Strategies for Avoiding
OIC Blindspots & Rejections

2023 Training Event 5 | Angelene Wierzbic, EA, CTRS

2pm Eastern | 1Tpm Central | 12pm Mountain | 1Tam Pacific

ASTPS is coming to Los Angeles!

For the first time since 2019 ASTPS is returning to the West Coast!

The Los Angeles Accelerator Course is a unique opportunity for business
owners looking to expand their firms by adding tax resolution services, as well
as individuals seeking to enhance their marketability in the ever-evolving tax
industry. As a participant, you'll not only acquire valuable skills but also form
lasting connections with fellow professionals in the field.

This course focuses on:

- Setting up your tax resolution firm.
Starting a case: Investigation & Compliance.
Case analysis: Crafting a resolution plan.
Implementing your strategy.
Managing your tax resolution case.
Sales & Marketing for your firm.

With limited spots available for this in-demand course, interested profession-
als are encouraged to register as soon as possible to secure their place in the
upcoming Los Angeles ASTPS Accelerator Program!

Don't miss this unparalleled opportunity to elevate your practice and empower
yourself with the tools and knowledge necessary to excel in IRS representa-
tion. Mark your calendar for June 6th, and join the ASTPS for an unforgettable
learning experience at Long Beach!

Register now and learn more at pmercen
ASTPS.org/Accelerator Tax Problem



Spring Conference 2023

Thursday, May 11th 2023 | Virtual

Are you an Advanced Practitioner?

The IRS is constantly evolving and changing. It's up to practitioners like you to
stay up to date on the latest best practices to best serve your clients.

Our Advanced Conference Series exists for one reason — to help you increase
your tax resolution confidence and capabilities. We want to help make you as effi-
cient, effective, and profitable as possible!

The Spring Conference is your chance to hear presentations on hot topics and
receive critical updates that effect your IRS representation business. The one day
event will be jam packed with a total of 5 presentations taught by 5 different in-
structors. Set aside just one day to gain skills and knowledge to help you better

represent your clients before the IRS.

The “Last Known Address” Rule
Presented by LG Brooks, EA, CTRS (1 Hour)

Negotiating With The IRS
Presented by Steve Klitzner, ESQ., CTRS (1 Hour)

Protecting Your Client from the IRS

Reducing a Tax Lien to Judgement
Presented by Angelene Wierzbic, EA, CTRS (2 Hour)

Register now and learn more at
ASTPS.org/Spring

Tell Tale Signs of Bad Clients
Presented by Larry Lawler, CPA, EA, CTRS (1 Hour)

Best Practices For Mitigating An IRS

Levy Or Wage Garnishment
Presented by Billy Fauller, Ill, EA, CTRS (1 Hour)

American
Society of
Tax Problem
Solvers



Expert Strategies for
Avoiding OIC Blindspots
& Rejections

Angelene Wierzbic, EA,
CTRS

Offer in
Compromise
Basics

2023

What is an Offer in Compromise?
* An Offer in Compromise is a contract

Legal Definition of a contract:

* An agreement between parties creating
mutual obligations enforceable by law

American Society of Tax Problem Solvers



Where Can |
Find the
Contract?

Read the Form 656 Offer in Compromise for the
Contract Terms

* Updated annually (usually April)
* Changes made every year

e Current Version in Section 7 of the 656

2023

How Ca

2023

American Society of Tax Problem Solvers

n the IRS Oust an OIC?

American Society of Tax Problem Solvers



Return

Sent back to the t/p without being
evaluated for acceptability. If it is
returned it is considered not
processible.

**No Appeal Rights**

2023 American Society of Tax Problem So\ve“gg‘m\f"‘“‘

pov (C
o2 s

Rejection

IRS considered the OIC processible,
reviewed the calculations and determined
that the t/p:

* Could pay more than the OIC calculation, or

* Could full pay, or

* Accepting the OIC is not in the best

interest of the government.

T/p has right to appeal

2023 American Society of Tax Problem o™
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Default

* The t/p fails to meet the terms of
the contract. After the OIC is
accepted, the t/p does not keep
up with their contractual
obligations.

customer at least
saves me on
marketing...

* The t/p’s debt is reinstated plus
accrued penalties and interest to
date with no appea| nghts Tammy, | told you to pay by the deadline

and not to fill out for that Online
Payment Agreement.

_ American Society of Tax Problem Solvers 7

The Contact:
What is Each
Party Giving Up In
an OIC?

