
EFFECTIVE DATE

(04-25-2025)

PURPOSE

(1) This transmits revised Internal Revenue Manual (IRM) 5.8.4, Offer in Compromise, Investigation.

MATERIAL CHANGES

(1) The following table outlines changes made to IRM 5.8.4:

Number IRM SECTION
REVISED

SUMMARY of CHANGES

1. Effect on other
documents

Incorporated IGMs:
• SBSE-05-0223-0001, IG on OIC-IAT Usage in the Offer

in Compromise Process, dated February 28, 2023.
• SBSE-05-0423-0019, IG on Printing of Documents for

Offer in Compromise (OIC) Files, dated April 19, 2023.
• SBSE-05-0424-0003, IG Obsoletion of Form 14640,

Addendum to Form 656, dated April 22, 2024.
• SBSE-05-0424-0017, IG on Notice of Federal Tax Lien

Filing for SCOIC employees, dated April 11, 2024.
• SBSE-05-0424-0020, IG regarding IRS Received Date

for Form 656, dated April 22, 2024.
• SBSE-05-0623-0032, IG on ITINS, Liens and ES

payments, dated June 26, 2023.
• SBSE-05-0624-0033, IG on Electronic Processing of

Offer in Compromise (OIC) Cases with Appeals, dated
June 17, 2024.

• SBSE-05-0823-0029, IG on Secure Messaging for
SCOIC employees, dated August 3, 2023.

2 . 5.8.4.1 Updated contact information.

3. 5.8.4.1.3 Updated responsibilities.

4. 5.8.4.1.4 Added data and reports from the Automated Offer in Compro-
mise (AOIC) system, Business Objects, ENTITY Case
Management System, and Integrated Collection System (ICS)
and additional ad hoc reports.

5. 5.8.4.1.6 Added definition for IAT and FOIC.

6. 5.8.4.3 Added: The RCP must include all assets the taxpayer has an
interest in whether they may be enforced against or not.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

7. 5.8.4.5.1 Changed note: If a case has not been identified as a field
OIC transfer within 12 months of the IRS Received Date, the
site must retain and work the case. If the site believes there
are complex issues that cannot be resolved at the site, the
site and field manager must reach a resolution on the appro-
priate transfer determination.

8. 5.8.4.6 (1) Added: All components of the initial compliance screening
must be completed, documented and appropriate actions
taken upon case assignment. Added example.

9. 5.8.4.6 (2) Added:
• Employees must use IAT.

• If the taxpayer was not current with FTDs for the
two preceding quarters at the time the offer was
filed, and no correspondence was sent by the PE
to notify the taxpayer that the offer would be
transferred for investigation, send the OIC case
back to COIC for a PE to change the processabil-
ity determination to“not processable” and request
that they return the offer to the taxpayer accord-
ingly. If a letter was sent by the PE to notify the
taxpayer of OIC transfer for investigation, request
that the taxpayer make all delinquent FTDs. The
OE/OS must make two phone attempts to secure
compliance. In order to allow for a response, the
second attempt should be the next business day.
Issue the additional information letter on the
second day.

10. 5.8.4.6 (3) Removed reference to check for solely to delay issues in the
initial compliance screening. If a Form 657 is present signed
by the manager, the offer may be returned with no further
contact.

11. 5.8.4.6 (4) Added:
• Reminder: If the taxpayer has been previously advised

to stay current with ES or FTD payments, see IRM
5.8.4.6 (6), Initial Compliance Screening.

• If contact is made with the taxpayer, the OE/OS must
discuss publications 1 and 594, make an NFTL filing
determination, and discuss the filing or potential filing
of an NFTL, including the ability to file a Collection
Appeal (CAP)/Collection Due Process (CDP).

• Changed ’will’ to ‘may in the following statement: If the
taxpayer/representative states the ES payment require-
ment is less than determined by the OE/OS, the
OE/OS may accept the taxpayer’s statement unless
there is indication to the contrary.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

12. 5.8.4.6 (6) Clarified that the offer be returned if the taxpayer/
representative was previously provided the opportunity to pay
a shortfall in required ES payments or federal tax deposits
and advised that failure to make these required payments
would cause the offer to be returned. The OE/OS is not
required to provide the taxpayer additional time to submit the
payment.

13. 5.8.4.6 (9) Removed specific closing codes to close filing requirements.
Refer to Document 6209 for appropriate closing codes.

14. 5.8.4.6 (10) Added a reminder: If the taxpayer/representative wants to file
an original or amended return, the offer must be withdrawn or
the offer will be returned. Advise the taxpayer/representative
they may submit a new offer once the amended or original
return is assessed.

15. 5.8.4.6 (11) Added the date of expected taxpayer contact must be docu-
mented.

16. 5.8.4.6 (12) Updated phone attempts to two for all categories for consis-
tency. Clarified that In order to allow for a response, the
second attempt should be the next business day. Issue the
additional information letter on the second day. Added a note:
secure messaging is an option for sending a letter to the
taxpayer or representative.

17. 5.8.4.6 (13) Added:
• The employee must advise the taxpayer of the specific

information required, set a specific deadline and advise
of the consequences if the information is not provided
by the deadline.

• Documentation of the expectation, specific deadline,
and consequences is required in AOIC and/or ICS re-
gardless of the method of contact; verbal or written
correspondence.

• Note: When a deadline is extended, repetition of the
previously documented consequence is not required
but the new deadline must be documented in AOIC
and/or ICS history.

18. 5.8.4.7 (1) Removed reference to 30 days when completing initial offer
actions.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

19. 5.8.4.7 (2) Added:
• (a) The OE/OS should review the Form 656 to insure

the information is complete and accurate. Added a
table of items to be reviewed on the Form 656.

• Reference to IRM 5.8.8.2.1, amending Form 656 and
5.8.8.3, pen and ink changes for additional information.

• (f) The OE/OS should check for delay of collection
criteria per IRM 5.8.4.7.1

• (i) AOIC decision point is required to be utilized when
preparing the IET/AET.

• (j) Required use of OIC-IAT.
• (k) OIC-IAT identifies and lists account conditions that

may impact the investigation of the offer. The OE/OS
will conduct additional investigation by selecting the
account condition and viewing details.

• (l) Copy and paste the result histories into AOIC
Remarks or ICS history, as applicable. The history
should include account conditions and compliance or
payment information that impacts the case determina-
tion. Results must be edited to remove any information
that is not relevant.

• (n) If an unaddressed ITIN merge is identified, refer the
offer back to the PE group per IRM 5.8.2.4.1, Deter-
mining Processability, to begin the merge.

• (o) Research IDRS and case history for any outstand-
ing levies. Added instruction on actions and
documentation required if a levy is discovered.

• (t) The taxpayer or representative must be advised of
any potential NFTL filing and related appeal rights
during initial contact. Added reference to IRM 5.8.4.13,
Notice of Tax Lien Filing.

20. 5.8.4.7 (3) • Removed language stating there will be some cases
that cannot be loaded onto DP, therefore it may be
necessary for the OE/OS to manually calculate the
RCP.

• Revised the note that if the 433-A (OIC) clearly shows
the taxpayer has no assets and no disposable income,
the financial information showing all zeros must be
input to DP. The OE/OS should still verify the financial
information through internal sources.

21. 5.8.4.7 (4) • Clarified that the imminent statute is within 6 months.
• Added ‘It is the responsibility of the OE/OS to ensure

the 480 is input and reflects the correct date, correct
statute expiration code and correct CSED indicator
codes.

22. 5.8.4.7.1 Moved ‘Offer Submitted Solely to Delay Collection’ to new
subsection.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

23. 5.8.4.7.2 Moved ‘Solely to Delay Examples and Discussion’ to new
subsection.

24. 5.8.4.7.2.1 Moved ‘Procedures for Return of Offers Submitted Solely to
Delay Collection’ to new subsection.

25. 5.8.4.7.3 (3) • Clarified phone attempts to two for consistency.
Clarified that In order to allow for a response, the
second attempt should be the next business day. Issue
the additional information letter on the second day.

• Added a note: secure messaging is an option for
sending a letter to the taxpayer or representative.
Removed requirements for securing a related offer for
a single member LLC for liabilities after January 1,
2009.

26. 5.8.4.7.3.1 Changed title of this subsection to: ‘Processing of Related
Offers Secured by the Field OS’ to avoid confusion with elec-
tronic submissions.

27. 5.8.4.7.3.1 (1) Added:
• Requirement to date stamp or otherwise record the

date received in SCOIC in the upper right corner of
Form 656.

• Note: If an offer is received electronically, the OE/OS
should use the digital date stamp for Adobe documents
to record the date of receipt. Removed reference to
deposits.

28. 5.8.4.7.3.2 Changed title of this subsection to: ‘Centralized OIC Respon-
sibilities When Related Offers Are Received from the Field’ to
avoid confusion with electronic submissions.

29. 5.8.4.8 (1) • Clarified phone attempts to two for consistency.
Clarified that In order to allow for a response, the
second attempt should be the next business day. Issue
the additional information letter on the second day.

• Added a note: secure messaging is an option for
sending a letter to the taxpayer or representative.

30. 5.8.4.8 (4) • Added a table containing specific items that may be
required to continue the offer investigation.

31. 5.8.4.8 (7) • Clarified phone attempts to two for consistency.
Clarified that In order to allow for a response, the
second attempt should be the next business day. Issue
the additional information letter on the second day.

