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			Foreword

			When I first met Patrick LeClaire, what struck me most about him was his innate humanity and genuine caring, not only for his own family, but for other people and their welfare as well.

			When I read Taxation with Representation (a title I love because it reminds us that every taxpayer has rights, regardless of what the IRS may be demanding), I was struck by his passion for citizens’ rights. More importantly, I was struck by his extensive knowledge and experience in helping ordinary citizens resolve tax situations that have either been thrust upon them by their own unfortunate mistakes or, at times, by unforeseen circumstances.

			Fortunately, I have never had a run-in with the IRS myself and have always considered myself fairly knowledgeable about how to stay out of tax trouble. But after reading this book, I realize how much I don’t know about our ever-changing tax laws, red flags that could draw unwanted attention to myself and my business, and especially my rights as a taxpayer. I also didn’t realize that there is such a thing as a certified tax resolution specialist who is authorized directly by the IRS to deal with IRS agents and represent taxpayers who have issues. I always thought that if I had a tax issue, my accountant would be able to handle it for me. I now realize that accountants often run into the same brick walls that we ordinary citizens do. What an eye-opener!

			Being a current business owner myself, as well as a former Realtor® where I had to pay estimated taxes as an independent contractor, I now see how any taxpayer or business owner can get into trouble with the IRS unless they are aware of what to do, how to do it, and even when to do it.

			Whether you believe you have a tax issue or not, do yourself (and your business, if you own one) a favor and read Taxation with Representation. If you are already in the throes of a tax issue requiring resolution, I urge you to give Patrick LeClaire a call. You could not find a more knowledgeable, experienced, and yet human and empathetic advocate to help you through the troubled waters of an IRS investigation.

			Then do your friends and family members a favor (especially if they own a business or work as an independent contractor) and encourage them to read this book and incorporate its advice into their daily practices. I won’t try to summarize all the great advice offered here, but I believe in my heart that if you follow Patrick LeClaire’s advice, you will be able to avoid the heartache of having to go through anything like the troubles illustrated through his many stories of clients and colleagues who have had to deal with the IRS on complex tax issues. You may even be surprised to see yourself in a few of them.

			Let’s face it: We all need a lot of hard work and a bit of luck in order to thrive in business and in life. But when it comes to taxes and the IRS, you need more than hard work and luck—you need knowledge.

			So, while I wish you much luck and success as you travel this road, I know that you will have a much easier journey if you arm yourself with the knowledge offered in this book and stay out of the sights of the IRS.

			Here’s to your (tax) health!

			—Sandy Geroux, M.S.

			About the Author 

			Tax resolution expert Patrick LeClaire is the founder of New Life Tax Resolution. For over twenty years, he has been helping individuals with tax issues in Orlando, Florida, and surrounding communities. He founded his company to help people get their lives back in balance by solving tax problems personally, efficiently, and professionally.

			Patrick holds a bachelor’s degree in accounting from Orlando College and a bachelor’s in human resources management from Spring Arbor University. He is an enrolled agent and a Certified Management Accountant (CMA). He is also a member of the Institute of Management Accountants Leadership Academy as well as the American Society of Tax Problem Solvers (ASTPS).

			When Patrick is not leading his tax resolution firm, he is singing acoustic-based songs and playing his guitar with friends. He has been playing for over two decades. He’s also a passionate traveler, taking an international trip every two to three years.

			Introduction

			Nobody Loves Taxes Except the Tax Guy

			I spend a lot of time with people in trouble. My job involves representing taxpayers with tax problems in front of the Internal Revenue Service. If that sounds scary to you, you’ll find this book helpful in allaying your fears. This is a book for people in business to learn systems, techniques, and approaches to avoid tax trouble or to control any damage that it’s too late to prevent.

			How I Became the Tax Guy

			I grew up in a rural community where those of us who wanted to attend college and find work outside a farm or factory had to move to a bigger city. After my wife, Vannie, and I got married, we packed up and left for college, where I studied accounting. When I graduated and started to look for jobs, I realized that I didn’t have a dad or an uncle or anyone else who was connected. My college was a good Christian school, but not in the top tier where graduates are recruited by businesses and accounting firms. My accounting professor suggested that small business could be my route to success, especially if I were willing to do the things that nobody else wants to do. What I soon realized was that most people I came in contact with didn’t want to do taxes. They were afraid of taxes or thought taxes were too boring. Becoming the tax guy was not going to help them rise to CEO or even CFO. But for me, it led to a fulfilling career where I could really help people.

