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Salvatore P. Candela, EA, ATA, ABA 

Salvatore P. Candela, EA has been preparing taxes since 1986, passed the EA exam in 
1997, became an Enrolled Agent in 1998, and a Fellow of NTPI (National Tax Practice 
Institute) in 2000, and has been a featured speaker around the country.    

He is the owner and founder of The TaxAdvocate Group, LLC, which is focused on tax 
problem resolution and has offices in New York (Queens & Wall Street). His firm 
aggressively represents taxpayers before all administrative levels of the IRS, and is 
committed to helping taxpayers resolve their IRS problems – Once and For ALL! 

He has almost twenty years’ experience in IRS collection proceedings, IRS audits and 
administrative appeals, and the use of bankruptcy to resolve IRS controversies.  

He is a member of the National Association of Enrolled Agents (NAEA), the New York 
State Society of Enrolled Agents (NYSSEA), the National Society of Accountants (NSA), 
and the National Association of Tax Professionals (NATP).  

He is co-author of the bestselling book “Breaking the Tax Code” and was quoted in a USA 
Today article about America’s Leading Tax Professionals. He has provided tax expertise 
as a panelist on Tax Talk Today, and is an instructor at NTPI.  
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Overview and Objectives

The purpose of this course is to show the experienced representative several techniques or 

planning strategies that help certain taxpayers qualify for a lower Offer in Compromise 

(OIC), Installment Agreement (IA), and/or Currently Not Collectible (CNC) status. 

After this course, you should have an understanding of how proper planning can make a 

significant difference in the amount eventually paid to the IRS, and the current financial 

wellbeing of your client. 

Overview of Taxpayer that MAY Qualify for Aggressive Planning

We need to define those clients that would qualify for some or all of the planning strategies 

that we will discuss. 

We are looking at individuals whose Form 433 (CIS) shows: 

• Too much equity and/or too much income to qualify for a Doubt as to Collectibility 

OIC, an IA, or qualify for CNC AND 

• Really can’t afford the amount of the OIC, or make the payments that the IRS wants 

on the IA based on the CIS. 

The Collection Information Statement (CIS) 

The CIS is the principal way the IRS gathers the necessary information to determine your 

client’s ability to pay their tax liabilities. Simply stated, the CIS is your client’s financial 

statement. The preparation of this document, more often than not, determines which way 

the Service will proceed with its collection activity. In those cases, the IRS will not give 

extended payment plans on unpaid tax liabilities unless the CIS has been submitted by 

your client. 

 Practice Note: As with income tax returns, the CIS is signed under penalty of 

perjury. In the author’s opinion, it is “best practice” to have the taxpayer initially 

complete the financial statement. By following this advice, the representative avoids 

the clients placing any blame on you for any errors and/or misstatements in the CIS. 

Although, you should carefully review the financial statement with your client – the 

representative should never sign the CIS on the taxpayer's behalf, even if 

specifically authorized in writing to do so by the taxpayer.
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Dangers of Submitting a CIS

A quick examination of the CIS will indicate that most of the information requested is 

potentially harmful to your client. The first few pages of Form 433-A are almost entirely 

dedicated to gathering levy sources. In these pages, the IRS requires disclosure of real 

estate, employers, motor vehicles, bank accounts, pension plans, brokerage accounts, and 

all other assets of your client. The simple fact is that the CIS is a “roadmap” of your client’s 

assets, which can be levied and/or seized by the IRS to satisfy their outstanding tax 

liabilities, if another alternative remedy cannot be agreed upon. 

 Practice Note: Although a CIS provides the CRS, ACS, and/or Revenue Officer with 

a complete “roadmap” of the taxpayer’s assets failing to provide one when requested 

may result in a levy of assets or a summons to bring in the information so that the 

IRS may complete a CIS. Consequently, refusing to provide a completed CIS should 

only be done after careful thought and consideration of the facts and the likely 

consequences and should not be done without discussion, and (written) consent and 

disclosure from the taxpayer. 

If the taxpayer has made the mistake of calling ACS or speaking directly with the Revenue 

Officer, neither will tell the taxpayer at the beginning of the interview that the primary 

purpose of the CIS is to identify levy sources and assets for potential seizure, and/or levy, 

since this may cause the taxpayer to withhold useful information. The IRS will simply state 

that the purpose of the CIS is to determine their ability to pay. 