• Added a note: secure messaging is an option for
sending a letter to the taxpayer or representative.

32. 5.8.4.9 (1) Added a note: secure messaging is an option for sending a
letter to the taxpayer or representative.

33. 5.8.4.9.1 Added new subsection Responding to Taxpayers.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

34. 5.8.4.10 Updated subsection to include follow up and employee
actions. .

35. 5.8.4.11 Organized case recommendations/closing actions in a table
for clarification.

36. 5.8.4.12 (1) Added additional documentation requirements: Publications 1
and 594, follow up dates, deadlines, consequences, results of
internal analysis, appeal rights, cause and cure, results from
OIC-IAT analysis.

37. 5.8.4.12 (2) Added: If the terms include a balloon payment, document the
source of the funds. If the taxpayer indicates they intend to
obtain the equity by mortgaging or selling real property,
advise the NFTL will not be discharged or subordinated for
less than the full proceeds, even if the accepted offer amount
is less. See IRM 5.8.10.6, Discharge and Subordination
Requests.

38. 5.8.4.12 (9) Added: The OE/OS should utilize the latest version of OIC
templates as found on OIC SharePoint, check the accuracy
of the histories, and omit any unnecessary or incorrect infor-
mation prior to recording the history in AOIC or ICS.

39. 5.8.4.12 (10) Added: History entries should be clear, accurate, concise,
complete and timely. Clarified that history entries should not
contain extraneous information or employee opinions unsub-
stantiated by facts. Input the date action occurred or as soon
as practical.

40. 5.8.4.13 Changed the tax liability requirements and timing of the filing
of the Notice of Federal Tax Lien.

41. 5.8.4.13 (3) Added:
• Initial review of any case must include an NFTL

analysis using the Automated Lien System (ALS).
Document the NFTL analysis and actions taken as a
result, including any periods without liens, the filing
location, and the earliest refile deadline date if within
12 months.

• If analysis indicates an NFTL was erroneously allowed
to self-release, take appropriate action to correct the
problem.

• Added a documentation example.
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Number IRM SECTION
REVISED

SUMMARY of CHANGES

42. 5.8.4.15.2 (2) Added:
• If the offer is to be accepted, COIC/FOIC will forward

copies of the acceptance letter and Form 7249 to
Appeals via encrypted email.

• On accepted offers, APS will issue only the applicable
CDP or EH closing letter.

• Since Collection issues the acceptance letter, Collec-
tion is solely responsible for AOIC closing actions on
offers they accept.

43. 5.8.4.15.2.(3) Clarified an offer submitted during a CDP hearing should
never be returned under solely to delay, as discussed in
IRM 5.8.4.7.1, Offer Submitted Solely to Delay Collection.
Complete a financial evaluation in accordance with IRM
5.8.5, Financial Analysis and take action in accordance with
IRM 5.8.4.9, Actions Based on Reasonable Collection
Potential.

44. 5.8.4.15.2 (4) Added a note advising to leave the consumer credit report in
the case file if the taxpayer has exercised their right to a Col-
lection Due Process (CDP) hearing. Appeals will destroy the
consumer credit report when it closes the case. See IRM
5.1.18.19.2.9, Disposal of Credit Information.

45. 5.8.4.15.3.1 Incorporated instructions on submitting a CDP/EH case via
the appeals electronic case receipts (ECR) system.

46. 5.8.4.15.3.2 Incorporated instructions on submitting a CDP/EH case via
the appeals electronic case receipts (ECR) system.

47. 5.8.4.17.1 (4) Added: An offer should not be accepted if any filed tax return
has not yet posted. (This includes refund returns, so that the
IRS can offset the refunds to the tax liabilities prior to accep-
tance of the offer.

48. 5.8.4.20 Moved to subsection 5.8.4.7.1 for logical flow.

49. 5.8.4.20.1 Moved to subsection 5.8.4.7.2 for logical flow.

50. 5.8.4.20.2 Moved to subsection 5.8.4.7.2.1 for logical flow.

51. 5.8.4.21.1 (6) Added: TFRP actions must be completed prior to submitting
the offer for acceptance or rejection approval. Exception: Do
not delay acceptance of Non-Economic Hardship Offers.
Referred to IRM 5.8.11.6.1, Documentation and Verification of
Non-Economic Hardship.

52. 5.8.4.21.1(7)(b) Added: Reference to IRM 5.7.7.6.1 (4) for preparation of
Form 3870.

53. 5.8.4.21.4 (2) Added: Electronic procedures to transfer the case to Appeals
referencing IRM 5.8.7.7.5.1.1, Electronic Transmissions of
Rejected OIC cases to the Independent Office of Appeals.
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Number IRM SECTION
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54. 5.8.4.22.6 Removed: ‘Update the AOIC case category code to 16,
Return Preparer Fraud or Misconduct.

55. 5.8.4.23.1 (2) Added: If the taxpayer is unwilling to remove the RBA from
the terms of the offer, the appropriate resolution would be a
processable return of the taxpayer’s offer.

56. 5.8.4.23.2 (1) Added Note: FBAR penalties will not be accepted for compro-
mise regardless of the title section of the assessment.

57. 5.8.4.24 (9) • Added a note: secure messaging is an option for
sending a letter to the taxpayer or representative.

58. 5.8.4.25 (2) • Removed the requirement for the taxpayer to check
the box on Form 2848 for their representative to
receive correspondence.

• Removed taxpayers can ‘check the boxes’ and added
a note that copies of notices and communication can
be sent to up to two authorized representatives.

59. 5.8.4.26 (1) Added: Additional criteria when a procedural issue creates
the need for a new or amended offer to be filed to correct an
error/defect to expedite processing.

60. Throughout Removed references to addendum to reflect policy change to
utilize amended Form 656 for all contract revisions.

61. Throughout Incorporated secure messaging (SM) or document upload
tool (DUT) is an acceptable means of securing documents
wherever fax or electronic correspondence is referenced.

62. Throughout Made numerous editorial changes throughout the IRM e.g.,
added electronic files where applicable, correcting spelling or
grammatical errors, updating website addresses/links,
changed mandatory to voluntary, and changed Service to
IRS, etc.

63. Throughout Removed exhibits and replaced with hyper links where
appropriate.

EFFECT ON OTHER DOCUMENTS

This IRM supersedes IRM 5.8.4 dated February 10, 2023. SBSE-05-0223-0001, Interim Guidance on OIC-IAT
Usage in the Offer in Compromise Process, dated February 28, 2023, SBSE-05-0423-0019, Interim Guidance on
Printing of Documents for Offer in Compromise (OIC) Files, dated April 19, 2023, SBSE-05-0424-0003, Interim
Guidance on Obsoletion of Form 14640, Addendum to Form 656, dated April 22, 2024, SBSE-05-0424-0017,
Interim Guidance on Notice of Federal Tax Lien Filing for SCOIC Employees, dated April 11, 2024, SBSE-05-0424-
0020, Interim Guidance regarding IRS Received Date for Form 656, dated April 22,2024, SBSE-05-0623-0032,
Interim Guidance on ITINs, Liens, and ES payments, dated June 26, 2023, SBSE-05-0624-0033, Interim Guidance
on Electronic Processing of Offer in Compromise (OIC) Cases with Appeals, dated June 17,2024, and SBSE-05-
0823-0029, Interim Guidance on Secure Messaging for SCOIC Employees, dated August 3, 2023, have been
incorporated into this IRM.

Manual Transmittal Cont. (7)

5.8.4 Internal Revenue Manual Cat. No. 27843J (04-25-2025)



AUDIENCE

SB/SE Collection Offer Examiners, Offer Specialists, and other IRS employees who conduct investigations of
a taxpayer’s offer in compromise.

Eric Slayback

Acting Director, Collection Policy

Small Business/Self Employed
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5.8.4.1
(04-25-2025)
Program Scope and
Objectives

(1) Purpose: This chapter provides:

• Instructions for conducting the different types of offer investigations.
• Definitions for considering each possible basis under which an offer may

be filed.
• Directions for coordinating activities with other IRS functions.

(2) Audience: These procedures apply to IRS employees who are responsible for
investigating and considering offers:

• Offer Examiners (OE) in Centralized Offer in Compromise (COIC)
• Offer Specialists (OS) in the Field Offer Territories
• Additional IRS employees assigned to the offer program and employees

who conduct offer in compromise investigations and consider offer in
compromise appeals

(3) Policy Owner: Director, Collection Policy, SBSE

(4) Program Owner: Collection Policy, SBSE, Offer in Compromise (OIC)
Program

(5) Primary Stakeholders: The primary stakeholders are COIC and Field offer
employees.

(6) Contact Information: SCOIC employees should follow established procedures
to contact OIC Collection Policy. Other employees should contact the Product
Content Owner shown on the Product Catalog Information page for this IRM.

(7) Program Goals: Policy Statement P-5-100 explains the objective of the OIC
as a collection tool. This Internal Revenue Manual (IRM) subsection provides
the fundamental knowledge and procedural guidance for offer examiners and
offer specialists engaged in the investigation of offers. The procedures in this
IRM include guidance so employees will be able to complete offer investiga-
tions and initiate taxpayer contact, when appropriate.