			First, I needed some credentials beyond my bachelor’s of science in accounting. Because I had a wife, an old car, a house payment, and about $40,000 in student loan debt, I couldn’t afford to get my CPA or continue on to get a master’s degree. So, I started working in small companies to get some experience. I worked with real estate and short-term rental companies but still wasn’t making enough to get out of debt and pay for more education. That’s when I found Adventist Care Centers, a faith-based, not-for-profit, long-term care organization in Orlando, Florida, that needed a tax guy. The organization provides administrative support and services to a multistate network of nursing and rehab facilities. Choosing to specialize in taxes had gotten me a job at a large, prestigious corporation, because I was taking the work that nobody else wanted to do.

			After about twelve years, we got ourselves a CFO, Ron Wehtje, who was really something special and who encouraged my professional growth. I had job security and some good side tax work, but I still wanted more professional credentials. Ron came to me and offered the organization’s help paying for continuing education. I said to him, “I could go for this certified public accounting designation, but I think there is a new emerging designation—certified management accountant—that’s going to bring together accounting rules into a global framework.” I said, “I think this is the way of the future,” and he said, “You know, I think you’ve got something going on here, kid.” He paid for a prep course, books, and exams, and lightened my workload a little bit, and I became a CMA.

			After I graduated, I bombarded Ron with ideas on how we could improve the processes within the organization. I wanted to build out the accounting department and its tax section within Adventist Care Centers—and more.

			Everyone Deserves a Tax Resolution Ally

			Hooked on professional growth, I took a deep dive into taxes, including complex issues for the corporate office, Adventist Health Systems. Tax attorneys at the top corporate level encouraged me to take on more tax responsibilities, because they felt I knew my stuff. After passing three rigorous sets of tests to become a CMA, I went on to become an enrolled agent.

			An enrolled agent is a person who has earned the privilege of representing taxpayers before the Internal Revenue Service by either passing a three-part comprehensive IRS test covering individual and business tax returns, or through experience as a former IRS employee. Enrolled agent status is the highest credential the IRS awards. Individuals who obtain this elite status must adhere to ethical standards and complete 72 hours of continuing education courses every three years. Enrolled agents, like attorneys and certified public accountants (CPAs), have unlimited practice rights. This means they are unrestricted as to which taxpayers they can represent, what types of tax matters they can handle, and which IRS offices they can represent clients before.1 

			I was licensed by the United States Treasury Department to represent taxpayers before the IRS for audits, collections, or any tax issue that a taxpayer, a corporation, a partnership, or any entity might appeal, all the way up to tax court. The appeals process is a logical and necessary part of a tax system that uses fear as a motivator for “voluntary” compliance. Sometimes that use of fear leads to IRS and Justice Department officials abusing their power over the taxpayers who are in trouble, poking at their pain points. Just as in any business, there are tax collectors whose competitive impulses overcome their sense of fairness.

			I believe in fairness, even in business, where one can wrongfully take advantage when one has the upper hand. I don’t believe in using an advantage of strength, power, or knowledge over people to extract something unfairly from them. I believe that people in my industry (tax resolution and tax preparation) must discourage this behavior. We should fight to make sure the nation’s tax system provides not only fair resolution of problems but also good customer service and more information than the taxpayers even need. Openness, not fear, should be the starting point when somebody is trying to get out of trouble.

			Based on those beliefs, I decided that I wanted to teach people, as a community service, how to handle their tax issues: Don’t start from fear, but start from confidence that you’re doing the right thing and avoiding any issues. Then, if you do get into a little bit of trouble, you can handle those issues. Only if you’re in full-blown trouble and are not doing anything about it would I need to step up and say, “You should be fearful.” And that’s where I think our industry has fallen short, too commonly using fear as a way to sell services.

			This may sound strange, but over time I’ve come to love taxes and the tax system. Having an analytical mind and a desire to be altruistic and fair and to live by Christian principles, I see this book as my way of giving back to the community. People can benefit by learning to be strong in many ways. For people in business, learning how to operate properly within the tax system is a way to be strong.