 While it is appropriate to be conservative in valuing assets, never allow your 

client to intentionally omit assets or misrepresent value.

 In the author’s opinion, you should address the possible need for complete 

financial disclosure in your engagement agreement so that in the event a 

resolution that is amicable for both the IRS and your client is not reached, and 

the IRS proceeds with enforced collections, you will have written proof that 

the matter was discussed and that your client was made aware of the possible 

consequences of completing a CIS.
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Form 433-A 
Form 433-A (Collection Information Statement for Wage Earners and Self-Employed 

Individuals) provides the information needed to determine how an individual taxpayer can 

satisfy his tax liability. 

Form 433-A is normally filed by individuals who: 

• Owe income tax on Form 1040, 

• May be liable for an IRC § 6672 penalty (better known as the trust fund recovery 

penalty), 

• May be personally responsible for a partnership liability, 

• Own a limited liability company, that is a disregarded entity, or 

• Are self-employed or have self-employment income. 

Generally, the IRS will normally demand immediate payment if your client indicates 

substantial equity on the balance sheet. Also, page 6 is a monthly income and expense 

analysis, therefore, the IRS will normally not grant an installment agreement for less than 

the difference between the income and “allowable expenses.” It is very likely that those 

“allowable expenses” will be less than the actual amount being paid by your client. 

Form 433-B 

Form 433-B (Collection Information Statement for Businesses) provides information needed 

to determine how a business taxpayer can satisfy his or its tax liability.  

 Practice Note: Of special note is page 3, which requests that your client disclose 

each of its accounts receivable. In the author’s opinion, it is imprudent to disclose 

such information at the initial negotiation session because if disclosure is made and 

negotiations fail (as they sometimes do), the IRS might levy your client’s accounts 

receivable and (quite possibly – overnight) destroy his or her business. Therefore, in 

practice, the author accurately reflects the value of the clients’ accounts receivable, 

but not the individual accounts. 

If the CIS show that the business has substantial net worth, the IRS will seldom grant a 

request for an extended installment agreement. Therefore, if that is the case, the author 

recommends to have your client borrow the money (if they can) as commercial loans are 

much less expensive than the IRS interest and penalties. 

If the business is a partnership and the CIS reveals insufficient assets to satisfy the 

partnership's liability (e.g., employment taxes), the IRS will require a Form 433-A from each 

partner to analyze their collection potential. 

If the business is a corporation (or a limited liability company), the IRS will secure only the 
Form 433-B unless assertion of the trust fund recovery penalty is appropriate. 
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 Practice Note: Page 6 is a cash flow statement, not a profit and loss statement. The 

IRS will not grant an installment agreement if your client indicates a large positive 

monthly cash flow. On the other hand, the service will also not grant an installment 

agreement to a company with a negative monthly cash flow. Therefore, a client with 

a small positive monthly cash flow has the best chance of securing an installment 

agreement to pay their tax liabilities. 

 Practice Note: If your client’s CIS reflects a negative cash flow, submitting a cash 

flow projection which establishes that your client has the potential to generate 

positive cash flow might be sufficient for you to negotiate a favorable installment 

agreement for your client. 

Form 433-F 
Form 433-F is a simplified version of the CIS and utilized by Customer Service 

Representatives (CSR) and ACS to gather financial data from individuals with smaller tax 

liabilities. 

While the Form 433-F is not normally used by Revenue Officers (and most ROs will still ask 

for a Form 433-A) the IRM was expanded on Oct 2, 2012 to allow its use with ROs. See 

IRM 5.15.1.1 (11-17-2014), which states: 

Revenue Officers may use Form 433-F: 

• For Trust Fund Recovery Penalty (TFRP) investigations when the individual is a wage 
earner and the potential TFRP is less than $100,000, and 

• For self-employed and individual wage earners who owe for IMF liabilities only, with an 
aggregate balance of assessments less than $250,000. 

Again, the IRS will normally require your client(s) to enter into an installment agreement 
that equals his or her monthly income less the “allowable expenses” shown on the CIS. 

