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Dealing With The IRS!! – Not – In - Book



IRS’s Where is My Refund? Computer 
Application – N-I-B

The IRS continues to promote this 
application as to the status of a refund.

The applications has important limitations 
in that it only informs the taxpayer if the 
IRS had received the return, is processing 
it, made the refund and when it was sent. 



IRS’s Where is My Refund? Computer 
Application – N-I-B - Continued
The application does not tell the taxpayer if 

processing the return was suspended 
because of an error or what the status of the 
return is when it was selected for some type 
of “review” and the taxpayer was notified of 
that review.

Only 24% of the taxpayers find the tool 
“helpful”.

The IRS does not plan to improve the 
application because, once again, they state 
that they lack the resources. 



Interest Payments on Delayed 
Refunds to Individual – N-I-B

In relation to the debacle of the taxpayer unable 
in many instances to know the status of their 
return and related refund is the amount of 
interest that is being paid by the IRS on the 
delayed refunds. 
The IRS has paid $1.4 billion in 2020 and $1.86 in 

2021 in interest to individuals for delayed refunds 
which are defined as ones that are made after a 
45 day waiting period. 



Interest Payments on Delayed Refunds to 
Individual – N-I-B - Continued

The IRS does not monitor the reasons as to 
why they are paying the interest on the 
refunds each year. 
Additionally, the IRS says it will not do so. 
Some Congressional critics have stated 

that the IRS should have their budget 
reduced by the amount of the interest that 
they pay on the delayed refunds. 



Destruction of Forms 1099 – N-I-B
As you know by now, the IRS was forced to 

acknowledge the destruction of 30 million 
forms 1099, 1098, W-2, and other ones.

This acknowledgment was in all probability 
forced by the Office of the Treasury General 
Inspector for Tax Administration (TIGTA).



Destruction of Forms 1099 – N-I-B -
Continued

The IRS stated there “were no negative 
consequences to taxpayers” from the 
destruction of the documents. 

Yet, what about the cost incurred by the 
taxpayers and practitioners in complying to the 
repeated warnings of the IRS to issue timely filed 
information returns?



IRS Practitioner Priority Service Line – N-
I-B

A recent report has only 10% of the phone 
calls actually getting through to a 
representative.

Furthermore, the quality of the responses is 
highly inconsistent. 

The AICPA has sent a letter to the IRS with 
suggestions on how to improve the 
usefulness and timeliness of the phone 
service. 



IRS Workload – Amended Returns –
N-I-B

As of June 10th, the IRS had reduced the 
number of amended returns (regardless of 
whether they were paper or e-filed) 
awaiting processing and/or review from 
2.3 million to 2.1 million.

Will they get caught up????
IRS has an online function “Where’s My 

Amended Return?” to check on the status 
of the amended return.



IRS Workload – Amended Returns – N-I-B 
- Continued

Amended returns that are filed 
electronically, by recent IRS statistics, are 
taking 16 months with amended returns 
filed on paper taking 20 months or more to 
process. 



Yet… Paper Returns Are…N-I-B

As of June 30, the IRS had more than 8.9 
million unprocessed paper returns out of 
the 11 million unprocessed returns 
received before 2022 plus the “new tax 
year 2021 returns”.
This amount DOES NOT INCLUDE the 

notices that they sent on the 2020 returns 
that they were doing further review. 



Yet… Paper Returns Are…N-I-B -
Continued

Many of you still have clients that the IRS 
said it was conducting a further review on 
their 2020 returns and after a year and a 
half later there is no action.
Why?????



Employee Retention Credits and 
IRS Processing – N-I-B

Office of the Treasury Inspector General for 
Tax Administration 8-31-2022

TIGTA issued a report stated that the 
continued processing delays that the IRS 
has been experiencing is delaying the 
refunds of the ERC claims.
TIGTA stated that the failure was due a 

lack of updated programming and 
procedural guidance. 



Furthermore, TIGTA cited a lack of training, 
erroneously suspended claims, and a lack 
of prioritization of claims contributed  to 
additional delays in processing claims. 
TIGTA also cited that the IRS does not have 

processes to verify a recovery startup 
business or effective controls to deny the 
ERC for non-recovery businesses. 

Employee Retention Credits and 
IRS Processing – N-I-B - Continued



Announced Areas 
of Enforcement And Related Issues –

Latest Developments – Continued – Not In Book



Noncompliance – Backup
Withholding – N-I-B

The Office of the Treasury Inspector 
General for Tax Administration (TIGTA) has 
cited the IRS for failure to vigorously 
enforce the backup withholding rules. 

In their report, they cited that failure to do 
so was costing billions in lost revenue. 



Noncompliance – Backup
Withholding – N-I-B - Continued 

In their sample of 440,000 form 1099 filings 
with a missing or incorrect identification 
number, they found that the failed backup 
withholding on this sample cost the 
Treasury $13.3 billion in lost revenue. 

This noncompliance was primarily with 
forms 1099 reporting nonemployee 
compensation. 



Noncompliance – Backup
Withholding – N-I-B - Continued 

Therefore, with such a negative finding and 
based upon IRS’s historic strong reaction to 
negative findings by TIGTA, the IRS has 
announced they will pursue backup 
withholding issues. 

The announcement by the IRS of the backup 
withholding compliance program is 
particularly ironic in light of their destruction of 
30 million information returns for the year 2020.



Noncompliance – Backup
Withholding – N-I-B - Continued 

You can expect an flurry of notices in this 
area.

The IRS often makes mistakes in the 
issuance of the backup withholding 
notifications so be careful to check their 
validity.

If valid, consider a withholding rate of 24% 
until the payee furnishes a correct 
taxpayer identification number. 

My thoughts are…..



CARES Net Operating Loss Claims –
Form 1139 – N-I-B

Office of Treasury Inspector General Tax 
Administration

TIGTA issued a report on IRS compliance efforts 
to examine the validity of net operating loss 
carrybacks resulting from the CARES legislation.
From the period March 27, 2020 through March 

31, 2021, 17,537 taxpayers submitted form 1139 
involving carrybacks to cover 19,262 loss 
years. 



CARES Net Operating Loss Claims –
Form 1139 – N-I-B - Continued

The IRS issued a total of $17.4 billion in 
tentative refunds.
TIGTA found that despite the large volume 

of forms 1139 being submitted, the 
business tax returns selected for 
examination represent a relatively low 
percentage of net operating loss tax years 
claimed on the form 1139. 



CARES Net Operating Loss Claims –
Form 1139 – N-I-B - Continued

TIGTA reviewed eight of the related form 
1120 examinations that had been closed 
and found that 62.5% were adjusted.
TIGTA recommended that the IRS use the 

examination results from the audits being 
conducted and consider increasing the 
number of examinations.
What this means to us is……



Cost Segregation Studies – N-I-B
Cost segregation studies are prepared by 

outside consultants and large accounting 
firms in which the evaluator will divide a 
building into various components to 
maximize depreciation deductions by 
lowering the depreciable period or even 
recommending the expensing of certain 
components. 



Cost Segregation Studies – N-I-B -
Continued

Obviously, such “studies” are essentially a 
matter of the evaluator’s opinion. 

