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Tax Resolution Essentials 
Series
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Tax Resolution Institute presents the…

Providing quality education and training materials
to professionals by professionals

• Full menu of live and online courses

• The Ultimate Guide to Tax Resolution textbook

• Professionals Portal

• Comprehensive Knowledge base

• Wide-ranging libraries including IRS forms

• Live consultation support from CPAs and Tax Attorneys

visit us at www.taxresolutioninstitute.org
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Why are we here today?

The Tax Resolution Institute prides itself in assisting accounting and 
legal professionals resolve their client’s tax problems

Take advantage of our program

1) We help you make more money

2) We teach you how to become a tax resolution specialist

3) We become your partner working side-by-side to fix your client’s 
IRS and State income, payroll (collection issues) and tax audit 
issues

4) If you are not interested in practicing in this area or have a case 
beyond your capability, we become your trusted referral source

visit us on the web at www.taxresolutioninstitute.org

Tax Resolution Institute
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IRS Tax Audits

Are they an art

or are they science?

Instructor

Peter Y Stephan, CPA

Executive Director 

Tax Resolution Institute

3
Find us on the web at www.taxresolutioninstitute.org
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Crossing the River

4
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…meet Peter Stephan

5access your free content at www.taxresolutioninstitute.org
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What will be covered today

• The “Art” of an IRS Audit

• The “Science” of an IRS Audit

• Audit Appeals

• Tax Court

• Fast Track Appeal Options

6access your free content at www.taxresolutioninstitute.org
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Tax Resolution Essentials

The following materials and more will be available to 
attendees at www.taxresolutioninstitute.org/305a for 10 
days without a subscription:

• View today’s presentation slides

• Downloads to forms included in today’s presentation

• Tips and traps for IRS field and office audits

• Tax Resolution desktop manual 

• And more…

7access your free content at www.taxresolutioninstitute.org/305A
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Polling Question 1

How comfortable are you in handling 
an IRS individual audit?

• Very comfortable

• Moderately comfortable

• Not comfortable
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Before we cover the “Art”…

Later in this course we will cover the “Science” 
of an audit including…

• Addressing Information Document 
Requests (“IDR”)

• 30 and 90 day letters

• Get a 2nd “bite at the apple” once an audit 
becomes “final”

• Fast-Track appeals

9access your free content at www.taxresolutioninstitute.org
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What do you say to an auditor in the first 
30 seconds of your meeting?  

(type your answer in the “questions” box on your screen)

10access your free content at www.taxresolutioninstitute.org
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How cultural intelligence affects 
people’s decision making process…

11access your free content at www.taxresolutioninstitute.org
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Interesting Fact

Believe it or not…

Our American concept of the 
definition of Fair Play

respect for the rules or equal 

treatment of all concerned….

has no equivalent in any other 
language.

12access your free content at www.taxresolutioninstitute.org
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And now to the “Art”…

Global Clusters

• Anglo

• Nordic

• Germanic Europe

• Eastern Europe

• Latin Europe

13access your free content at www.taxresolutioninstitute.org
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Global Clusters Continued

• Latin America

• Confucian Asia

• Southern Asia

• Sub-Saharan Africa

• Arab

14access your free content at www.taxresolutioninstitute.org
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Global Clusters Covered Today

• Anglo

• Confucian Asia

• Southern Asia

• Latin America

• Arab

15access your free content at www.taxresolutioninstitute.org
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Clusters

Anglo Cluster

16access your free content at www.taxresolutioninstitute.org
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Anglo Cluster

Themes

• Individualism

• Competitiveness

• Short-term orientation

• Doing

17access your free content at www.taxresolutioninstitute.org
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Anglo Cluster

Do’s and Don’ts

• Punctuality…time is money (Don’t be 
late)

• Kissing on the cheek - sometimes done 
on east coast but not the norm

• Don’t discuss money or politics

• Gifts are not exchanged for new 
business acquaintances 

18access your free content at www.taxresolutioninstitute.org



19

IRS Status 63 makes you a hero…

19

Full-Day Seminar/Webcast

In this course you will learn offers in compromise, installment 
agreements, the 45-day rule and more.  Unlike other courses you will 
also learn:

• When NOT to use IRS national and local standards

• How to make your client‘s inability to pay your most powerful tool

• When a partial pay installment agreement is better than a offer

for more information visit
www.taxresolutioninstitute.org 

Click on the Course List…todays participants receive 20% off
(use code 20offsem – expires midnight this Sunday)
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Polling Question 2

In your opinion it is probable that culture has 
a bearing one’s decision making process?