2023 American Society of Tax Problem Solvers 8
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2023

2023

Allow the acceptance of the agreed
amount for the tax periods listed on
the Form 656

Foregoing the right to continue
collection in most cases

Releasing liens upon full payment

American Society of Tax Problem Solvers

Possibly release of levy
when OIC is processable

Guaranteed Acceptance
Terms (24-month Rule)

American Society of Tax Problem Solvers

The IRS

The IRS

10
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The
Taxpayer

2023

The
Taxpayer

2023

Offers to pay all available equity
and some future income to settle
their tax debt

Agree to future compliance

Agreeing to extend the SOL

American Society of Tax Problem Solvers

No ability to dispute the debt

Potentially giving up refunds
during the processing of the
OIC (hardship acceptation)

Allows the IRS to keep funds
submitted during the OIC

American Society of Tax Problem Solvers
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IRS/Taxpayer Agreed
OIC Calculation

2 Aspects to calculate an OIC
Taxpayer Income
* Less Expenses

* Health & Welfare or
* Production of Income
* Inclusion of Standards

* National Standards are givens
* Less Exclusions * Local Standards are limitations

Less Tax Implications * Net leftover income is multiplied by
12 or 24 month Factor

Taxpayer Asset Values
* Liquid assets at 100% value
* Non-Liquid assets reduction (20%)
* Less Encumbrances

2023 American Society of Tax Problem Solvers 13
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IRS Foregoes Right to Collection

@& |RS will write off remaining balances after
the OIC is paid in full

@& Settles the debts for good unless the t/p
defaults

2023 American Society of Tax Problem Solvers 14
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IRS Releases Liens IRM5.19.7.8.9

T IRS will release lien within 35 days if
final OIC payment

 If t/p has not full paid OIC and sells
property IRS may be entitled to full
proceeds to pay the liability

T If t/p defaults, IRS may revoke
Certificate of Lien Release

2023 American Society of Tax Problem Solvers 15

15

IRS Releases Levies IRM5.19.7.85

% |IRS will generally release levies once the OIC is
deemed processable

% If continuous levy (ex: wages or social security)
the IRS has the ability to decide to retain or
release the levy

2023 American Society of Tax Problem Solvers 16
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IRS Deemed Acceptance of OICs

If IRS receives your OIC, deems it processable
and does not respond within 24 months of
receipt, it is automatically accepted

2023 American Society of Tax Problem Solvers 17
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Taxpayer to Maintain Future Compliance

© T/p agrees to file and pay timely for 5 future years
including the year of acceptance

@ No Installment Agreements or additional OICs
during that time period

G Any tax years/debts omitted from the OIC need to
be promptly paid

2023 American Society of Tax Problem Solvers 18
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Taxpayer Allows IRS to Extend the
Statute of Limitations

©

T/p agrees to extend the Assessment statute
for the time the OIC is pending plus 1 year

©

T/p agrees to extend the collection statute for
the time the OIC is pending
¢ Additional 30 days if rejected

Q Plus, any time in appeals

2023

American Society of Tax Problem Solvers 19
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Taxpayer Loses Ability to Dispute
the Debt

@ T/p gives up right to claims or refund or ability
to challenge the debt in court after
acceptance

m T/p cannot file amendments on years settled
inan OIC

m T/p agrees not to file amendments while OIC
is pending

2023 American Society of Tax Problem Solvers 20
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% Taxpayer Gives Up Refunds

= Refunds are not considered payments

= T/p will return any amendment refunds in
30 days if amended return was pending
prior to OIC submission

= |RS will keep refunds while OIC pending
unless hardship exists —IRM 5.19.7.10

2023 American Society of Tax Problem Solvers 21

21

Taxpayer Allows the IRS to Keep
Payments

$ T/p cannot get back any OIC payments made even if
rejected or t/p withdraws OIC

$ If t/p overpays on last payment IRS will keep extra
funds

$ If the IRS erroneously offsets a refund for the
acceptance year, the t/p can either apply as a
payment toward the accepted OIC or refunded.

PO"iI‘Ig Ql.lestiOI'I I American Society of Tax Problem Solvers 22
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Things that will
get your Offer
returned before
processing

American Society of Tax Problem Solvers

Compliance

12
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Compliance
Aspect #1

File all necessary returns

Policy statement P 5-133
allows for t/ps to be
complaint by filing the most
recent 6 years, unless
managerial approval allows
a Revenue Officer to ask for
older years. IRM 1.2.1.6.18

2023 " ‘American Society-of Ta%, Problem Solvers

Compliance
Aspect #2

The IRS wants to see the t/p
stays current. They must
have adequate:

* Estimated tax payments
or Withholding

2023 " ‘American Society‘of _Ta.xv Problem Solvers
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Compliance
Aspect #2

For businesses with
employment taxes, they
must be current in this
quarter plus have paid the
tax in the prior two
quarters.

2023 " ‘American Society-of Ta%, Problem Solvers

Hidden Compliance
Issues

Outside entities or t/ps
affiliated with the one
requesting the OIC must be
compliant

» Shareholder/Partner

Compliance
* Officer Compliance
* Fiduciary Compliance

2023 " ‘American Society‘of _Ta.xv Problem Solvers
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No Tax Liabilities

* If there are no assessments
with a balance on account
when the IRS receives the
OIC for processing

* At least one assessment

must be in place to request

the OIC.

