as a Statutory Notice of Deficiency

* Must respond within 90 days in order to take

appeal to tax court

(800) 658-7590

www.taxresolutionute.org

IRS P —

Service
-Da
y Date: May 19, 2014
Letter
NORMAN J KREISMAN
(page 1 of 6) LT,

Dear Representative:

245

Department of the Treasury

::::::::::

We are sending you the enclosed material under tho provision of your power of atiomey of other
1 ‘we have

we have on fle. For your
this material relates in the heading abave.

isted the name of the taxpayer 1o whom

" T , please call
Thank you for your cooperation.

Enclosures:
E32198

shown in the hoading of this letter.

Sincaerely,

Tax Technician
Business Underreporter Operation

Letter 937 (Rev. 11-2006)
Cat. No, 30760

11/1/2016
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246
IRS g e
Note cp32198
Intemal Revere Servica T — L R
- ay 1973 North Rukon While Bivd Notie Dsle- 19,2014
Ogden, UT 842010028 10 Narbar:
Fom 12
ToContact us Phone 18TT-ST14T1Z
etter Fax 1-455-235-847
Last Dot o Petiion Tax Courl_August 17, 2014
(page 2 of 6) 7013 2250 0600
Noscs of Defciency
Increase in tax and notice of your right to chalienge
We have determined that e s & Summary
", $ 847
s 2
. Tax Gourt H N
This notics axpiains how the asaonal
amount was caicuiated and how you can
ehallenge the increase in U.S. Tax Court
Information on your Decermber 31, 2012 kax retu.
NOTE: The amounts shown above may differ from your
tax count.
1 you sgres with
» Sign the enciosed Form 4089 - Natica of Deficency
Warver and mail 110 us in the snveloge
« You can send a payment wih Form 4083, Othenwise,
youll receive a bl for the amount due (ncuding smy
nterest and )
" sgree.
You have the increase in by
a petiton with the LS. Tax Gourtby. 17,
2014. The Court your case i the petion s
e loto. You an dowrid & petson form and rues.
. o contact
Clork of the U.S. Tax Court
00 Seet, MW
Washinglon, OC 20217
12025210700
pleass
mail 10 us in the enciosed enveiope immediatly. Our
e a petion wih the U.S. Tax Court.
247

IRS i Feome:

90-Day —

Trwe don't hear from you "7 we o recerve your Form 4089 - NGBce of DRcioncy VWaner,

L tter o you dont fle a pelition with the LS. Tax Court by August 17,

e 2014, youl receive & bl from us for the additional tax you owe
Phus any penalties. that apply.

and interest
(page 3 of 6)

Additional Information » Visit www.rs. govicp3219b.
» For tax forms, instructions, and publications, visit www.irs.gov
ot call 1-800-TAX-FORM (1-800-829-3676).
* Review the enclosed Publication 3498-8, The Examination

Procass
~ Keep this notice for your records.

= If you'd like 10 authorize someons, in addition to you, to contact
the this notice, piet the

Pawer of y

2648), before your representative contacts us on your behall.
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 ax information and
help get you answers. You may be eligible for help from the
Taxpayer Advocate Service (TAS) i you have tried to resolve

your
nawhere, or you bebieve an IRS procedurs just isn't working 8s it
should. TAS is your voice at the IRS. TAS heips taxpayers

cost of
businesses as well as individuals). You can reach TAS by caling
he TAS toll-free number at 1-877-777-4778 or by contacting the:
local Taxpayer Advocate offica at:

'OGDEN IRS CENTER
TAXPAYER ADVOCATE
1793 N RULON WHITE BLVD

To leam more aboul TAS and your basic tax responsibilties, visit
wwwtaxpayeradvocate.irs.gov.