• Strongly agree

• Agree

• Disagree
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Clusters

Confucian Asian Cultures

(China & Japan)

21access your free content at www.taxresolutioninstitute.org
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Confucian Asian Cluster

• Chinese and Japanese companies 
find it difficult to work together

• China is a “being” culture

• Japan is a “doing” culture

• Chinese culture values collectivism, 
long term thinking and orientation

22access your free content at www.taxresolutioninstitute.org
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Clusters

South Asian Cultures

23access your free content at www.taxresolutioninstitute.org
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South Asian Cluster

• India

• Thailand

• Philippines

• Bangladesh

• Sri Lanka

• Malaysia

• Cambodia

24access your free content at www.taxresolutioninstitute.org



25

Questions to Consider

• Why is personal space important to North Americans?

• Why do Arab parents insist their children be right-handed?

• Why is the United States considered the most 
individualistic culture in the world?

• Why is China considered the most collective culture in the 
world?

25access your free content at www.taxresolutioninstitute.org



26

Points to Consider

• In today’s world you cannot say all “Chinese” 
people think alike

• In that same respect you cannot say that all 
“Asians” are alike

• Use one’s cultural differences to predict how they 
will speak, act and react in given situations

• Be sure to hold generalizations and predictions 
loosely 

26access your free content at www.taxresolutioninstitute.org
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Tax Resolution Essentials

27access your free content at www.taxresolutioninstitute.org/305A

The following materials and more will be available to 
attendees at www.taxresolutioninstitute.org/305a for 10 
days without a subscription:

• View today’s presentation slides

• Downloads to forms included in today’s presentation

• Tips and traps for IRS field and office audits 

• Tax Resolution desktop manual

• And more…
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Polling Question 3

How may tax audits have you completed 

in the last 12 months?

• None

• 1-5

• 5 or more
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Culture vs Personality

Confucian Asia

(China & Japan)

29access your free content at www.taxresolutioninstitute.org
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Confucian Asia

Chinese Auditors

• How old is the auditor?

• Are they from Mainland China, 

Shanghai, Taiwan, Hong Kong or 

somewhere else?

30access your free content at www.taxresolutioninstitute.org
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South Asian

Filipino Auditors

• Most westernized country in 
Southeast Asia

• 3rd largest English speaking 
country

• Believe in internal strength 

• Have a sense of shared identity
31access your free content at www.taxresolutioninstitute.org
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Filipino Auditors Continued

Interactions

• May “bend” the truth to be polite

• Look to external authority to 
make decisions and place 
importance

• Tend to be conservative

• Demands respect and courtesy
32access your free content at www.taxresolutioninstitute.org
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Stereotypes

• Asian Americans – “don’t know how 

to speak English”

• Latinos – “all men are Macho”

• Non-Caucasians  “all are foreign 

born and not American” 

33access your free content at www.taxresolutioninstitute.org
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Arab Auditors

• Arab in this case is used as a 
general term

• Arab auditors may come from 
different races or lineage (includes 
Muslims, Christians and Jews)

• Do not discuss religion or politics

• Do not discuss social issues (i.e. 
alcohol consumption or gender 
relations)

34access your free content at www.taxresolutioninstitute.org
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Arab Auditors continued…

• Family is key social unit

• Values friendship

• Maintain eye contact

• Physical gestures have meanings

• grasping chin

• placing palm on chest

• showing soles of shoes
35access your free content at www.taxresolutioninstitute.org
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Latin American

Latino Auditors

• Use last name unless permitted 
to use first

• Pointing at auditor is considered 
disrespectful

• Shake hands with everyone (in 
order of oldest person 1st)

36access your free content at www.taxresolutioninstitute.org
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Latino Auditors continued…

• Soft spoken

• Increased volume indicates anger

• Adults command respect

• Physical gestures have meanings

• Gender bias may create prejudice in 
some tax situations

• Revere persons of authority
37access your free content at www.taxresolutioninstitute.org
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Electronic Communication

• A correspondence audit does not 

mean you do not need to mind your 

social P’s and Q’s 

• Some cultures will require more 

detailed description in otherwise 

casual mediums such as email

• Better to be formal than casual

38access your free content at www.taxresolutioninstitute.org
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Faux Pas Examples

• Exxon (an American company) first 
called itself “Enco” in Japan - meaning 
stalled car

• The Chinese characters needed to 
sound like Coca-Cola mean – “bite the 
wax tadpole”

• The American customs of shaking 
hands and slaps on the back are 
considered insults to Chinese cultures. 

