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Working with the IRS Office of Appeals-What to expect in Collection Appeals 
 (edited transcript) 

 
 
 
Gina Smith: Thank you. Thank you, Evelyn. As she said, my name is Gina 

Smith. I'm an appeals team manager here in the Dallas office, and 
I'm going to be presenting to you working with the office of 
appeals, what to expect in collection. And I have with me Rob 
Wolf who is an appeals officer who's also located here in Dallas.  

 
Today we will be presenting information that taxpayers and 
practitioners should know when working with the office of appeals 
on a collection matter.  
We will start with an overview of appeals policies and procedures. 
Then move onto a discussion of how you appeal an IRS decision. 
And at what point in your case process would it qualify to come to 
appeals.  

 
 
 And then discuss more specifically what you can do to expect with 

specific types of cases and appeals. And now I'd like to ask you a 
question. How many people have worked with a case in appeals 
before? Please raise your hand. That's pretty good. Now, keep your 
hand up if you work with appeals on a consistent basis. I recognize 
one person [laughs]. Welcome. So I want to say thank you for 
helping – and I'm hoping that this presentation will help you 
understand and make you aware of what you can do in appeals, 
and how to best represent your clients with their cases before us.  
 
I'm sure you've heard many times before, but the office appeals – 
or we refer to ourselves simply as appeals – is an independent 
resolution function within the IRS.  
Our mission is to resolve tax controversies without litigation, on a 
basis that is fair and – impartial to both the government and the 
taxpayer, in a manner that will enhance voluntary compliance and 
public confidence, with the integrity and efficiency of the service. 
Appeals serves a crucial role in that administration of our nation's 
tax laws. And we occupy a unique position in our tax 
administration, because we are independent within the IRS. Our 
independence allows us to provide fair and impartial treatment of 
cases that are presented to us. And every year the office of appeals 
helps resolve more than 100,000 taxpayer cases without going to 
tax court. Appeals independence is very crucial to our functions. 
And it's independent of compliance. When I refer to compliance, 
I'm referring to the function of the IRS that worked the case for the 
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government – either collection or examination, depending on the 
type of issues involved. Independence from –  

 
 -compliance is one of appeals' most important core values. It is 

important that appeals officers do not perform the actions that are 
under the sole purview of compliance. Compliance is responsible 
for assessing and collecting taxes and other amounts owed. 
Compliance is the first finder of fact when it comes to 
investigating and analyzing tax returns and other information 
submitted by taxpayers. And for securing payment of taxes, 
penalties, and interest. It is up to compliance to develop the 
position for the government on a particular matter, and to provide 
appeals with complete written analysis and documentation of their 
position.  
 
It's important to know that appeals does not continue with the 
development of cases from compliance. Appeals officers are not 
investigators or examiners. Nor do we assist compliance with 
developing the government's position. Appeals employees are 
prohibited by statute from engaging in – 

 
 
 -certain ex parte communications from other IRS employees. And 

one technique appeals officers use to avoid ex parte concerns is to 
arrange multi-party conferences, _____ _____ to arrange also that 
would include appeals, compliance, the taxpayers, and you as a 
representative for discussions about the substantive issues in the 
case. Except for a limited exception for fraud, malfeasance, or 
misrepresentation material facts, appeals officers will not raise new 
issues. For many types of cases, appeals has exclusive authority 
within the IRS to administratively settle cases based upon hazards 
of litigation. Meaning that uncertainties that may exist in the event 
of issues preceding to litigation, in all cases, appeals officers take 
quasi-judicial approach to reaching a solution. Appeals officers are 
obligated to objectively review the facts and the law, in order to 
draw –  

 
 
 -conclusions for making their determinations, which are typically 

binding to compliance and to the taxpayer. In addition, if we are 
unable to resolve cases, the taxpayer usually retains the right for 
judicial review, in the court holding position and jurisdiction over 
that matter. And there are some exceptions that do apply to that. 

 
 So. How do you know if your case is eligible for appeals? We are 
not like the compliance function. We do not initiate contact with 
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the taxpayers, so appeals could be the place for you if you receive 
a letter from the IRS, explaining your right to appeal the IRS's 
decision. If you do not agree with the IRS's decision, and you are 
not signing an agreement form for all the issues considered by 
compliance.  
 
