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Case Study
#1

Jerry and Mary Stevens live in Orlando, FL and they are 55 and 52 respectively. Jerry works at the local
auto-repair shop as a supervisor and Mary was a part-time realtor a few years back, but now is gainfully
employed at a local hair salon. It appears that Mary didn’t make any estimated tax payments for the time
she was a realtor, and she accumulated a debt of $32,800. Jerry’ withholdings also were quite low, so he
also contributed about $12,000 to the tax debt. During their 20-year marriage they always filed jointly. The
tax owed is for 2017 and 2018 for the total amount of $44,800. Assume that CSEDs for both years are
05/05/2028 and 05/09/2029 respectively. Jerry and Mary would like this tax problem behind them and
want to resolve it with your help.

1. Based on the facts below, please determine what type of tax resolution is available to them
and their payment options.

2. What will change if Jerry will trade-in his 2015 Toyota Corolla for a 2023 Toyota Corolla with
FMV of 22,000 and loan balance of $17,200 and monthly payment of S300.



Assets

Residence & Dependents

e Jerry and Mary live in Orlando, FL (Orange County);
e They have 2 daughters, Jessica, and Julie, 16 and 14 who live with them.

Assets

e Jerry and Mary have about $100 in cash between both;

e Jerry and Mary have a joint account with $1,400 in it;

e Jerry has another checking account with $3,500 balance;

e Jerry has a savings account with $350 balance;

e Mary has a small IRA in the amount of $5,500;

e Jerry and Mary own a small house with a FMV of $160,000 and a mortgage balance of
$132,500;

e Jerry owns 2015 Toyota Corolla with a current FMV of $4,800 and no loan balance,
current mileage is 65,000;

e Mary leases her 2020 Ford Escape for $250 a month, current mileage is 20,000;

e Their furniture and personal effects are of about $5,000 value.



Income & Expenses

Income

e Jerry makes $1,751 bi-weekly;

e Mary makes $1,152 bi-weekly.

Monthly Expenses

Food & Clothing - $1,000
Mortgage - $1,380 (includes property tax and
insurance)
Electricity - $240
Water - S80
TV & Internet - $150
Cell phones - $250
Gasoline & Car Expenses - $225 for each car
Prescriptions - $100
Current Taxes (withheld bi-weekly)
o Jerry - $93 (FIT), S96 (SS) and $22 (Medicare)
o Mary - $60 (FIT), S71 (SS) and $17 (Medicare)




Time Spent?

Prepare POA — 2 mins

Send POA for e-signature — 1 min

Send Client Questionnaire to a Client — 1 min
Upload POA to IRS portal for 2848/8821 — 2 mins
Pull IRS Transcripts — 1 min

Verify and import data from Client Questionnaire —
10 mins

Review Resolution Options — 5 mins

Identify whether adjustment is necessary on Equity
or Remaining Monthly Income — 3 mins

Create a strategy — 5 mins

Total — 30 mins!



Collection
Information
Statements

Collection Information Statement (CIS) is the
taxpayer’s financial statement generally used by the
IRS to gather information about taxpayer’s assets,
income and expenses to determine taxpayer’s ability
to pay or Reasonable Collection Potential (RCP).



Case Types
per CIS

1.Form 433-A - 1A, CNC w RO involvement

2.Form 433-A (OIC) - OIC
3.Form 433-F - IA, CNC through ACS or PPS with

some exceptions (see next slide)
4.Form 433-B — 1A, CNC both through ACS and RO

5.Form 433-B (OIC) - OIC



Form 433-F

may be used by
ROs

¢ For Trust Fund Recovery Penalty (TFRP)
investigations when the individual is a wage earner
and the potential TFRP is less than $100,000. See
IRM 5.7.5.2, Collectibility, and

e For self-employed and individual wage earners
who owe for IMF liabilities only, with an aggregate
balance of assessments less than $250,000.



When CIS
is Required?

1.Requesting an Installment Agreement for an Individual
Taxpayer and OOB (Out-of-Business) Sole Proprietor
and SUMRY balance (unpaid assessed balance of tax,
penalties, and interest) is over $100,000, and the case
is handled by FA (Field Assistance) employees, e.g. ROs
(Revenue Officers) (IRM 5.19.1.2.6.4.2)



When CIS
is Required?