39access your free content at www.taxresolutioninstitute.org
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Cross-Cultural Communication

• First ask yourself how your culture, 

religion, etc. affects how you behave

• Get out of your comfort zone when 

speaking to persons of other 

cultures

• Negotiate with the person your 

speaking to, not yourself

40access your free content at www.taxresolutioninstitute.org
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Cultural Baggage

Localized Clichés have no meaning to 
those not raised in the US.  Don’t say:

• Pardon my French

• Check with the home office (upsets 
Americans)

• Lay your cards on the table

• Don’t just sit there…speak up 
(Americans do not like silence)

41access your free content at www.taxresolutioninstitute.org
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Cultural Baggage continued

More phrases not to use…

• Don’t take no for an answer

• One thing at a time

• I am what I am

• A deal is a deal (this is not how 

middle easterners negotiate)

42access your free content at www.taxresolutioninstitute.org
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Interesting Fact

Remember…

Our American concept of the 
definition of “fair play” has no 
equivalent in any other language.

43access your free content at www.taxresolutioninstitute.org
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How Beliefs Influence Behavior

• Because another culture behaves 
differently does not mean they are 
“lazy” or “deceitful”

• All stereotypes (even neutral ones) 
follow a bell curve

• People of one nationality do not all 
act the same (i.e. 1.5 Billion Chinese 
residents)

44access your free content at www.taxresolutioninstitute.org



45Cultural Intelligence
Is it really art?

• Use what you learn here as a guide 
only…this is art, not science

• Develop an understanding of various 
cultures to have in your arsenal

• Pick up on cues (and clues) to maximize 
success in a given situation

• Negotiate with the person with whom you 
are speaking, not yourself

45access your free content at www.taxresolutioninstitute.org
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To discharge or not to discharge?

46

Full-Day Seminar/Webcast

AND…

Unlike other courses you will also learn:

• When NOT to file a bankruptcy to discharge taxes

• How to make big bucks defending your client from the Trust 
Fund Recovery assessment

• When you WANT your client to have their bank account levied

for more information visit
www.taxresolutioninstitute.org 

Click on the Course List…todays participants receive 20% off
(use code 20offsem – expires midnight this Sunday)
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Polling Question 4

Would you benefit from a brief no-cost 
consultation regarding an audit in which 
are involved?

• Yes

• No
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Now we discuss the “Science”…

Topics

• How many IDR’s are too many?

• What is a 30-day letter?

• What is a 90-day letter?

• If 90 days has passed how to get another 
“bite at the apple”

• Fast-Track Settlement (FTS)

• Fast-Track Mediation (FTM)

48access your free content at www.taxresolutioninstitute.org
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EXAMINATION LETTER

49

IRS Form 

2205-A
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Information Document Requests

• IRS Form 4564

• Known as IDR’s

• May be accompanied by one or more 

Summons

• How many IDR’s are too many?

50access your free content at www.taxresolutioninstitute.org
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IRS IDR

Form 

4564
(page 1 of 4)
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IRS IDR

Form 

4564
(page 2 of 4)
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IRS IDR

Form 

4564
(page 3 of 4)
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IRS IDR

Form 

4564
(page 4 of 4)
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Audit Time

So the audit appointment is set… 

Practical steps…
• Request (or review received) IDR
• Obtain documents, ledgers and other 

related substantiation from the client
• Do a “mini” audit – remember you 

want to know the results of the audit 
before the Revenue Agent walks in the 
door

55access your free content at www.taxresolutioninstitute.org
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Practical Steps 
(continued)

• Have a staff person (preferably on the POA) meet 
and greet the auditor first  

• Do not be available for the first 30 minutes (or 
more if necessary)

• Guide the auditor to examine best documented 
items first regardless of the order of his requests

• Meet & greet the auditor, apologize for being 
late and ask if your staff person got him or her 
started okay

• Ask if he or she requires additional documents, 
leave the room to obtain them  

56access your free content at www.taxresolutioninstitute.org
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It’s not over ‘till it’s over!