This has historically resulted in studies 
becoming abusive in their aggressiveness. 

The popularity of these studies has been 
increasing in recent years by the rising 
building costs, etc. 



Cost Segregation Studies – N-I-B -
Continued

The IRS has issued a new audit technique 
guide that gives guidance and related 
case law as well as audit techniques to 
enable their examiners to identify 
potential issues.

The issuance of this guide is indicative of a 
new IRS enforcement program to address 
potential abuses in these studies. 



Audit Techniques Guide – Attorneys 
– N-I-B 

The IRS has announced that it has 
updated it audit techniques guide on the 
examination of attorneys. 

The Guide emphasizes the examination of 
attorneys regarding whether they are 
reporting the correct amount of income 
involving contingent fees, referral fees, 
retainers, and, especially, cash payments.



Audit Techniques Guide – Attorneys 
– N-I-B - Continued 

Instructions are provided in reconciling 
attorney trust accounts to other bank 
accounts that belong to the individual or firm. 

Deductions that are to be especially 
scrutinized, according to the Guide, are 
travel and entertainment as well as 
deductions for costs advanced by attorneys. 



Individual Retirement Accounts – N-I-B

The IRS is stepping up audits of traditional 
IRA and Roth IRA accounts that hold non-
traditional assets such as real estate.  

For example the rules on holding real 
estate in an IRA are very strict and easy to 
run afoul of the prohibited transaction 
rules resulting in the revocation of the 
account. 



IRAs, SEP-IRA, Roth, Simple Roth –
Prohibitive Transactions & Activities –

N-I-B
The increased IRS audit focus on 

prohibitive transactions is due to the large 
increase in taxpayers ignoring such 
transactions. 

Examples of Prohibitive Transactions:
1. Real estate owned by the plan where the 

plan owner does repairs, etc.  



IRAs, SEP-IRA, Roth, Simple Roth –
Prohibitive Transactions & Activities –

N-I-B - Continued
2. The plan owner renting to or from the 

plan.
3. Selling property to or purchasing it from 

the plan.
4. Co-signing or guaranteeing a loan that 

involves the plan.



IRAs, SEP-IRA, Roth, Simple Roth –
Prohibitive Transactions & Activities – N-I-

B -Continued

5. Purchasing a business in an IRA in which 
the plan owner has a personal interest.

6. Drawing any compensation from a 
business in which the IRA has invested. 

7. Lending money to or borrowing from the 
plan by the IRA owner.



IRAs, SEP-IRA, Roth, Simple Roth –
Prohibitive Transactions & Activities – N-

I-B -Continued

8. Paying any type of promotional fee out of 
an IRA.

9. Using related parties to engage in any of 
the prior eight examples. 

There are many more examples which 
focus on self-dealing.  



Individual Retirement Accounts –
N-I-B - Continued

The IRS continues to assess account 
owners for taxes plus penalties from the 
investment and holding of master limited 
partnerships in an IRA. 

Such investments generate unrelated 
business income and, thus, resulting in 
taxes.



Individual Retirement Accounts – N-I-
B - Continued

This is a major area of enforcement resulting 
in many automatic notices of assessment for 
taxes due to the presence of unrelated 
business income from the presence of master 
limited partnerships in an IRA.

Yet, financial advisers continue to “sell” the 
master limited partnerships to clients for their 
IRAs.

Why?  High commissions paid on them.



Individual Retirement Accounts –
N-I-B - Continued

It should be noted that most of the large 
IRA custodians are charged with the task 
of filing the form 990-T that is the subject of 
the unrelated business income tax. 

Any taxes owed on an IRA’s excess, 
unrelated business taxable income are 
paid from available assets within the RA, 
thus, reducing any gains or earnings of the 
IRA.



Individual Retirement Accounts –
N-I-B - Continued

The tax rate is up to a prohibitive 37% on 
all of the IRAs investment income in 
excess of $1,000.

There is absolutely no reason to invest in 
an master limited partnership in an IRA 
because of its negative impact.



Individual Retirement Accounts –
N-I-B - Continued

Additionally, the IRS is strictly enforcing 
that when a taxpayer does not file form 
8606 reporting nondeductible 
contributions to an IRA, these contributions 
are treated as having been deducted and 
not included in the nontaxable basis of 
the account. 



Individual Retirement Accounts –
N-I-B - Continued

Unreported IRA distributions are a major 
enforcement focus.

In particular, taxable distributions paid to 
LLCs, partnerships, S corporations, and trusts. 

The IRS is examining these distributions from 
the viewpoint as to the avoidance of the 
eventual tax effect. 



Mileage Audits – N-I-B
The IRS is in the process of identifying and 

auditing returns that have claimed large 
deductions based on the optional 
mileage rate.

In doing so, the IRS is taking a strict 
approach to the examination of the 
mileage log.

The log must be contemporaneous and 
must include odometer readings. 



Mileage Audits – N-I-B - Continued
The Internal Revenue Manual instructs 

examiners to verify actual mileage based 
upon odometer readings, destinations, 
etc..

At the very least, the client should provide 
contemporaneous, independent 
verification of the odometer readings for 
the beginning and ending of the year 
using receipts.



Mileage Audits – N-I-B - Continued

The IRS will use repair receipts in verification 
of their examination of entries in the mileage 
log. 

The IRS has won several court cases that 
support this stricter examination of the 
computation of mileage. 

In the past year, some IRS revenue agents 
have told the taxpayer this the reason they 
are being subject to a field audit. 



Transactions Involving Section 1031 
(Like Kind) and Related Parties – N-I-B

There is an increase in taxpayers being 
persuaded to engage in transactions 
involving Section 1031 to avoid large tax 
effects. 

This includes the increase in the promotion 
of the provisions of Section 1031 involving 
transactions between related parties. 



Transactions Involving Section 1031 (Like 
Kind) and Related Parties – N-I-B -

Continued
Section 1031 prohibits direct or indirect like 

kind exchanges between related parties 
unless you can prove to the IRS that tax 
avoidance was not the principal purpose of 
both the exchange and disposition of the 
property. 

A related party is defined as a spouse, 
children, grandchildren, parent, grandparent, 
brother, sister, or a related corporation, S 
corporation, partnership, trust, and estate. 



Transactions Involving Section 1031 (Like 
Kind) and Related Parties – N-I-B -

Continued
An indirect exchange is one with a related 

party that includes:
1. An exchange made with a related party 

than an intermediary or
2. An exchange made by a disregarded 

entity such as a single member limited 
liability company if that entity is owned 
by the parties in the exchange. 



Transactions Involving Section 1031 (Like 
Kind) and Related Parties – N-I-B -

Continued
To establish the transaction was not for the 

purpose of tax avoidance, you must 
began the process by attaching a 
statement to the return with an 
explanation. 

The IRS will generally not view a 
transaction as for tax avoidance when:

1. A disposition of property occurs in a 
nonrecognition transaction. 



Transactions Involving Section 1031 (Like 
Kind) and Related Parties –N-I-B -

Continued
2. An exchange in which the related parties 

derive no tax advantage from the shifting of 
the basis between the exchanged 
properties or

3. An exchange of undivided interests in 
different properties that result in each 
related party holding either the entire 
interest in a single property or a larger 
undivided interest in any of the properties.