Requesting an Installment Agreement for an

and SUMRY balance (unpaid assessed balance of tax,
penalties, and interest) is , and the case
is handled by ACS (Automated Collection System),
ACSS (Automated Collection System Support) or CSCO
(Compliance Services Collection Operations)
employees. (IRM 5.19.1.2.6.4.3)



When CIS
is Required?

Requesting an Installment Agreement for
and SUMRY

balance (unpaid assessed balance of tax, penalties,
and interest) is over $25,000.

Requesting a
regardless of the amount of unpaid assessed
tax, penalties, and interest.



When CIS
is Required?

Filing an for an individual or
business taxpayer regardless of the amount of unpaid
assessed tax, penalties, and interest (except for Doubt
as to Liability Offer in Compromise).

Requesting a
regardless of the amount of unpaid assessed tax,
penalties, and interest.



Single Member
LLCs

Form 433-B or 433-B (OIC) is required ONLY if
LLC owes Payroll taxes for any period after
Jan 1, 2009, AND Excise taxes accrued on or
after Jan 1, 2008.

For Income tax liability single member is

personally liable and therefore, 433-A or
433-A (OIC) is used.




Tips, Strategies
& Techniques

Do not include Taxpayer’s phone number

Do not forget to include Pay Period for wage
earners

Determine if there is a non-liable spouse / non-
liable person

Know if taxpayer was outside of the U.S. for
longer than 6 months

Determine if there was a dissipation of assets



Personal
Bank Accounts

In Offer in Compromise cases, if funds listed on bank
accounts are used to pay for monthly allowable living
expenses, reduce bank account balance by total
amount of allowable monthly living expenses and an
additional $1,000 (but not below $0) pursuant to IRM

5.8.5.7.



Equity
in Assets

For Offer in Compromise purposes, assets are valued at net
realizable equity (NRE). Net realizable equity is defined as quick
sale value (QSV) less amounts owed to secured lien holders and
less applicable exemption amounts.



Investments

Does taxpayer have 100% or partial ownership in the asset
If 401(k) or 403(b) plans are vested or not

If there would be any surrender/liquidation/commission
charges if taxpayer has to dispose of the asset

Cost basis of the asset

Combined Federal and State tax rate

Additional 10% penalty on distribution from qualified plans
for taxpayers < 59 % age

Loan balance, if any



Retirerp_ent _Plans
Reclassification to
Income

Taxpayer is 68 years old, and his only income is SS benefits of $2,850 per month. The
Collection Information Statement shows that his necessary monthly expenses are
$3,100. Taxpayer owes $50,000 to the IRS and has an IRA of $50,000. Appendix B
(Single Life Expectancy Table) found in Publication 590-B for a 68-year-old person is
20.4 years. Every month there is a deficiency of $250 ($2,850 - $3,100). Let’s multiply
$250 x 12 months x 20.4 years and we’ll get $61,200. Therefore, instead of including
S40,000 in RCP for OIC purposes (550,000 x 80%), we’ll recharacterize IRA as monthly
income of $250 to close the gap between monthly income and necessary monthly
expenses, and completely exclude $40,000 from RCP.



Real Property

Taxpayers will not be required to pursue equity in real
property if borrowing on the equity in the property or

selling the property will impose an economic hardship
(IRM 5.15.1.31.3.)

* Not applicable to DATC Offers

* However, can apply to ETA offers or DATC Offers with
Special Circumstances



Life Insurance
Policies

Include only Life Insurance policies with cash value. Term Life
Insurance does not have any cash value.

Reasonable premiums for term life insurance policies may be
allowed as a necessary expense. If the taxpayer has a Whole
Life or Universal Life policy, then a reasonable amount of the
premiums may be allowed which is attributable to the death
benefit of the policy.



Personal
Vehicles

In Offer in Compromise cases exclude $3,450 per car
from Net Realizable Equity (NRE) of vehicles owned by
the taxpayer(s) pursuant to IRM 5.8.5.12 (max 2 cars).