5.8.4.1.1
(04-25-2025)
Background

(1) An offer in compromise (referred to as an offer or OIC) is a way for the IRS to
recoup a portion of the monies owed by taxpayers unable to pay their taxes in
full. Revenue Procedure 2003-71 explains the procedures applicable to the
submission and processing of offers to compromise a tax liability under
Section 7122 of the Internal Revenue Code. The Tax Increase Prevention and
Reconciliation Act of 2005 (TIPRA) also provided additional requirements for
submission of an offer.

(2) An offer is submitted to the Brookhaven or Memphis campus for consideration
and evaluated on the basis of its processability, the taxpayer’s ability to pay,
and the taxpayer’s foreseeable future earnings. 26 CFR 300.3, Offer to com-
promise fee, and Notice 2006-68 also provide information on the submission of
payments and fees associated with an offer submission. During the offer inves-
tigation, the taxpayer’s individual circumstances are evaluated and the IRS will
make a determination for disposition to either Return, Reject, Withdraw,
Terminate, or Accept the offer. This IRM subsection provides guidance on how
an offer investigation should be completed and the impact other functions or
activities may have on the offer investigation.
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5.8.4.1.2
(04-25-2025)
Authority

(1) The following lists the Authorities for the OIC program:

Authorities

Internal Revenue Code (IRC) 7122 - Compromises

Treasury Regulations 26 CFR 301.7122-1 - Compromises

IRC 6702(b) - Civil penalty for specified frivolous submissions

Policy Statement P-5-100

Policy Statement P-5-89

26 CFR 300.3, Offer to compromise fee

Revenue Procedure 2003-71

Tax Increase Prevention and Reconciliation Act of 2005 (TIPRA)

Notice 2006-68

RM 1.2.1, Servicewide Policy Statements

IRM 1.2.2, Servicewide Delegations of Authority

5.8.4.1.3
(04-25-2025)
Roles and
Responsibilities

(1) The Director, Collection Policy is responsible for all policies and procedures
within the Offer in Compromise program.

(2) The National Program Manager, Offer in Compromise is responsible for devel-
opment and delivery of policies and procedures within the program.

(3) Managers of employees investigating offers are responsible for ensuring these
procedures are followed and employee actions are timely and accurate.

(4) The Director, Specialty Collection Offer in Compromise (SCOIC) is responsible
for the performance of the OIC program and ensuring IRM policies and proce-
dures are followed.

(5) Offer Examiners/Offer Specialists(OE/OS) and other employees investigating
offers are responsible for following the procedures in this IRM.

5.8.4.1.4
(04-25-2025)
Program Management
and Review

(1) Operational and program reviews are conducted on a yearly basis by the
Director Specialty Collection Offer in Compromise, (SCOIC) and Collection
Policy, with the use of data and reports from the Automated Offer In Compro-
mise (AOIC) system and ENTITY case management system. In addition ad
hoc reports, which provide information on the inventory levels, hours per case,
and age of offers in inventory or at time of closure, are also provided. See IRM
1.4.52, Resource Guide for Managers, Offer in Compromise Manager’s
Resource Guide.

(2) Managerial case reviews are also completed as defined in IRM 1.4.52, Offer in
Compromise Manager’s Resource Guide. These reviews are a method to
determine if the offer amount accurately reflects the reasonable collection
potential (RCP) as defined in Policy Statement P-5-100.
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(3) National quality reviews and consistency reviews are routinely conducted to
ensure program consistency and effectiveness in case processing. As a result
of these reviews, procedural changes may be required to improve the quality
and effectiveness of the program.

(4) Data and reports from the Automated Offer in Compromise (AOIC) system,
Business Objects, ENTITY Case Management System, and Integrated Collec-
tion System (ICS) assist in inventory tracking, case age, and timeliness of case
actions. Additional ad hoc reports which provide information on the inventory
levels, hours per case, and age of OICs in open or closed inventory are also
provided when requested by SCOIC.

5.8.4.1.5
(07-18-2017)
Program Controls

(1) AOIC is used to track offers submitted by taxpayers and record case actions
and history. Ability to take action on AOIC is limited to specific offer employees.
Additional permissions are provided based on an employee’s duties and re-
sponsibilities.

(2) ICS is used by field employees as a method for inventory control and history
documentation.

(3) Managers are required to follow program management procedures and
controls addressed in IRM 1.4.52, Resource Guide for Managers.

(4) Managerial Requirements for case approval are defined in Del. Order 5-1.

(5) The review conducted by the Office of Chief Counsel on certain offers is in ac-
cordance with Treasury Regulations 301.7122-1 - Compromises.

5.8.4.1.6
(04-25-2025)
Terms/Definitions/
Acronyms

(1) The following table is a list of common abbreviations, definitions and acronyms
used throughout this IRM.

Acronym Definition

ACS Automated Collection System

AET Asset Equity Table

AOIC Automated Offer in Compromise

ATAT Abusive Tax Avoidance Transac-
tion

APS Account and Processing Support

BBA Bipartisan Budget Act

CAU Caution Indicator

CDP Collection Due Process

CFFC Collection Functional Fraud Coor-
dinator

CLO Centralized Lien Processing
Operation

COIC Centralized Offer in Compromise
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Acronym Definition

CSED Collection Statute Expiration Date

DATC Doubt as to Collectibility

DATCSC Doubt as to Collectibility with
Special Circumstances

DATL Doubt as to Liability

DP Decision Point Tool on AOIC

DPC Designated Payment Code

DUT Document Upload Tool

DVDP Domestic Voluntary Disclosure
Program

EFTPS Electronic Federal Tax Payment
System

EH Equivalent Hearing

ES Estimated Tax Payment

ETA Effective Tax Administration

FEA Fraud Enforcement Advisor

FTD Federal Tax Deposit

FOIC Field Offer in Compromise

IAT Integrated Automation Technolo-
gies

ICS Integrated Collection System

IDRS Integrated Data Retrieval System

IDT Identity Theft

IET Income Expense Table

IRC Internal Revenue Code

IRM Internal Revenue Manual

MFT Master File Transaction

MOIC Monitoring Offer in Compromise
Unit

NFTL Notice of Federal Tax Lien

OE Offer Examiner

OI Other Investigation

OIC Offer in Compromise

OS Offer Specialist
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Acronym Definition

OVDP Offshore Voluntary Disclosure
Program

PDT Potentially Dangerous Taxpayer

PE Process Examiner

PLET Personal Liability of Excise Tax

POA Power of Attorney

PPIA Part Pay Installment Agreement

RCP Reasonable Collection Potential

RO Revenue Officer

SM Secure Messaging

TIPRA Tax Increase Prevention and Rec-
onciliation Act of 2005

TFRP Trust Fund Recovery Penalty

5.8.4.1.7
(04-25-2025)
Related Resources

(1) Additional resources can be found in IRM 5.8, Offer in Compromise.

(2) Employees can find helpful information on these websites:

• SERP
• Internal Management Document site

5.8.4.2
(04-25-2025)
Effective Tax
Administration (ETA)
and Doubt as to
Collectibility with
Special Circumstances
(DATCSC)

(1) When investigating any offer in compromise (OIC), consideration should be
given to the following issues when present, whether identified by the taxpayer
or not:

• Economic Hardship – when a taxpayer is unable to pay reasonable
basic living expenses. Further defined in IRM 5.8.11.3.1, Economic
Hardship.

• Public Policy or Equity – where, due to exceptional circumstances, col-
lection in full would undermine public confidence that the tax laws are
being administered in a fair and equitable manner. Further defined in
IRM 5.8.11.3.2, Public Policy or Equity Grounds.

Note: The OE/OS must review comments included on the Form 656 Section 3
and/or any attachments to the Form 656 to determine if specific special cir-
cumstances or Effective Tax Administration (ETA) issues are discussed,
which should be considered. Statements such as “I cannot pay” will be
addressed with the determination of the taxpayer’s reasonable collection
potential (RCP).

(2) Offers can be considered under ETA criteria when:

• There is no doubt the tax is owed and no doubt that the full amount
owed can be collected from the taxpayer,
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• The taxpayer has a proven economic hardship or has presented facts
that would support acceptance under the public policy/equity basis, and

• Compromise would not undermine compliance with tax laws.

(3) Offers can be considered under DATCSC criteria when:

• The taxpayer cannot fully pay the tax due, and
• The taxpayer has proven special circumstances that warrant acceptance

for less than the amount of the calculated RCP.

(4) Factors establishing special circumstances under DATCSC are the same as
those considered under ETA.

(5) IRM 5.8.11, Effective Tax Administration, provides a list of factors to consider
when determining if special circumstances exist and also includes a full discus-
sion on how to investigate and determine acceptability of an offer under ETA or
DATCSC grounds.

5.8.4.3
(04-25-2025)
Doubt as to Collectibility

(1) Doubt as to Collectibility (DATC) offers may be worked either in the COIC site
by an OE or in Field OIC offices by an OS. Cases assigned to an OE in COIC
may be forwarded to a Field Offer in Compromise (FOIC) group, for assign-
ment to an OS if complex issues meeting field transfer criteria in IRM 5.8.4.5.1,
Complex Issues Identified During an Investigation (COIC Only) are identified.

