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What will be covered today

Offers in Compromise – Including I/A Comparison

Offer in Compromise Appeals

General Appeal Process

Discharging Taxes in Bankruptcy



Why are 

we here 

today?

TRI prides itself in assisting accounting, legal and other business 
professionals to grow their practice and to resolve their client’s 
tax problems.

• 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
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5 Methods 
for Solving 
Income Tax 

Issues

Installment 
Agreements

Currently Not Collectable 
(CNC) Status

Partial-Pay Installment 
Agreement (PPIA)

Offer in 
Compromise (OIC)

Discharging Taxes in 
Bankruptcy



7

IRS Offer in 
Compromise
(High-End Restauranteur)
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IRS Offer in 
Compromise
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IRS Offer in 
Compromise
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IRS Offer in 
Compromise
(met in elevator)
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IRS Partial Pay 
Installment 
Agreement
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Currently

Not

Collectible 
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CDTFA (sales tax) 
Offer in 
Compromise
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Taxes Discharged

In Bankruptcy



4 Methods for Solving Payroll Tax Issues
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INSTALLMENT 
AGREEMENT

PARTIAL-PAY 
INSTALLMENT 
AGREEMENT

IN-BUSINESS OFFER 
IN COMPROMISE

HYBRID

BULK SALE & OFFER 
IN COMPROMISE



Story Time16

•“Al”

•Owes $4,240,000 to the IRS

•Owes $462,011 to the State

•70 years old

Story 

So what happened…



Story Time17

•$5,000 to the IRS

•$13,000 to the State

•$15,000 in fees

Settled 
for… 

•A good result but should have 
filed for bankruptcy (more on BK 
later)

Moral
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IRS Offer in 
Compromise
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California FTB 
Offer in 
Compromise



3 Types of Offers



213 Types of Offers

Doubt as to Collectability

Taxpayer is unable to pay their 

tax liability within the remaining 

collection statute

Doubt as to Liability

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

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



Doubt as to Collectability
When and how should you submit an offer?

22

• How much does the taxpayer owe 
(cost vs benefit)?

• How much time is left on the 
collection statute?

• What events toll the collection statue

• What is the value of the taxpayer’s 
assets

• Did the taxpayer dissipate assets 
when taxes were owed?

Things to 
consider



Doubt as to Collectability
When and how should you submit an offer?
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• Compare what a taxpayer would pay 
in monthly installment payments vs a 
lump sum offer

• Will the taxpayer be able to remain in 
compliance for 5 years following 
acceptance of the offer

• Is the taxpayer’s income expected to 
change significantly during the 
collection statute?

• Are the taxes more than 3 years old?

More 
Things to 
consider



Doubt as to Collectability
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How much does the taxpayer owe?

Does the work
warrant your fees?

A properly prepared offer 
should take no more than 

15 hours to complete 
assuming client is 

cooperative and offer 
gets accepted in 1st round

An offer can exceed 
$20,000 in fees if in 

addition there is a State 
offer, the client is 

uncooperative or the offer 
must be appealed



Doubt as to Collectability
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How much time is left on the collection statute?

The IRS has 10 years from the 

date of assessment to actively 

collect against a taxpayer

The following events toll (freeze) the 

statute for collection:

• Prior submission of an offer in 

compromise

• Prior bankruptcy filing

• CAP/CDP request

• Living outside the US for an extended 

period of time



Doubt as to 

Collectability

26

How much time is left on the 

collection statute?

• If a taxpayer does not have substantial 

equity in real property for which a Federal 

tax lien can attach, it may make sense to 

submit a partial-pay installment 

agreement in lieu of an offer if the 

remaining life in the statute is short 

enough

• The collection statute should be 

considered for other alternatives 

including filing bankruptcy



Doubt as to 

Collectability
27

What is the value of the taxpayer’s assets?

 It is imperative to weigh the value of assets 
as well as to consider the amount the 
taxpayer will pay in monthly disposable 
income when considering whether to 
submit an offer rather than an installment 
agreement

 If the taxpayer has assets with substantial 
value, they may be forced to liquidate at 
least some of their assets to pay for the offer

 The IRS may ignore the value of some assets 
when negotiating an installment 
agreement.  This is not the case with an 
offer.



Doubt as to 

Collectability

Did the taxpayer dissipate assets when taxes were owed?

 It is important to ask this question to your client.

 In many instances the IRS asserts that the taxpayer dissipated assets

 Some examples of the dissipation of assets include:

Taking money from a refinance of real estate

Cashing out an investment or retirement account

Gifting proceeds when taxes are due

Selling assets such as a boat or motorhome and spending the 
proceed

28
access your free content at www.taxresolutioninstitute.org/givner-guest



Doubt as to 

Collectability

29

Compare what a taxpayer would pay 

in monthly installment payments vs a 

lump sum offer

• As part of considering the remaining life of 

the collection statute, compare how much a 

taxpayer will pay in aggregate installment 

payments compared to a lump sum offer.