			What to Expect from This Book

			Anyone who is just getting into business, planning a start-up, or running a small business—from the independent contractor up through a medium-sized business with about $10 million a year in revenue—will benefit from this book. Is your business growing and you’re apprehensive about screwing it up? In Taxation with Representation, I simplify what can seem like an ultra-complex process. I’ll explain tax resolution in depth—in more detail than any other book you can read, as it’s an area that gets only passing mention or a single chapter in most business books.

			Anyone from the independent 
contractor up through a medium-sized business with about $10 million a year in revenue will benefit from this book.

			This book differs from other books on tax resolution in one final, key area: I personally don’t believe in using fear as a motivator, because it destroys the spirit. I’ll certainly explain what happens if something goes wrong, because we’re human, and things are going to happen. But my explanation isn’t to scare you; rather, it’s to show you how we can handle these situations. 

			From my office in Celebration, Florida, I help people around the country resolve tax problems. I do this full time, unlike some tax preparers who take on tax resolution cases only when they have spare time in the off-season. I get referrals from bankruptcy attorneys and divorce lawyers, for example, as they often encounter people with tax troubles. Spoiler alert: If I stand shoulder to shoulder with you, battling the IRS for a year, it’s going to get expensive. I’ll provide plenty of advice in this book on how to prevent costly errors, but you’ll also learn that tax resolution requires time-consuming documentation and negotiations followed by sustained efforts to stay in compliance.

			Working with people in business, I have seen firsthand the legitimate reasons why you might fear getting tripped up by taxes. You want to focus your time and creativity on your service or product. You can’t afford a full-time tax department, and even if you and your bookkeeper took business courses and read business books, taxes are brushed off as something you hire an accountant to handle. Your small business may be self-financed or started with borrowed money, leaving no money to hire a CPA. Until you can justify that expense, you may have to set up your own books and systems. Does any of that sound familiar? I am going to show you some simple, but not simplistic, ways to stay out of trouble. 

			In Part I of the book, I cover some business tax basics, including the ways in which different types of independent contractors, professionals, and small-business owners need to plan and budget for taxes. We’ll discuss taking and documenting deductions as well as techniques
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PART I

			Getting Informed and Prepared

			Chapter 1

			You Can’t Avoid Taxes, 
but You Can Avoid Trouble

			
			
			
			
			
			
			
			Many Companies Have Tax Issues

			
			
			
			
			
			How Does This Apply to You?

			
			
			
			What’s ahead in this chapter?

			
					Having a Plan in Place

					Budgeting for Taxes

					How to Set Aside and Pay Taxes

					Taking and Documenting Deductions

					Connecting Deductions to Business Needs
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Gary’s Story

			
			
			Not-So-Small Headaches

			The US government has a somewhat complicated and expansive way of determining what qualifies as a “small business.” Depending on the industry, the size of the workforce, and the annual receipts, some companies with more than a thousand employees are officially considered small businesses. 

			Tax problems can snowball quickly for companies that are too small to have their own tax departments but big enough to have significant payrolls. One of my clients had sixteen different locations, each with its own payroll account, but all handled by the same back-office staff. An in-house accountant oversaw tax preparation, but an administrative assistant handled the filing and payments. It’s not unusual for big companies to try to save money by having lower-paid assistants do such work, but sometimes everyone is responsible, which leads to no one being responsible until something goes wrong. What went wrong in my client’s case was that an assistant was not informed that the filing date requirements had changed, causing all the company’s payroll taxes to be paid late. Penalties totaled over $12,000. I got that waived, but the lesson was the same as my advice for any small start-up entrepreneur: Oversee all delegated tax responsibilities.

			Having a Plan in Place
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Ted’s Story

			
			
			
			
			Budgeting for Taxes

			
			
			Payroll taxes are the ones most likely to devastate your business and your personal life. Pay them without fail, and your life will have many more sunny days. Fail to pay them for almost any reason, and the storm will blow up at you faster than you could have anticipated. The government allows a business to withhold money from an employee’s paycheck to cover payroll taxes. Doing so puts the employer in the position of tax collector and carries strict requirements to send that money to the government in a timely manner. If you’re late, you will pay a penalty and interest. If you are too late, they will come for you. 