 

 
Appeals is not for you if you receive correspondence from the IRS 
that was a bill, or other notice –  

 
 
 -and there was no mention of any appeal. In most cases, your 

request for an appeal should be completed and mailed to the IRS 
address on the letter explaining your appeal rights. The written 
request for an appeal must be submitted within specific specified 
time limits, or it cannot be processed. One exception is the 
collection of appeals program, where taxpayers' cases originating 
in the automated collection site, ACS, may request an appeal over 
the phone. Please note your request should never be mailed 
directly to the office of appeals. This will only delay the process, 
and, in some instances, could preclude you from appeals 
consideration. Providing all necessary information upfront with 
your appeal will help speed up the resolution of your case. Waiting 
to provide information to appeals at the conference could result in 
your case being returned to compliance for consideration of the 
new information. Such actions will cause delays in resolving the 
tax matters.  

 
 
 Taxpayers may represent themselves before appeals, or have a 

professional such as yourself represent them. The representative 
must be an attorney, a certified public accountant, or an enrolled 
agent authorized to practice before the IRS. If a representative 
signs and prepares the protest, he or she must substitute a 
declaration for the penalties of perjury statement that includes, one, 
that he or she submit the protest and any company documents, and, 
two, whether he or she knows personally the facts stated in the 
protest or accompanying documents are true and correct.  
 
Appeals' commitment to you is to explain your appeals rights, and 
the appeal process. Listen to the concerns. Be courteous and 
professional. Be timely and responsive. Be fair and impartial.  
 

 
Your responsibilities – is for your request for an appeal –  
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 -to list all the issues of which you disagree with, and why. Explain 

how you understand the facts and the law. Listen to our 
explanation of the appeals process. Including the timeframe with 
which to resolve your case. Give us any additional information or 
documentation that will be helpful to resolve your case within a 
specified timeframe. If you present new information that you did 
not provide to compliance, your case may be returned to them, or 
referred that information to them for further consideration. At that 
point, you will receive their comments, and have an opportunity to 
respond to their analysis. Also, please let us know the best time we 
have to contact you. Response times from appeals can vary, 
depending upon the type of case, and the time needed to review the 
file. And if you have a question about the status of your case file, 
you can contact the office where you sent your appeal request, and 
they can tell you when they –  

 
 
 -forward their case to appeals. Or you can contact appeals, and 

there is specific information on the IRS.gov website addressing 
how to do this.  
 
Okay. So, talking about appeals conferences now. Appeals offices 
offer personal contact for all cases. While most cases are resolved 
by telephone, taxpayers have a wide range of conference options. 
That can include telephone, correspondence, virtual, and in person. 
For in person conferences, there are currently six factors that 
appeals uses to determine whether there should be an in person 
conference. Appeals is looking closely at this issue, and is 
interested in your feedback. Appeals also offers virtual 
conferences, and is working on expanding virtual conference 
opportunities for taxpayers. We are piloting a new technology 
option in the coming months, and, with this new option, it will 
allow us to conference virtually in a secure environment.  

 
 
 So look for more information on the potential of the use of Web-X 

on appeals' website in the coming months. You can go to 
www.IRS.gov, and find out information on the office of appeals. In 
communications with compliance, both appeals and compliance 
must adhere to the ex parte communication guidelines. These 
guidelines require that the taxpayer representative be provided with 
an opportunity to participate in any communication between 
appeals and compliance when the strengths and weaknesses of the 
case are discussed. It is permissible for appeals to engage in 

http://www.irs.gov/
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communications with compliance without involvement from the 
taxpayer or the representative if such communication is limited to 
ministerial, administrative, or procedural issues. As mentioned 
earlier, to resolve cases, appeals considers the relevant facts, law –  

 
 
 -administrative guidance, and in certain cases litigating risk, or the 

uncertainty of the outcome of the case, if the case were to be 
litigated. As part of their review, appeals officers may consider 
statements and testament provided by a taxpayer when addressing 
and litigating risk associated with the taxpayer's testimony. And 
our focus is on whether the taxpayer statements are credible. After 
we evaluate a case, appeals may try to resolve the case by 
compromising and settling on an issue for a reduced amount of tax. 
However, not all cases can be settled in this manner. Our decision 
will depend upon the merits of each case.  

 
 

We're now going to discuss collection work. There are three major 
types of collection work worked in appeals. One is the collection 
appeal process, better known as CAP. Offers in compromise, better 
known as OIC. And collection due process, better known as CDP.  