(2) For DATC offers, the decision to accept or reject usually rests on whether the
amount offered reflects the RCP. The exception to this rule would be for offers
not accepted based on public policy reasons as defined in IRM 5.8.7.7.2,
Public Policy Rejection. RCP is defined as the amount that can be collected
from all available means, including administrative and judicial collection
remedies. Generally, the components of collectibility outlined in IRM 5.8.4.3.1
below, will be included in calculating the total RCP. Additionally, the taxpayer
may be required to include the value of assets transferred or disposed of prior
to the offer submission in an acceptable offer amount. See IRM 5.8.5,
Financial Analysis, for more detail on how to analyze the taxpayer’s financial
condition to arrive at the value of each component. In determining the taxpay-
er’s future ability to pay, full consideration must be given to the taxpayer’s
overall general situation including such factors as age, health, marital status,
number and age of dependents, education or occupational training, work expe-
rience and present and future employment status.

Note: The fact that the government has the limited ability or elects not to pursue a
levy against an asset does not require the value of the asset to be removed
from the calculation of RCP. The RCP must include all assets the taxpayer
has an interest in whether they may be enforced against or not.

(3) Offers should not be accepted where the tax can be paid in full as a lump sum
or can be paid under current installment agreement (IA) guidelines, unless
special circumstances are identified that warrant consideration of a lesser
amount. The offer should be recommended for rejection based on the taxpay-
er’s ability to full pay under current IA guidelines. Refer to IRM 5.8.5.2, Ability
to Pay.

Note: An offer in compromise is a legitimate alternative to a protracted installment
agreement. A protracted installment agreement is defined as an agreement
that extends beyond the Collection Statute Expiration Date (CSED).
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(4) Additionally, if the taxpayer has the ability to make installment payments, the
investigating employee should determine the amount which may be collectible
from a partial payment installment agreement (PPIA). In some instances,
although the taxpayer is not able to fully pay via an installment agreement, due
to a high monthly payment ability, the amount collectible through the CSED is
substantially more than the RCP amount calculated as defined in IRM 5.8.5,
Financial Analysis. In these situations, when the disparity between the amount
offered and the amount collectable via a PPIA is substantial, acceptance of an
offer may not be in the government’s best interest. Based on this calculation, if
the taxpayer is unwilling or unable to increase their offer to an amount which is
closer to the PPIA collectable amount, they should be provided the opportunity
to withdraw the offer and enter into a PPIA prior to rejection. Ensure the case
determination is consistent with the program objectives to effect collection of
what can reasonably be collected. See IRM 5.8.1.2.2, Policy. Although a PPIA
may generate more funds than the amount offered, acceptance may be appro-
priate based on the taxpayer’s reasonable collection potential and/or specific
circumstances. Substantial consideration should be given to the benefit to the
government of receiving payment at an earlier time, the compliance aspect of
the OIC, monitoring and default issues associated with a PPIA, the difference
between the potential amount received from a PPIA and the tax liability, the
difference between the potential amount received from a PPIA and the offer
amount, the taxpayer’s gross income and family size, and anticipated changes
in the taxpayer’s income or expenses.

Example: The outstanding tax liability is $50,000 and the taxpayer submitted an
offer in the amount of $15,000. The taxpayer is unable to full pay via an
IA within the CSED, yet a PPIA has the potential to collect $25,000.
Although the amount potentially collectible via the PPIA would exceed
the offer amount, the requirement for the taxpayer to remain in compli-
ance for five years, the benefit of the government receiving the funds at
an earlier date and consideration of the additional costs incurred to
monitor the PPIA provides that the taxpayer’s offer should be accepted
unless other circumstances, i.e. public policy, weigh against acceptance.

Example: The outstanding tax liability is $200,000 and the taxpayer submitted an
offer in the amount of $36,000. The taxpayer is unable to fully pay the
tax liability via an IA within the CSED. The taxpayer’s RCP is $36,000
which is based solely on their future income of $1,500 per month. Based
on the calculation of RCP the taxpayer’s offer may be acceptable, yet
there remains over 9 years on the CSED, so the government would po-
tentially receive over $ 162,000 from a PPIA, if the taxpayer would
sustain payments over the remaining months of the CSED. If the
taxpayer submits payments over a 48 month period, the amount
received would be double the RCP. In this instance, the fact the govern-
ment has the potential to receive substantially more than RCP and the
associated monitoring costs incurred, provides that acceptance of the
taxpayer’s offer is not in the government’s interest. The offer should be
rejected on that basis, unless special circumstances are present which
allow for acceptance under ETA or DATCSC.

(5) The calculation of whether the taxpayer can full pay must be based on the
balance due of all outstanding liabilities, with penalties and interest, at the time
the offer is received. Since the balance due at the time of the offer submission
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is used to determine ability to fully pay the liability, the taxpayer’s income and
equity in assets should normally coincide to the offer submission date.

Note: The liability due at the time of offer submission should not be reduced by
periodic payments received during the offer investigation to determine ability
to full pay, although reduction of the liability based on a refund offset or other
type of payment, i.e. levy proceeds, is appropriate.

Reminder: The initial calculation of a taxpayer’s ability to full pay the liability is
based on equity in assets and income at the time of offer submission.
Yet, if the taxpayer acquires an asset, or there is a substantial increase
in income/decrease in expenses during the offer investigation, the cal-
culation of the taxpayer’s ability to full pay may be revised and provide
an appropriate basis for rejection of the taxpayer’s offer.

5.8.4.3.1
(04-30-2015)
Components of
Collectibility

(1) The following four components of collectibility will ordinarily be included in cal-
culating the RCP for offer purposes:

Components Definition

Assets The amount collectible from the taxpayer’s net re-
alizable equity in assets.

Future Income The amount collectible from the taxpayer’s expected
future income after allowing for payment of
necessary living expenses.
• For Lump Sum offers, project for the next 12

months or the remaining statutory period,
whichever is less;

Note: Any lump sum offer which meets the
exception criteria discussed in IRM
5.8.1.15.4, Payments, in which
payment terms exceed five months
should have expected future income
calculated over 24 months or the
remaining statutory period, whichever
is less.

• For Periodic Payment offers, project for the
next 24 months or the remaining statutory
period, whichever is less.

Amount Collectible from third parties The amount we could expect to collect from third
parties through administrative or judicial action. For
example, amounts collectible through imposing a
transferee assessment, enforcing a filed nominee
or alter ego notice of federal tax lien, or pursuing
suit to set aside a fraudulent conveyance.
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Components Definition

Assets and/or income that are available to the
taxpayer but are beyond the reach of the govern-
ment

Assets that the lien will not attach such as equity
in assets located outside the country.

5.8.4.4
(04-25-2025)
Field Assignments

(1) Prior to the issuance of offer cases to FOIC, COIC will have made all process-
ability determinations and completed initial actions in accordance with current
procedures. In some cases, no additional information will be needed from the
taxpayer to complete the investigation. In these situations, the OS must
schedule the next appropriate action(s) in a manner that ensures the timely
resolution of the case.

(2) Generally, the AOIC assignment date will be the assignment date of record.

(3) If contact with the taxpayer/representative does not or will not take place prior
to the date the taxpayer is expecting contact based on prior correspondence or
discussion, the OS or Tax Examiner (TE) must:

• Contact the taxpayer by telephone, secure messaging, or in writing and
advise of the status of the case and expected contact date. If the
taxpayer is verbally notified, document the contact in AOIC. If the
taxpayer is notified in writing, a copy of the letter must be kept with the
offer file, unless the letter was sent via correspondex and is docu-
mented on IDRS, and document the case history. Option “D” of the
AOIC transfer letter may be used to meet the notification requirements.

Note: FOIC may utilize the interim letter process by updating the follow
up screen in AOIC with the date an interim letter will be required
when the offer is received. This will allow for an interim letter to
be mailed prior to the expiration of the expected contact period.
The follow-up screen must also be updated after the mailing of
any interim letter, so an additional 90 day letter will be mailed if
contact does not take place within the timeframe in any previous
letter sent.

• The location of the case 90 days after the mailing of the initial 120 day
AOIC transfer letter or 75 days after the 90 day interim letter will
determine who will contact the taxpayer.

• The date COIC transferred the case on AOIC will be used as the start
date for the 90 day calculation.

• Prior to assignment to the OE/OS, the manager must determine from
the follow-up screen whether an interim letter is due within 30 days and
if necessary have another interim letter mailed to the taxpayer.

(4) Within five business days of receipt of the offer case file from the COIC site,
FOIC will:

• Acknowledge receipt of the offer file(s) by signing and returning the ac-
knowledgement copy of Form 3210, Document Transmittal.

Note: Refer to Document 12990, Records Control Schedules (RCS) 28, Item 26 for
the National Archives and Records Administration (NARA) approved Form
3210, Document Transmittal retention and disposition requirement.
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• Accept transfer of the offer record on AOIC.
• Assign the offer to the appropriate OS. FOIC hold files should only be

used for unique and limited circumstances.

5.8.4.5
(04-25-2025)
COIC Assignments

(1) If assignment to an OE does not or will not take place within 90 days of as-
signment to the 60XX hold file, the COIC site will:

• Contact the taxpayer by telephone, secure messaging or in writing and
advise of the status of the case and expected assignment date. If the
taxpayer is verbally notified, the contact must be documented in the
AOIC history. If the taxpayer is notified in writing, a copy of the letter
must be kept with the offer file, unless the letter was sent via correspon-
dex and is documented on IDRS.

Note: The date the case is assigned to 60XX on AOIC will be used as
the start date for the 90 day calculation.

Reminder: When the case is assigned to an OE, the manager must
determine if the taxpayer is expecting contact within 30
days of the assignment. If expected contact is within 30
days of assignment, advise the taxpayer of the case
transfer and expected contact date.