Conservation Easements – Again!! – N-
I-B

Syndicated conservation easement 
donations continue to be a top 
enforcement objective of the IRS.

These deductions are “radioactive” and 
are a guaranteed audit or worse.

These programs are considered by the IRS 
to be extremely abusive.



Conservation Easements – Again!! 
– N-I-B - Continued

The IRS is targeting taxpayers, promoters of 
these programs, appraisers, advisers, and 
preparers. 

The Justice Department is involved.
As a practitioner, do not go near these 

programs because by preparing a return with 
a deduction claimed for these programs or 
even advising the taxpayers, you will be a 
target of the IRS and definitely on a list. 



Conservation Easements – Again!!
N-I-B - Continued

Yet, these abusive programs are not going 
away despite the punitive audits of their 
abusive nature and subsequent court 
support of the IRS’s position. 



High Income Non-Filers - N-I-B 

This report is both alarming and disgusting.
The Office of the Treasury Inspector 

General for Tax Administration had 
estimated in a report in prior years that 
approximately $39 billion of the $441 
billion average annual tax gap or 9% of 
the annual total tax gap is due to the non-
filing of tax returns by high income 
individuals.



High Income Non-Filers – N-I-B -
Continued

High income individuals that are non-filers 
are defined as having an income of 
$100,000 or more.

Even though these individuals are fewer in 
numbers, they compose the majority of 
the non-filing tax gap. 



High Income Non-Filers – N-I-B -
Continued

The study by TIGTA was done for the tax 
years 2014 through 2016.

It can easily be inferred that these 
numbers have increased. 

In the case of the analysis of the 2014 
through 2016 period, TIGTA identified an 
astounding 879,415 high income 
individuals that have not filed.

Tax ‘Ducker’



High Income Non-Filers – N-I-B -
Continued

Furthermore, the loss to the Treasury is an 
estimated $45.7 billion.

As incredible as it is, the IRS did not work 
on 369,579 individuals by not placing 
them in their inventory and closed out 
42,601 individuals without ever having 
been worked on. 



High Income Non-Filers – N-I-B -
Continued

The IRS is naturally blaming a lack of 
resources for not pursuing this problem 
with any degree of success or vigor.

Yet, why not?  If they have the same 
resources, albeit limited,  to pursue small 
businesses why can’t these resources be 
diverted to pursue the wealthy non-filers 
with vigor?



High Income Non-Filers – N-I-B -
Continued

That is because of their obsession with 
statistics over compliance issues and the 
seemingly consistent approach to go after 
“low hanging fruit” like the small business 
people we represent rather than the more 
difficult high income non-filers in order to 
make their statistical goals.

The IRS is now pursuing high income 
individuals that have not filed.



This issue continues to be a prime audit 
issue for both correspondence and field 
audits. 

In particular, the IRS appears to 
concentrate on high income clients with 
rental losses, although, rental partnerships 
continue to be examined at length.

Rental Losses – N-I-B



The critical issue in these case is the 750 
hour material participation requirement of 
Section 469 and the ability of the client to 
prove it with a contemporaneous, very 
detailed log. 

The entire issue has been determined by 
the courts to center on the detail 
explanations of contemporaneous logs.

Rental Losses – N-I-B - Continued



Child Care Providers – N-I-B
The IRS has issued a new audit guide in 

relation to their stepped up audits of child 
care providers. 

The targeted providers are day care 
facilities, in-home care, after-school 
providers, babysitters, nannies, and 
church programs. 



Child Care Providers – N-I-B -
Continued

The principal areas of focus are:
1. The business use of the home for in-home 

day care providers.
2. Correct reporting of all income including 

government reimbursements, etc. using 
the bank deposits method. 

3. Related payroll issues and independent 
contractor vs. employee classifications.



Large Losses on Schedule C – N-I-B
The Office of the Treasury Inspector 

General for Tax Administration has cited 
the IRS for not conducting enough audits 
on returns containing schedule Cs that 
have large losses and no gross receipts.

Accordingly, the IRS is conducting audits 
of such returns mostly by correspondence.

My thoughts are…….



Large Cash Transactions – N-I-B 

The IRS has stepped up its audits involving 
taxpayers who engage in transaction in 
excess of $10,000 or more. 

These reports are required to be filed by 
banks when accepting deposits or 
cashing third party checks in these 
amounts as well as retail operations when 
the taxpayer pays in cash in excess of 
$10,000.



Large Cash Transactions – N-I-B -
Continued 

Note: the issuance of these FinCEN Form 
112 reports by financial institutions does 
not necessarily mean one deposit in 
excess of $10,000.

Each institution has an internal control 
mechanism that computes the total cash 
deposits within a certain time frame to 
issue the report. 



The emphasis on these cash transaction 
audits results from the TIGTA determination 
that thousands of taxpayers with several 
billion in cash reported by financial 
institutions did not file tax returns.

IRS examiners have access to a data 
base on their laptops that detail if a given 
taxpayer has been the subject of one of 
these reports. 

Large Cash Transactions – N-I-B -
Continued 



IRS Wealth Squad – N-I-B
The IRS has announced in response to 

various pressures the formation of what 
they call the IRS Wealth Squad.

These “squads” are formed where the IRS 
has the resources to do so.

According to the IRS, they are composed 
of “highly skilled auditors and forensic 
accountants”.



IRS Wealth Squad – N-I-B - Continued

The wealth squads are part of the Large 
Business and International Division and, in 
particular, the Pass Through Entities 
practice section.

Therefore, and as a general rule, the 
agents that are part of these squads are 
the higher grade ones indicating that they 
have some experience level. 



IRS Wealth Squad – N-I-B - Continued

The targets of this group is high net worth 
nonfilers (about time) as well as high net 
worth filers who are engaged in complex 
structured tax schemes or entities as well 
as what the IRS has determined to be 
various abusive transactions. 

Allegedly, a typical audit will cover 
businesses, etc. controlled by individuals 
with assets or earnings in the tens of 
millions of dollars.



IRS Wealth Squad – N-I-B - Continued
Furthermore, many of the individuals 

under audit have foreign bank accounts 
and assets.

Bottom Line: We will see. 



Partnership Audits – N-I-B 
The IRS has announced an enforcement 

program to examine partnership returns 
involving:

1. Large losses on the returns that will 
“trigger” the question of whether the 
partner’s have sufficient basis to claim 
the losses. 



Partnership Audits – N-I-B - Continued

2. The sale of partnership interests and how 
are the partners determining their gain or 
loss and what is the character of that 
gain or loss.

3. Distributions in excess of basis and 
whether the partner is reporting that 
excess distribution. 



Partnership Audits – N-I-B - Continued
4. Large partnership returns in which the IRS 

data analytics are focusing on the definition 
of a large partnership.

A large partnership has a balance sheet of 
$10 million or more in assets.

The IRS will use other data analytics to 
identify the audit potential of these returns 
which have been relatively unaudited my 
many years. 

The focus in the selection process is 
supposed to be on the returns that pose the 
highest risk.  



