
Tax Rep Live: San Antonio

Eric L. Green, Esq.

Resolving Cases Like a Tax Rep Hero
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 Managing partner in Green & Sklarz LLC, a boutique tax firm with 
offices in Connecticut and New York.  

 Focus is civil and criminal taxpayer representation before the 
Department of Justice Tax Division, Internal Revenue Service and 
state Departments of Revenue Services.  

 Eric is a contributing columnist for Bloomberg Tax and has served 
as a columnist for CCH’s Journal of Practice & Procedure. 

 Attorney Green is the past Chair of the Executive Committee of 
the Connecticut Bar Association’s Tax Section.  

 Eric is a Fellow of the American College of Tax Counsel (“ACTC”). 

Eric Green, Esq.
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• Eric is the host of the weekly Tax Rep 
Network Podcast

• Eric is the founder of Tax Rep Network, an 
online community designed to help tax 
professionals build their IRS Representation 
Practice

• He is the author of the Accountant’s Guides 
in IRS Representation

• Partnered with UConn and creator of the IRS 
Representation Certificate Program

• Creator of the Tax Rep App

Eric Green, Esq.
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 Please do the polls

 We will email you a link to claim your certificate tonight or tomorrow

 EAs – put your PTIN in when you claim your certificate

 Try to stick with us on our schedule (CST)

a. Coffee break around 10:30

b. Lunch at 12:00 pm

c. Coffee Break around 2:30 pm

Online Audience
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1. Challenging the Collection Statute 
Expiration Date (CSED)

2. The Offer Analysis: What Needs to 
Happen Before the Offer is Filed?

3. The In-Business Offer-in-Compromise: 
Compromising the Company Debts

4. Notice of Deficiency – Avoiding the Fraud

5. Notice of Deficiency – using industry 
standards

6. S Corp Reasonable Compensation

7. Obtaining a refund after three years for 
financial disability

8. Collection against the Attorney’s estate

9. The deceased with no records

10. The Estate’s Offer-in-Compromise

11. Sale of interest to wife at a discount to 
set up the Offer-in-Compromise

12. Whistle While You Work

Agenda
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 Back at Mohegan Sun

 11/30/23 (QU) and 12/1/23 
(Mohegan)

 Free for Members

 https://irsrepconference.com

10th Annual NE IRS Rep Conference
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Vegas was a great time…
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 12/13/23 – 12/15/23

 Drury Plaza Hotel – Disney Springs

 Members pay cost

 Includes breakfast, cocktail reception 
and wifi

 https://taxrepllc.com/2023-summit

Orlando will be even better!!!!
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Coffee Break
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The Current IRS Landscape
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 Enforcement Notices (threat 
to levy) will start going at the 
end of August

 Soft notice to be sent first

 Tidal wave of work is coming

Current Landscape
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 The backlog of mail is now caught up;

 The CP-14 Notices (Balance Due) that have been paused will go 
out at the end of May to roughly 8 million taxpayers;

 The Taxpayers who owed balances before and are due for 
enforcement action will probably first receive a refresh notice 
before levy action is taken;

 The enforcement notices will be sent out in waves to avoid 
overwhelming the Collection Phone Lines, The Office of Appeals, 
and the Taxpayer Advocate, all of which will see their phone 
lines light-up when taxpayers start scrambling when they open 
the mail

Enforcement Is Ramping Up
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The IRS Collection Process
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IRS Collection Process

• Assessment of the tax

• 10-Year Collection Statute

• Billing Notices

• Threat to levy and right to a hearing

• Appeals (CDP, Equivalent, CAP)

• Resolution
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 Taxpayer should voluntarily file their own return

 Otherwise IRS will do it for them 

Goal?
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Assessment, Billing & 
Collection
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IRS Collection Process: 10-Year Statute

• Pursuant to IRC §6502 the IRS has 10 
years to collect a tax debt

• The 10-year statute begins upon the 
date of assessment, not the date of 
filing

• There are a number of actions that will 
toll, or suspend, the collection statute

G&S
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IRS Collection Process: 10-Year Statute

• Taxpayer files bankruptcy—IRC §6503(h)

• The time for a bankruptcy plus six months!

• Filing of a Collection Due Process hearing request—Regulation 
§301.6330-1(g)

• Filing of an Offer in Compromise—Regulation §301.7122-1(i)

• Pending Installment Agreement — IRC §6331(i)(5)
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Transcripts

• This is why we pull transcripts

• How much time remains will drive the decision on how to resolve 
the tax debt

• Need to review the Transcripts for things the taxpayer has done 
that may have tolled (extended) the statute
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Pull Transcripts
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Calculate CSED Dates (THS)
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 Critically important to check these

 More often we find the Transcripts/Mod A are inaccurate

 There are ways to challenge

Transcripts
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 Can use THS..