			Payroll taxes are composed of federal income tax withholding and the Federal Insurance Contributions Act (FICA); old-age, survivors, and disability insurance taxes, also known as Social Security taxes, and the hospital insurance tax, also known as Medicare taxes. These taxes are generally withheld by employers from employees’ paychecks and are also paid by employers and contractors in their tax payments. 

			
			How to Set Aside and Pay Taxes

			
			
			
			Eight Common Business Tax Errors

			
					Failing to keep clear records to separate business from personal travel expenses

					Not keeping receipts for purchases and expenses

					Paying personal expenses from a business account

					Failing to report revenue on the tax return for which 1099s were sent to the IRS

					Deducting charity donations without following rules for verification to substantiate legitimacy

					Misclassifying employees as independent contractors

					Missing quarterly deadlines for the employer’s payroll tax payments

					Not responding to notices received from the IRS

			

			
			
			
			Rough Estimated Tax Guide for Small Businesses:

			
					Calculate all your revenue from earned sources. Exclude money borrowed by the company for operations or growth of assets.

					Subtract any business expenses from that amount. The result is your estimated taxable income.

					Put 25 percent of the estimated taxable income aside for tax deposits. 

			

			
			
			Taking and Documenting Deductions

			
			
			
					Special deductions for certain industries to stimulate their growth.

					Deduction of the full price of qualifying equipment during the tax year it is purchased, rather than depreciating the cost.

					Credits for low-income people to purchase health insurance.

					Credits for spending to revitalize so-called enterprise zones, such as inner cities.

					Tax breaks for companies that operate and hire locally.

			

			
			
			
			
			
			
			
			
			Connecting Deductions to Business Needs

			
			
			
			
			
			
			Take Action!

			
					What you don’t know can still hurt you—so get informed and prepared.

					Taxes must be budgeted for by all businesses, so be mindful of cash flow—the government is on the cash method for collection of taxes.

					The government will credit the account of the employee for payroll taxes even if the employer fails to remit these funds. Legally, the money withheld from an employee paycheck for payroll taxes is an IRS trust fund, and no excuse is acceptable for the employer to hold on to it.

					Consider that monthly payments are a safer and ultimately less painful way to pay taxes.

					Document and apply the “five Ws” to your deductibles.

			

			Chapter 2

			Meet Your Business’s Tax Department

			
			
			
			
			
			What’s ahead in this chapter?

			
					Your Business’s “Tax Department”

					Always Be Learning

					Other Free Information and Help

					The Odds of Getting into Trouble

					How to Spot Bad Advice

					High-Pressure Sales Are a Red Flag

			

			Your Business’s “Tax Department”

			
			
			
			
			Always Be Learning

			
			
			
			Other Free Information and Help

			
			
			
			
			The Odds of Getting into Trouble

			
			
			
			
			
			How to Spot Bad Advice

			
			
					An invitation to invest in a tax shelter that will keep you from ever having to pay taxes or that will get you money back from the government. The pitch often claims the tax shelter is available to only an elite few, or the time is short to take advantage of it. This type of scam has been around for a long time but continues to capture smart people who get blindsided by greed or because the referral comes from a friend.

					Tax protesters—a small number of extremists—push the tired argument that tax laws are illegal and that there are constitutional grounds to refuse to pay. While you should run as fast as you can from such people before they ask you for cigarette money or bail, don’t confuse their nonsense with playing by the rules and taking every single deduction you legally can to lower your tax burden to as close to zero as possible.

					A tax resolution company that promises you a settlement with the IRS for pennies on the dollar. While it’s possible to get such a settlement approved in hardship cases, about two-thirds are rejected, so be skeptical of anyone making a promise.

			

			High-Pressure Sales Are a Red Flag

			
			
			
			
			
			Take Action!

			
					Accounting software performs only as well as the person responsible for putting in the data, and that’s where I see businesses get tripped up on their taxes.

					Hire a qualified outside accountant or bookkeeping consultant to take a look at your record keeping and suggest ways to simplify the process.

					The IRS has made public its MSSP, which provides Audit Technique Guides designed to make their examiners specialists in different industries. Take the time to get informed.