Partnership Audits – N-I-B - Continued

The IRS two years ago formed special 
audit teams to concentrate on audits of 
partnerships of this size.
These audit teams are to specialize in 

partnership issues in addition to the 
regular audit areas. 
The audits teams are very similar and, in 

effect, the same as the audit teams in the 
IRS large case program.



Partnership Audits – N-I-B - Continued

These audits are complex and the IRS will 
take their time, again, similar to the large 
case audit program. 
The duration of the audits will usually be 

two to three years.
These audits began in the summer of 2021.



Partnership Audits – N-I-B - Continued

5. “Lapsed” partnership returns which are 
simply returns that the taxpayer has 
stopped filing.

They are considered delinquent and are 
being sought out by IRS examiners.

Even if the partnership does not have any 
activity, a requirement to file exists. 



Partnership Audits – N-I-B - Continued
Therefore, make certain to file a final 

return even if it is blank when a 
partnership is dissolved or is no longer in 
business.

This is advice despite what the instructions 
say to the contrary because…

Remember, partnership penalties are 
based upon a failure to file and not 
whether the partnership has any activity.



Partnership Audits –N-I-B - Continued

They are based on a per partner basis per 
month.

Note: The LLC status of a partnership is not 
automatically terminated because the 
partners are no longer in business. 
An LLC must be terminated according to 

procedures within the state. 



Limited Partnerships and SE Tax – N-I-B

The IRS’s Large Business and International 
Division has a continued audit 
“campaign” identifying and auditing 
limited partners and members in LLC 
professional service firms claiming 
exemption from self-employment tax. 

This was a result of a 2017 court case that 
brought the issue to light. 



Section 531 (Accumulated Earnings Tax)
Audits – N-I-B

This issue has been a long “sleeping monster” 
because of the focus on partnerships and S 
corporations. 

Currently, there are tax court cases pending 
regarding the IRS’s assertion of this punitive, 
separate tax.

It exists in C corporations that are liquid asset 
“heavy” such as cash and accounts receivable 
and have a very low or nonexistent debt.



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued
The IRS is increasing the number of audits 

in which they are raising the issue of 
excess accumulated earnings and 
asserting the punitive provisions of Section 
531.
This issue only pertain to C corporations. 
The tax is asserted on what is determined 

to be excess earnings at the rate of 21% of 
that total amount.



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued
A C corporation is allowed essentially a 

low level of retained earnings.
Retained earnings in excess of this 

threshold are subject to this punitive tax.
Scan everyone of your C corporation 

clients and their respective balance 
sheets.



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued

Does it exist?
If so, you can do a lot now to prevent its 

application such as establishing 
contingency plans, etc. which we will 
explain later. 



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued
The accumulated earnings tax penalty is 

designed to force corporations to pay 
dividends rather than hold on to a large, 
liquid asset accumulation.
The presence of this issue can be 

determined by reviewing the corporate 
balance sheet. 
The practitioner should look for some red 

flag such as:



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued
1. Very liquid, current assets as evidenced 

by a large account balance in cash and 
accounts receivable.

2. The absence of any material debt 
amounts. 

3. In factoring numbers 1 and 2 above, the 
overall appearance of the balance sheet 
reflecting the corporation is very liquid. 



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued

4. The absence of the payment of any 
dividends or just very small dividend 
amounts in comparison to the liquidity of 
the corporation. 

If the practitioner suspects that the excess 
accumulated issue applies, they should 
utilize the Bardahl formula to determine 
the extent the issue applies to the client. 



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued

The issue can be preempted with:
1. The corporation adopting a written plan related 

to the  redemption of the corporate stock for 
events such as the eventual exist of the 
ownership and, thus, an allocation of reserved 
retained earnings.

2. The corporation having an written plan of 
needed capital expenditures as to how much, 
when, and why. 



Section 531 (Accumulated Earnings 
Tax) Audits – N-I-B - Continued

3. A written analysis of potential cash flows issues 
based upon the demands of the corporate 
business cycle.

4. A written analysis of any possible extraordinary 
future events that would demand the 
corporation to accrue cash and remain liquid

The important requirement is the establishment 
of these contingency plans and analyses that 
are in place PRIOR to an IRS audit.  



Issue 1:  Employer Identification 
Numbers – Pg. 207

Application:
• Business entities, employment/excise 

tax, nonprofits, household employers.
• Form SS-4 - online, fax, mail, or phone (if 

international.
• One EIN per responsible party per day.



Issue 1:  Employer Identification 
Numbers – Pg. 207 - Continued

• Responsible Party:
• Person who controls/manages entity and 

funds/assets.
• Individual (natural person) unless govermental

entity.
• SS-4 must include name and TIN of responsible 

party.
• Changes reportable within 60 days – Form 8822-

B.



Issue 1:  EINs – Continued – Pg. 208
• Nominees:

• Limited authority to act on behalf of entity/no 
authority over assets.

• Cannot obtain EIN for entity or authorize a third 
party.

• If nominee used on SS-4 must identity responsible 
party - Form 8822-B.

• Third-Party Authorization:
• May be designated to obtain EIN – authority 

terminates when EIN issued.



Issue 1:  Employer Identification Numbers –
Applications – Pgs. 208-209

• Online: 
• EIN issued immediately.
• Available if principal business, 

office/agency/legal residence is in 
US/territories.



Issue 1:  Employer Identification Numbers –
Applications – Pgs. 208-209 - Continued

• Fax:
• Provide entity’s fax number:  EIN faxed within 4 

business days.
• No fax number provided:  EIN mailed in about 

2 weeks.
• Mail:

• Assigned EIN sent within 4-5 weeks.



Issue 1:  Employer Identification Numbers –
Applications – Pgs. 208-209 - Continued

Telephone – International applicants.



Issue 1:  New Employer Identification 
Numbers – Pgs. 209-210 

Waiting for EIN:
• File with “Applied For” with date of application in EIN 

space.
• Send any payments due to service center - name, 

address, type of tax, tax period, and date EIN 
applied for on check.

• Generally: Obtain new EIN if ownership/structure of 
business changes:
• No new EIN if name changes.



Issue 1:  New Employer Identification 
Numbers – Pgs. 209-210 - Continued

• Sole Proprietorship needs new EIN if:
• Subject to bankruptcy proceedings.
• Incorporates or becomes partnership.
• TP purchases/inherits existing business to 

operate as sole proprietorship.
• NOT if name or location changes or operates 

multiple business.



Issue 1:  – New EIN Needed? – Pg. 210
• Corporation needs new EIN if:

• Receives new charter.
• Is subsidiary using parent’s EIN or becomes a 

subsidiary of a corporation.
• Changes to a sole proprietorship or 

partnership.
• New corporation created after statutory 

merger.



Issue 1:  – New EIN Needed? – Continued –
Continued - Pg. 210

• NOT if:
• Division of a corporation or surviving one 

using existing EIN after merger.
• Elects to be S corporation or S revoking 

election.
• Corporate reorg and only identity or place 

changes.
• Conversion at the state level and structure 

unchanged.



Issue 1:  EINs – New EIN Needed? –
Continued – Pg. 210 

• Partnership needs new EIN if:
• Incorporates or becomes a sole 

proprietorship.
• Partnership ends and a new one begins.
• NOT if declares bankruptcy or changes 

name/location.