 
 
 Under the CAP process, it provides administrative appeal for 

certain collection actions, such as seizures, levies, liens, and 
rejected, modified, or terminated installment agreements. CAP is 
an option for taxpayers who want a quick resolution of an 
administrative or procedural issue. In CAP hearings, appeals' 
consideration is strictly limited to whether the appropriate action 
taken or proposed action is appropriate. For example, in a levy 
case, appeals may determine that the levy was not appropriate, and, 
as a result, direct compliance to release that levy. Likewise, 
appeals may sustain compliance's actions. But appeals will not 
consider collection alternatives in that case, such as offering an 
installment agreement. An offer in compromise, an OIC, is an 
agreement between the taxpayer and the government that settles a 
tax liability for a payment less than the full amount owed. The IRS 
is authorized to compromise a liability on one of three grounds. 
Doubt as to collectability –  

 
 
 -doubt as to liability, and to promote effective tax administration. 

The IRS will accept an offer in compromise when it's unlikely that 
the tax can be collected in full, and the amount offered is a 
reasonable reflection of the what the IRS could expect to collect 
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from the taxpayer during a specified timeframe. When an OIC is 
appealed, appeals will only consider issues specifically disputed by 
the taxpayer. We will not initiate a research for other assets other 
than those in the file, or the documentation provided by the 
taxpayer. We will accept collections valuations of those assets, but 
we will consider arguments and documentation introduce by the 
taxpayer indicating the assets should be lowered. The value of that 
asset should be lowered. It's also important to note that appeals 
will correct certain errors in an offer in compromise, even if not in 
dispute. These errors include a correction of simple mathematical 
errors – 

 
 
 -on the income expense table, or the asset equity table. Another 

example is where collection fully developed an income expense 
asset or liability, but did not record the value in the correct item on 
those tables. If the taxpayer's income is disputed, and is increased 
or decreased by appeals, then the expenses for current taxes will be 
adjusted accordingly. And if any correction to a strictly 
computational error is made, the change results in a calculated full 
pay of the liability, and the offer rejection will be sustained, absent 
effective tax administration conditions. Appeals cannot offer other 
conditions, collection alternatives such as installment agreement 
currently not collectible on cases of non-CDP offers. Although 
appeals may discuss these alternatives with the taxpayer, they must 
be pursued with the collection department. The purpose of –  

 
 
 -a collection due process, or CDP hearing, is to have appeals 

review collections actions that were taken, or have been proposed 
by collection. You can request a CDP hearing if you receive a 
collection notice that specifically states that you have a right to 
hearing. At the conclusion of an un-agreed CDP case, appeals will 
issue a notice of determination that sets forth the case resolution. 
This determination reviewal by the United States Tax Court. CDP 
equivalent hearings are not entitled to judicial review. Taxpayers 
may raise any non-frivolous issue in a collection due process case. 
Frequently the taxpayer will be asked to provide a collection 
information statement, and supporting documents, if a collection 
alternative is sought. Significant new information provided to 
appeals may be sent to collection for review. And then for review 
and analysis before appeals will consider it. Collection will return 
the information with their position – 

 
 -on this information to appeals, and appeals will share that 

information with the taxpayer, and or their practitioner, if they 
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have one, giving them time to review it and comment on 
information before we hold our next hearing. All new offers and 
compromises submitted as a collection alternative in a collection 
due process hearing must be initially reviewed by compliance. So 
when a taxpayer submits an offer in compromise to appeals, the 
appeals officer sends the information to the appropriate COIC offer 
in compromise site, so that the collection employee can investigate 
and verify the collection information statement submitted by the 
taxpayer. Appeals will accept there as verified any financial 
statement that the collection department had an opportunity to 
review within the past 12 months of receipt of the information and 
appeals. Appeals will avoid any prohibited ex parte 
communications when the information is sent back to compliance.  

 
 
 When new information requires verification by compliance, our 

officers utilize what we call the appeals referral investigation 
process. So to avoid delay in the case process, appeals requests 
your participation in a three way or multi-party discussion with 
appeals, the taxpayer, and collection being present. These 
discussions are collaborative, and may be a more efficient way of 
resolving disputed issues, although they aren't appropriate in all 
situations. For example, when appeals has a CDP tax module, and 
there are other modules still assigned to the collection department 
that are not part of the CDP process, a joint conversation could 
facilitate a quicker resolution of those issues. Appeals does not 
make determinations of whether a lien will be filed, but may 
recommend that a lien is not filed when appropriate. In addition to 
the traditional appeals process, appeals offers dispute resolution 
programs where we generally function as mediators.  

 
 
 These options which can include – are available for examination 

and collection type cases – can expedite the resolution of disputed 
issues, and maybe a good avenue for efficiently resolving tax 
cases.  