5.8.4.5.1
(09-24-2020)
Complex Issues
Identified During an
Investigation (COIC
Only)

(1) Below is a list of potential issues that, when identified during an investigation
by COIC, indicate a case might be transferred to the field:

Potential Issues:

Entity consists of a municipality and/or educational institution, which
requires a more specialized knowledge of tax laws.

Complexity of issues include, but are not limited to, valuation of on-
going businesses; income determination when excessive
accumulation of retained earnings is identified; specialized assets.

The taxpayer’s case has been classified as an Abusive Tax Avoidance
Transaction (ATAT) case on ICS or ATAT issues have been identified
and a determination is made that field investigation of the offer is ap-
propriate.

OICs filed by individuals and business taxpayers (e.g., partnerships,
corporations) involved in complex activities or transactions designed
or structured to hide or conceal income, such as offshore activities, or
multiple related entities, requiring a thorough knowledge of the
different fraud indicators, as well as working knowledge on a wide
range of financial and investigative skills.

Need for comprehensive reviews to determine that other required
returns such as excise, or specialty returns, need to be filed.

Presence of tools used to conceal and/or cloud taxpayer’s true
financial condition. Examples, not all include nominee, alter ego, and
transferee situations.
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Potential Issues:

Comprehensive and complex financial statements requiring
knowledge of accounting and business principles in order to
determine the taxpayer’s actual income and expense and thereby
determine true reasonable collection potential.

Need to gather, research, inspect, and validate data from a variety of
sources through personal contacts. The data may, in some instances,
be unique to a particular trade or industry.

Cases involving high profile taxpayers with potential for media
scrutiny.

Docketed Tax Court Cases. See IRM 5.8.10.12, Offer in Compromise
Cases for Tax Periods involving the Department of Justice (DOJ).

International Taxpayers.

Offers in which there is Department of Justice involvement. See IRM
5.8.2, Centralized Offer in Compromise Initial Processing and Pro-
cessability.

Offers in which any assessments were involved in the Offshore
Voluntary Disclosure Program (OVDP) or Domestic Voluntary Disclo-
sure Program (DVDP).

(2) When such issues are identified, consult the site RO to determine if the
transfer is appropriate.

(3) Managers should refer to IRM 1.4.52.6.4, COIC Responsibility for Cases
Transferred to Field OIC, relative to appropriate actions prior to transfer.

Note: If a case has not been identified as a field OIC transfer within 12 months of
the IRS Received Date, the site must retain and work the case. If the site
believes there are complex issues that cannot be resolved at the site, the
site and field manager must reach a resolution on the appropriate transfer
determination.

5.8.4.6
(04-25-2025)
Initial Compliance
Screening

(1) The OE/OS must complete and document all components of the initial compli-
ance screening and take appropriate actions upon case assignment.

Example: The OE/OS determines the taxpayer/representative was previously
provided the opportunity to pay an ES shortfall and was advised that
failure to do so would result in the offer being returned. The OE/OS is
still required to complete and document the entirety of the initial compli-
ance screening prior to returning the offer.

(2) Prior to beginning a RCP or full pay calculation, the OE/OS must determine if
any compliance issues are present, i.e. unfiled returns, missing Tax Increase
Prevention and Reconciliation Act (TIPRA) payments, missing estimated tax
(ES) payments, and/or failure to be current on federal tax deposits (FTDs). The
OE/OS must use OIC-IAT to verify filing compliance, estimated tax compliance/
federal tax deposit compliance, and determine any payment shortfalls. See
IRM 5.8.7.2.2.2, Return for Inadequate Estimated or Insufficient Withholding
Tax Payments, for additional information on the calculation and determination
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of appropriate ES payments. The taxpayer must be current with FTDs for the
two preceding quarters prior to the offer submission, through the current
quarter of offer submission, and during the investigation of the offer.

Note: If the taxpayer was not current with FTDs for the two preceding quarters as
of the date the OIC was filed, the OIC should have been returned during the
initial processability determination per IRM 5.8.2.4.1(2). If the taxpayer was
not current with FTDs for the two preceding quarters at the time the offer
was filed, and no correspondence was sent by the PE to notify the taxpayer
that the offer would be transferred for investigation, send the OIC case back
to COIC for a PE to change the processability determination to “not process-
able” and request that they return the offer to the taxpayer accordingly. If a
letter was sent by the PE to notify the taxpayer of OIC transfer for investiga-
tion, request that the taxpayer make all delinquent FTDs. The OE/OS must
make two phone attempts to secure compliance. In order to allow for a
response, the second attempt should be the next business day. Issue the
additional information letter on the second day.

Note: Taxpayers are considered in compliance if any FTDs are brought current and
any resulting penalty paid in full (status 12). Refer to IRM 5.8.7.2.2.3, Return
for Failure to Make Timely Federal Tax Deposit, relative to a return for failure
to make timely federal tax deposits. If the taxpayer does not provide current
acknowledgement numbers, verify FTDs on IDRS using CC EFTPS.

Note: Compliance requirements for FTDs do not apply to Doubt as to Liability
Offers.

Note: Area offices may establish procedures to conduct this compliance screening
on offers awaiting assignment to an OS. This initial screening prior to assign-
ment may be completed by a Tax Examiner.

(3) The OE/OS should not perform an in depth review for “delay of collection”
criteria as discussed in IRM 5.8.4.7.1, Offer Submitted Solely to Delay Collec-
tion, during the initial compliance screening, however, if a Form 657, Offer in
Compromise/Revenue Officer Report, signed by a manager is present, the
offer may be returned with no further contact.

(4) If the taxpayer has unfiled returns (due after the offer submission), missing
TIPRA payments, missing ES and/or FTD payments, the taxpayer/
representative must be contacted by telephone to discuss. When applicable,
the taxpayer should be provided a reasonable period of time, normally 15
days, to comply with filing any returns or making any required TIPRA payment,
ES or FTD. If the taxpayer or representative requests an extension of time to
comply, a reasonable amount of time should be granted for the filing of returns
or ES payments. A request for an extension to make the required TIPRA
payment or FTD should only be granted if the taxpayer has a special circum-
stance. If the taxpayer/representative states the ES payment requirement is
less than determined by the OE/OS, the OE/OS may accept the taxpayer’s
statement unless there is an indication to the contrary, i.e. financial statements
submitted for the current year indicate net income and potential tax liability is
substantially more than the current and anticipated amounts of ES and/or with-
holding.
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Reminder: If the taxpayer has been previously advised to stay current with ES or
FTD payments, see IRM 5.8.4.6 (6), Initial Compliance Screening.

Note: If contact is made with the taxpayer or their representative, the OE/OS must
document discussion of Publication 1 and Publication 594. The OE/OS must
also make an NFTL filing determination, and discuss the filing or potential
filing of an NFTL, including the ability to file a CAP request prior to the filing
of the NFTL or CDP after an NFTL is filed.

(5) If the delinquent returns were due prior to submission of the offer and a
request for the return(s) was previously made, the offer may be returned
without any additional contact.

(6) If the taxpayer/representative was previously provided the opportunity to pay a
shortfall in required ES payments or federal tax deposits and advised that
failure to make these required payments would cause the offer to be returned,
the OE/OS is not required to provide the taxpayer additional time to submit the
payment. Return the offer. If the taxpayer was advised to submit an ES or FTD
shortfall, before returning the offer, the OE/OS must ensure the taxpayer/
representative has not communicated a change in circumstance that reduces
or eliminates the payment due. If it is unclear whether the taxpayer’s circum-
stances may have changed, then the taxpayer/representative should be
contacted to verify if the taxpayer’s situation has changed and/or the
payment(s) are not due.

Note: If the taxpayer has a zero balance on the prior returns but incurred penalties
paid in full (Status 12), this is considered in compliance for initial screening
purposes.

Example: Taxpayer was advised based on their 2023 tax return information ES
payments were required for tax year 2024. Information was included in
an additional request letter sent during perfection which included a
request for ES payments. The Form 433-A(OIC) shows wage income.
Although the taxpayer was advised to become current on estimated tax
payments, it is unclear whether the taxpayer is still self-employed.
Contact must be attempted to determine whether ES payments are
required. Two phone attempts are required.

(7) If the taxpayer submits a tax return with a balance due, the OE/OS will treat
the liability(ies) as a missing period(s) and process the return(s). If appropriate,
add the missing period(s) on the AOIC MFT screen, include the period(s) on
the original Form 656, and continue working the offer. Refer to IRM 5.8.3.12,
Processing Tax Returns, which include procedures to expedite return process-
ing, when appropriate. If the tax return is for a tax period in which estimated
tax payments were requested during the offer investigation, determine if a
return of the offer is the appropriate resolution. Refer to IRM 5.8.7.2.2.2,
Return for Inadequate Estimated or Insufficient Withholding Tax Payments.

Note: The Form 656 allows the IRS to include any assessed liabilities that were
not listed on the Form 656. Therefore, an amended Form 656 is not required
to add the missing periods only.
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(8) If the taxpayer indicates that they are no longer required to file a tax return, it
will be the responsibility of the OE/OS to close the filing requirements or
indicate no liability to file; that is, input or request input of Transaction Code
590 or 591, as appropriate.

If And Action

TDI status (00,01,02)
on IDRS

Regardless of IRP
information

Secure the return.