 But confirming is critical

 Hand calculating is still our rule (after consulting with 
THS)

How do we know they are wrong?
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Richard and the CSED Issue
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 Richard is an attorney

 Runs up considerable debt between 07-2010 with PI 
cases and no estimated tax payments made

 He receives his Final Notice of Intent to Levy on 
2/20/2012, does not request the hearing 

 He submits a 433 on 2/17/2014

Meet Richard
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 He is deemed to be uncollectible on 7/1/2014

 He incurs another debt on 2015

 Receives a threat to levy and submits a new 433 on 
3/21/2018

 Is placed in an IA for $3,000 a month on 4/10/2018

 Has been paying religiously ever since

Meet Richard
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 Richard reads your blog entry about the 10 year statute

 Sets up a consult and pays the $1,500 for the analysis

 Believes his debt has expired

Meet Richard

28

 Review the transcript

 Take 15 minutes

 Let’s discuss what you 
think?

Meet Richard
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 What steps should we take to confirm the issue?

 What options are there to challenge?

 Next Steps….?

Great – we want to challenge
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 File the FOIA (Exhibit) through the online portal: 
https://foiapublicaccessportal.for.irs.gov/app/Home.aspx

 Call ACS and submit the issue (Letter – Exhibit)

 911 or DATL? (see Exhibits)

 All payments since 5/17/22 need to be applied to 2015 
(14 months x $3,000 = $42,000)

Steps?
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Joe, The Tax Levy and CSED
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 Joe files his 2007 tax return 

 He owes $28,869 plus penalty and interest on 11/17/08

 On 5/16/11 the IRS makes an adjustment adding $16,051 

 Joe read online that the debt is supposed to expire after 
ten years and believes this debt should be written off

 Comes to you for advice, and pays the $1,500 consult fee 

Now Meet Joe
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IRS Balance

34

IRS Mod A
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Review the transcript and do the 
analysis

36

Has it expired?
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Event Date Tolling (add. Days)

Original Assessment 11/17/08

Collection Due Process 12/30/08 30 days

Pending IA - Established 3/19/09 – 6/2/09 75 days

Additional Assessment 5/16/11

Pending IA - Established 10/31/13 – 12/6/13 36 days

Collection Due Process 2/3/15 30 days

Pending IA - Removed 3/25/15 – 12/13/15 263 days

Analysis
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 Original Assessment CSED ran 3/2/2019

 Additional Assessment CSED will run 4/10/2022

 Went to TAS

CSEDs
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Please see enclosed form 911 regarding TAXPAYER. The taxpayer filed a return 
with a balance due on tax year 2007. The IRS later audited and created an 
additional balance. The original return balance has since expired but the IRS 
continues to levy based on both the original return balance and audit balance. 

We would like to request the IRS correct the balance due to reflect the audit 
balance, the funds levied after 3/2/19 be applied to the audit portion, and the 
levy be released. We would also like to request a hold on collection until the 
balance is corrected so the client can borrow funds and pay off the balance. 

To TAS
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TAS Agrees

39

40



41

The O ffer-in-Com prom ise Analysis

42

 Joe arrives with the following:

 He owes $60,000 for tax year 2020

 He has a job now earning $75,000/year

 He is single, no children, 45 years old

 He owns 3 LLCs: one for painting, one for house flipping, 
one for real estate management (all empty doing $0)

Meet Joe
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 Cash of $7,700

 IRA with $5,000

 Toyota Camry, $450/month lease

 2008 Ford F150, worth $4,000

 Camper, 20 years old, worth $6,000

Meet Joe: Assets
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 He rents his apartment in New Haven for $2,200

 Utilities monthly are $350

 He is in good health and has $10/month of prescriptions

 His health insurance is $500/month through his employer

Meet Joe: Expenses
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433-A

Joe

Income Actual Expenses Actual Allowable

Wages (yourself) $      6,250 Food, Clothing and Misc $         841 $      841 

Wages (spouse) $             - Housing & utilities $     2,550 $   2,245 

Interest - Dividends $             - Vehicle Ownership $         450 $          -

Net Business Income $             - Vehicle Operating Costs $         298 $      298 

Net Rental Income $             - Public Transportation $            - $          -

Distributions $             - Health Insurance $         500 $      500 

Pension/Soc Sec (taxpayer) $             - Out of Pocket HealthCare $           10 $         79 

Pension/Soc Sec (spouse) $             - Court ordered pmts $            - $          -

Social Security (taxpayer) $             - Child/Dep Care $            - $          -

Social Security (spouse) $             - Life Insurance $            - $          -