Example: If NRE of Vehicle 1 is $3,000 and NRE of Vehicle 2 is $6,000 for
a married couple, adjusted value of personal vehicles will be ($3,000 -
$3,450), but not below zero + ($6,000 - $3,450) = $2,550. If you would
reduce combined NRE of both vehicles by exclusion for 2 vehicles, you
will get ($3,000 + $6,000) - $6,900 = $2,100 and it is incorrect.




Business
Assets

Reduce the value of property exempt from levy under IRC
6334(a)(3) (books and tools necessary for the trade, business,
or profession of the taxpayer) by $5,400 for 2023.

If a business asset or a portion of an asset is necessary for the
production of income, adjust equity calculation for that asset
accordingly pursuant to IRM 5.8.5.15 as an income-producing
asset (except real estate assets).



Business Income
& Expenses

Use the prior 3-, 6-, 9- or 12-month period to determine
typical business income and expenses

Note: Deduction for non-cash expenses (e.g. depreciation,
depletion, amortization, etc.) are not permitted as an
expense for Offer in Compromise purposes and must be
added back to the amount of net income.



Food, Clothing and
Misc. Deviation from
Standard

National Standard Expense amount is $1,100. The taxpayer’s actual expenditures
are: housekeeping supplies - S100, clothing - $100, food - S700, personal care
products - $100, and miscellaneous - S200 (Total Expenses - $1,200). The
taxpayer is allowed the national standard amount of $1,100 unless the higher
amount is justified as necessary. In this example the taxpayer has claimed a
higher food expense than allowed. Justification would be based on prescribed or
required dietary needs. The taxpayer must substantiate and verify only the food
expense. The taxpayer is not required to verify expenses for all five categories if a
higher expense is claimed for one category. The standard amounts will be
allowed for the remaining categories.



Housing & Utilities
Deviation from
Standard

The taxpayer is living in a home with a $2,250 monthly housing expense,
including utilities. The present fair market value of the house is
approximately equal to the mortgage balance. The local standard allowance is
$1,800 per month. If the taxpayer remains in his home, income and expenses
are approximately equal, leaving no disposable income in the calculation of
future income value. If the taxpayer is unable to restructure their mortgage
payment and the equity in the property is insufficient to pay the costs of
selling their current home, related moving expenses, and purchasing or
renting a new home that would allow for monthly payments within the

national standard, the taxpayer may be allowed a housing amount that
exceeds the standard.



Vehicle Operating
Expenses

In situations where the taxpayer has a vehicle that is currently
over 8 years old or has reported mileage of 100,000 miles or
more, an additional monthly operating expense of $200 will
generally be allowed per vehicle (up to two vehicles when a joint
offer is submitted). If the vehicle(s) meets the age and/or
mileage threshold, written documentation would not be
required to determine the exact additional operating costs,
unless additional allowance exceeds the $200 provided.




HELOC
Repayment

Repayment of loans incurred to fund the offer and secured by
the taxpayer's assets will be allowed, if the asset is necessary
for the health and welfare of the taxpayer and/or their family,
i.e. taxpayer’s residence, and the repayment amount is
reasonable. The same rule applies whether the equity is paid
to IRS before the offer is submitted or will be paid upon
acceptance of the offer.




Business Overhead
Expense Insurance

Business overhead expense insurance covers the costs of running your
business when you can’t work or pay the costs because of a disability. It
is a viable expense for many business owners, including self-employed
individuals who are responsible for 20% or more of the expenses of
business with a minimum of 30 hours of work per week. Premiums
depend on overhead expense of the business, e.g. rent, employee
salaries, utilities, office supplies, etc. Recommend taxpayers to get BOE
Insurance if business or self-employed income requires a downward
adjustment.



Education
Expenses

Education expenses will be allowed only for the
taxpayer and only if they are required as a condition
of present employment. Expenses for dependents to
attend colleges, universities, or private schools will
not be allowed unless the dependents have special
needs that cannot be met by public schools.