I you need assistance,

11/1/2016
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Fom 4089
Y Notice of Deficiency - Waiver CCSCEO 0G0 IROM 6663
Eicr)
Letter — |
Fom 1120
(page 4 of 6) et L ——
Oscemser 31,2012
Increase in tax (deficiency) s 817100
e siached Ty
| consent 1o the immediate assessment and colecton of the. 1 1ax and penalties) $hown above, phus any
Your ’
Sasas. =T
WA Jolat Return
Was Filed =T
Yaxpayers
e ’ ==}
Name:
Corporate
Officers. Sy L] (Doie wret)
Sign Here
[Sgnetre) (Dot wprad)
ot
Joktrekan,
s v,
you. Your power
consent wil ol prevent you rom g 8 Ciaim o1 refund ‘atiomay for your spouse., you may Sign as agent for him or
($haryou have paid ata) ¥ youbterbeeve you e >
8 powst of stomey,
Setmemicing, I
H you lter 0 & claim and e Inemal Ravenus Servica " Fora parsen acingin o fuciery capacty axscascr,
cmaows I, admarustrator l'l-ﬁ-nﬂ.}h.um
withthe Uk Stales Tax Court For 8 comoratin. enter the e of e corporation
Wha Must Sign tosin
e — T T T e e —
Tot No. 22650V Wi gov. Foem 4089 (Rev. 1-1983)
249

IRS
90-Day
Letter
(page 5 of 6)

The proposed changes to your tax return are listed below:

‘WalGentilied Incoms
W any of the income: is ot yours, send , address, and taxpayer
i income. y the payers to
he
Textswops

* You don't need 1o fie an amended tax return for December 31, 2012. We will make the correction
when we receive your response. However, p.dm-nlh-nm-d-f retum, write "CP2030"
mnmdwmmwmm your completed Response form. Go
nmwnmhd?mlimuuimrufoﬂuumm

« Please fle an amended tax return for any other tax periods in which the same eror occurmed.

we made
file an amended stale or local tax rely ible.
« For tax forms, instructions, and publications, visit www.irs.gov or call 1-800-TAX-FORM (1-800-829-
301!)
Raview the enclosed Publication 3498-A, The Examination Process.
Kmhﬁmhmm

11/1/2016
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Explanation of Changes

IRS The following are additional explanations to help you understand the propased changes to your tax
retum.
Please raview your tax return to delermine if, based on our proposal, tha changes will affect the Net
90 Day Operating Loss (NOL) as reported on Form 1120, line 30. You may need to change the NOL amount

or adjust the amount camied forward to a subsequent year. f you have aiready applied the NOL to
ancther tax year, you need to fle @ Form 1120X, Amended U.S. Corporaie Tax Relum for the other

Letter year with the appropriate Intoral Revenue Sarvica Center. f the tax return for the affeced period has
not yet been filed, confirm with a signed statement that your records have been corrected.

(page 6 of 6)

ACCURACY PENALTY FOR SUBSTANTIAL TAX UNDERSTATEMENT - IRC SECTION 6662(d)
If we increase your tax, mmmm!ﬂ%dﬂ-mﬂdhmhiﬂzmlhm
greater than $10,000, the law an led penalty due to

of tax. The penalty is 20% of your tax increase. The penalty may be reduced or not charged if you:

* Provide Revenue
Rulings, Revenue Procedures, nm;yeu uoeamcedoe how (0 treat your income of
deduction, or

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

« Submilt a signed statement that clearly outlines the facts supporting your treatment of the
understated income.

Interest charges "We are required by 1aw 10 Charge Inerest on unpard Lax from the
dale the tax retum was due lo 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.

Corporale Interest - We charge additional interest of 2% if, according 1o our records, you didn't make
your corporate tax payment within 30 days afler the IRS notified you of the underpayment of tax. This
interest begins on the 31st day after we notify you of the underpayment on tax amounts you owe over
$100,000, minus your timely payments and credits.

250

Polling Question 19

Have you ever taken a case to US Tax Court?

251
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Even a blind squirrel finds a nut sometimes...

(800) 658-7590 www.taxresolutioz&zute.org

11/1/2016
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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...