29

Also, when the
Judicial Branch or
an outside
department can
oversee the case

30

15



Bankruptcy

* Debts to be resolved in Bankruptcy
Court

* If t/p files Bankruptcy before
accepted OIC paid in full IRS can
put in claim for full amount of Tax
Penalties & Interest

* Check the status Centralized

Insolvency Operations

800-973-0424

OIC is a great tool for post

bankruptcy debts

31

Civil or Criminal

Matter

If the IRS has referred the t/p, or
there is a Civil or Criminal matter
regarding any of the liabilities in
the hands of the Department of
Justice

32

16



Not Able to

Compromise

* Liabilities relating to
restitution

* Liabilities relating to income
under IRC §965 (tax relating
to deferred foreign income)

are unable to be resolved by

OlIC.

33

Open Audit

* Will return while audit is
pending

* DATC OICs can be accepted
during an open audit, BUT if
IRS appeals has a potential
chance at control of the case
then they will not proceed

* Audit needs to be resolved to

post assessments

34

17



Employment Taxes
&
Trust Fund Recovery Penalty

American Society of Tax Problem Solvers

Basics of
Employment
Tax Issues

Payroll taxes come in 2 parts
* Employee Responsibilities
* Federal Withholding
* Social Security
* Medicare

2023 of Tax Problem Solvers
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Basics of
Employment
Tax Issues

Payroll taxes come in 2 parts
* Employer Responsibilities

* Social Security Match

* Medicare Match

* Federal Unemployment

2023

Trust Fund

Recovery Penalty

(TFRP)

The business is required to
make sure the employee
taxes make it to the
government

If they do not, IRS can assess
a Trust Fund Recovery
Penalty (TFRP) on any party
deemed responsible and that
willfully didn’t remit these
funds

2023

of Tax Problem Solvers
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TFRP Impact on
OICs 1rRM 8.23.3.6(3)

For OICs relating to businesses:

* If the employment taxes are
being settled, then either:

* The Trust funds must
have been paid by the
business, or

* TFRPs must be assessed,
or

* TFRPs have been

submitted by collections
for assessment

2023 of Tax Problem Solvers
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Other Reasons for
an OIC Return

2023 American Society of Tax Problem Solvers 40
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Payment Terms
IRM 5.19.7.2.1

* T/p missing a payment could cause a
return, withdrawal or default
* Possible payment terms

* 24 monthly payment

¢ 20% down and remainder within
5 months of acceptance

* Low-income certification & full
pay within 5 months of
acceptance

2023 Problem Solvers

OIC Returns

* The t/p did not include the filing
fee, 20% down for cash offers, or
15t monthly payment for periodic
payment OICs

* If the t/p does not qualify for low
income and does not submit
payments.

* OIC will be returned if not
corrected within 30-day grace
period.

2023 Problem Solvers
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OIC Returns

T/p filed DATL & DATC OICs at the
same time/or filed one while the
other was open IRM 5.8.10.14

* |IRS may return one or both of
the OICs based on
processability

* T/p may be required to
withdraw DATC OIC if DATL is
being processed and
reviewed

2023
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Problem Solvers

Bad OIC Returns

Frivolous Position- IRM 5.8.10.13
* Subject to $5,000 penalty

Solely to Delay

* OIC used to stop collections when
t/p not truly eligible

¢ Revenue Officer can issue Form 657

American Society of Tax Problem Solvers 44
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OIC Defaults

2023 American Society of Tax Problem Solvers 45
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Non-Compliance

* T/p does not maintain the
5-year filing & payment
compliance window after
acceptance.

* If the t/p requests an
installment agreement
during the compliance
window it defaults the OIC

2023 American Society of Tax Problem Solvers 46
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Amendments

Per the OIC contract if the t/p
files an amended return for any
tax year listed on the form 656,
it is grounds for termination of
the OIC.

2023 American Society of Tax Problem Solvers 47
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Refusal to Return Erroneous
Refunds kv 5.19.7.10.2

If the IRS sends the t/p a refund in
error, they will contact the t/p by
mail. If the t/p does not return
the refund back to the IRS, they
will deem the OIC defaulted.

2023 American Society of Tax Problem Solvers 48
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Death of a Taxpayer Can
Default an OIC IRM 5.19.7.4.7

* If t/p dies and the OIC was
accepted but not paid, or

* OIC was accepted, paid, but t/p
didn’t make 5-year compliance
window, or

* Onajoint OIC and the deceased
t/p’s spouse is not in compliance

2023 American Society of Tax Problem Solvers 49

49

Recission of an Offer
IRM 5.19.7.4.14

If the t/p provided false
documents, information,
concealed assets or made
mistakes of material fact the
IRS can default the OIC

2023 American Society of Tax Problem Solvers 50
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Key Take Aways:

1. OIC is a contract

2. Keep your clients
compliant

3. Watch for issues
before you extend the
SOL with an OIC

Following up with
your clients could
be the difference
between a good OIC
and a bad one

SUCCESS
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Next Free Class:
Thursday, June 1st

2pm Eastern | Tpm Central
12pm Mountain | 11am Pacific

Can’t make it live? Become a member and
get access to the recordings of all of our live
monthly trainings!

ASTPS.org/Membership
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