Child Support $             - Current Year Taxes $     1,563 $   1,563 

Alimony $             - Secured Debts $            - $          -

Other Income $             - Delinquent State Taxes $            - $          -

$             - Student Loans $            - $          -

$             - Total Living Expenses $     6,212 $   5,526 

Total $      6,250 Net Difference $           39 $      725 

RCP Analysis

Income $      6,250 

Expense $      5,526 

Monthly Available $          725 

CSED - 96 months $    69,552 

Assets

Cash $      2,175 

IRA $      4,000 

Ford 150 $      3,200 

Camper $      4,800 

RCP $    83,727 

No OIC
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 IRS will want a 433-A on Joe

 A 433-B on all three LLCs

 A P&L on all 3 LLCs

 Bank statements and support on Joe and all 3 LLCs

Meet Joe: The Real Estate Mogul
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Ideas?

The Plan
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 Dissolve empty LLCs

 Sell camper and truck – use proceeds to pay us, and now 
Camry lease will be allowable

Clean-Up
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Joe Now:

Joe - Cleaned Up

Income Actual Expenses Actual Allowable

Wages (yourself) $      6,250 Food, Clothing and Misc $         841 $      841 

Wages (spouse) $             - Housing & utilities $     2,550 $   2,245 

Interest - Dividends $             - Vehicle Ownership $         450 $      450 

Net Business Income $             - Vehicle Operating Costs $         298 $      298 

Net Rental Income $             - Public Transportation $            - $          -

Distributions $             - Health Insurance $         500 $      500 

Pension/Soc Sec (taxpayer) $             - Out of Pocket HealthCare $           10 $         79 

Pension/Soc Sec (spouse) $             - Court ordered pmts $            - $          -

Social Security (taxpayer) $             - Child/Dep Care $            - $          -

Social Security (spouse) $             - Life Insurance $            - $          -

Child Support $             - Current Year Taxes $     1,563 $   1,563 

Alimony $             - Secured Debts $            - $          -

Other Income $             - Delinquent State Taxes $            - $          -

$             - Student Loans $            - $          -

$             - Total Living Expenses $     6,212 $   5,976 

Total $      6,250 Net Difference $           39 $      275 

RCP Analysis
Income $      6,250 
Expense $      5,976 
Monthly Available $          275 

CSED - 96 months $    26,352 
Assets
Cash $      1,725 
IRA $      4,000 
Ford 150 - Sell $             - Use to pay our fees
Camper - Sell $             - Use to pay our fees

RCP $    32,077 OIC
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 Analysis is partly for RCP

 Partly for identifying issues we need to clean up (LLCs, 
truck knocking out the car payment)

 Is compromising away $25,000 worth the $2,500 
analysis?

Joe - Summary
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In-Business Offers

52

 Are extremely difficult

 IRS will also consider the “going-concern” value fo the 
business (i.e. business valuation: is the whole greater 
than its individual parts)

 Assets: income producing or non-income producing 

In-Business Offers
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Income Producing Assets

If… Then…

There is no equity in the assets There is no adjustment necessary to the income 
stream.

There is equity and no available income stream 
(i.e. profit) produced by those assets

There is no adjustment necessary to the income 
stream. Consider including the equity in the 

asset in the RCP.

There are both equity in assets that are 
determined to be necessary for the production of 

income and an available income stream 
produced by those assets

•Compare the value of the income stream 
produced by the income producing asset(s) to 

the equity that is available.
•Determine if an adjustment to income or 

expenses is appropriate.

An asset used in the production of income will be 
liquidated to help fund an offer

Adjusting the income to account for the loss of 
the asset may be appropriate.

A taxpayer borrows against an asset that is 
necessary for the production of income, and 
devotes the proceeds to the payment of the 

offer

Allow the loan payment as an expense and 
consider the effect that loan will have on the 

future income stream.
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 Assets – Income Producing? – IRM 5.8.5.15

 As a general rule, equity in income producing assets will not be 
added to the RCP of a viable, ongoing business; unless it is 
determined the assets are not critical to business operations.

~ Exception: Include equity in real property in the calculation 
of RCP.