(800) 658-7590 www.taxresolutioﬁ&@]te.org
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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)

(800) 658-7590 www.taxresolutioﬁ&hdute.org
255
Tax Court
A brief look...
(800) 658-7590 www.taxresolutioﬁ&@ite.org

11/1/2016
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Tax Court
Advantages

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

e Over 90% of tax court cases reach settlement prior
to trial

* Area Counsel Considers the “Hazards of Litigation”

(800) 658-7590 www.taxresolutioﬁ&lﬁjte.org

257

Tax Court

Disadvantages

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

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

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

* Small cases often take a year to decide

* Cost to petition (necessity for an attorney)

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

(800) 658-7590 www.taxresolutioz&yute.org

11/1/2016
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Tax Court

Types of Tax Court - Peter

(800) 658-7590 www.taxresolutioﬁ&&te.org
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Tax Court

Small Tax Court (S Case) Proceedings

 Cases sent to Office of Appeals

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

* Nominal filing fee

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

* |IRS counsel may request meeting to discuss the
case

(800) 658-7590 www.taxresolutiolh&@]te.org

11/1/2016
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Tax Court

Small Tax Court (S Case) Proceedings

(800) 658-7590

Burden of proof is on the taxpayer

Judge may render decision at trial or by mail
Court will send bill for remaining taxes

Legal briefs typically not necessary

Findings can not be appealed to Court of Appeals

www.taxresolutiozﬁt@ne.org

261

Tax Court
Regular Tax Court Proceedings

(800) 658-7590

Most cases settle before trial

Nominal filing fee

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 $50,000

www.taxresolutiozﬁtiute.org

11/1/2016
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US Tax
Court
Petition

Package
(page 1 of 5)

262
Inf ion About Filing a Case in the United § TaxC

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 Regular Tax Case

Ifyou seek review of one of the four types of IRS Notices listed in paragraph 1 of the
petition form. (Form 2), you may file yous petition as a “small 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 Court’s decision in a small tax case cannot be
appealed to 2 Court of Appeals by the IRS or by the taxpayer(s).

You can cheose 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
aeither box, the Court will file your case as a regular case.

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

(1) If you seek review of an IRS Notice of Deficiency, the amouat of the deficiency
(inchuding any additions to tax or penalties) that you dispute cannot exceed $50,000 for any year.

(2) If you seek review of an IRS Notice of Detesmination Conceming Collection Action,
the total amount of unpaid tax cannot exceed $50,000 for all years combined.

(3) If you seek review of an IRS Notice of Determination Conceming 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 §
months ago), the amount of spousal relief sought cannot exceed $50,000 for all years combined

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

Esnclosures

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

1. Acopy of the Notice of Deficiency or Notice of Determination the IRS sent you;
2. Your Statement of Taxpayer Identification Number (Form 4);
3. TheRequest for Place of Trial (Form 5); and

4. 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 www.ustaxcourt.gov or
“Persons Representing Themselves Before the U.S. Tax Coust” booklet available from the Tax Court.

US Tax
Court
Petition

Package
(page 2 of 5)
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s . b e 1 e o ey b

UNITED STATES TAX COURT flﬁ.l o s 3 st b soved o

(FIRST)  (MIDDLE) @asn e s w8 e b s b

et

(PLEASE TYPE OR PRDNT) Pestioner(s)
[ DockeNo.

COMDMISSIONER. OF INTERNAL REVENUE,

Fesposdess
PETITION
1. Please check the appropriate box(es) to show which IRS NOTICE(s) you dispute:
O Notice of Deficiency 0 Notice of Determination Conceming Your Request for Relief
lem ad Se\mll.uabum (1 you requested relief from joint and
has not miade a determination, please see the

o0,
hﬂumamfu?mkmﬁml\uwmmifs T
Court booklet or the Tax Court’s Web site )

O Notice of Detenmination
Conceming Collection Action O Notice of Worker C]

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

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

1f you want your case conducted under small tax case procedures, check here: O (CHECK
1f you want your case conducted under regular tax case procedures, checkbere: O ONE BOX)

NOTE: A decision in a “small tax case” cannot be appealed to a Court of Appeals by the txcpayer
or the IRS. 1f you do not check either box, the Court will file your case as a regular tax case.