 In the author’s experience, the personnel assigned to negotiate installment 
agreements in CSR and ACS are NOT well trained in financial analysis, therefore, 
unreasonable payment demands are not uncommon. If you don’t agree with the 
payment amount requested by a CSR or ACS employee, request to speak to his 
or her supervisor. 

 Because of the limited disclosures, when negotiating a case over the telephone with 
$50,000 or less of tax liability owed, it is best to use Form 433-F. 
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Form 433-A/B (OIC)

Form 433-A/B (OIC) is a specialized version of the CIS and is the most important document 

in a doubt-as-to-collectibility Offer-in-Compromise as is the taxpayer's financial 

statement. Form 433-A (OIC) (Collection Information Statement for Wage Earners and 

Self-Employed Individuals) is completed by taxpayers who are wage earners or self-

employed, while Form 433-B (OIC) (Collection Information Statement for Businesses) is 

used when the taxpayer is a business.  
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Strategies for Reducing Assets

Available to IRS, Cash – Savings, Checking, Cash On-Hand

• Home repairs (needed and deferred repairs - not cosmetic) 

• Home mortgage - if client is upside down on home, pay down principal 

• Auto 

o down payment on new or leased vehicle 
o if upside down, pay down principle 

• Needed household appliances 

• Payment on TFRP penalties 

• payment on credit cards (used for necessary living expenses i.e. food) 

• documented family/friend loans 

• Student Loans – Taxpayer(s)' ONLY (not dependents) 

• IRS representation fees (IRM 5.15.1.10 (11-17-2014)) 

Available to IRS, Real Estate/Residence

As a reminder, the calculation used on the CIS is: 

Quick Sale Value (QSV) = FMV x 80%

• Reduce FMV 

o Have taxpayer get valid certified appraisal (based on market comparables) 
o Next, have taxpayer get home inspection and a detailed list of all 

needed repairs and/or deferred maintenance 

o Finally, have taxpayer get contractor estimates for needed repairs 

• Home Equity Loan 

o Reduces available equity 
o Borrow and apply cash strategies 

• Mortgage exceeds Fair Market Value (FMV) 

o If applicable, use cash strategies 
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Available to IRS, Publicly-Traded Investments (brokerage accounts, mutual
funds, stocks, bonds, etc.)

• If applicable, use cash strategies 

Available to IRS, Closely Held Corporations

• Get to “zero” value 

o Reasonable Collection Potential (RCP) – IRS uses “Going concern value” 
 Arguments to decrease value of RCP 

• Marketability 

• Ownership percentage 

o Lack of Control 

• Corporate buyout 

• Corporate dilution 

• Stock seizure and tax sale 

• Bankruptcy 

Available to IRS, Life Insurance

• Cash Value Life Insurance 

o Borrow cash value from policy and apply cash planning strategies 
o Surrender policy and apply cash planning strategies 
o If possible, convert to paid-up term insurance 

• Other arguments to reduce the cash value 

o Consider taxpayer(s) insurability 
o Health, age, etc. 

Available to IRS, IRA

• Rollover 

o To a company plan that precludes withdrawals 

o If possible, start a new company, establish a pension plan, and  roll
IRA over into new pension plan 

• Cash in 

o Pay current taxes (and penalty, if applicable) 
 If applicable, use cash strategies 

• Credible threat of bankruptcy 

o offer only amount IRS would get if bankruptcy filed 

• Bankruptcy 
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o if IRA is a protected asset under state bankruptcy laws 

Available to IRS, 401k

 Take loan (NOT a withdrawal) 

o If applicable, use cash strategies 
 Taxpayer is required to repay loan through payroll deduction (also 

reduces income) 

Available to IRS, Other Assets

 Interest of non-liable spouse 
 Business Assets of Pass-Through Entity 

o Expenses are NOT capped like personal expenses (i.e. home mortgage) 
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Strategies for Reducing Income

Income Reduction, Wages

 If applicable: 

o Have taxpayer and/or spouse go part-time 
o Have taxpayer and/or spouse cease overtime 
o Have taxpayer and/or spouse quit working 

o Have taxpayer and/or spouse change jobs 

o Have taxpayer and/or spouse retire 

 Salary/wage deduction for 401k loan repayment 

 Union Dues and Assessments 

Income Reduction, Business Income

 Reduce gross income and/or increased business expenses 

o Be creative 
 Work less 

 Spend more (ordinary and reasonable expenses) 