 
 

For collection cases, these voluntary mediation programs include 
fast track mediation. They also include post appeals mediation for 
collection. Both fast track mediation, post appeal mediation, are 
only available for offers in compromise that result not from a 
collection due process hearing, and from trust and recovery penalty 
cases. Importantly, taxpayers retain the ability to use the traditional 
appeals process if fast track mediation is unsuccessful. However, 
PAM is not available to taxpayers who have had an unsuccessful 
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fast track mediation case. For more information on alternative 
dispute resolution, please visit –  

 
 
 -the online self-help tool on IRS.gov, and to explain appeals 

different mediation programs and is designed to help the taxpayers 
understand when mediation is best with you and IRS employee.  

 
So I know that right now you are so anxious to get to a roleplaying 
situation with us. And we're going to present to you three short 
roleplays that will illustrate some of the work that goes on behind 
the scenes in appeals. We hope it will help you to understand how 
we consider evidence and issues, and reinforce the concept that we 
are independent from compliance. So helping me with the 
roleplays is Rob Wolf. The first case, we have a collection appeal, 
a CAP case. It involves a taxpayer, Mr. Man, who is a financial 
advisor who does not follow his own advice. He makes very good 
income, but he can't stop himself from tying up his money in risky 
investments. He does not have sufficient withholding, because –  

 
 
 -he might need the money for a great investment opportunity. This 

strategy has not worked well for him, and he now owes more than 
$100,000.00 in delinquent taxes and has no liquid assets with 
which to pay them. The IRS has contacted him several times, but 
he ignored the letters and made insincere promises to pay the 
automated collections site. Now his bad decisions have caught up 
with him, and levies have been served to his bank accounts and 
salary. In response to these actions, Mr. Man hired an enrolled 
agent to represent him. The enrolled agent called ACS, the 
automated collection site, and asked for a contact representative 
and her manager to release the levies. When the request was 
refused, he requested a CAP hearing with appeals. The CAP case 
has been assigned to settlement officer Bacon, that will be me, who 
wants to discuss the case with my manager, Mr. Coffee, which will 
be Rob Wolf.  

 
 
 Good morning. I have a CAP case that needs your attention. Do 

you have time to talk?  
 
Robert Wolf: Sure. Let's talk.  
 
Gina Smith: Okay, thanks. The taxpayer, Mr. Man, owes about $100,000.00, 

and is not current his estimated tax payments for this year. ACS 
asked him for a financial statement, which he did provide, but it 
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was not complete. So ACS issued levies to his bank account and 
his employer, and Mr. Mann called ACS requesting a CAP hearing 
raising several issues.  

 
Robert Wolf: Are all of these issues legitimate?  
 
Gina Smith: No. He wanted to discuss rejection of his installment agreement, 

but I don't see anything in the history that indicates an installment 
agreement was rejected. He told ACS something about wanting the 
liens and levies withdrawn, but no tax liens have been filed. I think 
he was confusing levies and liens, as the history shows no 
discussion of liened filing.  

 
Robert Wolf: Well, that doesn't leave much of a case.  
 
Gina Smith: It would seem that way. All that is left is the levy issue, and on the 

surface it appears that ACS followed law and procedure.  
 
 The taxpayer filed tax returns with a balance due, and the required 

notices were sent, and expired. The taxpayer failed to take 
constructive action to resolve the liability, so the levies were 
issued.  

 
Robert Wolf: It sounds like your case is pretty much ready to close. Why the 

urgency?  
 
Gina Smith: Well, in the conference, the power of attorney insisted that ACS 

employee had told Mr. Man that she had rejected his installment 
agreement proposal of $100.00 per month, because he wasn't 
current with estimated tax payments. There's nothing in the ACS 
history about a rejected installment agreement going to the 
independent reviewer, not being current with estimated tax 
payments doesn't prevent a taxpayer's installment proposal from 
being considered pending.  

 
Robert Wolf: So what happened to the IA proposal?  
 
Gina Smith: The ACS history indicates that the employee advised the taxpayer 

that an IA proposal could be rejected if the taxpayer is not current 
with estimated tax payment. It also indicates that the taxpayer 
asked if he could start paying something like $100.00 a month, and 
that the employee described how an installment agreement for a 
taxpayer who –  
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 -owes as much as Mr. Man does would be based on his ability to 
pay as reflected on a collection information statement. Apparently, 
Mr. Man considered the $100.00 a month statement to be an IA 
proposal, an employee took the IA as an example for discussion 
purposes only. Since the ACS employee did not consider the 
$100.00 to be an actual IA proposal, she did not send it to the 
independent review and mark it as a pending IA.  

 
Robert Wolf: But the taxpayer meant it to be an IA proposal, and the IRS cannot 

levy it there if there's a pending installment agreement. So we have 
a problem.  