 Business as a Going Concern – IRM 5.8.5.17

Tricky About In-Business Offers
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 Meet Marc

 Marc runs a company that is being backed by Venture 
Capital ($19 million to date with another $50 million 
committed)

 The income is all over the place, swinging from $2 million 
profit to $3 million of loss, year to year 

Marc A. Case
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 The company was appraised at $976,066 a year before

 Current profit and loss shows a loss of over $1.2 million

 Marc is allowed a draw by the VC of $15,000 per month 
which barely covers his allowable expenses

 Marc owes $5.7 million to the IRS due to phantom 
income on his K-1

Marc A. Case
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 He has two former companions who are the mothers of 4 
other children

 His financial information is the following:

Marc A. Case
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433-A OIC

Future Income Analysis

Income Actual Expenses Allowable

Wages (yourself) Food, Clothing and Misc $   1,650 

Wages (spouse) Housing & utilities $   3,286 

Interest - Dividends Vehicle Ownership

Net Business Income $    15,000 Vehicle Operating Costs $      500 

Net Rental Income Public Transportation

Distributions Health Insurance

Pension/Soc Sec (taxpayer) Out of Pocket HealthCare $   1,773 

Pension/Soc Sec (spouse) Court ordered pmts $   5,091 

Social Security (taxpayer) Child/Dep Care $   1,413 

Social Security (spouse) Life Insurance

Child Support Current Year Taxes $   2,539 

Alimony Secured Debts

Other Income Delinquent State Taxes

Student Loans

Total Living Expenses $ 16,252 

Total $    15,000 Net Difference $  (1,252)
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 The financial is nonsensical

 His paper income is meaningless

 Now what?

Marc A. Case
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 P&L and Balance sheet make no sense

 Future income is Zero

 The only thing is the enterprise value – Offer based upon 
80% of the appraised value

 VC Agrees to fund if accepted 

Our thoughts
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 Submitted

 Denied because IRS averaged the income and came up 
with huge future income of over $3 million

 See attached Income/Equity Tables

See attached OIC documents
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 Agreed future income was nonsensical

 Wanted confirmation in VC agreement that VC was not 
responsible for tax payments

 Once confirmed agreed to accept Offer!

Appeals
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The Exam: Avoiding the Fraud
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 Potential client is an engineer

 Self-Employed, though works for one bank as an 
independent engineer

 Has received an audit notice

You get a call
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The Notice
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 Works from home, with a 
large home office

 His job is to review 
construction projects that 
the bank is lending for

 Travels constantly

His business
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 CPA is away on vacation

 Realized his excel spreadsheet had a mistake and he has 
been under reporting his income by around $300,000 per 
year (reporting $400,000 instead of $700,000)

 Ooops

Tells us the following
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 Is in Ireland

 Tells me on the call that he called the auditor and asked 
for more time as he was away

 She told him that if the taxpayer did not bring the records 
she would simply disallow the expenses and issue the 
Notice of Deficiency – he could go to court if he liked 

The CPA
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CPA Asks What to Do?

So…..
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Step #1: Get a Criminal Tax Attorney 
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 Where’s the fraud?

 How likely is it to be discovered

 Shadow investigation by Kovel is required

Ket to dealing with an Eggshell Audit
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Attorney 

Accountant – IRC Section 
7525

5th Amendment

Privilege
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Beware too much information

The shadow investigation

Criminal?  Maybe not …

The luckiest man in Connecticut! 

Identifying the Sensitive Areas
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United States v. Kovel

What is a Kovel accountant

Timing Issues

Issues with using the preparer

Dummy Accountants

Kovel Accountants
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 Kovel is a former RA

 Hired by a law firm to assist

 Government finds out and subpoena’s Kovel

 He refuses to provide information, citing attorney-client 
privilege

 Government argues he’s not an attorney, doesn’t apply

US v. Kovel
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 Client speaking a foreign language, the interpreter hired 
by the attorney would be privileged

 Same analogy works here

 If the accountant is hired BY THE ATTORNEY, everything 
he/she learns from then on is privileged

Appeals Court in Kovel
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 This letter confirms your engagement, and that of your firm, ______________, by my law firm to assist me 
in connection with a the tax issue and potential civil and criminal tax issues relating to the above-named 
client. 

 You are hereby engaged to assist me under the terms agreed and pursuant to U.S. v. Kovel, 296 F.2d 918 (2d 
Cir. 1961). Any books, records, papers or documents belonging to the client and received by you shall 
remain the property of the client. All memoranda, work papers, or other documents received by you in the 
course of this engagement shall be and remain the property of my law firm. 

 All memoranda, work papers, or other documents prepared by you in connection with this engagement 
shall become the property of my law firm immediately upon their preparation…..Upon completion of the 
engagement all such work papers, memoranda and other documents in your possession shall be returned to 
us

 For the three years following the closure of this assignment you agree to not take the taxpayer on as a client 
in any other capacity.