If the taxpayer has
no filing requirement
(i.e. disability, retire-
ment or IRP income
is below the
threshold)

Internal verification
indicates the
taxpayer may have
other income not
reported on IRP.
Example: Mortgage
Interest paid by
taxpayer greater than
disability amount
received.

Secure the return if
taxpayer is unable to
provide reasonable
explanation on how
expenses paid.

If the taxpayer has
no filing requirement
(i.e. disability, or re-
tirement or IRP
income is below the
threshold)

Via internal verifica-
tion and discussion
with the taxpayer
you’ve confirmed
there is no other
earned or passive
income

Close the filing
requirement

(9) Refer to Document 6209, Sections 8 and 11 for the appropriate transaction
and closing codes. While it is IRS policy not to enforce delinquency procedures
beyond six years, open TDIs must be closed if you are accepting the offer. To
close a TDI for modules older than this timeframe, request no return secured/
little to no tax due using the appropriate closing code and reference Policy
Statement P-5-133. Managerial approval is required for this closing code. See
IRM 5.1.11.8.3, No Return Secured Taxpayer Not Required to File For This
Period Only.

Example: The taxpayer is out of business and provides information indicating they
are no longer required to file a return, close the filing requirements and
work the offer.

Example: An individual taxpayer has no income and no filing requirement for the
tax year ended 12/31/2023, the input of TC590 cc50 for the 2023 tax
year is appropriate.

(10) IRM 5.8.3.6, Perfecting Offers, does not require a request for an original return
if a substitute for return (SFR) is on file, yet the OE/OS should verify with the
taxpayer/representative that the SFR assessment approximates the correct tax
liability and/or provide the taxpayer the opportunity to submit an original return.
If an original return is not secured for any tax period(s) included on the offer,
the taxpayer/representative must be advised that if the offer is accepted, the
tax liability can never be adjusted, even if the offer defaults.
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Reminder: If the taxpayer/representative wants to file an original or amended
return, the offer must be withdrawn or the offer will be returned. Advise
the taxpayer/representative they may submit a new offer once the
amended or original return is assessed.

Note: The OE/OS is not required to contact the taxpayer/representative if the only
issue identified during the initial compliance screening is the SFR assess-
ment.

(11) Initial compliance screening should include a determination of what date the
taxpayer is expecting contact regarding the offer investigation. If the most
recent interim contact letter will expire before anticipated contact, the OE/OS
must advise the taxpayer via phone, letter, or electronically when contact to
discuss the taxpayer’s offer will take place. Correspondence (AOIC transfer
letter paragraph “D”), or secure messaging may be used if the OE/OS is con-
tacting the taxpayer solely to advise of the anticipated contact date. Document
the expected date of contact in AOIC or ICS history.

Note: Completion of initial compliance screening must be conducted within 15
calendar days of the offer assignment date. In situations where the Field OS
is not in the same location as the group manager, an additional 5 calendar
days from the assignment date is an appropriate timeframe to complete the
initial compliance screening.

(12) The following table provides guidance on the appropriate actions to take based
on the information required:

If And Then

Requesting delin-
quent periodic
payments
IRM 5.8.4.24,
Periodic Payments
Required with Offer
in Compromise Sub-
missions

You have made two
phone attempts.

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Issue the additional
information letter on
the second day, using
paragraph “C”. Give
the taxpayer 15 days
for a response. If no
response, close the
offer as an involuntary
withdrawal.

Note: Mail time in
offices may
vary, so the
OE/OS may
allow up to an
additional
fifteen days
where
appropriate.
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If And Then

Requesting delin-
quent tax returns
IRM 5.8.7.2.2.1
Return for Filing
Compliance

You have made two
phone attempts.

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Issue the additional
information letter on
the second day using
the open paragraph.
Give the taxpayer 15
days for a response.
If no response, return
the offer.

Note: Mail time in
offices may
vary, so the
OE/OS may
allow up to an
additional
fifteen days
where
appropriate.

Requesting ES
payments
IRM 5.8.7.2.2.2,
Return for Inad-
equate Estimated or
Insufficient Withhold-
ing Tax Payments

You have made two
phone attempts.

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Issue the additional
information letter on
the second day using
the open paragraph.
Give the taxpayer 15
days for a response.
If no response, return
the offer.

Note: Mail time in
offices may
vary, so the
OE/OS may
allow up to an
additional
fifteen days
where
appropriate.
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If And Then

Requesting FTD
payments
IRM 5.8.7.2.2.3,
Return for Failure to
Make Timely Federal
Tax Deposit

You have made two
phone attempts.

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Issue the additional
information letter on
the second day using
the open paragraph.
Give the taxpayer 15
days for a response.
If no response, return
the offer.

Note: Mail time in
offices may
vary, so the
OE/OS may
allow up to an
additional
fifteen days
where
appropriate.

Note: If the taxpayer is enrolled in secure messaging, you may send the letter to
the taxpayer via a secure message instead of mailing it. If the taxpayer has
a representative who is enrolled in secure messaging, you may also send a
copy of the letter to the representative via secure messaging.

(13) The OE/OS must advise the taxpayer of the specific information required, set a
specific deadline, and advise of the consequences if the information is not
provided by the deadline. Documentation of the expectation, specific deadline,
and consequences is required in AOIC and/or ICS regardless of the method of
contact; verbal or written correspondence.

Note: If the TP requests an extension, use your discretion in granting it. Document
your decision and its basis. When a deadline is extended, repetition of the
previously documented consequence is not required but the new deadline
must be documented in AOIC and/or ICS history.

5.8.4.7
(04-25-2025)
Initial Offer Actions

(1) These initial offer actions should be completed no later than 45 calendar days
from the date an offer is assigned to an OE/OS. In situations where the Field
OS is not in the same location as the group manager, an additional 5 calendar
days will be allowed from the assignment date to complete the initial case
actions.

Reminder: Conducting initial compliance screening within 15 days of receipt of the
offer allows for the ability to address any non-compliance of the
taxpayer prior to completing any further initial analysis actions. Failure
to timely address compliance may require completion of unnecessary
financial analysis if offer is returned for compliance issues.

(2) The assigned OE/OS must complete the following additional actions:
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ITEM Action Then

a The OE/OS should review the Form
656 to ensure the information is
complete and accurate.

The following should be reviewed and perfected prior
to continuing the offer investigation:
• Taxpayer/Business Name: Verify the name

matches IDRS.
• Address: The address may be added/updated

(including adding or updating a zip code,
apartment number, or PO Box, etc) after verifi-
cation with the taxpayer or POA.

• SSN/TIN: If the SSN/TIN does not match IDRS,
a simple transposition of numbers may be
corrected.

• Add/delete periods: Add or delete overlooked
periods. If the taxpayer owes any liabilities that
may not be legally compromised, do not add
them to Form 656.

• If all liabilities are related to a sole proprietor-
ship only, the OE/OS should check IDRS for a
TC130 to offset refunds from the IMF account
to the BMF liabilities.

• Offer Basis: The basis of the offer must be
indicated. If there is more than one basis
selected, contact the taxpayer or representative
to determine what basis is being requested.

• Payment Terms: The offer amount should be
completed and equal the total of payments.
Simple math errors may be corrected. Terms
that are blank must be addressed with the
taxpayer or representative.

• Signature(s): Ensure the Form 656 is complete
with no missing or altered pages and is signed.
Each taxpayer that is party to an offer should
personally sign the Form 656. See IRM
5.8.1.15.8, Signatures, for additional signature
requirements.

Note: See IRM 5.8.8.2.1, Amending Form 656, and
IRM 5.8.8.3, Pen and Ink Changes to Form
656 for additional information.
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ITEM Action Then

b If the determination the taxpayer
qualified for the low-income waiver
was already made during initial pro-
cessability

the OE/OS should not conduct an additional review
as to whether the low-income waiver requirements are
met.

Note: If an obvious error was made in the determina-
tion as to whether the taxpayer qualifies for the
Low-Income Waiver (LIW), either contact the
taxpayer for missing application fee and/or
TIPRA payments or follow the procedure in
para (b) or para (c), if payment were received
with the Form 656, Offer in Compromise.

Example: The taxpayer’s monthly income is $10,000
with a family size of one based on review
of Form 433-A (OIC). A review of IDRS
does not show a Low-Income indicator and
AOIC remarks state the Process Examiner
(PE) used $1,000 per month as their basis
for the taxpayer LIW qualification. Since
this was clearly an erroneous determina-
tion, the taxpayer/representative should be
contacted to secure the application fee
and/or TIPRA payment, unless payments
already received.

c If the OE/OS concludes the
taxpayer does not qualify based on
AGI and the income for the family
size exceeds the levels for which a
waiver is allowed (i.e. the taxpayer
should have paid the application fee
and the required TIPRA payment)

contact the taxpayer by telephone and request the
required initial TIPRA payment and application fee. If
the taxpayer cannot be reached by telephone after
two attempts, issue an additional information letter
requesting the required TIPRA payment and applica-
tion fee. If the taxpayer does not become current with
required TIPRA payment and application fee by the
deadline provided, return the offer.