					Be on the lookout for tax scams, including companies with aggressive, high-pressure sales.

			

			Chapter 3

			Consider the “Personal” in Income Tax

			
			
			
			
			What’s ahead in this chapter?

			
					Tax Liability and Family Matters

					Innocent Spouse Relief

					Taxpayer Rights Are Fact-Based

			

			Tax Liability and Family Matters
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Brian’s Story

			
			
			
			
			Innocent Spouse Relief 

			
			
			Taxpayer Rights Are Fact-Based

			
			
			Take Action!

			
					Be prepared for your income tax issues to get personal.

					“Borrowing” money from employee payroll taxes is the best way to get the attention of the IRS, and family members can suffer even when business owners do it unknowingly.

					Innocent spouse relief is the way someone can try to make a fact-based case that she doesn’t owe additional tax resulting from her lousy ex-husband’s idiotic tax filing. 

					The IRS cannot do whatever it wants if people assert their rights, particularly the right to pay no more than the correct amount of tax.

			

			Chapter 4

			What You Need to Know About the IRS

			
			
			
			
			What’s ahead in this chapter?

			
					The IRS Collection Process

					Limits to IRS Collection Powers

					Taxpayer Bill of Rights

					The IRS Collection Challenge

					An Agency under Stress

			

			The IRS Collection Process

			
			
			
			
			
			
			It happens to them, too:

			Timothy Geithner	Amount Owed: $34,000

			Geithner failed to pay Social Security and Medicare taxes for many years while working for the International Monetary Fund.

			Tom Daschle	Amount Owed: $140,000

			He was a nominee to serve as Secretary of Health and Human Services, but he withdrew his nomination. Daschle failed to report payments to cover a luxury car and driver provided to him by a luxury investment firm. He claims he didn’t think to report this on his taxes. He paid $140,000.

			Thomas Hearns	Amount Owed: $448,000

			Hearns’s back taxes were from unpaid income taxes from 2006 and 2007.

			DMX	Amount Owed: $1,500,000

			DMX is an actor and rapper.

			Abbott and Costello 

			Their career was already in decline when the IRS dealt the deathblow, with demands for back taxes bankrupting both men and causing them to split up in 1957.

			Sammy Davis, Jr.

			He owed nearly $7.5 million in back taxes at the time of his death. It took his estate seven years to work out a settlement.

			Martin Scorsese	 Amount Owed: $2,850,000

			The IRS claimed that Scorsese owed $2.85 million in back taxes and related interest and penalties.

			Minoru Yamasaki	Amount Owed: $537,000

			One of the most prominent architects of the twentieth century, he was the designer of the World Trade Center Twin Towers.

			Limits to IRS Collection Powers

			
			
			
			
			
			Taxpayer Bill of Rights

			
					The Right to Be Informed

					The Right to Quality Service

					The Right to Pay No More than the Correct Amount of Tax

					The Right to Challenge the IRS’s Position and Be Heard

					The Right to Appeal an IRS Decision in an Independent Forum

					The Right to Finality

					The Right to Privacy

					The Right to Confidentiality

					The Right to Retain Representation

					The Right to a Fair and Just Tax System

			

			
			
			
			
			
			
			The IRS Collection Challenge

			
			
			
					Average annual gross tax gap for 2008–2010: $458 billion

					Additional estimated revenue from enforcement activities and late payments: $52 billion

					Net tax gap for the 2008–2010 period: $406 billion

					Voluntary gross compliance rate: 81.7 percent

					Net compliance rate: 83.7 percent7

			

			
			An Agency under Stress

			
			
			
			
			
			
			Take Action!

			
					Taxpayers who receive an assessment should respond within the sixty-day notice period they have before the IRS will automatically place a lien.

					The IRS has several forcible ways to collect delinquent taxes, but the process always starts with an assessment: a determination that the taxpayer owes a certain amount of money.

					The IRS can forcibly collect owed taxes from you through liens, levies, wage garnishment, payment plans, offers in compromise, and seizing property. Check out the Glossary for more on these methods.

					IRS criminal investigations look for badges of fraud and purposefully target high-profile cases to get publicity and make an example in the news.