 
Gina Smith: That's right. Those levies were issued when they were prohibited. 

The bank levies are causing Mr. Mann to bounce checks, and his 
next paycheck is going to be reduced dramatically. We have to get 
this closed as soon as possible. So we can direct ACS to issue the 
levy releases immediately.  

 
Robert Wolf: Well, it is clear that the levies were not properly issued. And we 

have to get them released. I'll sign everything as –  
 
 -soon as you give me the paperwork. Please make sure that your 

case memo puts ACS on notice that they need to properly address 
the IA proposal one way or another. Also, in your closing letter, 
please make sure you tell the taxpayer that we couldn't address the 
tax lien issue in this case because he did not discuss liens with 
ACS.  

 
Gina Smith: I covered that during the conference with him. He's afraid that tax 

liens could jeopardize his job, so I told him to call ACS and to 
raise that issue before the liens are filed, and see if he can work 
something out with them. You'll have an email with the paperwork 
within the next few minutes.  

 
Robert Wolf: Excellent, thank you.  
 
 
 
Gina Smith: So that was an example of a CAP, and now we'll move onto the 

next scenario, which covers an offer in compromise. In this case, 
Charles Tuna, a self-employed fisherman, for many years he had 
not filed income tax returns while he sailed the seas in search of an 
adventure. Sometimes, he signed on with boats and had great 
catches, and netted himself significant income.  
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 But he spent the money and never made estimated tax payments. 
Eventually the IRS prepared a substitute for returns from Mr. 
Tuna, based upon his 1099s, and filed federal tax liens on these 
sizable assessments. These liens proved very inconvenient for Mr. 
Tuna when he decided to settle down and borrow money to buy his 
own fishing boat. Desperate to get his tax problems resolved and 
launch his new career as a captain, Mr. Tuna hired an accounting 
firm to represent him and submit an offer in compromise. Mr. 
Tuna was very disappointed when the offer was rejected, and he 
appealed the rejection. The case is assigned to settlement officer 
Washington, and that will be me. A relatively new settlement 
officer who wants to discuss the case with her manager, Mr. 
Jefferson, which will be Rob. Do you have a minute? This case I'm 
working on has some unusual aspects. I want to get your take on 
some issue, because I know that you were an offer specialist for 
quite a few years.  

 
Robert Wolf: Sure, I would be glad to help. What's the story?  
 
Gina Smith: The taxpayer is –  
 
 
 -Charles Tuna, a self-employed fisherman who paid no income 

taxes and failed to file returns for many years. Even though he 
made good money some years, he has no assets to show for it. 
Now he wants to buy his own boat and become a fishing captain.  

 
Robert Wolf: So the taxpayer has no assets and questionable future income. He 

sounds like an offer candidate on the surface.  
 
Gina Smith: Didn't sound that way to the offer specialist. She rejected the offer 

as not being in the government's best interest. She pointed to Mr. 
Tuna's long history of non-compliance, and countered a substantial 
amount of his earnings during the last few years as dissipated 
assets. As Mr. Tuna has few records and provided no good 
explanations as to where his money went.  

 
Robert Wolf: Well, I could see her point. The taxpayer has a horrible compliance 

history, but does he have a history of making frivolous arguments, 
or encouraging others to defy the tax system?  

 
Gina Smith: No. I think he was young and irresponsible and having a good time 

living life of adventure. Now he's interested in becoming a 
legitimate businessman, and –  
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 -becoming on board with the tax system.  
 
Robert Wolf: What about the dissipated assets? I mean were the offer specialist's 

computationals reasonable? Is there any indication as to where the 
money went?  

 
Gina Smith: Well, with the dissipated assets, the internal revenue manual tells 

us to generally look at the last three years, including the current 
year. The specialist went back further than that, because she 
thought that the taxpayer intentionally spent his money to avoid 
paying taxes. And said that some of the money was spent while the 
substitute returns were being prepared and assessed. Also, her 
computation of dissipated assets, she allowed little towards 
necessary living expenses, because the taxpayer presented little 
documentation of his expenses.  

 
Robert Wolf: Does her position hold water?  
 
Gina Smith: During the hearing, I think the power of attorney put forward 

persuasive arguments from Mr. Tuna. For example, we know from 
his 1099s that he spent the last several years in Alaska and Hawaii, 
which are very expensive places to live. He rents furnished 
apartments, and has relocation expenses. As a self-employed –  

 
 
 -person, he has to pay a lot for health insurance, and as a worker in 

a dangerous industry, he's had several injuries which have cost him 
quite a bit out of pocket for medical treatment. Based on these 
factors, I think his necessary lived expenses were much higher than 
the specialist allowed. Also, because he moved frequently, he was 
unaware that the assessments were being made against him, so he 
wasn't spending his money to avoid the taxes.  