Delinquent
State and Local
Taxes

Calculate the dollar amounts for IRS and state or local payments based
on the total liability owed to each agency (including penalties and
interest to date).

Example: The taxpayer owes the state $20,000 and owes the IRS $100,000, a total of
$120,000 ($20,000/5120,000 = 17%; $100,000/5120,000 = 83%). The taxpayer has
disposable income of $300 per month. A monthly payment to the State Taxing
Authority of $51 may be allowed until the debt is retired.

Seventeen percent (17%) of $300 = $51
Eighty-three percent (83%) of $300 = $249
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Defaults for Tax Resolution Options
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No standards for
individuals abroad
and businesses

The Allowable Living Expense standards are not
applicable to individuals living abroad,
corporations, partnerships, Limited Liability
Companies (LLC) (where the LLC is identified as

the liable taxpayer), or for any business
expenses.



Case Study
#2

Michael Woods owns a self-employed business designing, manufacturing, and installing
custom-built closets for residential and commercial customers in New Jersey. He is a
perfect example of being hit by a housing crisis of 2007-2008, as his product sales
directly correlate with the housing market. He was not able to make ends meet and got
into tax debts. Michael now owes about $75,000 in tax, interest and penalties and
doesn’t want to pay his debt all his life. Michael has suffered from a glaucoma and had 4
eye surgeries in the last few years, but still lost 50% vision in one of his eyes. Since he is
the one who designs the closets using computer programs and needs good vision to do
so, his business is also affected by this health problem. His wife Amy recently lost a job
as a teacher and after a few months trying to find a job and failing at it, decided to open
a small childcare business in their garage. They invested all the money that they had to
remodel the garage. Given the facts below, check if you can help Michael and Amy to get
rid of the tax debt quickly and get back on their feet.



Dependents &

Residence and Dependents Assets

Michael is 46 and Amy is 42

They live in Allentown, NJ (Monmouth County)

They have 2 sons, 16 and 18 who both live with them and claimed as dependents on their MFJ
return

Older son is about to go to a local college

Michael and Amy have a joint checking account in Wells Fargo with a balance of $2,800.

Amy has a 403(b) account at T Rowe Price with a gross value of $4,500.

They own a house with a FMV of $656,000 and a mortgage balance of $585,050.

Michael owns 2011 Land Rover with a FMV of $22,800 and loan balance of $27,000.

Amy owns 2002 Mercedes ML500 with a current FMV of $2,000 and owned outright.

Son Peter owns 1998 Chevrolet Tahoe with a FMV of S500 (Michael is a co-signer on the purchase
agreement due to son’s age)

Son Michael Jr owns 2002 Ford Mustang with a FMV of 600 (Michael is a co-signer on the purchase
agreement due to son’s age)



Business
Assets & Income

Business Assets

e His self-employed business has checking and savings accounts with $250 and $200
balances respectively at the end of the month

e Michael owns a building that he uses as a production facility and a showroom, FMV is
$80,000 and mortgage balance is $64,000.

e 2005 GMC Savana Cargo Van with a FMV of $1,800 and no loan balance

e Amy has a business checking account with a balance of $160

Income

e Closet business grosses monthly $24,300
e Amy’s business grosses monthly $5,400



Monthly

Expenses
Michael’s business monthly e TV & Internet - $250
expenses are $15,200 e Phone -520
Amy’s business monthly expenses e Michael’s car payment - $545
are $3,900 e Vehicle Operating expenses -
Food & Clothing - $1,500 S530 Amy’s and $630 Michael’s
Mortgage - $4,900 e Health Insurance - 51,820
Electricity - S550 e Out of pocket healthcare - S300
Gas - S300 e Term Life insurance - S75 and

S80 for both spouses
e Estimated taxes - $830



First Time Abate
(FTA)

IRM 20.1.1.3.3.2.1

Updated on March 29, 2023

This administrative waiver was implemented
in 2001 for tax periods with ending dates
after December 31, 2000.




Penalties
eligible for FTA

IRS provides administrative relief from the following penalties:

* Failure to file (FTF) penalty under IRC 6651(a)(1), IRC
6698(a)(1) (Partnership returns), or IRC 6699(a)(1) (S
Corporation returns),

* Failure to pay (FTP) penalty under IRC 6651(a)(2) and/or
IRC 6651(a)(3), and

* Failure to deposit (FTD) penalty under IRC 6656.