• The IRS will remove any liens when an 

accepted Offer is paid in full or when the 

taxpayer’s remaining liability is less than 

$25,000 and they are on a direct debit IA.

• Be careful when recommending an 

installment agreement as a lien may remain 

in effect after the installment agreement is 

accepted.



Doubt as to Collectability
30

Will the taxpayer be able to remain in compliance for 5 years 

following acceptance of the offer?

• Can the taxpayer afford your fees?

• Can the taxpayer afford the cost of the offer? 

• Will the taxpayer be diligent in the preparation of his or her tax returns 

for 5 years from the date of acceptance?

• Will the taxpayer be diligent in paying his or her liability including making 

estimated tax payments for 5 years from the date of acceptance? 

• If client cannot remain in compliance the offer will be cancelled and all 

compromised liability will be reassessed including all interest and 

penalties



Doubt as to 

Collectability

31

• If the taxpayer expects their 
income to go down significantly, 
it may be worth planning and 
postponing submission of an 
offer or doing a PPIA

• If the taxpayer expects their 
income to go up significantly in 
the 12 months subsequent to 
submission of an offer, as the 
IRS may ask for updated 
financials that may negatively 
affect acceptance of the offer

• An increase in income may be 
overcome by negotiating a 
collateral agreement in 
conjunction with the offer

Is the taxpayer’s income 

expected to change 

significantly during the 

collection statute?



Doubt as to 

Collectability

32

Are the taxes more than 3 
years old?

• Prior to deciding whether an offer 
should be prepared, consider and 
discuss with your client discharging 
the taxes in bankruptcy

• If you expect that the taxes are 
dischargeable, have a qualified 
person prepare a tax 
dischargeability analysis (“TDA”).  
The 3-year rule, the 2-year rule and 
the 240-day rule.  This is covered in 
the 200A course.

• One size does not fit all.  Know all 
your options so you can best serve 
your client.



Doubt as to Liability
When and how should you submit an offer?
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Things to consider

 Taxpayer assessed for liability they do not owe?

 Does the taxpayer have substantiation to support 
their claim?

 Can you reduce the liability enough to spend the 
time and money necessary to complete the 
offer? 

 Did the assessment in question arise from a tax 
audit?

 Was a tax court petition filed?



Doubt as to Liability
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Taxpayer assessed for 

liability they do not owe?

• This may seem like a simple 

question but keep in mind it needs 

to be answered by a tax 

professional, not the taxpayer 

(they never think they owe it).

• Do some due diligence to 

determine (1) why the tax was 

assessed and (2) what has been 

done to contest the assessment

• Make sure the client has 

reasonable expectations (ha ha…)



Doubt as to Liability
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Does the taxpayer have 
substantiation to support their 
claim?

• Assuming your client has a 
case…now comes the real work

• Was the client assessed because 
the IRS was being unreasonable 
or because their representative 
“didn’t show up” for the audit?

• Does your client have adequate 
documentation to substantiate their 
claim?

• Essentially this is an audit 
reconsideration

• Do not do this work on a fixed fee 
basis



Doubt as to Liability
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Can you reduce the liability 

enough to spend the time and 

money necessary to complete 

the offer in compromise? 

• If your client has a case and they 

have the substantiation to support 

it, will the cost to defend them 

outweigh the benefits?

• This should be considered relative 

to the overall cost of your time 

(prize vs price)

• This should also be considered if a 

substantially high liability will 

remain even if an offer is accepted



Doubt as to Liability

37

Did the assessment in question arise 

from a tax audit?

• This type of offer (doubt as to liability) gives 

the taxpayer a 2nd bite at the apple.

• We have been successful in converting 

audits in which all deductions were 

disallowed to assessments producing little to 

no tax

• The IRS seems to be more reasonable in 

considering taxpayer substantiation at this 

level



Doubt as to Liability
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Was the assessment 

appealed and at what 

level?

• Was a tax court petition 

filed?

• You cannot submit an 

offer in compromise 

doubt as to liability if a 

tax court petition has 

been filed



Effective Tax 

Administration

39

The taxpayer owes the tax, has 

the ability to pay (i.e. equity in 

their home) but collecting from 

the taxpayer would be unjust



Installment 

Agreement vs 

Offer in 

Compromise 

Analysis



Case Study (CS-2)

Installment Agreement

 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 no equity

 Husband leases another vehicle 

 They own a single family home with no equity

Wife has an IRA with a relatively low value ($9,779)

 They owe approximately $487,000 in unpaid taxes.