Note: The application fee will not be refunded if the
taxpayer paid the application fee and they now
qualify for the waiver due to a drop in income.
Refer to IRM 5.19.7.2.1.1, OIC Application Fee,
for situations in which a refund of the applica-
tion fee may be appropriate.

d If the taxpayer submitted the appli-
cation fee and TIPRA payment, in
addition to checking the Low-
Income Certification box requesting
the payment be applied to the
liability and it is discovered the
taxpayer does not qualify for the
waiver

The offer investigator will request the Designated
Payment Code (DPC) on the application fee amount
be updated to DPC 33 and the DPC on the TIPRA
payment amount be updated to DPC 34. Update the
AOIC payment screen or request the payment screen
be updated, in accordance with group procedures,
and continue investigating the offer.
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ITEM Action Then

e If the taxpayer failed to make the
appropriate amount of the required
lump sum payment (20% of the
offered amount) or payments due
under a periodic payment plan

you must also request the remainder of the lump sum
or required periodic payment(s) when requesting addi-
tional information. Refer to IRM 5.8.4.24 on the
appropriate action if the taxpayer fails to make the
required periodic TIPRA payments.

f The OE/OS should also determine if
any delay of collection criteria as
discussed in IRM 5.8.4.7.1 , Offer
Submitted Solely to Delay Collec-
tion, are present

document the ICS or AOIC history with the determina-
tion

g Secure any related offer, along with
applicable application fee and
TIPRA payment prior to beginning
the offer investigation

See IRM 5.8.4.7.3, Securing a Related Offer, if the
separate liability is less than the total RCP. If the
taxpayer fails to provide the requested related offer,
the offer will be returned with no further consideration.
Refer to IRM 5.8.3.5, Processing Forms 656 and
Initial Offer Payments, for information on the required
number of Form(s) 656
Note: The original waiver date should be maintained

for tax periods on the related offer if the tax
period(s) were included on the original Form
656 or added prior to the related offer submis-
sion. If a tax period is included on the related
offer, which was not included or added to the
original Form 656, the waiver date will be the
date the new Form 656 is deemed process-
able. If the waiver date for any tax periods on
the related offer is based on the original offer
waiver date, then the received date must also
reflect the received date of the original offer.

h Review the Form 433-A(OIC),
Form 433-B(OIC) and financial in-
formation submitted by the taxpayer

If you determine the Form 433-A/B(OIC) has missing
pages/sections which are material to the investigation,
you may request the taxpayer complete and initial the
missing sections of the form. In some instances, it
may be sufficient to confirm verbally that they had no
entries, yet if the missing sections/pages of the CIS
are critical or the taxpayer failed to include specific
account numbers or other identifying information, re-
questing the taxpayer submit a revised CIS which
includes only the missing sections/pages may be ap-
propriate

I Prepare a preliminary Asset/Equity
Table and Income Expense Table
(AET/IET) using AOIC Decision
Point, with available information

even if the information has not been verified, to make
a projected resolution to the case or to determine
exactly what additional information is needed

j Use OIC-IAT to screen for account
conditions that may preclude con-
sideration of an offer

warrant a not in the best interest of the government
rejection or require additional investigation and docu-
mentation
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ITEM Action Then

k OIC-IAT identifies and lists account
conditions that may impact the in-
vestigation of the offer

The OE/OS will conduct additional investigation by
selecting the account condition and viewing details

l Copy and paste the result histories
into AOIC Remarks or ICS history,
as applicable.

The history should include account conditions and
compliance or payment information that impacts the
case determination. Remove results that are not
relevant to the investigation

m Research available internal sources
to verify and supplement taxpayer
information

Information should not be requested from the
taxpayer that is available through internal sources or
online research.

n If an unaddressed ITIN merge is
identified

refer the offer back to the PE group per IRM
5.8.2.4.1, Determining Processability, to begin the
merge.

o Research IDRS and case history for
any outstanding levies

If the levy was issued after the offer pending date, a
release is required. If the levy was issued prior to the
offer pending date, a release is not required, but will
generally be issued unless circumstances warrant
leaving the levy in place. The taxpayer should be
informed of the determination made on any outstand-
ing levy. When an outstanding levy is identified,
document the levy source and the determination to
release or leave the levy in force.

p If the taxpayer has related entities,
complete a compliance review of
any related entities.

If the taxpayer is the primary responsible party, i.e.
corporation, partnership, etc. or the owner, general
partner, or significant shareholder, refer to IRM
5.8.7.7.1, Not in the Best Interest of the Government
Rejection, if the related entity is not in compliance. If
the taxpayer submits a Form 656 to compromise the
related entity liability, when forwarding to COIC for
processing, enter the offer number of the open offer
you are currently investigating with the wording
“related entity”
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ITEM Action Then

q If the initial analysis reflects the
need for additional information, and
the information is not available
through internal sources or online
research

contact the taxpayer/representative by telephone to
discuss any additional information necessary to
continue the offer investigation. Generally, no corre-
spondence should be sent until the OE/OS makes
two attempts to contact the taxpayer via telephone.
See IRM 5.8.4.6, Initial Compliance Screening. The
telephone contact or attempted contact must be docu-
mented in the AOIC or ICS history.

Note: If the information was current at the time of
submission, it may not be necessary to require
the taxpayer to update the information. For
example, the information became outdated due
to processing delays caused by the IRS and
through no fault of the taxpayer. In those
cases, it is appropriate to rely on the outdated
information if there is no indication the taxpay-
er’s overall situation has significantly changed.
Judgment should be exercised to determine if
any, or to what extent, updated information
may be necessary.

r In certain situations, it may be ap-
propriate to follow-upon telephone
contact

send a written request to the taxpayer/representative

s If no additional information is
needed

proceed with the appropriate disposition of the offer
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ITEM Action Then

t The OE/OS must make a Notice of
Federal Tax Lien (NFTL) filing de-
termination and advise the taxpayer
or representative of any potential
NFTL filing and related appeal
rights during initial contact.

See IRM 5.8.4.13, Notice of Federal Tax Lien Filing.
The OE/OS must document the potential lien filing
and discussion of the taxpayer’s appeal rights. Refer
to IRM 5.1.9.2, Informing Taxpayers of Their Appeal
Rights and IRM 5.12.6, Appeals Processes Involving
Liens, relative to taxpayer appeal rights in the NFTL
lien filing process. In most instances when an NFTL is
required, SCOIC will file the NFTL when the case de-
termination is made. If the government’s interest
appears in jeopardy, such as the taxpayer is liquidat-
ing assets or threatening imminent bankruptcy, file the
NFTL immediately.

Note: If a taxpayer is in a Combat Zone area, no
NFTLs should be filed unless extenuating cir-
cumstances exist. Document the case history.

Note: Since any individual shared responsibility
payment (SRP) assessed under 5000A is not
subject to penalties or to NFTL and levy en-
forcement actions, if the filing of an NFTL is
being requested, it should NOT include any
individual SRP/MFT 35 modules or SRP/MFT
65 modules. Additionally, when the taxpayer is
advised of the NFTL filing, if the taxpayer has
any individual SRP liabilities outstanding, they
must also be notified the NFTL will not include
any SRP assessment.

(3) The AOIC Decision Point (DP) tool is accessed through the AOIC system. This
tool is used to complete the RCP calculations and assist in making a final case
decision. It is the responsibility of the user to ensure a final case decision is
based on the facts and circumstances of the case. DP should be used in con-
junction with IRM 5.8, Offer in Compromise and IRM 5.15, Financial Analysis
to ensure the correct case decision has been reached.

Note: If the Form 433-A(OIC) clearly shows the taxpayer has no assets and no
disposable income, the financial information showing all zeros must be input
to DP. The OE/OS should still verify the financial information through internal
sources.

(4) COIC will generate the TC 480 and Status 71 through the AOIC system.
However, there may be situations when the Status 71 will not generate (e.g.,
MFT 31 modules created prior to January 2005, imminent statute within 6
months, etc.). It is the responsibility of the OE/OS to ensure the 480 is input
and reflects the correct date, correct statute expiration code, and correct CSED
indicator codes. Any corrective action must be taken immediately.

Note: If a TC 480 is manually input, it must be manually reversed. Document the
AOIC history that the 480 must be manually reversed.
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5.8.4.7.1
(04-25-2025)
Offer Submitted Solely
to Delay Collection

(1) When it is determined that an offer is submitted solely to delay collection, the
offer should be returned to the taxpayer without further consideration. The term
solely to delay collection means an offer was submitted for the sole purpose of
avoiding or delaying collection activity. A determination that an offer is
submitted solely for the purpose of delaying collection should be apparent to
an impartial observer.

(2) An offer is not considered submitted solely to delay collection just because
there is an imminent CSED issue or if an offer has been investigated and
rejected and the taxpayer exercises appeal rights.

(3) When a taxpayer submits an offer that is not materially different from a
previous offer that was considered and rejected with appeal rights, the offer
may be returned as solely to delay collection.

(4) When a taxpayer submits an offer that is not materially different from a
previous offer that was considered and returned and the cause of the prior
return has not been addressed, the offer may be returned as solely to delay
collection.

Example: The taxpayer fails to address the issues or defects of the previously
submitted offer.

Note: This does not include those offers previously returned for failure to pay
estimated tax payments and/or federal tax deposits. See IRM 5.8.7.2.2, Pro-
cessable Returns, for returns for failure to make ES or FTDs.