Exception #1
Form 5471
Penalties

Under IRM 20.1.9.3.5(3)(B) the FTA penalty relief provisions do not apply
to event-based filing requirements such as with Form 5471. Howeuver, if the
FTF penalty on the related Form 1120 or Form 1065 filing is abated under
the FTA provisions, (or would have been eligible for FTA abatement but a
FTF penalty wasn’t assessed because there was $0 tax due or it was a fully
paid return) then the FTF penalty on Form 5471 may be abated under FTA
as well, so long as the taxpayer meets the following additional criteria:

 The taxpayer had no similar penalties in the three prior periods.
* The related Form 1120 or Form 1065 return was not filed late in the
three prior periods.



Exception #2

Form 5472
Penalties

Under IRM 20.1.9.5.5(3)(B) the FTA penalty relief provisions do not apply
to event-based filing requirements such as with Form 5472. However, if the
FTF penalty on the related Form 1120 filing is abated under the FTA
provisions, (or would have been eligible for FTA abatement but a FTF
penalty wasn’t assessed because there was $0 tax due or it was a fully paid
return) then the FTF penalty on Form 5472 may be abated under FTA as
well, so long as the taxpayer meets the following additional criteria:

* The taxpayer had no similar penalties in the three prior periods.
* The related Form 1120 return was not filed late in the three prior

periods.



FTA Waiver
Criteria

1. The taxpayer has filed the same return as the
penalized return for the 3 years preceding the
penalized tax period, unless there is no filing
requirement for the applicable tax period or the
tax modules for the same return do not have
return delinquency issues (non-filer), and




FTA Waiver
Criteria

2.1f required to file the same return during the
preceding 3 years, those returns for the 3

preceding years were processed and have
of unreversed penalties (except an
Estimated Tax penalty) and no

notice was issued showing the assessed penalty or
penalties, and



FTA Waiver
Criteria

3.If required to file the same return during the
preceding 3 years, modules for those returns have no
penalties with
Penalty Reason Code (PRC) 018 (FTA, RCA not used),
020 (FTA, RCA Used), or 021 (Tolerance (used for FTD
JENES)R



Different Filing
Status

When determining if FTA criteria are met for
penalties assessed on individual tax returns, the
taxpayer(s) must meet FTA criteria for the

for returns
required to be filed as

, if applicable.



MFJ Example

If the filing status of the return on the penalized period is
and the required returns in the
preceding 3 years were not filed under the same primary
SSN and with the same filing status and same primary
and secondary SSNs, FTA criteria for both SSNs must be

met.



Other than
MFJ Example

If the filing status on the return on the penalized period
is and the taxpayer filed,

or was required to file, as a secondary taxpayer during
the preceding 3 years, FTA criteria must be met for the
returns on which the taxpayer was reported, or was
required to be reported, as the secondary taxpayer on a
joint return.



Presence of
FTD Waivers

A total of present in
the taxpayer’s three-year penalty lookback period

Waiver Code 24 is set when the FTD penalty is waived
due to a change in deposit frequency. Waiver Code 25 is
set when the FTD penalty is waived per IRM 20.1.4.3,
Restrictions on Assessments, criteria.



How many FTAs in
a Lifetime

?

You can request FTA for a single taxpayer every 4t
year, provided that all FTA Waiver criteria are met

during the 3-year lookback period for the
penalized tax period.



IRS
Memorandum

Office of Chief Counsel

Internal Revenue Service Memorandum
CC:PA:02:HMarx

POSTN-117216-17

Date: September 28, 2017

“... First time abatement applies only to a single tax period, but
because the policy requires only a three-year compliance
history, it is possible for the same taxpayer to receive multiple
first time abatements...”