5. Explain why you disagree with the IRS i [ lease list each point separately)

T.C.FORM 2 (REV. $11)

11/1/2016
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Petition

Package
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6. State the facts upon which you ely (please list each point separately)

Vou may use additional pages to in why you disagree with the IRS determination or to state additional
facts. Pl not submit tax ipts, or other ty i ith this petitior

ease do no

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

O A copy of the Detenmination or Notice the IRS issued to you
O Statement of Taxpayer [dentification Number (Form 4) (See PRIVACY NOTICE below)

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

PRIVACY NOTICE: Form? (Staterent of Taxpaser Identification Number) willnot be part of the Court’s publifiles.

All other docurnents filed with the Court including this Petition and any IRS Notice that you enclose with this Petition,
wall become part of the Cowrt’s public files. To protect your privacy, you are gtrongly encouraged to omit or remove
from this Petition, from any enclosed IRS Notice, and from any other docurent (other than Form 4) your taxpayer
identification nuxber (e.g., your Social Security number) and certain other confidential infornation as specified inthe
Tax Court’s “Notice Regarding Privacy and Public Access to Case Files”, available at www ustaxcourt gov.

‘SIGNATURE OF PETITIONER. TATE (AREA CODE) TELEPHONE NO.

MALING ADDRESS CITY, STATE. 217 COCE

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

TURE OF ADOITIONAL PETITIONER (e § SPOUSE) DATE TAREX COCE)

MAILDIG ADDRESS GITY, STATE, 29 COCE
State of legal residence (if different from the mailing address)

SIGNATURE OF COUNGSEL, [F RETADED BY PETITIONER(S) NAMNE OF COUNSEL TAX COURT BARNO.

NAILING ADDRESS, CITY, STATE, ZIp CODE DATE (AREA CODE) TELEPHONE NO

US Tax
Court
Petition

Package
(page 4 of 5)
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UNITED STATES TAX COURT
B

Peitonar(s)
v. Docket No.
COMMISSIONER. OF INTERNAL REVENE,
Respondent

(), employ

STATEMENT OF TAXPAYER IDENTIFICATION NUMBER
(Eg, Social K

Name of Petitioner

Patitioner's Taxpayer Number
Name of Additional Petitioner

Additional Petitioner’s Taxpayer o Nuzber

If either petitioner is seeking relief from joint and several liability on a joint return
pursuant to Section 6015, I R.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 individual, if available:

‘SIGNATURE OF PETTTIONER OR OOUNSEL DATE
SIGNATURE OF ADDITIONAL PETITIONER. DATE

T.C FORM4 (BL03)

11/1/2016
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UNITED STATES TAX COURT
www ustaxcourt gov

Peiicne(s)

. Dockee No.
US Tax T—
‘Responden:
Co u rt REQUEST FOR PLACE OF TRIAL
Petition S RS e T e T E e e
K ;

Package
(page 5 of 5)

Signatare of Peitomar(s) or Counsel Dae

Tax Court
Who can file a petition?
* Any person who has received a notice of deficiency
* 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)
(800) 658-7590 www.taxresolutiozﬁtyute.org
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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
* A taxpayer without representation

(800) 658-7590 www.taxresolutiozﬁ&te.org

269

Audit Red Flags

Other things to look out for

* Undisclosed foreign bank accounts
* Unreported income
e Potential fraud

(800) 658-7590 www.taxresolutiozﬁlgjte.org
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Polling Question 20

Are you comfortable handling complex audits?

(800) 658-7590 www.taxresolutioninstitute.org

271

Let’s Thank Peter and Phil

(800) 658-7590 www.taxresolutiozgtﬂhute.org
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Group Discussion
(time permitting)

273

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...)

11/1/2016
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Summary of topics covered today

» Solving income and payroll taxes
+ Sequence of events

* Installment Agreements

« Offers in compromise (basics)

* Low Hanging Fruit

*  Marketing

» Cost segregation

* Audits

274

275

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

11/1/2016
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www.taxresolutioninstitute.org

I’m Peter Stephan....

276

www.taxresolutioninstitute.org

...and this is TRI

277
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Thank you

Market/Sell/Practice...

3 0 % off * Marketing segment

+ Sales segment
+ Tax resolution segment

) » Workbooks for each segment
Our comprehensive system for

all working professionals $2000./$2,093

278
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