57

Offers in Compromise & Appeals Webinar

This 2-hour course discusses the finer points of Offers in Compromise and 
Appeals including:

• Why planning for an offer is more important than preparing the offer

• How to really value a retirement plan for the offer (hint: it’s not the 
70% shown on the 433A-OIC)

• How and what type of appeal you should file

• How do you get a 2nd bite at the apple in tax court even though you are 
not a tax attorney

for more information visit
www.taxresolutioninstitute.org 

and click on Course List…participants receive 20% off
(use code 20offsem – expires this Sunday at midnight)
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Polling Question 5

Have you ever used an offer in 
compromise to contest an audit result?

• Yes

• No
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Audit Findings

• Provided in IRS Form 4549

• Taxpayer may accept changes as 
proposed

• Taxpayer may appeal assessment at the 
audit level

• Taxpayer may appeal assessment at the 
court level

• Taxpayer may get a 2nd “bite at the apple” 
via an offer in compromise

59access your free content at www.taxresolutioninstitute.org
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IRS Form 

4549

Income 

Tax 

Changes
(page 1 of 2)
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IRS Form 

4549

Income 

Tax 

Changes
(page 1 of 2)
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30-Day Letter

• IRS Letter 950

• Federal income tax audit concluded

• Revenue Agent’s Report (RAR) has 

been issued outlining proposed 

changes

• May be bypassed if time remaining on 

the statute of limitations is insufficient

62access your free content at www.taxresolutioninstitute.org
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30-Day Letter continued

Options

• Accept and pay proposed liability

• Appeal findings

• Do nothing in anticipation of receiving 

Notice of Deficiency (90-day letter)

63access your free content at www.taxresolutioninstitute.org
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IRS 

30-Day 

Letter 
(page 1 of 2)
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IRS 

30-Day 

Letter 
(page 2 of 2)
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Things to Note

• Revenue agents have very limited 

authority

• Appeals officers consider the 

government’s perceived hazards of 

litigation stemming from an appeal or 

tax court petition filing increases 

chances of settlement

66access your free content at www.taxresolutioninstitute.org
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Tax Resolution Essentials

67access your free content at www.taxresolutioninstitute.org/305A

The following materials and more will be available to 
attendees at www.taxresolutioninstitute.org/305a for 10 
days without a subscription:

• View today’s presentation slides

• Downloads to forms included in today’s presentation

• Tips and traps for IRS field and office audits

• Tax Resolution desktop manual

• And more…
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Polling Question 6

Do you use one or more of the strategies 
listed below to appeal IRS findings (check 
all that apply)?

• Appeal to auditor’s supervisor

• Request for appeal – general

• Fast Track Mediation (FTM)

• Fast Track Settlement (FTS)

• Petition tax court  
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90-Day Letter

IRS Letter 937

• Also referred to as a Notice of Deficiency

• Must respond within 90 days in order to take 

appeal to tax court

69access your free content at www.taxresolutioninstitute.org
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70

IRS 

90-Day 

Letter 
(page 1 of 6)
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IRS 

90-Day 

Letter 
(page 2 of 6)
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IRS 

90-Day 

Letter 
(page 3 of 6)
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IRS 

90-Day 

Letter 
(page 4 of 6)
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IRS 

90-Day 

Letter 
(page 5 of 6)
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IRS 

90-Day 

Letter 
(page 6 of 6)
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Tax Court

Advantages

• Change of a favorable result to taxpayer has a 

high probability

• Over 90% of tax court cases reach settlement 

prior to trial

76access your free content at www.taxresolutioninstitute.org
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Tax Court

Disadvantages

• You cannot go to tax court if you have already 

paid the tax in question

• Tax court meets infrequently and a result will 

take a long time

• Trial is typically calendared more than 6 

months from the time a petition is filed

• Small cases often take a year to decide

77access your free content at www.taxresolutioninstitute.org
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Tax Court

Types of Tax Court

78access your free content at www.taxresolutioninstitute.org
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Tax Court