Kovel Letter
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 Client/CPA will be asked if all income is properly reported, 
either admit or lie

 Bank deposits will be tied to the return, fraud will be 
obvious 

If we meet with the auditor….
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 Review everything – expenses missed? (rental property 
story)

 Present it as an ‘oops, sorry’ and hope it stays civil

 Do nothing

Ideas?
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Do Nothing!
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 Notice of Deficiency is issued

 All expenses are denied

 90 days to file in Tax Court

What happens?
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The Petition
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Petition continued

84

Petition continued
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Receipt (in 2017)

86

Government’s Response
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 Appeals will only look 
at what we raised –
the expenses

 Income (or 
unreported income) 
is a non-issue

Submit the Documents for the expenses
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The Result
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Stipulated Decision

90

 Avoided tax on $900,000 of unreported income

 Avoided a 75% civil fraud penalty (or the accuracy penalty 
on 2015!)

 Avoided a criminal referral!

Client is thrilled

89

90



91

 Get a criminal tax attorney involved!

 If the audit is not in the taxpayers best interest, consider 
suing the IRS’s aggressiveness against them

 Let them issue the NOD 

The lesson
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Industry Standards
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 One method of looking at reasonableness of the 
taxpayer’s numbers

 Are unreliable

 Are often outdated

 Feel free to challenge them

Industry standards
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Daycare owner had a stroke

Audit notice was not responded to

Auditor took an industry standard (day cares get 30% of their 
payments by credit card)

The Daycare that Did Not Respond
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The Daycare that Did Not Respond
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We meet with them

How to disprove the additional income?

Daycares are licensed by the state – certain number of children

The Daycare that Did Not Respond
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Town has prints and layouts of 
the building

Provided above plus proof of 
payments

This day care is in an extremely 
wealthy area so parents just 
leave credit cards on file for 
monthly charging

The Daycare that Did Not Respond
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Town has prints and layouts of the building

State has documentation for limits on the number of children

This allows us to prove the maximum number of children (our 
population)

The Daycare that Did Not Respond
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Provided above plus proof of payments by month, matches to the 
names of the children, matched to the 1099-K

This day care is in an extremely wealthy area so parents just leave 
credit cards on file for monthly charging

File the Tax Court Petition

The Daycare that Did Not Respond
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Government Responds

Sent to Appeals

Submit documentation

Response
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State and town paperwork – setting the population

The proof that the children’s care was paid for by credit card

1. The rolls for the children

2. The charges for each child

3. The 1099-K tied into the charges

Documentation
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Appeals abates the adjustments

No change audit

Result
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 Shop open 6:00 am – 11:00 pm

 Audited 

 Auditor shows up at 8:00 am and leaves 
at 11:00 am

 Comes up with 90% cash 

 Projects this vs 1099-K and comes up 
with $300,000 if income tax due with 
penalties and interest

The Pizza Shop Observation

104

Auditor noted that pizza places are “cash intensive”

Found an article online from the prior year that due to online 
ordering pizza restaurants are now 92% credit card

First Issue is the Audit

Observations are great but the auditor must observe the ENTIRE 
TIME, otherwise it is skewed

Industry Standards
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Morning is bagels, newspapers, coffee (Cash)

Lunch is slices, sandwiches, sodas (mix of cash and credit)

Night is pizzas, salads, dinner platters, beer and wine (almost entirely 
credit)

The vast majority of the dollars in are credit

Appeals reduced the liability to $8,900, no penalty

The Pizza Shop Observation

106

Helpful, but

Must be up to date

Technology is changing everything

Cash businesses are not really anymore 
(cabs/uber/lyft, Pizza/slice, 
arcades/laundromats now have credit 
cards, etc)

A Comment on Industry Standards
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Reasonable Comp and S Corps

108

Distributions of S Corp profits are generally preferred by owners 
over wages due to the absence of payroll taxes on distributions. 

However, the IRS mandates that S Corp shareholders that provide 
substantial services receive reasonable compensation. 

If an S Corp owner provides services, they must receive payment 
equivalent to the replacement cost or fair market value for those 
services. 

S Corporations
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Had a substantial practice where he prepared corporate and 
individual tax returns. 

He did not do any bookkeeping or payroll for his clients.

Among his clients were around twenty S Corporations that did not 
take any salary.

Bob sent annual reminder letters about the IRS's requirement for 
reasonable compensation.

Meet Bob
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Instead of targeting the taxpayers, the IRS focused on Bob himself. 

The IRS used the letters against him.

Claimed it showed he knew the returns were false.

This is nonsense – it’s not the CPAs job to make the client take a 
reasonable salary – returns were accurate as filed.

Meet Bob
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The IRS charged him with negligence and reckless disregard penalties 
under IRC § 6694 totaling $126,000. 

Although the entire situation seemed baseless, Bob was forced to defend 
himself, incurring significant legal fees of $25,000.

Ultimately the case was settled with the government keeping the 15% he 
paid down and sought as a refund.

Total cost: $126,000 x 15% = $18,900 + $25,000 in legal fees = $43,900

Meet Bob
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Don’t send letters to clients who don’t take reasonable comp.

Fire them.

