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Learn case history,
review statutes, 

propriety of assessments, 
and gather data

(AET/IET)

Today’s focus is 
on the Offer in 
Compromise 

analysis.

Explore options,
advise and explain, 

discuss probability, and 
risk. Client decides.

Investigate Evaluate Recommend

Phase 1
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Prepare and submit 
appropriate forms 

and documents.

Present 
taxpayer’s best 
case to OE/OS

Request Independent 
Appeals review of 
unagreed Items

Implement Negotiate Appeal

Phase 2

Polling Question

ASTPS© 6

Initial 
Step

Investigate

Secure transcripts: 
to review ASOLs & 

CSOLs and to 
determine  un-filed  
returns & un-paid 

taxes

May involve 
preparation of returns 

to reduce liability or for 
compliance.

Determine 
the actual 

amount of tax 
liability.

Determine the 
taxpayer’s ability to 

pay. (Financial 
questionnaire).
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Step Two

Evaluate

Compute the net 
equity in assets 

(Equity 
component)

Determine Collection 
Statute of Limitations

secure TXMODA

Calculate the 
monthly 

excess 
income.

Compare OIC amount to 
amount IRS would 

collect by IA/PPIA and 
qualitative issues.
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Step 
Three

Recommend

Discuss the OIC 
acceptance

potential with 
taxpayer.

Consider the taxpayer’s 
ability to pay required 

20% down.

Review 
potential “24-

12 Switch”
savings

If all is in order secure 
stage 2 engagement 
letter, file POA , and 

proceed to represent.
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Small income components 
gain little benefit from the 
“24-12 Switch”

Income
Component
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The “24-12 Switch” is 
inappropriate for a t/p  
unable to pay in 5 months

Pay Offer in 
5 or fewer 

months

Polling Question
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Installment Agreement
Amount collectible, 
time to breakeven

Offer in Compromise
Best interests of 
the government
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OIC Computation
Two options, 24 or 

12 multiplier 

OIC Payment Terms
Payments may be 

structured 
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Additional factors for IRS to consider on an OIC
Taxpayer’s 

Age 
Taxpayer’s 

Health 
Taxpayer’s 

Family 
Taxpayer’s 

Future 
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6
24-12
Switch
Steps

Information gathered, analysis 
done, recommendation made, 
and client has agreed.

If PP-OIC 24-12 plan, 
complete OIC 

Submit PP-OIC with a small 
monthly payment.

Once IRS  agreement is reached on 
PP-OIC plan, then advise OE that t/p 

wishes to switch to Cash-OIC.

OE will advise of the need 
to meet the 20% down

Prepare revised form 
656 with new terms

Key
Take-Aways
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Tax Liability1

Excess Income2

Remaining CSED3

Equity component4

Recap of Items needed to do 24-12 Switch
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Make entries only  in yellow fields

Rows a-g are used to test IA within CSED

If line g is YES it is likely not an OIC case

Unprotect sheet password is: ASTPS

*Consider the t/ p's ability access the equity

Polling Question
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The equity component of an Offer in Compromise 
may be computed using either 24 or 12 months.

True False

ANSWER
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When a taxpayer can take advantage of the 
24-12 Switch, it will always reduce the 

amount of an OIC by 50%

True False

ANSWER
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Thanks for your time 
and attention. Hope 

you found the 
information useful.

Thanks for your time 
and attention. Hope 

you found the 
information useful.
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American Society of 
Tax Problem Solvers
American Society of 
Tax Problem Solvers
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