 
Robert Wolf: Did Mr. Tuna give you substantial amounts of new data that should 

be sent to compliance for review? 
 
Gina Smith: Not much in the way of new documents. Just some bank and credit 

card statements and some medical bills. But I believed his credible 
oral testimony about what he spent his money on.  

 
Robert Wolf: So if you considered this evidence and testimony and modified the 

dissipated asset figures, how much is left unexplained?  
 
Gina Smith: Not that much.  
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Robert Wolf: Okay, aside from the dissipated assets, what did the specialist 
come up with for other components of the reasonable –  

 
 
 -collection potential computation?  
 
Gina Smith: For the most part, the specialist accepted the taxpayer figures in 

terms of income, expenses, and other assets. I think once you focus 
on the dissipated assets and the long period of non-compliance, it 
became apparent to her that she was going to reject the offer. So 
those other components didn't get much attention.  

 
Robert Wolf: Did a taxpayer question any of those figures in his protests? 
 
Gina Smith: No, he just raised a dissipated asset issue. Now, if I were the offer 

specialist, I would have questioned his income figures. Obviously 
if he plans on being the captain of his own fishing boat, he plans 
on making a lot of money in the future. So I would like to go 
online and see what a fishing captain makes, and use that figure for 
his projected income. I think that approach would be fair to the 
taxpayer and the government, and would produce a more realistic 
offer amount.  

 
Robert Wolf: I understand your impulse, but your approach is not consistent with 

our policy and procedures in appeals. Our function is to try to 
resolve disputes between the taxpayer and the IRS. So we only 
look at the –  

 
[00:32:00:03] 
 
 -disputed issues. So we don't raise new ones. The offer specialist 

had an opportunity to question any of the figures submitted by the 
taxpayer. And she chose to focus on the dissipated assets. We have 
to accept her judgement that the other figures were acceptable as 
presented. In this case, you should only consider dissipated assets, 
and the offer specialist's assertion that the taxpayer's history 
weighs against acceptance of an offer.  

 
Gina Smith: So are you saying that I'm done analyzing this case?  
 
Robert Wolf: Basically. We have decided that the taxpayer's history should not 

preclude him from an offer. And that the dissipated assets should 
be valuated at a much lower amount. You should take the new 
dissipated asset value, add the remaining components of the 
reasonable collection potential as determined by the offer 
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specialist, and you have your new reasonable collection potential 
figure.  

 
Gina Smith: So if the taxpayer raises his offer to that amount, I can recommend 

acceptance as to doubt of collectability –  
 
 
 -on this offer? 
 
Robert Wolf: Exactly. 
 
Gina Smith: I'm glad we had this discussion. You reminded me of some very 

important concepts about how we work case in appeals. Thanks.  
 
 
 

So that was the offer in compromise. And the next one we're going 
to talk about is collection due process. The taxpayer, Clarissa 
Rembrandt, is an artist. For many years, she made a modest 
income from her paintings, but she enjoyed her lifestyle. In 2012, 
Ms. Rembrandt's grandmother died, and Clarissa received an 
inheritance which she used to open an art gallery and studio. Each 
year afterward, Clarissa received additional money from what she 
thought was her grandmother's estate. So she assumed it was not 
taxable and did not report it on her income tax returns. However, 
this income was from a trust that her grandmother had established, 
and it was indeed taxable. In 2016, Clarissa's 2013 through 2015 
returns were audited. She ignored the letters from the IRS, because 
she was busy moving her gallery to a better location –  

 
[00:34:00:04] 
 
 -and large deficiencies were assessed. Clarissa thought about 

calling the IRS when she received the collection notice, but never 
got around to it. When she received the final notices the revenue 
officer had mailed to her, she forwarded them to the executor of 
the estate, because she thought he would resolve the problem. 
Instead, the executor immediately told her about the trust, and told 
her to seek representation. She hired a CPA, Ms. Green, whom she 
heard about from an artist friend. Ms. Green immediately 
submitted a CDP hearing request. The request was sent to appeals 
and assigned to settlement officer Adams. The scheduled telephone 
conference with Ms. Green – the settlement officer requested a 
financial statement, which he received prior to the hearing. So I 
will be Ms. Green, and Rob will be Mr. Adams. Good morning, 



  Page 15 of 21 

Mr. Adams. This is Ms. Green calling about my client, Clarissa 
Rembrandt.  