Clients need to take reasonable comp.

They pay for this.

Lesson
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Requires careful consideration of the shareholder employee's 
qualifications,

Employee’s responsibilities, and 

The services rendered.

Arbitrary salary figures without credible research or documentation 
are unlikely to be considered reasonable by the courts – David E. 
Watson, P.C., v. United States

How do you determine Reasonable Comp?

114

We use RCReports

https://trn.rcreports.com (Save $100)

Clients pay for this ($500 - $1,000/year).  If you relationship bill, 
build this into your monthly/annual fee

Audit?  Need the report to see how bad the salary is off…

Creates the annuity….

Sample Report is included

Lesson
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Refund Statute: 

Three Years/Two Years…?
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Taxpayer comes to see me and Bob Percy

They are in Tax Court and are arguing with the IRS that they are 
owed $50,000.  IRS says they owe $70,000

They did not file 2002 – 2008.  

IRS pursues them and they file them all in November 2009

Balances are as follows:

A Tax Court Story

115

116



117

A Tax Court Story

Tax Year Balance Due

2002 ($30,000)

2003 ($25,000)

2004 ($47,000)

2005 ($18,000)

2006 $(2,000)

2007 $40,000

2008 $32,000

118

Wife, the bookkeeper, never filed because she knew they were overpaid 
so why worry about it

They add everything up and come out with a $50,000 refund

 IRS disagrees

We ask if there were any health issues or other issues that arose that 
would explain the non-compliance, they deny there was anything

A Tax Court Story
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 IRS disallows 2002 – 2005, as beyond three 
years

 IRS adds up 2006 – 2008 and comes out with 
a balance of $70,000 owed

 IRS is correct

Was not a happy day for them

A Tax Court Story
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Arlene comes to us after the IRS has been chasing her for her tax 
returns

The taxpayer files her 2011 tax return, showing a refund of $11,744, 
long with 2012 – 2015 in early 2017

IRS denies the refund as being past 3 years of the return due date or 
two years after payment (IRC § 6511(a))

Meet Arlene
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What questions do/should we ask?
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Filing history before 2011?  (Pull Transcripts)

What caused this?

Do you have documentation?

You didn’t file your taxes.  What about your other bills – were they 
paid on time?

Questions
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Arlene had a long history of tax compliance – never a problem prior 
to 2011

She had a history of being abused as a child and was getting help for 
PTSD 

Had issues with managing details and paperwork – her husband took 
care of all this

In 2011 her husband and her best friend die within a couple days of 
each other

Meet Arlene
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 She has a nervous breakdown

 Has a major depressive episode and is unable to handle 
many aspects of her life, including her finances

 Stops paying her bills

 Does not file her tax returns (despite being owed a large 
refund)

Meet Arlene
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 She was financially disabled under IRC § 6511(h)

(h) Running of periods of limitation suspended while taxpayer is unable to manage financial affairs due to disability.--

(1) In general.--In the case of an individual, the running of the periods specified in subsections (a), (b), and (c) shall be

suspended during any period of such individual's life that such individual is financially disabled.

(2) Financially disabled.--

(A) In general.--For purposes of paragraph (1), an individual is financially disabled if such individual is unable to

manage his financial affairs by reason of a medically determinable physical or mental impairment of the individual

which can be expected to result in death or which has lasted or can be expected to last for a continuous period of not

less than 12 months. An individual shall not be considered to have such an impairment unless proof of the existence

thereof is furnished in such form and manner as the Secretary may require.

The Argument

126

 Medical documentation – prove she actually had a 
medical issue that caused this

 Credit report/Past due notices – it wasn’t just the taxes 
that she didn’t take care of, but she was disabled and 
could do nothing financially related

 Proof of husband’s death/friend’s death – triggering 
events were real

Support
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 Submitted the attached letter

 No response from IRS

 However a refund check was 
sent to the client four months 
later

The Letter
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 Refunds may be obtained beyond three years

 Client has to prove financial disability

 Look at other financial matters beyond just the taxes for 
consistency

Takeaway
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The Attorney’s Estate

130

 Was an IP Attorney

 Traveled frequently back and forth to China

 Returns from China and within 2 days does not feel well

 Dies suddenly on March 4, 2012

Bill was an attorney
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 He owes the IRS $298,967 on his 2011 tax return, which is 
filed October of 2012, Married Filing Separate 

 At the time of his death his wife receives $4,000,000 from 
his tem life insurance policies

 She receives his IRA worth $37,900

 401K valued at $110,000 – loan o/s of $31,256

Bill was an attorney

132

 Probate is done, showing an insolvent estate

 Revenue Officer ultimately is assigned and threatens to 
go after the assets in the wife’s name because they 
clearly belong to the estate 

 Do they?