First Time Penalty Abatement Eligibility Report

Taxpayer Name: JOHN DOE

Taxpayer SSN: XXX-XX-1234 Spouse SSN: XXX-XX-4321

Report generated: 29 May, 2023 03:34 PM

Failure to Failure to Total First Time
Period Return Filing Tax File Pay Other ETF & FTP Abatement Potential
Filed Status Assessed Penalties Penalties Penalties Penalties (FTA) Abatement
(FTF) (FTP) Eligibility
2010 Yes Married Filing $5.954.00 ] i i ]
Joint
2011 Yes Married Filing $7.885.00 ) i i )
Joint
2012 Yes Married Filing $2.859.00 ] i i ]
Joint
2013 Yes Ma”i?nf"i”g $33.400.00 ; $5.203.46 $190.00 $5.203.46 Eligible $5.203.46
2014 Yes Ma”i?n':'"”g $48.448.00 ; $6.356.75 ] $6.356.75
2015 Yes Ma”i?n';'“”g $27,080.00 - $6,060.74 . $6,060.74
2016 Yes Ma”ﬁ?n':'"”g $11.381.00 $2.560.72 $2.845.25 $20.00 $5,405.97
2017 Yes Married Filing $180.00 . : : .
Joint
2018 Yes Married Filing $0.00 ) i i )
Joint
Total $137,187.00 $2,560.72 $20,466.20 $210.00 $23,026.92 $5203.46



First Time Penalty Abatement Eligibility Report

Report generated: 29 May, 2023 04:09 PM
Taxpayer Name: JOHN DOE Il

Taxpayer SSN: XXX-XX-1234

N FaiIL_lre to Failure to Total First Time .
Period Re_-turn Filing Tax Fllel Payl Othe_r ETF & FTP Abatement Potential
Filed Status Assessed Penalties Penalties Penalties Penalties (FTA) Abatement
(FTF) (FTP) Eligibility
2006 No Single $0.00 - - - -
2007 No Single $0.00 - - - -
2008 No Single $0.00 - - - -
May be
2009 Yes Single $38,648.00 $8,695.80 $9,662.00 - $18,357.80 E"gli:t?l';gaﬁer $18,357.80
Compliance*
2010 Yes Single $1,236.00 $220.72 $245.24 $20.00 $465.96
2011 Yes Single $0.00 - - - -
2012 - Single $0.00 - - - -
2013 - Single $0.00 - - - -
2014 - Single $0.00 - - - -
2015 - Single $0.00 - - - -
May be
2016 Yes Single $3,838.00 $959.50 $959.50 - $1,919.00 E"gli:?l'i?]gaﬁer $1,919.00
Compliance*
2017 Yes Single $1,166.00 $210.00 $164.00 - $374.00
Total $44,888.00 $10,086.02 $11,030.74 $20.00 $21,116.76 $20,276.80

*May be Eligible after Filing Compliance - under IRM 20.1.1.3.3.2.1 (03-29-2023) First Time Abatement waiver applies only if:
- The primary taxpayer has filed the same return as the penalized return for the 3 years preceding the penalized tax period, unless there is no filing requirement for the applicable tax

period.

- If penalized period was filed under MFJ status, secondary taxpayer (Spouse) has filed the same return as the penalized return for the 3 years preceding the penalized tax period, unless

there is no filing requirement for the applicable tax period.
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First Time Penalty Abatement Eligibility Report

Report generated: 29 May, 2023 03:56 PM
Taxpayer Name: JANE DOE

Taxpayer SSN: XXX-XX-1234 Spouse SSN: XXX-XX-4321

Failure to Failure to Total First Time
Period Return Filing Tax File Pay Other ETF & ETP Abatement Potential
Filed Status Assessed Penalties Penalties Penalties Penalties (FTA) Abatement
(FTF) (FTP) Eligibility
2014 Yes Married Filing $11,146.00 ) i - i
Joint
2015 Yes Married Filing $7.453.00 - - - -
Joint
2016 Yes Married Filing $15,808.00 ) i ) i
Joint
Married Filing < Abated >
2017 Yes Joint $20,170.00 - - - $863.25
Married Filing May be
2018 Yes Joint $16,417.00 $1,392.25 $2,165.73 - $3,557.98 Eligible™ $3,557.98
2019 Yes Married Filing $10,505.00 ) i ) i
Joint
2020 Yes Married Filing $8.747.75 ) i ) i
Joint
Total $90,246.75 $1,392.25 $2,165.73 $0.00 $3,557.98 $3,557.98