 
Robert Wolf: Good morning, thank you for calling. I received the financial 

statement for your client. There's quite a lot of information there. 
Did the revenue officer see this information?  

 
 
Gina Smith: No, I was only retained after the final notice had already been 

issued. I barely had time to file the CDP request. My client was 
slow in getting the information to me, so I just now completed the 
financial statement.  

 
Robert Wolf: I see your client is an artist, and she owns an art gallery as well. 

She's also the beneficiary of a trust. She owns a house, in the city, 
a condo, at a ski resort. She has a number of debts listed here.  

 
Gina Smith: Yes, my client is a talented artist, but not much of a money 

manager. I hope to be able to help her with that aspect of her life in 
conjunction with solving her tax problems.  

 
Robert Wolf: What are you proposing to do to resolve her liabilities?  
 
Gina Smith: Well, on paper, it looks like she's wealthy and can just pay off her 

liabilities. But that's not the case. What I would like to propose is a 
graduated installment agreement starting small, and increasing as 
she gets her financial life under control. 

 
Robert Wolf: This financial statement is fairly complicated, and as a settlement 

officer, it is not my function to –  
 
[00:36:00:13] 
 
 -investigate it, or be the first finder of fact on this new information. 

At this point, I really can't respond to your proposal.  
 
Gina Smith: I don't understand. I thought appeals is here to resolve the dispute 

between the taxpayer and the IRS.  
 
Robert Wolf: We are. But we can't resolve the dispute until both sides of the case 

are fairly developed. Our procedures require that I send this 
financial statement to collection, and have a revenue officer 
investigate it. During that time, I'll suspend my work on the CDP 
case. You will need to cooperate with the revenue officer to make 
sure that he gets all the information he or she needs to produce a 
complete analysis of Mr. Rembrandt's financial condition. When 
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the revenue officer is done with the investigation, he'll send me a 
full report. And which I will share with you right away.  

 
Gina Smith: And then what happens?  
 
Robert Wolf: You will have two weeks to respond to the report. Then we will 

start up the CDP case again, and see if we can reach a resolution.  
 
[00:37:00:04] 
 
 I will call you at that time to continue the rough conference.  
 
Gina Smith: Okay, I'll cooperate with the revenue officer, and wait to hear from 

you again. Now we move forward two months later.  
 
Robert Wolf: Good morning, Ms. Green, are you ready to continue our 

discussion of Ms. Rembrandt's case?  
 
Gina Smith: Absolutely. Thank you for calling. I believe I made a very good 

case for an installment agreement, but not at the $2,000.00 per 
month the revenue officer recommends. It has to start off very 
small. She has numerous other debts to pay first. Plus, she needs 
the money to expand her gallery. She'd like to pay $100.00 a 
month for the first two years, and then $500.00 a month with a big 
balloon payment in eight years to finish it off.  

 
Robert Wolf: Well. The revenue officer's analysis shows that Ms. Rembrandt's 

assets are all encumbered with debt that takes priority over federal 
tax liens, and that she cannot access the corpus of the trust, so she 
has no obvious way to come up with immediate full payment of the 
taxes.  

 
Gina Smith: Right.  
 
 
Robert Wolf: It also shows that her art gallery actually loses money. Apparently 

she has been subsidizing it with her income from the trust. It does 
not make sense at this time to let her sink more money into her 
income into the gallery, instead of paying her delinquent taxes. 
Obviously once she has paid her taxes, she's free to make any 
investments she wants. Also, some of the debts you want her to 
pay off are unsecured debts that do not have priority over her 
federal taxes.  
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Gina Smith: But she might be missing a great investment opportunity for her 
gallery. It could help her pay off those taxes faster if she were 
allowed to expand.  

 
Robert Wolf: That theory is speculative. A bigger art gallery would cost a lot 

more money upfront, and might lose more money than her gallery 
– than her current gallery loses. At this point, she needs to focus on 
paying her taxes, not running up more expenses.  

 
Gina Smith: Okay, wait, I could do some research and draw up a business plan 

for her –  
 
 
 -expansion, and some quick cash flow projections, too. Perhaps 

that would convince you that the expansion is a good idea.  
 
Robert Wolf: No. Thank you. We have enough firm data here to allow us to 

implement an installment agreement to resolve her tax liabilities 
right now.  

 
Gina Smith: Is there any flexibility for paying off some of her other debt, like 

her state taxes? They're junior to the federal taxes. If she doesn't 
address the state taxes, she could lose her sales tax license. Also, 
she needs to pay some artist friends whose work she sold on 
consignment, or they won't send her any more of their art to sell in 
her gallery.  

