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Tax Debt? Consider 3 Solutions
The IRS can agree to write off your tax debt through an Offer in
Compromise (OIC), which may sound liberating, but the process of
gaining approval is no stroll on the beach.
For many it’s either too costly or just too dubious. And if all goes well, you’ll
still need to be prepared to pay a lump sum equal to more than the value of all
your assets (if liquidated) plus your disposable salary for two years.
But Airst, OIC Form 656 requires volumes of information. Second, the IRS
takes from six months to two years to approve an OIC. Third, during this time
the IRS asks for updates: a recalculation of lifetime earnings potential, the
value of any real property and other assets, the details of all living expenses.
The IRS will also require documentary proof, even though you will have
recently submitted such proof to initiate the OIC. Fourth, approval standards
change without warning, so even if the process seems to be going swimmingly,
you could still be sunk. Fifth, almost no one can get by on what the IRS
considers “allowable expenses,” so your actual living expenses will likely be
greater than what you’re allowed to claim. The upshot is that few people apply
for an OIC, and even fewer are approved – about 40 percent, the IRS says.
* * * * *
Who Does Get Approved? People who can’t work and who have a huge tax
debt. I know attorneys who charge a Alat fee of $10,000 to submit and
shepherd an OIC – not unreasonable, given the work involved. But it points
out a conundrum: anyone who can pay such a legal fee can afford to pay at
least some of their taxes, so the OIC is likely to fail. That’s another reason I
avoid it, and so should most of my clients who seek liberty from tax debts.
* * * * *
So . . . What Instead? If you have more tax debt than you can possibly pay,
there are two realistic options. First there’s uncollectible status, which means
an IRS ofAicer reviewed your Ainances and determined that you can’t currently
pay your tax debt, usually because you earn and own too little. Many
taxpayers are placed into uncollectible status. The IRS leaves them alone for
one to three years, then reviews their Ainances again and either leaves them in
uncollectible status, or, if earnings increased, puts them into an installment
agreement.
Then, with an installment agreement, the IRS reviews current income and
expenses, and the difference goes toward paying off the tax liability (for up to
10 years, the statute of limitations for collections, a topic I will address in an
upcoming Newsletter). While the IRS’s allowable living expenses are typically
lower than what a taxpayer must actually spend, many of my clients still Aind
the budget manageable, and the IRS approves installment agreements all the
time. There’s no (beach) blanket rule for when an OIC, uncollectible status, or
an installment agreement will work for a taxpayer. It all depends on a
taxpayer’s unique circumstances. So if you have tax debt, call me to see how
we can free you from it.

THE FAQ FILE:
WHY DOES IRS FAVOR
INSTALLMENTS OVER
DEBTS PAID BY OIC?
Consider two taxpayers, each
owing $100,000, each with the
same assets and income.
Taxpayer A asks for an
installment agreement of $100
per month for 10 years, the legal
time limit. That’ll add up to about
$12,000; any remaining debt will
likely be discharged.
Taxpayer B offers a $50,000
lump sum, and the remaining
$50,000 is forever written off as
part of the OIC rules. The IRS is
more likely to approve A’s
installment agreement than B’s
OIC, even though B would be
paying about $38,000 more of
the tax owed than A. Why?
Taxpayer A’s earnings may
increase dramatically, allowing
the IRS to collect increased
monthly payments and pursue
the possibility that A pays more,
and possibly even pays in full.
But if the salary of OIC
Taxpayer B also increases
dramatically, the IRS can collect
no more than the original lump
sum it agreed to with the OIC.
As always, feel free to visit:

johndfaucher.com
To opt out of receiving
our newsletter, just let
us know: 818-889-8080
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WELCOME TO
FAUCHER &
ASSOCIATES
John D. Faucher
worked for 10 years as an
IRS trial attorney. He and
his team speak the legal
language. They know the
tax and bankruptcy
systems and can help you
get the best results. Have
other legal issues? Call us.
We’ll find the lawyer
who’s right for you, your
friends or family.

Choices Are Key
Ah, summertime, and the feelings of
freedom that come with vacations and
more daylight. It’s enough to make you
keep waving those Fourth of July
banners right on through September,
when summer fades into fall.
Unfortunately, one of Uncle Sam’s
most powerful bureaucracies can make
you feel less free at any time of year.
That would be the Internal Revenue
Service – especially for my clients
working to liberate themselves from a
crushing tax debt. The IRS’s Offer in
Compromise program promises to
help, but rarely does.
So in this issue of The Newsletter, I
explain why that is, and how other
approaches are often more effective.
Beach reading? Well, maybe not. But it
could bring sunshine to cloudy tax days.
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