"*May be Eligible - If in the 3 prior period(s) penalties were abated under the First Time Abatement waiver, then this period will not qualify for FTA.
However, if penalties were abated under any other reason than FTA or Tolerance, i.e. Reasonable Cause, then FTA would be eligible for this tax period.
Unfortunately, transcripts do not show a reason code for granted penalty abatement, therefore, it cannot be determined exactly. 52




First Time Penalty Abatement Eligibility Report

Taxpayer Name: JOHN SMITH

Taxpayer SSN: XXX-XX-1234 Spouse SSN: XXX-XX-4321

Report generated: 29 May, 2023 04:25 PM

Failure to Failure to Total First Time
Period Return Filing Tax File Pay Other FTF & FTP Abatement Potential
Filed Status Assessed Penalties Penalties Penalties Penalties (FTA) Abatement
(FTF) (FTP) Eligibility
2017 Yes Married Filing $29.181.00 ; ; i
Joint
2018 - zg - > $0.00 - - -
2019 Yes Married Filing $45.841.00 - ] i
Joint
May be
Amended Married Filing Eligible after
2020 Return Joint $110,477.00 - $1,577.04 $1,577.04 Filing $1,577.04
Compliance*
2021 Yes Ma"ﬁ?ﬁ':i“”g $89,569.00 - $325.07 $325.97
2022 Yes Married Filing $8,174.00 ; ; i
Joint
Total $283,242.00 $0.00 $1,903.01 $0.00 $1,903.01 $1,577.04

period.

*May be Eligible after Filing Compliance - under IRM 20.1.1.3.3.2.1 (03-29-2023) First Time Abatement waiver applies only if:
- The primary taxpayer has filed the same return as the penalized return for the 3 years preceding the penalized tax period, unless there is no filing requirement for the applicable tax

- If penalized period was filed under MFJ status, secondary taxpayer (Spouse) has filed the same return as the penalized return for the 3 years preceding the penalized tax period, unless

there is no filing reguirement for the aEEIicable tax Eeriod.

" FTA Criteria must be met for both Spouses if penalized tax year was filed under MFJ status. You don't have POA/TIA for a Spouse, and, therefore, system cannot check Spguse's
eligibility for FTA. We recommend you obtain POA/TIA from a Spouse and request transcripts again once it posts to CAF.




No threshold
for FTA

FTA is an administrative waiver and
any oral statement authority (OSA) threshold per

IRM 20.1.1.3.3.2.1(9)

That means FTA abatement of can be
requested over the phone!



Penalty Abatement
after RSED
expiration

Under IRC 6511 (Limitations on credit or refund) Claim for credit or refund
of an overpayment of any tax imposed by this title in respect of which tax
the taxpayer is required to file a return shall be filed by the taxpayer within
3 years from the time the return was filed or 2 years from the time the tax
was paid, whichever of such periods expires the later, or if no return was
filed by the taxpayer, within 2 years from the time the tax was paid.

However, IRM 25.6.1.10.2.7 states that



FTA after
expired RSED

Can you get FTA for older tax periods where Refund
Statute of Limitations has already expired?

*Provided that your clients still have tax liabilities
on other tax periods and abated penalties can
offset these tax liabilities.



FTA Strategy

request FTA until maximum penalties have been
accrued, because FTA can be requested only once for the same
tax period for FTF and FTD penalties*. Requesting it too early
will not get the most tax benefit to the taxpayer.

* FTF penalties are 5% per month, maximum 25%
* FTP penalties are 0.25 - 0.5% per month, maximum 25%
* If both FTF and FTP apply, maximum goes to 47.5%



Contingent Fee
on FTA

Remember, under Circular 230 §10.27(b)(3) you
for services rendered in

connection with a claim for credit or refund filed solely
in connection with the determination of statutory
interest or penalties assessed by the Internal Revenue

Services.