IRS National Standards
2019 Allowable Living Expenses



IRS National Standards
2019 Health Care Standards



IRS Local Standards
2019 Housing Standards



IRS National & Local Standards
2019 Transportation Standards



Installment

Agreement Analysis



Offer in 

Compromise

vs

Installment 

Agreement

Comparison

47



Offer vs

Installment

Agreement Analysis



Should they do an offer or 
installment agreement?

…let’s see
49



OIC vs 

Installment 

Agreement

50

Installment Agreement 

Monthly payment amount - $112

Maximum Number of months to pay - 120 (10 years)

$112 x 120 months = $13,440

Offer in Compromise Formula (12 x MDI + QSV of Assets)

$393 x 12 months = $4,716

$4,716 + $7,823 of equity = $12,539

Offer amount - $12,539* 

*Paid as follows - 20% down and the balance paid within 5 months 
after offer is accepted (typically 18 to 24 months after offer is 
submitted).

Because Taxpayer John Doe assumes he’ll earn substantially more 
money in the near future, an Offer in Compromise would far outweigh 
an Installment Agreement.



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



433-A (OIC)

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Form 656

Case Study



Offer in 

Compromise 

Appeals



Offer in Compromise 

Appeals

68

• To determine if an offer is 

accepted IRS determines 

taxpayer’s Reasonable Collection 

Potential (RCP)

• If an offer is rejected the IRS will 

likely claim the taxpayer has the 

ability to full-pay the tax liability

• To appeal use

Request for Appeal of

Offer in Compromise

IRS Form 13711



Offer in Compromise 

Rejection

69

Items to review when appealing 
an offer in compromise rejection  

• IRS 30-day Reconsideration 
(Rejection Letter)

• IRS calculation worksheets

• IET – Income/Expense Table

• AET – Asset/Equity Table

• Form 656 (as submitted)

• Form 433A-OIC (as submitted)



IRS Offer 30-day 

rejection letter



Offer in Compromise Appeals
71

Request for Appeal of

Offer in Compromise

IRS Form 13711



Income and 

Expenses Table

(IET)



Asset Equity 

Table

(AET)



Asset Equity 

Table

(AET)



IRS Form 

13711
(page 1 of 2)



IRS Form 

13711
(page 1 of 2)



Offer Appeal Considerations
77

• Did IRS make an incorrect decision based on a 
misinterpretation of the law?

• Did IRS not properly apply the law due to a 
misunderstanding of the facts?

• Do you have additional records or new 
evidence to support your position?



Appeals
(General)



Appeal Topics

Overview

 Collection Appeal Rights

Collection Due Process (“CDP”) Form 12153

Collection Appeals Process (“CAP”) Form 9423

 Offer in Compromise Appeal

 Request for Mediation

 Fast Track Settlement

 Taxpayer Advocate 

79



Collection 

Appeal Rights

80

Two 

options…

Collection Due 

Process (“CDP”) 
Form 12153

Collection 

Appeals Process 

(“CAP”)

Form 9423



CAP 

vs

CDP

CAP (Form 9423) CDP (Form 12153)

Levy or seizure action that has been or will be 

taken

Notice of Intent to Levy and Notice of Your 

Right to Hearing

A Notice of Federal Tax Lien (NFTL) that has 

been or will be filed

Notice of Federal Tax Lien Filing and Your 

Right to Hearing under IRC 6320

The filing of a notice of lien against an alter-

ego or nominee’s property 

Notice of Jeopardy Levy and Right to Appeal

Denials of requests to issue lien certificates, 

such as subordination, withdrawal, discharge 

or non-attachment

Notice of Levy on Your State Tax Refund

Rejected, proposed for modification or 

modified, or proposed for termination or 

terminated installment agreements

Notice of Levy and Notice of Your Right to a 

Hearing

Disallowance of taxpayer’s request to return 

levied property under IRC 6343(d)

You may petition the Tax Court post findings

Disallowance of property owner’s claim for 

return of property under IRC 6343(b)

Process takes significantly more time to reach 

a result than filing a CAP



Similarities 82

 You may represent yourself

 You may be represented by an attorney

 You may be represented by a CPA

 You may be represented by any other 
person enrolled to practice before the IRS

 You may be represented by immediate 
family

 For businesses you may be represented by 
employees, partners or officers



Differences 83

 You may go to court if you disagree 
with results of CDP hearing

 You may not go to court following a 
CAP hearing

 CAP results come in a relatively short 
period of time



Collection Due 

Process

84

IRS FORM 

12153

Request for a 

Collection Due 

Process or 

Equivalent Hearing



IRS Form 12153

CDP
(page 1 of 2)