 File 12153 for CDP

Bill was an attorney

131

132



133

 Tax return was due 4/15, filed in October (on extension)

 Tax Lien under IRC § 6321 arises upon demand for 
payment – can the taxpayer delay this by late filing?

 IRA, 401K and insurance pass outside of probate…are 
they assets?

Initial Review
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What do you think the 

IRS is Entitled to?
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 I thought the IRS was entitled to the net IRA funds as 
those could have been cashed and there would be 
$10,000 remaining roughly after final expenses

 The term life insurance had no value that the IRS could 
have attached to, so bypassed the taxpayer and estate

 401K after the loan probably could not have been 
borrowed against

Eric’s analysis
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 Sent to DC to IRS Counsel

 They concluded the estate is insolvent and IRS gets 
nothing – wont take the $10,000 

 No conveyance by the taxpayer, both assets (IRA and 
Insurance) bypassed the probate estate

IRS concludes
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SO closes as CNC
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 Would need to file an OIC if wanted it to go away

 Surviving spouse wanted no part in filing an Offer and 
having yet more IRS employees review this

 Notices will be showing up for 10 years but CSED will 
ultimately expire

Estate
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The Decedent with No Records

140
140

The Deceased

• Administrator calls 

• Deceased was unmarried, no children

• Owns a house, found a safe with $50,000 in cash

• Has not filed a tax return in 20 years

• Dealt in cash

• Older pickup truck, no loan
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Personal liability 

• Administrator/Executor faces personal liability for distributions made 
when and if there is a tax liability

• Compliance: filed last 6 years of federal tax returns (see IRM §
1.2.1.6.18

• Compliance: CT State Voluntary Disclosure is only 3 years

• Request for Prompt Assessment – Form 4810

• Request for Discharge from Personal Liability – Form 5495

142

Any ideas?

Now What?
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Familiar with a Cash T Analysis

144
144

The Returns

• Used a 433-A (CIS) approach

• The IRS Collection standards

• Hard for IRS to argue with those!
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The Returns

• Took the 50K in the safe and added it 
to income evenly over the 6 years

• Based upon the bank balance we 
increased or decreased income 
accordingly

150
150

The Deceased

Future Income Analysis

Income Actual Expenses Actual

Wages (yourself) $            - Food, Clothing and Misc $       723 Standard
Wages (spouse) $            - Housing & utilities $    2,105 Actual

Interest - Dividends $            - Vehicle Ownership $         -

Net Business Income $      3,244 Vehicle Operating Costs $       274 Standard
Net Rental Income $            - Public Transportation $         -

Distributions $            - Health Insurance $         -

Pension/Soc Sec (taxpayer) $            - Out of Pocket HealthCare $       142 Standard
Pension/Soc Sec (spouse) $            - Court ordered pmts $         -

Social Security (taxpayer) $            - Child/Dep Care $         -

Social Security (spouse) $            - Life Insurance $         -
Child Support $            - Current Year Taxes $         -

Alimony $            - Secured Debts $         -

Other Income $            - Delinquent State Taxes $         -
Cash Accumulated (50k/72) $         694 Student Loans $         -

$            - Total Living Expenses $    3,244 

Total $      3,938 Net Difference $       694 
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Bank Balances

Beginning Balance Ending Balance Change 433 Income Tax Return

2014 $                 3,700.00 $                 6,400.00 $ 2,700.00 $47,256.00 $49,956.00 

2015 $                 6,400.00 $                 5,500.00 $   (900.00) $47,256.00 $46,356.00 

2016 $                 5,500.00 $                 8,400.00 $ 2,900.00 $47,256.00 $50,156.00 

2017 $                 8,400.00 $                 4,500.00 $(3,900.00) $47,256.00 $43,356.00 

2018 $                 4,500.00 $                 5,800.00 $ 1,300.00 $47,256.00 $48,556.00 

2019 $                 5,800.00 $               11,350.00 $ 5,550.00 $47,256.00 $52,806.00 

433 Income is $3,938 x 12 = $47,256

152
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Aftermath

• Filed returns with cover letter

• Certified mail slip came back, filed Request for Prompt Assessment 
(Form 4810) and Discharge of Personal Liability (5495)

• Waited 18 months than Administrator filed for court approved 
distribution

• Never heard from the IRS
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The Estate’s Offer-in-Compromise

154

 The “Estate” takes over in place of the taxpayer: it owns 
what they owned and it owes what they owed

 So taxpayer Jeff passes away in February 2023.  He owed 
the IRS $270,000 and the state of Connecticut $25,000

 His probate court filings are the following

Taxpayer Dies
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 Principal home: FMV $410,000, mortgage of $296,000

 Checking account: $19,000

 Miscellaneous personal property: $6,400

Inventory: List of Assets
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 Utility bills: $800

 Visa Credit Card: $1,673

 Federal Income Tax Debt: $270,000

 State Income Tax Debt: $25,000 

List of Claims: Debts

155

156



157

(1) Funeral expenses; 

(2) Expenses of settling the estate; 

(3) Claims due for the last sickness of the decedent; 

(4) All lawful taxes and all claims due the state of Connecticut and the United States; 

(5) All claims due any laborer or mechanic for personal wages for labor performed by such 
laborer or mechanic for the decedent within three months immediately before the 
decease of such person; 

(6) other preferred claims; and 

(7) all other claims allowed in proportion to their respective amounts.

