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The IRS has over 148 different penalty types they can hit you with. And the worst part is that
the IRS can also charge interest and additional penalties on the original penalty. Penalties
can be such a high percentage of the overall tax debt that it generally makes sense to
consider requesting the IRS remove or reduce penalties in certain situations.

IRS penalties can often be reduced to ZERO in two ways; You can request penalty relief under
the IRS's “fresh start initiative”; and/or you can also request relief from penalties due to
“Reasonable Cause”. What is “reasonable cause” you ask? The major ones include economic
hardship, death or serious illness of a love one, unable to obtain records, and bad advice
from a tax preparer, to name a few.

HOW TO GET PENALTIES REMOVED

You can request the removal (abatement) of penalties for your clients 2 ways:

1. “First Time"” Penalty Abatement
2. Reasonable Cause Argument

FIRST TIME PENALTY ABATEMENT

m Updated May 3, 2013 - (Generally Applies to 1040 tax)
B One-time consideration available only for taxpayers with a “clean” compliance records

B Must not have incurred Failure to File or Failure to Pay penalties for 3 years preceding the
year you are requesting FTA on. (must review ROA)
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Can only request one period.
You can request it verbally with ACS or to a Revenue Officer; Does not have to be in writing;

If granted by ACS, it is usually approved on the spot.

All returns must be filed, paid, or arranged (I.A.) to pay.

PRACTICE TIP: REQUEST IT WHENEVER YOU ARE SETTING UP A STREAMLINE (UNDER S50,000 IN LIABILITY) INSTALLMENT AGREEMENT.

REASONABLE CAUSE ARGUMENTS

Per the Internal Revenue Manual (IRM) Section 20 there are 9 main “Reasonable Cause”
arguments to get penalties removed:

—_—

Death, Serious lliness, Unavoidable Absence
Fire, Casualty, Natural Disaster

Unable to Obtain Records

Mistake was made

Erroneous Advice or Reliance

Written/Oral Advice from the IRS

Ignorance of Tax Laws

Reasonable Cause/Ordinary Business Care and Prudence

o o W oo ;o W

Undue Economic Hardship

PENALTY ABATEMENT CHECKLIST

m Reasonable Cause (Per IRM Sec. 20) requests must be in writing
B Timing - the event must correlate to the tax years involved; and

B Supporting Documentation is Essential!
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I 1. Death or Serious lliness, or Unavoidable Absence

Immediate Family only
Issue must be addressed in a reasonable time after death/illness
Show other obligations impaired - not just taxes

Written proof of illness/death

Ex: terminal illness, surgery, substance/physical abuse, depression, disability,
emotional/psychological distress

BN ?. Fire, Casualty, Natural Disaster

What steps taken to comply

Did taxpayer comply as soon as it was possible

I

Major disaster’s include hurricane, tornado, earthquake, flood, riot or other “emergency

I 3. Unable to Obtain Records

Why the records were unavailable
Why the records were needed to comply

When & how did taxpayer become aware that they did not have the necessary records

What other means were explored to secure the information

Why didn't taxpayer estimate the information

Did taxpayer promptly comply once the missing info was obtained
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BN 4 Mistake Was Made

When and how the taxpayer became aware of the mistake
The extent to which the taxpayer attempted to correct the mistake

The relationship between taxpayer and person they relied on (if taxpayer delegated the duty)

Did taxpayer take timely steps to correct the mistake after it was discovered

I 5. Erroneous Advice or Reliance

Relates to tax issues considered too technical or complicated for a layperson
Taxpayer is always responsible for reporting all income to person (CPA) preparing taxes

Failure to comply was due to a change in the tax law the taxpayer could reasonably be
expected to know

m Was unable to comply because they did not have access to their own records

B 6. Written/Oral Advice from IRS

Was it reasonable to rely on that advice?

Was there a clear relationship between taxpayer's situation, the advice provided and the
penalty assessed?