• New Employee(s) (Make-Up for owner working less) 

• Lease new equipment 

• More advertising 

• New tools 
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 Income from Schedule C 

o be sure to change profit and loss statement into a cash flow statement 
 i.e. full payments for loans (interest and principal) 

 Be sure to add back depreciation and amortization 

 Be sure to disclose on supporting statement attached to OIC 

Income Reduction, Passive Income

 Interest
o Should be negligible 

 if not, see cash strategies 

 Dividends
o Should be negligible 

 if not, see cash strategies 

 Rental Properties
o Like business income 
o Use cash flow approach i.e. deduct mortgage payment 

Income Reduction, Court Ordered

 Alimony
o only include amounts actually received by your client regardless of the 

amount ordered by the court or stated in the separation and/or divorce decree 

 Child-Support

o same as above 
o have any extra “expenses” paid directly by ex-spouse 
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Maximize Allowable Expenses

The key to winning the argument for allowing your client increased amounts for “allowable 

expenses” lies in the IRM which states, “National and local expense standards are 

guidelines. If it is determined a standard amount is inadequate to provide for a specific 

taxpayer’s basic living expenses, allow a deviation. Require the taxpayer to provide 

reasonable substantiation and document the case file.” See IRM 5.15.1.7 

Maximize Allowable Expenses, Housing

• If your client's “allowable expense” for housing is below the housing
standard then consider a home equity loan and/or second mortgage to
make full use of the allowable amount. 

o If any cash is taken out of the equity, use cash strategies 

• if your client is beyond the housing standard then 
o medical expenses 
o handicap equipped 
o related to earning income (Home Office) 

Maximize Allowable Expenses, Transportation

• use full transportation allowance 

o trade “up” if necessary 
o reminder, use cash strategies if client is upside down on car loan 
o be sure to use area, and MSA amounts were applicable 

• if client is beyond the transportation standard, justify the additional expense 

o related to earning income 
 client(s) has a long daily commute 

 uses vehicle for work (i.e. salesperson) 

 parking and/or toll expenses 

o medical justification 
 distance traveled to see doctors 

 frequency of visits 

• Luxury Car 

o May be occupationally appropriate (i.e. real estate salesperson, lawyer) 
o Consider early surrender charges and/or fees on a leased vehicle 
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Maximize Allowable Expenses, Healthcare 

• Insurance - medical and dental 

o upgrade coverage to increase premium 
o lower co-pay 

o supplemental coverage (AFLAC) 

• Payment arrangements with doctors 

Maximize Allowable Expenses, Taxes

• Employee taxes 

o adjust withholding to account for current taxes and, if needed, catch up 
withholding 

• Self-employment taxes 

o Adjust (or start) estimated tax payments 
 account for current and, if needed, catch up estimated taxes 

Maximize Allowable Expenses, Court Ordered Payments

• Alimony and/or child support payments 

o can be modified to reflect the actual higher payments being made “over and 
beyond” the current decree 

Maximize Allowable Expenses, Child and Dependent care 

• Get creative 

o Babysitting/daycare 
 Pay grandparents (no self-employment tax) 

o Nursery school 
o Preschool 
o Adult dependent care 

Maximize Allowable Expenses, Other Expenses 

• Representation Fees 

o Maintenance contract during duration of five-year “tax probation” 
o Midyear reviews 
o For justification, see IRM 5.15.1.10 (11-17-2014) 
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• Union Dues and Assessments 

o Production of income 

• Employee Deductions 

o Statutory/Production of income 

• Other work related expenses for production of income 

o Tool purchases (Snap-on) 
o Uniform deductions 
o Licenses and professional dues 
o employer and/or professional required education 

Maximize Allowable Expenses, Miscellaneous Considerations 

• Analyze for seasonal fluctuations 
• Consider statute of limitations 
• What would IRS collect in bankruptcy filing? 
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Appendixes 
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Appendix A – Response to Use More than the National Standards
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