Issue 1:  EINs – New EIN Needed? –
Continued – Pg. 210 

• LLC needs new EIN if:
• New LLC formed with more than 1 owner.
• New LLC formed and elects C or S status.
• New LLC with 1 owner if has excise tax or 

employment tax requirement.



Issue 1:  EINs – New EIN Needed? – Pgs. 
210-211 - Continued

LLC does not need new EIN if:
• Is branch/division of corporation/other entity w/no 

employees or excise tax.
• Existing PS converts to an LLC filing as a PS.
• Existing LLC with EIN chooses to be taxed as C 

corporation or S corporation.
• New LLC with 1 owner has no employees or excise 

tax liability.



Issue 1:  EINs – New EIN Needed? – Pgs. 
210-211 - Continued

Estate needs new EIN if:
• Trust is created with estate funds.
• Estate operates a business after owner’s death.
• NOT if administrator, personal representative or 

executor changes name/address.



Issue 1:  EINs – New EIN Needed? – Pg. 
211

Trust needs new EIN if:
• One person is grantor/maker of many trusts.
• Trust changes to an estate.
• Living or inter vivos trust changes to testamentary 

trust.
• Living trust terminates by distributing its assets to 

residual trust.
• NOT if change in name/address of the trustee, 

grantor, or beneficiary.



Issue 1:  EINs – New EIN Needed? – Pg. 
211 - Continued

• Lost or Misplaced EIN:
• Check with bank or state agency where used.
• Copy of prior-year tax return.
• Ask the IRS to search – (800)829-4933 – 7a.m. 

to 7p.m. local time.



Issue 1:  EINs – Closing a Business 
Account – Pg. 211 

• Closing a Business Account:
• IRS cannot cancel an EIN
• Letter to IRS – complete legal name, EIN, 

business address, reason for closing
• Enclose copy of EIN assignment notice if 

possible
• All $$ due must be paid and any returns due 

must be filed before closing



Issue 2:  IRS Transcripts – Types – P. 212

• Tax Return Transcript:
• Most line items from original 1040 – no 

changes.
Tax Account Transcript:
• Basic data plus changes made after original 

return was filed.

• :



Issue 2:  IRS Transcripts – Types – P. 212 -
Continued

Record of Account Transcript:
• Combination of Tax Return and Tax Account 

Transcripts.
Wage and Income Transcript:
• Data from information documents:  W-2, 1098, 

1099, 5498.



Issue 2:  IRS Transcripts – Security 
Features – Pgs. 212-213

• Masked Transcripts:
• PII of any individual listed on transcript partially 

masked.
• As of 12/13/2020, business tax transcripts 

similarly masked.
• All dollare amounts visible.



Issue 2:  IRS Transcripts – Security 
Features – Pgs. 212-213 - Continued

• Unmasked Transcripts
• If by mail, sent only to TP’s address as shown in IRS 

records
• Authorized Tax Prof: Use PPS – transcript sent to SOR 

mailbox
• Authorized ERO / Circular 230 practitioner: request & 

receive through TDS



Issue 2:  IRS Transcripts – Codes –
Continued – Pg. 213

• Customer File Number:
• Takes place of SSN – created by third –party, 

taxpayer, or professional.
• Transaction Codes:

• Description in transcripts.
• More detail:  Document 6209 (comprehensive), 

Document 11734 (pocket guide).



Issue 2:  IRS Transcripts – Requesting –
Pgs. 213-214

• Individual Taxpayers:
• Get Transcripts Online (fastest):  Need online 

account.
• Get Transcripts by Mail (5-10 calendar days): 

Online, mail/fax 4506-T, call automated phone 
service (800) 908-9946.

• NOTE:  Cannot be forwarded – file Form 8822 to 
change address first.



Issue 2:  IRS Transcripts – Requesting –
Pgs. 213-214 - Continued

• Business Taxpayers:
• Request by phone, fax, or mail:  All transcripts 

mailed (no online request).
• Tax Practitioners:

• Through PPS, mail/fax Form 4506-T, TDS to SOR 
or TP’s address in records.



Issue 3:  Tax Pro Account –Pgs. 217-218

• Real-time posting of Forms 2848 and 8821 – all 
digital.                       

• (Fax, mail, and online submissions options 
remain).

• Benefits:  See list – page 217.
• Taxpayer must have Online Account:

• Access Tax Records



Issue 3:  Tax Pro Account - Continued

• Make/View Payments.
• Manage Communication Preferences.
• Digital Authorizations.
• SEE PN page 218 – OK to submit before 

taxpayer has online account.



Issue 3:  Tax Pro Account – Continued –
Pgs. 218-219

• Creating Online Account:
• Requires photo ID.
• ID.me or live, virtual interview with agents.
• See PN page 219 – working towards login.Gov.



Issue 3:  Tax Pro Account – Continued –
Pgs. 218-219

• Digital Authorization Process (individual taxpayers 
only:
• Tax professional must have CAF number & be in 

good standing with IRS.
• Taxpayer and professional must have US address.
• Tax professional initiates request – all info must 

match IRS records.
• TP approves (or rejects) request.



Issue 4:  Injured Spouse Relief – Pg. 220

• Injured Spouse:
• Does not receive his/her share of joint refund 

because refund applied (or expected to be 
applied) to other spouse’s debt.

• File request for relief with original return or 
separately after return filed.



Issue 4:  Injured Spouse Relief – Pg. 220-
Continued

• Unpaid federal tax liability (IRS).
• Unpaid federal non-tax debt (BFS through TOP).
• Past-due child support (BFS through TOP).
• Past-due legally enforceable state income tax 

obligations (BFS through TOP).
• Unemployment compensation debts (BFS 

through TOP).



Issue 4:  Injured Spouse Relief – Pgs. 
220-221- Continued

Debt Priority:
1. All federal tax debt – priority within tax debts 

listed p. 220.                                    
2. Past-due child support.
3. Debt owed to other federal agencies.
4. Past-due legally enforceable state income 

tax obligations.



Issue 4:  Injured Spouse Relief – Pgs. 
220-221- Continued

5. Unemployment compensation.

Practitioner Note (p.221):
Information on offsets from BFS’s TOP call center.



Issue 4:  Injured Spouse – Pgs. 221-222 
Continued

Must meet all three of the following:
1.Filed a joint return.
2.Not liable for spouse’s past-due debt to which 

overpayment applied.
3.Made & reported payments or claimed 

refundable credits on return.
IRS interactive assistant to determine if qualified –
Figure 6.4.



Issue 4:  Injured spouse – Pgs. 221-222 
Continued

File Form 8379 with return or separately
Form 8379 with return:

• Note “Injured Spouse” in upper left of page 1.
• Attach to return based on sequence number.
• May be filed with paper or electronic returns.



Issue 4:  Injured Spouse – Pg. 222 -
Continued

Form 8379 filed separately:
• Attach copy of all W-2s and 1099s showing 

federal withholding.
• Do NOT attach copy of joint return.
• Both spouses’ TINs in the same order as on 

joint return.
• Injured spouse signs the form.