IRS Form 12153

CDP
(page 2 of 2)



Collection Appeal 

Rights (CAP)

87

IRS FORM 

9423

Collection Appeal 

Request



IRS Form 9423

CAP



89

 Three-Year Rule

At least Three years from the due date of the tax return 

including extensions; or

 Two-Year Rule

At least Two years from the date the tax return was filed (we 

say assessed) for delinquent returns; and 

 240-Day Rule

At least 240 days from the date of assessment of an audited 

or amended tax return

Bankruptcy Tax Dischargeability Rules:



Fast Track Settlement
and 
Mediation
(income tax audits)

90



Purpose91

To provide a quicker result for tax 
examinations

Involves Appeals Officer sooner than 
otherwise may happen

Either IRS or taxpayer may request 
either process

Both parties must agree in order to 
begin either process



Taxpayer Advocate 92

 Use form to request Taxpayer Advocate Service (TAS) 
assistance when:

 Taxpayer’s problem with IRS is causing financial 
difficulties to taxpayer, taxpayer’s family or taxpayer’s 
business

 Taxpayer or taxpayer’s business is facing an 
immediate threat or adverse action

 Taxpayer has tried repeatedly to contact the IRS, but 
no one has responded, or the IRS has no responded by 
the date promised

 If TAS does not respond within 1 week, contact TAS 
office via telephone



Taxpayer Advocate 93

IRS FORM 

911

Request for 

Taxpayer 

Advocate



IRS Form 911 

Request for 

Taxpayer 

Advocate
(page 1 of 2)



IRS Form 911 

Request for 

Taxpayer 

Advocate
(page 2 of 2)



…a brief look

Tax Court

96



Tax Court97

Advantages

Change of a favorable 
result to taxpayer has a 
high probability

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



Tax Court98

Disadvantages

 You cannot go to tax court if you 
have already paid the tax in question

 Tax court meets infrequently and a 
decision may 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



Tax Court 99

Types of Tax Court



Tax Court 100

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



Tax Court101

Small Tax Court (S Case) Proceedings

 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



Tax Court 102

Regular Tax Court Proceedings

 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



Tax Court 

Petition
(page 1 of 5)



Tax Court 

Petition
(page 2 of 5)



Tax Court 

Petition
(page 3 of 5)



Tax Court 

Petition
(page 4 of 5)



Tax Court 

Petition
(page 5 of 5)



Tax Court

108

Who can 
file a 
petition?

Any person who has received a 
notice of deficiency

Any person who has received a 
notice of determination

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



Tax Court

Who can appear in tax court?

 A private attorney

 A non-attorney admitted to practice 
in tax court

 A taxpayer without representation

109



Taxes and Bankruptcy



Certain rules 
(“conditions”) 

must be met to 
discharge taxes 
in bankruptcy

Payroll Taxes may not 
be discharged in 

bankruptcy 

Income taxes 
may be 

discharged in 
bankruptcy

Are Taxes 
Dischargeable 
in Bankruptcy?



THREE-YEAR RULE

At least three years from the 
due date of the tax return 
including extensions; or

TWO-YEAR RULE

At least two years from the date the 
tax return was filed (we say assessed) 

for delinquent returns; and 

240-DAY RULE

At least 240 days from the date 
of assessment of an audited or 

amended tax return

Rules for Discharging Taxes in Bankruptcy



Number of days 
each offer in 
compromise for 
the applicable 
tax had been 
pending plus 30 
days

The number of 
days each prior 
bankruptcy 
proceeding had 
been pending 
after the related 
tax return due 
date with valid 
extensions; plus 
six months for 
each applicable 
bankruptcy 
proceeding

The period of 
time taxpayer 
spends living 
outside the 
country

Number of 
days request 
for an 
installment 
agreement is 
pending

Examples of Tolling Events

The following events toll the statute of limitations 

Tax 
Dischargeability 

Analysis



Taxes 
Discharged in 
Bankruptcy



Offers, Appeals, and Dischargeability of 

Taxes

Questions and 

Answers

115



Summary of Topics Covered116

Offers in 

Compromise

Offer in Compromise 

Appeals

General Appeal 

Process

Discharging Taxes in 

Bankruptcy





If you want to learn more…

 Join us on November 14th for our 8th Annual Tax and Tax 

Resolution Forum!

 8 Hours of CPE/CE

 Learn: 

 How to Solve EVERY Tax Collection Problem

 How to Discharge Taxes in Bankruptcy

 14 Ways to NOT Pay Capital Gains Tax

 How to grow your practice every year

Call our office at (818) 704-1443 or go to taxresolutioninstitute.org to learn more!



I’m Peter Stephan….
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…and this is    

120