Small Tax Court (S Case) Proceedings
• Cases sent to Office of Appeals 
• Nominal filing fee
• Taxpayer will receive notice of trial, standing 

pre-trial order and trial memorandum
• IRS counsel may request meeting to discuss 

the case
• Burden of proof is on the taxpayer
• Judge may render decision at trial or by mail
• Court will send bill for remaining taxes
• Legal briefs typically not necessary

79access your free content at www.taxresolutioninstitute.org
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Tax Court

Regular Tax Court Proceedings
• Most cases settle before trial

• Nominal filing fee

• Requires submission of legal briefs by IRS and 

taxpayer

• May request reclassification as an S Case if 

taxpayer is willing to waive right to contest tax 

assessed above $50,000

80access your free content at www.taxresolutioninstitute.org
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Tax Court

Who can file a petition?
• Any person who has received a notice of 

deficiency

• Any person who has received a notice of 

determination

• In some instances a petition may be filed for 

relief from joint and several liability (innocent 

spouse relief)

81access your free content at www.taxresolutioninstitute.org
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Tax Court

Who can appear in tax court?

• A private attorney

• A non-attorney admitted to practice in tax 

court

• A taxpayer without representation

82access your free content at www.taxresolutioninstitute.org



83

Innocent or Not?

83

Full-Day Seminar/Webcast

PLUS…

Unlike other courses you will also learn:

• How to make big bucks defending your client from the Trust Fund Recovery 
assessment

• Collection Appeal Rights (CAP) – when NOT to use this option

• How the IRS determines a spouse is NOT so innocent

for more information visit
www.taxresolutioninstitute.org 

Click on the Course List…todays participants receive 20% off
(use code 20offsem – expires midnight this Sunday)
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Polling Question 7

Would you like us to call you to discuss an 
audit or other resolution issue?

• Yes

• No
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Fast Track Settlement
and 

Mediation

85access your free content at www.taxresolutioninstitute.org
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Purpose

• To provide a quicker result for tax examinations

• Involves Appeals Officer sooner than otherwise 

may happen

• Either IRS or taxpayer may request either 

process

• Both parties must agree in order to begin either 

process

86access your free content at www.taxresolutioninstitute.org



87

Fast Track Settlement

• Use form 14017

• Entire process should be less than 60 days

• Can be initiated at the appeals level

• Mediator considers hazards of litigation

• Neither the taxpayer nor the IRS (via examining 

agent) are obligated to accept the mediator’s 

proposal.

87access your free content at www.taxresolutioninstitute.org
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IRS Form 

14017 

Application 

for Fast 

Track 

Settlement
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Request for Mediation

• Use form 13369

• Mediator only views items at the examination 

level

• CANNOT be initiated at the appeals level

• Neither the taxpayer nor the IRS (via examining 

agent) are obligated to accept the mediators 

proposal.

89access your free content at www.taxresolutioninstitute.org
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IRS Form 

13369

Agreement 

to Mediate
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The 1st 30 Seconds…

So…

What do you say to a Revenue Agent

in the first 30 seconds of your initial 
meeting?

91access your free content at www.taxresolutioninstitute.org
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92

Questions and Answers

(time permitting)
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Summary of Topics Covered

• Cultural Intelligence  - fact or fiction?

• 10 most common cultural clusters

• Culture vs personality

• Auditor behavior based on cultural 
background

• Sizing up an IRS Auditor

• Addressing IDR’s

• Understanding audit findings

• Appealing an audit
93
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Tax Resolution Essentials

94access your free content at www.taxresolutioninstitute.org/200Aaccess your free content at www.taxresolutioninstitute.org

The following materials and more will be available to 
attendees at www.taxresolutioninstitute.org/305a for 10 
days without a subscription:

• View today’s presentation slides

• Downloads to forms included in today’s presentation

• Tips and traps for IRS field and office audits 

• Tax Resolution desktop manual

• And more…
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Our mission today…

1) Help you make money

2) Teach you how to become a tax resolution 
specialist;

3)  Become your tax resolution partner; or

4)  Become your trusted referral source

Find us on the web at: www.taxresolutioninstitute.org

Email us at: info@taxresolutioninstitute.org

Call us at: (800) 747-8718
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