Issue 4:  Injured Spouse – Pg. 222 -
Continued

• File by later of  3 years from return due date 
(w/ext.) or 2 years from date tax paid that 
was later offset.

• To IRS service center where original return 
filed or if electronic return, to IRS service 
center for where TP lives.

• Cannot be filed at a Taxpayer Assistance 
Center.



Issue 4:  Injured Spouse – Pg. 223 
Continued

Form 8379 Allocations:
• Joint overpayment allocated to each based on 

contribution to overpayment.
• Share of joint liability based on each spouse’s MFS 

liability.
• Must allocate all joint return items between spouses –

Form 8379, Part III.
• Use joint return amounts even if item limited or not 

allowable on MFS.
• If taxpayer does not allocate, IRS will allocate 50/50.



Issue 4:  Injured Spouse – Pg. 223 
Continued

• Noncommunity Property Allocations
• Income:  

• Wages - Allocate as would for MFS returns  
• Joint income - TP chooses allocation
• Other income – Allocate as would for MFS 

returns
• Must identify the type and amount of income



Issue 4:  Injured Spouse – Pgs. 223-224 -
Continued

• Noncommunity Property Allocations:
• Deductions and Adjustments:  

• Allocate as would for MFS returns (includes 
itemized deductions).

• Joint deductions - TP chooses allocation.
• Standard deduction allocated 50/50.
• QBI allocated to spouse with the business 

income.



Issue 4:  Injured Spouse – Pgs. 223-224 -
Continued

• Credits:
• All credits allocated except EIC  (IRS 

will allocate).
• Credits follow claim for dependent, 

based on interest in business, or TP’s 
choice.



Issue 4:  Injured Spouse – Pg. 224 -
Continued

• Noncommunity Property Allocations:
• Taxes:  

• SE tax to spouse with SE income.
• Excess APTC repayment allocated as 

TP chooses.
• NII tax allocated as net investment 

income allocated.



Issue 4:  Injured Spouse – Pg. 224 -
Continued

• Tax Payments:
• Withholding to spouse who paid the withholding                                                   

(income, excess soc. sec., tier 1 RR retirement, 
additional Medicare tax).

• Separate estimates allocated to paying spouse.
• Joint estimates allocated however spouses 

agree (if not, formula p. 224).



Issue 4:  Injured Spouse – Pgs. 224-227 -
Continued

• Example 6.1 – Form 8379 Allocations:
• George & Lena Short – $1,700 refund offset for 

George’s past-due child support.
• Two children – ages 1 and 3.
• Figure 6.5 shows joint return amounts:

• Wages:  George $33,000 – Lena $20,000.
• IRA:  George’s IRA contribution.



Issue 4:  Injured Spouse – Pgs. 224-227 -
Continued

• Interest income on joint account.
• Jointly owned real estate rental loss 

($1800).
Figure 6.6 – Page 226 - Form 8379, Parts I 
and II  (Note items 11 and 12).
Figure 6.6 – Page 227 – Form 8379,  Part III.



Issue 4:  Injured Spouse –Pg. 228 -
Continued 

• Community Property Allocations:
• Items allocated equally unless derived from 

separate property.
• State laws differ on amount of joint 

overpayment to apply to federal tax debt of 
one.

• Figure 6.7 – P. 228 – Table of revenue ruling 
guidance for community property states.



Issue 4:  Injured Spouse –Pg. 228 -
Continued 

• See also Revenue Ruling 85-70 and 
I.R.M. 25.18.5.

• IRS determines injured spouse’s refund:
• Can request copy of the Injured Spouse 

Claim Worksheet.



Issue 4:  Injured Spouse – Example 6.2 –
Pgs. 228-229

• Example 6.2 – Injured Spouse Claim Amount
• Joint liability of $13,004 - Refund $2,996.
• Art:  withholding of $6,000 - Bea: withholding of 

$2,000.
• Joint estimated payment of $8,000.
• Art’s unpaid federal tax liability prior to their 

marriage:  $5,000.



Issue 4:  Injured Spouse – Example 6.2 –
Pgs. 228-229 - Continued

• Tax liabilities if MFS:  Art - $10,302   Bea -
$3,334  (Total:  $13,636).

• Figure 6.8 – P. 229 – allocation of estimated 
payment, computation of each spouse’s 
contribution and share of joint liability.

• Share of refund = Contribution less share of 
liability.



Issue 4:  Injured Spouse – Example 6.2 –
Pg. 229 - Continued

• Estimated payment allocation (using MFS liabilities):
Bea:    3,334 / (10,302 + 3,334) x $8,000 = $1,956.
Art:    10,302 / (10,302 + 3,334) x $8,000 = $6,044.

Contributions:
Bea: $2,000 w/hg + $1,956 est. = $3,956  Art:  $6,000 
w/hg + $6,044 est. = $12,044.



Issue 4:  Injured Spouse – Example 6.2 –
Pg. 229 - Continued

• Share of Joint Liability (using MFS liabilities):
Bea:  3,334/(10,302 + 3,334) x $13,004 = $3,179.
Art: $9,825 (same formula).

Share of $2,996 Refund:
Bea:   $3,956 - $3,179 =    $777.                                                                                          
Art:   $12,044 - $9,825 = $2,219 = Joint 
overpayment amount for offset.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 230-231 

 - Arises when assessed tax is unpaid

 - Attaches to all property and rights to property of the TP

 - Automatically attaches to any property acquired during lien existence

 Notice of Federal Tax Lien (NFTL)
• IRS files to establish priority over other creditor claims

• Real property:  Filed where property located

• Personal property:  Filed where TP resides

• For corp. or PS, residence = location of principal executive office

• For international TP, residence  = Washington, D.C.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 230-231 

 - Arises when assessed tax is unpaid.
-Attaches to all property and rights to property of 

the TP.
- Automatically attaches to any property 

acquired during lien existence.
Notice of Federal Tax Lien (NFTL):

• IRS files to establish priority over other creditor 
claims.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 230-231 - Continued 

• Real property:  Filed where property located.
• Personal property:  Filed where TP resides

• For corporate or partnership, residence = 
location of principal executive office.

• For international TP, residence  = 
Washington, D.C..



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 231-233 - Continued 

Notice of filing NFTL – Letter 3172:
• Within 5 days.
• In person, @ residence/business, 

certified or registered mail to last known 
address.

• Tax lien continues until liability paid or until 
CSED:



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 231-233 - Continued

• If claim reduced to a judgment, 
collection period expires when paid.

• State statutes do not affect duration or 
existence of FTL.

• Self-release 30 days after original CSED 
but may be refiled. 

TP 6 options after NFTL  (see list – p. 233).



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 233 - Continued

Payment in Full:
• IRS must release within 30 days → Certificate 

of Release of FTL.
• No certificate? Contact Centralized Lien 

Operation, write to advisory office.
• If need immediate release:  Contact local 

office.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 233 - Continued

• Appealing the NFTL:
• Deadline 30 days after Letter 3172.

• Form 12153 – CDP hearing - Levy prohibited, 
CSED suspended.