 
Robert Wolf: We do have some flexibility with her junior creditors. If the 

payments are justifiable and reasonable. Assuming that her federal 
taxes would be fully paid within 72 months.  

 
Gina Smith: She needs all the flexibility you can give her. She has to pay off 

her sales tax liabilities very soon, or the state will pull her sales tax 
license.  

 
Robert Wolf: Okay. We can allow her up to a year at a lower payment.  
 
 
 Because there is a basis for doing so. Then raise the payment to 

full pay within five years. There is no justification for continued 
lower amount with the big balloon payment in the distant future.  

 
Gina Smith: Well, she won't like that, but I told her the idea likely wouldn't 

work. I'll confirm everything by the end of the week.  
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Robert Wolf: Thank you. I'll draw up the paperwork and send it to you when I 
hear from her. If she doesn't agree, I'll have to sustain collection 
and issue a notice of determination.  

 
Gina Smith: Okay. I understand. Great acting, right [laughter]?  
 

 
So now you have some examples of scenarios that might occur in 
appeals. So let's discuss what you can do to help your client when 
they do come to appeals. First, be proactive. Discuss with your 
client possible alternative outcome, and specific collection 
alternative proposals that you want considered. Send any 
additional documents to the settlement officer, via – 

 
 
 
 -mail, email, or fax, as soon as you have them. Make sure your 

client has filed all the necessary tax returns as making current 
federal tax deposits or submitted tax payments. And make sure that 
your form 2848 power of attorney includes all the relevant tax 
periods. Be prepared. Appeals did not contact you out of the blue. 
Your client had to submit a request to be here. You should be well 
aware of the issues you want raised, and be very familiar with your 
client's financial situation. Be prepared to answer questions in 
detail, and be prepared to propose specific collection alternatives. 
Be responsive. Appeals is not the place to delay resolving tax 
liabilities. After your case has been assigned, the settlement officer 
will conduct an initial review of the case, and issue a letter 
scheduling a conference, and listening to items that you want 
discussed, and what is needed to make a productive conference. 
These items should be submitted by – 

 
 
 
 -the deadline established in the letter, so that the settlement officer 

has time to review them before the conference. We will generally 
honor a request for reasonable extensions of time if they are 
justified. But lengthy and or repeated requests may result in them 
being denied, and the closing of your case. Be cooperative. If 
appeals has to send new information to compliance for 
investigation, you need to cooperate with the revenue officer. 
Failure to do so will likely be an unfavorable response from the 
collection of your client. Also, be realistic. Appeals follows the 
same internal revenue manual and other guidance as compliance 
for conducting financial analysis and implementing collection 
alternatives. Although we take a fresh look and an impartial look at 
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each case, and we can take into consideration hazards of litigation 
when appropriate, we still have to balance the interests of the 
government and the taxpayer. We simply do not have the power to 
do whatever your client –  

 
 
 -wishes. Understand the type of case that brought you to appeals, 

and what you can and cannot do in that case. For example, on a 
levy, you may be able to get the levy quickly released, but will not 
get your client an installment agreement. Hopefully we have given 
you some insight into the inner workings of the appeals function, 
and our independent approach to working collection cases.  
 
There is more information on the IRS.gov website, under the 
section titled Appeals.  
 

 
Thank you for your attention, and if anyone has any questions, 
please come up to the podium, I mean not to the podium, to the 
microphone [laughs], otherwise, thank you again for your time and 
consideration.  
 

 
 
[End of Audio] 
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Glossary 

 
 
Automated collection system (ACS)  is a computerized inventory system the IRS uses 
to maintain balance due accounts and return delinquency investigations 
 
 
Arbitration uses the services of an arbitrator either from Appeals or an outside 
organization and is benerally available for cases in which a limited number of factual 
issues remain unresolved following settlement discussions in Appeals.  
 
 
Collection due process (CDP) allows taxpayers an opportunity for an independent 
review by Appeals, to ensure that a proposed levy or notice of lien filing is warranted. 
 
 
Offer in Compromise (OIC) is an agreement between a taxpayer and the Internal 
Revenue Service that settles a taxpayer’s tax liabilities for less than the full amount owed. 
 
 
Mediation is a non-binding process that uses the services of an Appeals mediator, as a 
neutral third party, to help Appeals and the taxpayer reach their own negotiated 
settlement. 
 

Post appeal mediation (PAM) is a part of the Appeals process that enhances voluntary 
compliance used after Appeals settlement negotiations are unsuccessful, all issues are 
resolved but for the issue(s) for which mediation is requested, and the issue(s) for which 
mediation is requested is/are fully developed.  
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