Probate Court: Priority of Claims (CT)
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 Cash is wiped out with funeral and attorney fees

 Miscellaneous household goods are donated

 Taxes are next, and IRS is in first position

 Home is the only asset left

What’s left
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 Estate files an Offer-in-Compromise with IRS

 Son purchases the home for fair-market value (i.e. estate 
seeks a lien discharge to sell the home)

Options – which one?
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 It would be filed on a 433-A OIC, by the way (replaces the 
individual)

 OIC would be for: $410,000 x 80% = $328,000 - $296,000 
mortgage, or $32,000

 But what about CT?

If Estate does an OIC
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 No 80% QSV – probate court will want FMV

 $410,000 - $296,000 mortgage = $114,000

If Estate sells the property
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 Filed a compromise with CT for $1,000, settled it for 
$10,000

 Then filed an Offer with IRS for $32,000, which they 
accepted

Resolution
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Selling the Interest to the Spouse
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 Taxpayer has resolved their issue with the IRS

 Needs to sell his half od the condo to get the $ for his 
Offer

 We propose the sale to the lien unit, arguing for 80% QSV

Facts
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 Agree to sale

 Do not agree to the reduction

 Plus look online and realize the condo went up in value

IRS Response
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 They will agree, want the 50% of the current value of 
$102,226.50

 No QSV reduction

 Rationale – they have already seized it with the lien 
before the OIC was accepted 

IRS Counter-Offer
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 Money is sent

 He quitclaims his interest

 IRS sends the release

Taxpayer and Wife Agree
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BONUS:

Whistle While You Work
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The IRS will pay money to people who blow the whistle on persons who fail 
to pay the taxes they owe. If the IRS proceeds with an administrative or 
judicial action, against a taxpayer, based on information provided by the 
whistleblower, it can award up to 30% of the additional tax, penalty and 
other amounts collected, including criminal fines and civil forfeitures, and 
violations of reporting requirements.

Whistleblower

170

 The whistleblower must submit IRS Form 211 “Application for Award for Original Information” that is signed and 
submitted under penalties of perjury. 

 The Form 211 should contain the following:

1. A description of tax noncompliance including a written narrative explaining the issue

2. Information to support narrative such as location of assets, ledger sheets, receipts, bank records, 
contracts, emails, copies of books and records. 

3. Description of documents or supporting evidence not in whistleblower’s possession, and their location. 

4. Explanation of how whistleblower became aware of information.

5. Description of the whistleblowers present or former relationship to the subject of claim.

Claim Process
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Form 211
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 If the information is speculative, not credible, not specific, 
the IRS will send the whistleblower a claim rejection. 

 If the IRS decides the claim should be further investigated, 
it will be forwarded to a Subject Matter Expert for review. 

 An expert may or may not debrief the whistleblower about 
the information submitted.

 On average, it is taking 10 years or longer to complete the 
claim process.

What to Expect
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Claim Received

174

Case Referred
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Status Update
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Claim Rejected
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Collections Happening!

178

 Government does not have to act

 These things take a long time

 Based upon what is exactly collected

 You may not get anything

 IRS almost always wins in Tax Court – complete discretion

Takeaways
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 Back at Mohegan Sun

 11/30/23 (QU) and 12/1/23 
(Mohegan)

 Free for Members

 https://irsrepconference.com

10th Annual NE IRS Rep Conference

180

 12/13/23 – 12/15/23

 Drury Plaza Hotel – Disney Springs

 Members pay cost

 Includes breakfast, cocktail reception 
and wifi

 https://taxrepllc.com/2023-summit

3rd Annual Tax Rep Summit
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 Have the rights back from UConn

 Twenty-Hours of training

 Hundreds of forms and exhibits

 Enhance your Tax Rep visibility and marketing

 Register before 7/31 and get the complete Tax Rep 
Library ($600) and three months of Tax Rep Gold 
Level Membership ($945 value) as our free gift to 
help you take your practice to the next level!

Get Certified: https://taxrepllc.com/ctrc/
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Questions?
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