• Form 9423 – CAP hearing – After manager 
conference (3 days).
• Faster result but cannot be appealed in 

court.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 233-234 - Continued

Release of Lien:
• Full payment of liability.
• Post a bond to secure payment – requires 

approved surety company.
• Payment terms of offer in compromise met.
• CSED expired.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 233-234 - Continued 

• Withdrawal - Removes NFTL from public record -
lien and TP’s liability remains:
• Installment agreement.
• Will help taxpayer pay the liability.
• IRS in error. 
• Apply:  Form 12277 → Approved - Form 

10916(c)  Denied – Letter 4711.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 234 - Continued 

Discharge of the NFTL: 
1.Value of TP’s remaining property ≥ 2 x 

(federal liability + superior liens).
2.Liability partially satisfied by $ not <  value of 

govt’s interest in property.
3.Govt’s interest has no value.
4.Sale proceeds to be held.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 234 - Continued 

5.3rd party with ownership interest makes 
deposit/bond = govt’s interest in property.
• Apply:  Form 14135:

• Note if to avoid foreclosure (IRS will try to 
expedite).

• IRS Publication 783.
• Denied:  Letter 4025 – Appeal through CAP.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 234 -235 - Continued 

1.Value of TP’s remaining property ≥ 2 x 
(federal liability + superior liens):

• No payment required.
• Must be in filing compliance, current 

in payments, balance due accts 
addressed.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pgs. 234 -235 - Continued 

2. Partial Payment: 
• TP must be divested of all interest in the 

property.
• Can decrease value by necessary sale 

expenses.
• May request relocation expense allowance if 

principal residence – Form 12451.
• Example 6.3 – p. 235 – IRS lien of $203,000:

• IRS interest = $215K (sale offer) - $135K 
(superior lien) - $15K (sale costs) = $65K.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 325 - Continued 

3. No Value:
• Ex.  Short sale – senior lienholder 

agrees to accept < total owed.
• Must submit escrow agreement with 

the application.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 325 - Continued 

4. Substitution of Sale Proceeds:
• Sale proceeds held in fund.
• Ex. 6.4:

• Priority: Mtg $32K, Mtg $5K, IRS $40K, 
Mech. Lien $3K.

• Certificate of discharge when $40,000 
placed in approved escrow account.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 235

5. Substitution of Value:
• 3rd party owner who deposits/secures 

bond = govt’s interest can request 
discharge.

• Provision not available to TP.
Note:  Estate or gift tax lien release –
Application:  Form 4422.



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 236 - Continued

Subordination of FTL
1.TP pays IRS amount = lien or interest to be 

subordinated
• Ex.:  Refinancing to pay toward tax liability –

propose to pay IRS cash out
2.IRS determines subordination will make collection 

of tax easier
• Ex:  Reduced loan payment allows larger 

monthly payments to IRS



Issue 5:  Liens and Levies – Federal Tax 
Lien – Pg. 236 - Continued

• Ex. 6.5:  Loan $ to repair deteriorating 
unsalable building only if priority over IRS.

1.IRS determines govt adequately secured after 
subordination of an estate tax lien:
• Application:  Form 14134.
• Denied:  Letter 4027 – Appeal through CAP.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 236-237 - Continued

- Levy authorized 10 days after notice and 
demand.

- Can levy any property unless exempt.
Requirements for IRS Levy:
1. Tax assessed and Notice and Demand for 

Payment sent to TP.
2. TP neglected or refused to pay.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 236-237 - Continued

- TP given levy notice 10 days after demand and ≥ 30 
days before levy:

• In person, left at home/business, sent by 
certified/registered mail.

 Notice and demand may be issued with notice of 
intent to levy (p. 237).
 Levy without notification if collection in jeopardy.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 237-238 - Continued

Property Subject to Levy:
• All property or rights to property unless 

exempt.
• Continuous levy:

• Served once, in effect until full pay or CSED.
• Wages, salary, commissions, Federal 

Payment Levy Program, Fed. Annuities.
•



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 237-238 - Continued

• PN:  Levy on Social Security continues after 
CSED:

• Fixed & determinable right to future 
payments at time of levy.

• See Reg. §301.6343-1(b)(1)(ii).
• Bank/Investment accounts – balance at time 

levy delivered (21-day hold).
• House, car, other property – seizure and sale.

•



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 238-239 - Continued

Property Exempt from Levy:
• Specified by IRS §6334 (see list – page 238).

Seizure of Principal Residence (of TP, spouse, 
former spouse, minor child):

• Exempt if deficiency ≤ $5,000.
• Must have judicial approval.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 238-239 - Continued

• IRS to show law/procedures met, liability 
is owed, no collection alternative.

• Seizure of Business Assets:
• Exempt unless area director approves 

levy or if collection of tax in jeopardy.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pg. 239 - Continued

Avoiding a levy:
• Make full payment, installment agreement, 

OIC approved
• Establish hardship for currently-not-

collectible status
• Levy release required if:
1.Liability paid in full



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pg. 239 - Continued

2.Levy issued after CSED.
3.Release facilitates collection.
4.Installment agreement.
5.Creates economic hardship.
6.Property value > liability, release does 

not hinder collection.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 239-240 - Continued

Ex. 6.6 – Facilitate Collection:
• Levy served on stock account holding cash & 

stock options.
• Cash is enough to exercise options.
• Levy released to allow exercise and sale of 

shares.
• New notice to attach to sale proceeds to pay 

liability.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 239-240 - Continued

Ex. 6.7 – Economic Hardship:
• Levied bank account of $600.
• Eviction notice – unpaid rent of $600 due 

immediately.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pg. 240 - Continued

Appealing a Levy:
• 30 days from notice to request a CDP hearing – Form 12153.
• 30 days from Appeals determination to appeal to Tax Court.
• May appeal through the CAP (no appeal).

• Recovery of Wrongfully Seized Property:
• If not sold, return anytime.
• If sold, $ received returned within 2 years of date of levy 

w/interest
• No interest if levy released for reasons listed on p. 240.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 240-241- Continued

Retirement Plan Levies:
• Interest paid regardless of reason for release.
• Can contribute money/property received back to 

plan:
• Rollover if by due date (w/o ext.) of return for year 

returned to TP.
• Treated as made in year of distribution for levy.
• Interest from IRS treated as earnings on the plan and 

not taxable.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pgs. 240-241- Continued

Wrongful Seizure – 3rd Party:
• Administrative claim – letter to IRS advisory 

group (see p. 241 for details).
• If rejected → Appeal through CAP.

• Civil action – must exhaust admin remedies 
first.

• Publication 4528.



Issue 5:  Liens and Levies – Federal Tax 
Levy – Pg. 241

Reimbursement of Bank Charges – Wrongful Levy:
• Form 8546 – limited to $1,000.
• Within 1 year of date claim accrues.
• Include copy of levy and bank records.
• Qualifies if:

• IRS acknowledges levy erroneous.
• TP did not contribute or compound the error.
• Prior to levy, TP responded timely to IRS.



Issue 6:  Cybersecurity – Common 
Scams – Pgs. 242-243

Economic Impact Payment Theft:
• Attempt to get PII under guise of some 

“federal” payment.
• Text, call, email – requesting data 

verification.
• Unemployment Fraud:

• Questionable Form 1099-G – contact state.



Issue 6:  Cybersecurity – Common 
Scams – Pgs. 242-243 - Continued

• Report only unemployment actually 
received.