					With your written permission, I request your transcript, a file that the IRS provides at no charge. The transcript will tell me everything that the IRS has assessed—tax, penalties, interest—and show any collection activity, possibly including actions that might be forthcoming in a month or forty-five days.
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PART II

			Responding to “Issues”

			Chapter 5

			Don’t Fear the IRS—Make It Your Ally

			
			
			
			
			
			
			
			What’s ahead in this chapter?

			
					Fear and Delay

					Get Ahead of the Problem

					Get the Money from Somewhere

					Mistakes to Avoid

					How to Make the IRS Your Ally

			

			Fear and Delay

			
			
			
			
			
			Get Ahead of the Problem

			
			
			
			
			
					“Pyramiding” of employment taxes is when a business withholds taxes from its employees but intentionally fails to remit them to the IRS. Businesses involved in pyramiding frequently file for bankruptcy to discharge the liabilities accrued and then start a new business under a different name and begin a new scheme.

					When a company that expects a tax seizure sells all its assets to another company for below market value and the people who got into the tax trouble open up a new company, the IRS will examine the asset sale for signs that it was not a fair market transfer, without special consideration for price based on relationship or illegal intent. If it is not an “arms-length transaction,” as a proper sale is called, the IRS will go after the assets aggressively.

			

			
			
			
			
			
			Get the Money from Somewhere

			
			
			
			
			
			Mistakes to Avoid

			
			
			
			
			
			
			
					Avoid overexplaining

					Being overtly hostile to an IRS agent, not keeping appointments, and refusing to provide documents only invites suspicion (One taxpayer even threatened to blow up the agency’s building)

					Trying to hide behind a corporate veil doesn’t work when the IRS has authority to hold a company’s responsible parties liable

			

			Seven True but Stupid Taxpayer Excuses

			
			
					I suffer from Late Filing Syndrome.

					I’m not liable to pay taxes because I’m an alien (from outer space).

					I’m sure I paid. You must have lost it.

					I refuse to file as it violates my Fifth Amendment rights.

					I was diagnosed as having a tax phobia.

					I shouldn’t have to pay the assessment because I never filed the tax return.

					I have voluntarily opted out of the federal tax system. 

			

			How to Make the IRS Your Ally

			
			
			
			
			
			Take Action!

			
					Make the IRS your ally!

					Procrastination is the cornerstone of my business, so if you’d like to avoid tax trouble, take action immediately. 

					When dealing with the IRS, don’t overexplain, be overtly hostile, or hide behind a “corporate veil.”

					When the IRS starts investigating either of these two types of fraudulent practice, typically someone involved will get counsel, try to cut a deal for self-protection, and give up the rest of the owners or responsible people in the company. The right way to get ahead of a problem goes back to the simple transparency steps already covered in this book.

					Part of the job of being a tax resolution specialist is to find the best way to protect the client.

			

			Chapter 6

			Planning a Strategy for Dealing with the IRS 

			
			
			
			
			
			
			What’s ahead in this chapter?

			
					Retaining Good Representation—the Enrolled Agent

					Hurry Up and Wait—Settling and Appeal

					Everyone’s Entitled to Representation

					Tax Resolution Takes Time and Money

					Misconceptions about Bankruptcy

					Hard-earned Taxpayer Rights

			

			Retaining Good Representation—the Enrolled Agent 

			
			
			Who Can Be a Representative?

			As explained in the Introduction, an enrolled agent is a person who has earned the privilege of representing taxpayers before the Internal Revenue Service either by passing a three-part, comprehensive IRS test covering individual and business tax returns, or through experience as a former IRS employee. Enrolled agents, like attorneys and CPAs, are unrestricted as to which taxpayers they can represent, what types of tax matters they can handle, and which IRS offices they can represent clients before.

			Enrolled agents, attorneys, and CPAs also can earn designation as a tax resolution specialist after testing by the ASTPS. I am both an enrolled agent and a tax resolution specialist.

			
			Hurry Up and Wait—Settling and Appeal

			
			
			
			
			Everyone’s Entitled to Representation

			
			
			
			OUR MISSION STATEMENT

			New Life Tax Resolution exists for the purpose of representing clients before the IRS in all appropriate tax matters.