B What is the taxpayer’s prior tax compliance record and history?
B What type of supporting documentation is available?

m If Oral advice - Vey difficult to prove, but depends on circumstances...

a. Notation of the taxpayer's question to IRS,

b. Documentation regarding the advice provided by IRS,

c. Info regarding the office and method by which the advice was obtained,
d. The date the advice was provided, and

e. The name and badge (ID) number of the employee who provided the information.
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BN ] Ignorance of Tax Laws

m Must prove that a reasonable and good faith effort was made to comply with the law and that
the taxpayer could not be reasonably expected to know the requirement

B Factors to consider: taxpayer’'s education, if taxpayer was previously subject to the tax, if
taxpayer has been penalized before for same thing, were there recent changes to forms or the
law. Level of complexity of the tax, etc.
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B 8. Reasonable Cause/Ordinary Business Care and Prudence (“Catch all”)

m The taxpayer “exercised ordinary business care and prudence” but was still unable to comply
with the law

B Events and explanations must correspond with the date of the penalty

m Was taxpayer able to handle other affairs in their life during this time? (were taxes the only
thing taxpayer put off?)

B When circumstances changed, what attempt did taxpayer make to be compliant? (too much
time between the event and compliance weakens the argument)

B Compliance History: Are there problems in preceding years as well? (shows lack of business
care and prudence)

B Must have supporting documentation
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B 9. Undue Financial Hardship

Taxpayer must show substantial financial loss if required to pay a tax on the due date
Financial records required; bank statements, bills, payments, assets, liabilities, etc.
Did not make “discretionary expenditures” prior to paying the tax on due date.

Ex. Kids tuition, vacations, cars, new houses, unnecessary re-modeling, charity, IRA/401K
contributions, etc.

The taxpayer may claim that enough funds were on hand but as a result of unanticipated

Bankruptcy - consider inability to pay a factor if the insolvency occurred before the due date of
the tax payment.

When did the taxpayer realize that they could not pay?
Why was the taxpayer unable to pay?
Did the taxpayer explore other means to secure/raise funds?

What did the taxpayer supply in the way of supporting documentation, such as bank
statements.

Did the taxpayer pay when the funds DID become available?
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Get in the Business of Growing Your Business! ™

Access the most PROVEN and potent strategies that work in our new economy. The marketing, sales systems, client control
and case resolution strategies contained in this readymade resource kit can double (and much more!) your practice, literally
in 90 days or less with minimum out of pocket expenses that can send a surge of profits for your business. Register for my
free training here: https://www.rozstrategies.com/masterclass

And the best part? Most of the work is already done for you! This is a ready-made, business-in-a box system that “bolts-on” to
any size practice. Get the step-by-step Resource System on how to get more new tax resolution clients in a month than you'll
get all year!

https://www.rozstrategies.com/masterclass

Copyright © Roz Marketing Group, Inc. All rights reserved.
These materials contain proprietary content and must not be disclosed or distributed without written permission. No portion of these
materials may be shared or reproduced in any manner under any circumstance whatsoever without advance written permission.

For permissions requests contact:
Roz Marketing Group, Inc.

11271 Ventura Boulevard, #612
Studio City, CA 91604

Phone: 1-888-670-0303

Fax: 1-818-761-9617

Legal and Earnings Disclaimer

No portion of this material is intended to offer professional legal, medical, personal or financial advice. The information contained herein cannot replace or substitute for the services of trained
professionals in any field, including, but not limited to, financial or legal matters. Under no circumstances will Michael Rozbruch or Roz Marketing Group, Inc., or any of its representatives or
contractors be liable for any special or consequential damages that result from the use of, or the inability to use, the information or strategies communicated through these materials or any services
provided prior to or following the receipt of these materials, even if advised of the possibility of such damages. You alone are responsible and accountable for your decisions, actions and results in life,
and by your use of these materials, you agree not to attempt to hold us liable for any such decisions, actions or results, at any time, under any circumstances.

We've taken every effort to ensure we accurately represent these strategies and their potential to help you grow your business. However, we do not purport this as a “get rich scheme” and there is no
guarantee that you will earn any money using the techniques in this program or these materials. Your level of success in attaining similar results is dependent upon a number of factors including your
skill, knowledge, ability, dedication, personality, market, business sawy, business focus, business goals, partners, and financial situation. Because these factors differ according to individuals, we
cannot guarantee your success, income level, or ability to earn revenue, nor can we state that any results suggested in these materials are typical. Any forward-looking or financial statements outlined
here are simply examples or our forecasts for future potential, and thus are not promises for actual performance. These statements and the strategies offered in these materials are simply our
opinion or experience. So again, as stipulated by law, no future guarantees can be made that you will achieve any results from our information and we offer no professional legal or financial advice.
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