FIRST TIME PENALTY ABATEMENT ELIGIBILITY

-

Case
Manager

Bobrova
Muravia
Bobrova
Muravia
Bobrova
Bobrova
Muravia
Muravia

Muravia
Bobrova

Muravia
Bobrova
Muravia

Muravia
Muravia

Bobrova
Muravia
Bobrova
Bobrova
Muravia
Bobrova

Muravia
Muravia

Muravia

Bobrova

Client's Name

-

Total

L 4

Form

1040
1040
1040
1040
1040
1040
1040
1040
1040

1040

1040

1040
11208

1040

11208

1040
1040
1040
1040
1040
1040
94

-

94

—

1040
1040

Tax
Period

2009
2019
2013
2018
2008
2016
2018
2008
2016

2020

2012
2014
2018
2014

2011

2013
2003
2009
2009
2021
2014
06/2017

06/2011

2010
2022

Return Filed

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Amended
Return

Yes
Yes
Yes

Yes

Yes

Yes
Yes
Yes
Yes
Yes
Yes

Yes

Yes

Yes

Yes

v

Failure to File Penalties

(FTF)

$8,695.80

$1,392.25
$1,031.17
$959.50
$940.72
$1,075.00
$1,268.10

$1,200.00
$546.07

$975.00

$256.50

$346.50
$233.32

$257.25

$257.33

Failure to Pay Penaliies

(FTP)

$9,662.00
$6,317.22
$5,203.46
$2,165.73
$1,145.75
$959.50
$961.63
$589.16
$338.16

$1,577.04

$1,555.68
$1,363.74

$606.75

$712.50
$891.87
$385.00
$259.25
$332.10
$303.80
$28.58

$5.25

$168.02
$161.98

- v

Failure to Deposit Penalties First Time Potential

(FTD) Abatement (FTA) Abatement
Eligibility

- May be Eligible* $18,357.80"

- May be Eligible* $6,317.22"

- Eligible $5,203.46

- May be Eligible™ $3,557.98*

- May be Eligible* $2,176.92*

- May be Eligible* $1,919.00*

- May be Eligible** $1,902.35*
- May be Eligible** $1,664.16*
- Eligible $1,606.26

- May be Eligible” $1,577.04*

- May be Eligible™ $1,555.68"

- May be Eligible* $1,363.74*
- May be Eligible* $1,200.00*
- May be Eligible* $1,152.82*
- May be Eligible* $975.00*
- Eligible $969.00
- Eligible $891.87
- May be Eligible™ $731.50*
- May be Eligible™* $492.57*
- Eligible $332.10
- May be Eligible** $303.80*
- May be Eligible* $285.83*
- May be Eligible* $262.58*
- Eligible $168.02
- Eligible $161.98
$56,943.72

25 - ‘ 2 1 - 25 displayed , 50 in total
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*5 STRATEGIES

HOW TO MAKE MONEY
WITH IRS TRANSCRIPTS

Anyone can apply these proven
strategies and start generating tax
resolution revenue immediately



* Provide First Time Penalty
Abatement services on
contingent basis

by simply reviewing FTA reports or
Transcripts Dashboard. The easiest
lucrative service that takes 20-30
minutes!




e Offer IRS Transcripts
Reports as part of
Investigation/Discovery
phase

 Start all IRS Resolution
cases with this paid

service (average fee
$1,500)
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* Review Audit Risk
Indicators Reports to find
opportunities for
Amendment Returns

* For example, underreported
income, EIC, Schedule C& E
risk factors, etc. This is for
you, Tax Preparers!




5

* Generate passive revenue
from IRS Transcripts
Monitoring service

Do it for clients whose case is
already resolved and even for
Tax Prep and Accounting clients.
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Special Offer

for New & Returning
Customers

20% OFF of EVERYTHING

To Get this Special Offer

*Existing Customers get 10% OFF of Everything



QU Es;IONS

Irina Bobrova
Ph. 877-474-8285 ext. 107
Email: irina@pitbulltax.com

Sales: 877-474-8285 option 1
www.pitbulltax.com



mailto:irina@pitbulltax.com
http://www.pitbulltax.com/
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