			We will support our clients’ legitimate positions before the IRS to the fullest extent of the tax code. We will defend them within the allowed legal limits provided to us at New Life Tax Resolution.

			We will operate with Integrity, Honesty, and Vigor in all dealings with our clients and the IRS. We will treat everyone in a respectful and caring manner.

			We will seek to present our clients in the best possible manner before the IRS. We will strive to reach a successful conclusion while operating within the framework of behavior established by the governing entities.

			We believe the client is our partner and will act along with us in a manner that will support a satisfactory resolution based on facts and situation.

			Our fees will reflect the professional level of excellence that we strive to maintain. 

			We will constantly update our skills in order to represent our clients effectively throughout the various stages of the resolution process.

			We will communicate with our clients in an ongoing, timely manner regarding the progress of their case before the IRS.

			We will strive to be good stewards of the community and will participate in and encourage the betterment of the lives of our country, neighbors, and friends.

			Tax Resolution Takes Time and Money

			
			
			
			
			
			Misconceptions about Bankruptcy

			
			
					Will bankruptcy have a negative effect on your business?

					Is the bankruptcy filing primarily due to an outstanding and large tax bill?

					Are all the taxes you owe dischargeable in bankruptcy?

					What amount would be acceptable to the IRS in an offer in compromise?

			

			
			
			
			
			
			
			Hard-Earned Taxpayer Rights

			
			
			
			
			
			Take Action!

			
					You can represent yourself, but because of my license as an enrolled agent, the IRS has to give me priority access. Agents have to talk to me; they can’t lie to me or mislead me. I can get transcripts quickly, decode them, understand them, and determine if we need to file papers to get additional case files.

					Those of us in tax resolution can represent known criminals in a case where their rights have been violated. But I won’t represent somebody who wants help doing something illegal, and that includes tax protesters who want to make the frivolous case that all taxation is unconstitutional.

					Many taxes are not dischargeable; evaluate whether there are enough additional debts besides the taxes due to the IRS to make bankruptcy worthwhile.

					I know your rights and will protect them to the legal limit. 

			

			Chapter 7

			Tax Resolutions—Better than New Year’s Resolutions 

			
			
			
			
			
			
			What’s ahead in this chapter?

			
					The Tax Resolution Specialist’s Role

					What Good Tax Representation Looks Like

					Hiring a Tax Resolution Specialist

					Red Flags to Watch Out For

					A Few Words about Good Communication

			

			The Tax Resolution Specialist’s Role

			
			
			
			
			
			What Good Tax Representation Looks Like

			
			
			Hiring a Tax Resolution Specialist

			
			
			
			
			
			Red Flags to Watch Out For

			
			
			
			
			A Few Words about Good Communication

			
			
			
			
			Take Action!

			
					The best resolution is a compromise that satisfies both the client and the IRS, but it’s the client’s interests that we’re trying to represent.

					Tax resolution is a niche service that very few people do as a full-time business. Even fewer are really good at it. An enrolled agent who specializes is a very good option. CPAs and tax attorneys are also options.

					Look for someone who is dedicated to the specialty and to resolving your case and whose personality is a good fit with yours.

					Communication with my clients is a cornerstone to keeping them happy and engaged in this drawn-out process.
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					Most of my clients have other issues going on in their lives besides taxes—and I can help.

					Your delays lead to penalties and interest, and then interest on the unpaid penalties just keeps the cost growing and growing. As time ticks on, the taxpayer loses some rights for appeals or certain solutions that could lower the eventual toll.

					Any settlement with the IRS includes a requirement that the taxpayer stay compliant in filing tax returns and making all required payments for five years. Failure will violate the agreement and might lead to renewed collection by the IRS.

					The follow-up plan I offer as a backstop for clients’ continued compliance is a moral imperative for me, because I don’t want to see my clients go through the collection and resolution process again.
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			Resolving a Case without an Interview

			
			
					Agree to the TFRP and cancel the interview—Let’s say we determine that, ultimately, you failed to see to it that the taxes were paid, which will make you personally liable for the debt. The revenue officer has discretion to end your investigation once you have notified the IRS that you are in agreement. 

					Direct-debit streamlined installment agreement—If the employment tax liability is under $25,000 and the business can pay it back within twenty-four months by direct debit out of its bank account, the revenue officer may end the investigation.