• Phishing Scams:
• Fake emails, text messages, websites, 

social media.
• Appear to be from IRS, new client, tax 

software company – Figure 6.9.



Issue 6:  Cybersecurity – Common 
Scams – Pg. 243 - Continued

Fake Charities:
• Solicit by text, email, phone.
• Online search directs to fake website or social media 

page.
• IRS Tax Exempt Org Search to find/verify qualified 

charities.
Offer in Compromise Mills:

• Excessive fees.
• Beware:  Claims their services needed, limited window of 

time etc.

•



Issue 6:  Cybersecurity – Common 
Scams – Pg. 243 - Continued

Abusive Tax Schemes:
• Large deductions with exorbitant fees.
• IRS Office of Promoter Investigations.



Issue 6:  Cybersecurity – Common 
Scams- Pg. 244 - Continued

Google Voice Verification Scam:
• Google Voice – sets up virtual phone number.
• Targets:  online listers, owners of lost pets, dating 

websites.
• Calls or texts – wants to buy/found pet - needs to 

verify individual. 
• Will send Google authentication code & target to text 

it back.



Issue 6:  Cybersecurity – Common 
Scams- Pg. 244 - Continued

• If target responds, can create Google Voice 
number linked to target’s phone number.

• Scammer then uses number in fraudulent 
ads or other criminal activity.

• Victims report to FBI at www.ic3.gov or call 
local FBI office.

• Google Voice website provides way to take 
back control.

•

http://www.ic3.gov/


Issue 6:  Cybersecurity – Reporting 
Scams – Pg. 244 - Continued

IRS Imposters:
• TIGTA at www.tigta.gov or (800) 366-4484.
• Phone # of caller/callback, communication description, 

name & badge number given, date, time, location.
• Possibly file with FTC, FCC or local Attorney General via 

online complaint forms.
IRS-Related Emails:

• Forward to phishing@irs.gov – with full email header, if 
possible.

http://www.tigta.gov/
mailto:phishing@irs.gov


Issue 6:  Cybersecurity – Reporting Scams –
Pg. 244

• If requesting W-2 info, also forward to FBI –
http://www.ic3.gov.

• If not IRS-related, forward to 
reportphishing@apwg.org.

If malicious code suspected in email:
• Forward to recipient’s internet service 

provider’s abuse department.
• Report at ww.ftc.gov/complaint.

•



Issue 6:  Cybersecurity – Pgs. 244-245

Protecting Client Data:
• Pub 4557, Safeguarding Taxpayer Data.
• Pub 1345, Handbook for Authorized IRS e-File Providers.
• National Institute of Standards and Technology, Small Business 

Income Security: the Fundamentals.
• Additional steps – list p. 245.

Signs of a Data Breach – list p. 245.



Issue 6:  Cybersecurity – Data Breach –
Pgs. 245-246

-Take action immediately
- Pub. 4557 and FTC’s Data Breach 

Guidance: A Guide for Business.
1. Contact IRS and Law Enforcement:

• Contact IRS stakeholder liaison 
(they contact IRS CID).

• Contact FBI if directed by IRS.



Issue 6:  Cybersecurity – Data Breach –
Pgs. 245-246 - Continued

• Contact local police.
• If ransomware attack, contact IRS and FBI.
• Other suspicious activity – Cybersecurity & 

Infrastructure Security Agency.
1. Email the Federation of Tax Administrators for 

state information.

•



Issue 6:  Cybersecurity – Data Breach 
Pg. 246 - Continued

3. Contact security experts and insurance 
company.

4. Contact clients – at time advised by law 
enforcement.

5. Determine if state requires the offer of credit 
monitoring/identity theft protection.



Issue 7:  Gig Economy - Pg. 247 - Continued

Online platforms/apps for variety of 
services/goods.       

Influencers (creators):
• Promote/recommend products/services thru 

social media.
• Generate income thru sponsorships, 

advertising, subscriptions, tips.
• Create content to post on platforms.



Issue 7:  Gig Economy - Pg. 247 -
Continued

• Streamers:
• Play games – online video platforms.
• Revenue from sponsorships, advertising, 

subscriptions, tips, donations.                                                               



Issue 7:  Gig Economy – IC vs EE – Pgs. 
247 - 248

Classification of GIG worker:
• Typically treated as independent contractor.

Classification tests:
• Behavioral – right to control.
• Financial – how is worker paid, who pays expenses, 

who provides tools.
• Type of Relationship – contract, benefits, work is key 

aspect of business?
• SS-8 by worker or business for status determination.



Issue 7:  Gig Economy – Form 8919 Pg. 
248

TP believes improperly treated as IC, Form 
8919 to pay EE share of FICA if:
1.Services performed for a firm,
2.TP believes pay was not for services as IC,
3.No social security/Medicare taxes withheld, 

AND



Issue 7:  Gig Economy – Form 8919 Pg. 
248

4. One of the following applies:
• TP filed Form SS-8 & determined employee.
• TP received other correspondence from IRS 

indicating EE status.
• TP filed Form SS-8 and has no response yet.
• TP received W-2 &1099 from firm & 1099 $ 

should have been on W-2.
Information re: who paid, reason, correspondence 
date included on 8919.



Issue 7:  Gig Economy – Tax Issues – Pgs. 
248-249

Income taxable - part-time, temporary, not on W-
2/1099, noncash payment:

• Income tax, SE tax, estimated payments.
Streamers/Influencers:

• Brand pays for featuring product, using product, 
attending events.

• Advertising fees.
• Create or co-create product line for sale.



Issue 7:  Gig Economy – Tax Issues –
Pgs. 248-249 - Continued

• Online seminars or live online events.
• Digital products – e-books, online 

tutorials.
• Subscription fees, donations, and tips.



Issue 7:  Gig Economy – Tax Issues –
Pgs. 250-252 - Continued

SE Tax:
• Derived from T or B:  continuity & regularity, for 

profit.
• Tax: 15.3% of 92.35% of net earnings from SE of ≥ 

$400:
• $147,000 max in 2022 for 12.4% OASDI.
• No limit on 2.9% Medicare.
• Additional Medicare: .9% above $250,000 

(MFJ), $125,000 (MFS), $200,000 (others).



Issue 7:  Gig Economy – Tax Issues –
Pgs. 250-252 - Continued

Estimated Tax Payments if:
• Expects to owe at least $1,000.
• $ paid in to be < smaller of 90% current 

year tax or 100% of prior year tax.
• PN (P. 251) Adjust w/hg on job instead –

treated as paid ratably over the year.



Issue 7:  Gig Economy – Tax Issues –
Pgs. 251-252 - Continued

Recordkeeping:
• Pub 583, Starting a Business and 

Keeping Records.
• Retain until SOL expires.

• Reporting Payments to Gig Worker:
• Form W-9 to secure and certify TIN:



Issue 7:  Gig Economy – Tax Issues –
Pgs. 251-252 - Continued

• Form 1099-NEC to report nonemployee 
comp - ≥ $600,

• Form 1099-K for Payment cards/3rd party 
networks - ≥ $600. 

• IRS Gig Economy Tax Center, Self-
Employed Tax Center.
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