					Inability to pay—Even if you are liable for the TFRP, proving to the IRS that you could never pay it is a way to end the investigation. In practice, revenue agents often go ahead with the assessment anyway by being tough in how they interpret the standard of whether the debt could ever be collected.

					Statute of limitations—The IRS has three years to do its trust fund investigation and interview you.12

			

			
			Challenging a Trust Fund Penalty

			
			
			
					A revenue officer wanting to name as many people as possible as targets

					A taxpayer signing the agreement form just to appease the revenue officer

					Making a scapegoat out of a non-responsible party who didn’t know how to fight back
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					Payroll taxes must be collected because they are the major funding source, on a daily basis, for US government operations.

					 In trust fund cases, responsibility and willfulness both must be established for a person to be liable. 

					The taxpayer does have some rights to appeal, but running out the clock is not a viable strategy, especially if colleagues already have lawyered up and are deflecting blame from themselves.

					If a case becomes criminal, a tax representative can work with an attorney through a Kovel agreement, which extends attorney-client privilege to the tax rep. 
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					There are not many limits to business property the IRS can seize. Generally, the IRS must leave a business with about $5,000 in assets, under current guidelines, but that’s not enough to keep any substantial company from being effectively shut down. 

					If the IRS is trying to collect trust fund penalties, it can pursue any individual who had any influence in collecting those payroll taxes. The finger-pointing among corporate officers can devastate a business.

					A tax lien gives businesses a hard time getting credit. Many businesses, especially the smaller ones, rely on credit lines because their revenues ebb and flow while their expenses remain constant, as they have to pay employees and utilities year-round.
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					For trust fund cases and other cases involving a large amount of money, my advice is to call me or another tax resolution professional immediately.

					The IRS has once again employed private collection agencies. History is littered with undesirable outcomes. Get in front of this by contacting a tax professional.

					The IRS employs a hammer to collect taxes. Tax amnesty programs are rare. 
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			When You Call Your Accountant

			
			
					Is the accountant or lawyer an enrolled agent—someone who has earned the privilege of representing taxpayers before the IRS through professional experience or by passing comprehensive examinations?

					Does the accountant or lawyer practice tax resolution enough to be up-to-date on the latest rules and best procedures?

			

			
			Tax Resolution License Requirements

			Certified tax resolution specialists and enrolled agents work only in tax preparation and tax resolution—truly a specialized niche. But others can offer tax resolution. 

			A CPA is licensed by a state board of accountancy. To earn the license, the accountant must demonstrate knowledge and competence by meeting high educational standards, passing the Uniform CPA Exam, and completing a specific amount of general accounting experience as required by the state in which the accountant wants to practice.

			An enrolled agent is a person who has earned the privilege of representing taxpayers before the Internal Revenue Service, either by passing a three-part, comprehensive IRS test covering individual and business tax returns or through experience as a former IRS employee. Enrolled agent status is the highest credential the IRS awards. Individuals who obtain this elite status must adhere to ethical standards and complete seventy-two hours of continuing education courses every three years.

			Enrolled agents, like attorneys and CPAs, are unrestricted as to which taxpayers they can represent, what types of tax matters they can handle, and which IRS offices they can represent clients before. 

			A tax resolution specialist may obtain certification and additional credentials through membership in professional associations that provide training focused not on taxes in general but specifically on dealing with the IRS.
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					People with tax issues often turn to their accountant or lawyer for help because of the existing relationship, but are they an enrolled agent or a tax resolution specialist?

					The niche of tax resolution takes the right kind of person who is willing and able to simultaneously be patient with the client and assertive with the IRS. Accountants tend to be detail-oriented people who enjoy working by themselves.

					I got into tax resolution after sixteen years of doing corporate and personal tax preparation. I had discovered over time how getting to the right person and telling the right story could solve many tax problems. 

			

			Conclusion

			New Life Tax Resolution

			
			
			
			
			You can find more information by visiting my website at NewLifeTaxResolutions.com or by calling us at 844-868-3170. We answer our own phones on weekdays, and if you mention that you read this book, you will receive a $250 discount on any representation services we perform on your behalf. Thank you.
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