(5) The offer may be considered as materially different when the amount reflected
on the re-submission is substantially similar to, less than, or the same as the
prior offer and the following exist:

• The taxpayer’s financial situation has changed. A change in the taxpay-
er’s financial situation may include:

• (a) A change in employment and/or a decline in income,
• (b) A change in marital status affecting future ability to pay,
• (c) A change in ownership of assets or significant decline in the value of

any assets,
• (d) The loss of an asset that was included in the original offer investiga-

tion, or
• (e) A change in circumstances that would affect allowable expenses and

future ability to pay.
• The taxpayer has raised special circumstances that were not considered

during the prior investigation.

(6) Although no provisions are provided for any formal appeal of a decision to
return an offer submitted solely to delay collection, if contacted after the return
letter is issued, employees must honor a taxpayer’s request for a review of the
decision to return the offer with their immediate manager.

Reminder: The review of the decision must be documented in ICS or AOIC by the
employee and the manager.

(7) In some situations, it may be determined that an offer is submitted as solely to
delay collection when no prior offer has been submitted. When a collection
employee has contacted the taxpayer and determined that the next action
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necessary is to enforce collection through levy or seizure, but the taxpayer files
a clearly frivolous offer, that is considerably less than equity in assets and/or
ability to make future payments, no special circumstances exist, and the RO
determines the submission is to delay this enforcement action, the offer may
be returned as solely to delay collection, unless there is a change of circum-
stances not considered by the collection employee.

Note: This may include situations involving OICs from entities (subject to the
assertion of the trust fund recovery penalty (TFRP) under IRC 6672) attempt-
ing to compromise trust fund taxes where any trust fund portion has not
been paid, the applicable TFRP has not been previously assessed against all
responsible persons, the TFRP package forwarded for assessment, or a de-
termination made by an RO to not assert due to collectibility or dollar criteria
and the IRS has previously explained to the principals that an offer will not
be investigated unless the TFRP investigation is completed or the trust fund
paid. See IRM 5.8.4.21.1, Trust Fund Liabilities.

Exception: For offers involving special circumstances as discussed in IRM
5.8.11.3.2.1, Public Policy or Equity Compelling Factors, the offer may
be investigated or if appropriate, held in suspense until the TFRP in-
vestigation is completed. Also refer to IRM 5.1.24.5.8, Trust Fund
Recovery Penalty (TFRP) Investigations, and IRM 5.7.3.4.3, Third-
Party Payers and Common Law Employers/Clients, which provide
guidance on additional factors the RO will be considering when deter-
mining the willfulness of the clients of third party payers.

Example: The taxpayer was harmed by a third party payer and submits an offer
under Non-Economic Hardship criteria. The OE/OS may conduct the
offer investigation, yet should not make an acceptance recommendation,
if deemed appropriate, until the TFRP investigation is completed and
either a determination was made that there were no responsible/willful
persons or a TFRP assessment was recommended against any
responsible/willful persons.

(8) An offer submitted during a CDP hearing should never be returned under
solely to delay criteria, as discussed in IRM 5.8.4.15.2, Case Decisions on
CDP Offers.

5.8.4.7.2
(04-25-2025)
Solely to Delay
Examples and
Discussion

(1) The following are examples of offers considered submitted solely to delay col-
lection based on re-submission after a prior rejection, return, or default:

Example: (1) During initial analysis by an OE/OS, it is discovered on AOIC that the
taxpayer had a previous offer returned six months ago. A review of the
AOIC case history indicated the taxpayer did not provide any bank state-
ments with the first offer and did not respond to the combo letter
requesting the necessary documentation to determine an accurate RCP.
The initial analysis indicated bank statements are required to determine
an accurate RCP; however, none were provided with the new offer and
there was no indication from the taxpayer the accounts were closed. No
special circumstances were indicated.

Example: (2) The taxpayer submitted an offer for $10,000. The OE/OS computed
the RCP to be $20,000. The taxpayer refused to increase the offer to the
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computed RCP. A rejection letter was issued, and the taxpayer did not
appeal. One month later, the taxpayer resubmitted an offer for $10,100.
A thorough analysis indicated there is no change in taxpayer’s financial
condition and no special circumstances were indicated.

Example: (3) A taxpayer submits an offer for $3,000 to be paid within 90 days of
acceptance. A prior offer was submitted for $10,000 to be paid within 90
days. The investigation of the initial offer submission resulted in the offer
being rejected with appeal rights. During that offer investigation it was
determined that a piece of property was transferred to a non-liable
spouse for no consideration and that a clear transferee issue exists. The
value placed on the transferred property was $30,000, and was included
in the reasonable collection potential (RCP). The taxpayer failed to
request a timely appeal on the rejected offer. There were no special cir-
cumstances indicated.

Example: (4) During initial processing of an OIC, AOIC indicates there have been
three offers submitted by the taxpayer over the past 18 months. All three
were returned for failure to provide requested CIS information. The
closed return file indicates the taxpayer was asked to provide a financial
statement for a closely held corporation, which the taxpayer holds 75%
interest in and is the corporate president. A Form 433-B for this corpora-
tion was requested during the offer investigation. The OE/OS clearly
documented in the file the taxpayer’s interest and position in this corpo-
ration. The request was clear and specific and the taxpayer refused to
provide this information, claiming the IRS has no right to place a value
on the corporation when determining the ability to pay on personal tax
liabilities. The newly submitted offer package does not include a Form
433-B for the corporation and the Form 433-A indicates the same corpo-
ration is the taxpayer’s current employer.

Example: (5) An offer is submitted for $30,000 payable within 90 days of accep-
tance. Research on AOIC indicates a second offer submitted by the
taxpayer. A prior offer was submitted for $20,000 payable within 90 days
of acceptance. The original offer was rejected with appeal rights, the
taxpayer filed a timely appeal, and the IRS Independent Office of
Appeals (Appeals) sustained the rejection. A review of the prior offer file
indicates the taxpayer has the ability to full pay the outstanding liability
through an installment agreement. The total liability is for $40,000. A
review of the financial information indicates the taxpayer still has the
ability to full pay the liability. The original offer was received 18 months
ago and no payments have been made during this period. There is no
change indicated on the financial statement, except the taxpayer has a
new employer. The taxpayer’s income remained the same. There are no
special circumstances indicated.

Example: (6) Taxpayer submits a new offer within one year after defaulting on a
prior offer and their financial situation has not changed and there are no
special circumstances since the offer was accepted.

(2) The following are examples of offers considered solely to delay collection
based on a prior collection analysis and determination of ability to pay:
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Example: (1) Taxpayer owes $500,000. An offer is submitted for $15,000. The CIS,
as submitted by the taxpayer, indicates the taxpayer has recently been
fired from a job earning $200,000 a year. The CIS also reflects a
personal residence with a fair market value of $1.5 million and outstand-
ing mortgage of $750,000 leaving equity of $750,000; a piece of property
owned free and clear valued at $60,000, a large boat with a value of
$140,000 which is unencumbered. Final demand has been made and a
collection employee has indicated to the taxpayer that a Notice of
Federal Tax Lien will be filed and possible enforcement action if the
taxpayer does not full pay the liability. The investigation has shown that
there are no special circumstances to be considered.

Example: (2) Self-employed taxpayers owe a joint 1040 liability for 2017 of
$140,000 and submitted an offer for $250. They have no future income
potential which should be included in RCP. They own an unimproved lot
valued at $14,000, a personal residence valued at $177,500, six auto-
mobiles, and two horse trailers valued at $20,000. Based on the
taxpayers’ equity in assets, reasonable collection potential (RCP) is cal-
culated at $169,200. The balance due period was in active collection
inventory prior to the offer submission. The collection employee advised
the taxpayer to secure a loan on their equity or levy action would be
initiated. The taxpayer refused to pay more than the proposed $250 and
submitted the offer instead of making any payment to their tax liability.
The collection employee completed the Form 657 indicating the case
should be returned as solely to delay based on the prior collection
history and recent lack of cooperation by the taxpayer to resolve the
balance due. It was agreed and approved by the collection manager.
The investigation has shown that there are no special circumstances to
be considered.

Example: (3) A corporation owes Form 941 employment taxes which include the
unpaid trust fund portion. The revenue officer previously advised the
corporate principals that the IRS would not consider an offer in compro-
mise for this tax liability unless they personally full paid the trust fund
portion or the trust fund recovery penalty (TFRP) was assessed against
all responsible persons. The principals did not pay the trust fund portion
and the corporation submitted an offer in compromise before the
revenue officer assessed the TFRP against all responsible parties.

5.8.4.7.2.1
(04-25-2025)
Procedures for Return of
Offers Submitted Solely
to Delay Collection

(1) The determination that an offer was submitted solely to delay collection may
be made immediately after the offer is deemed processable or at any time
during the offer investigation when the facts support the decision.

(2) The determination that an offer was submitted after a prior reject or default can
be supported by reviewing records on AOIC and IDRS transactions:

If... Then...

AOIC indicates that prior offer
records exist

Determine the type of disposition
used to close the prior submis-
sions.
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If... Then...

AOIC indicates the prior offer
submission was rejected with
appeal rights

The re-submission will be deter-
mined to be solely to delay
collection unless the taxpayer can
show the financial situation has
changed since the previous offer
investigation.

The prior offer was defaulted
within the past year

The re-submission requires
review to determine if it was
submitted solely to delay
collection.

(3) To determine if the re-submission is materially different from the prior rejected
or defaulted offer:

a. Review any AOIC and/or ICS history to establish that an offer is a re-
submission solely to delay collection.

b. Compare the information contained in the prior history with the resubmit-
ted offer package to determine if the offer was submitted solely to delay
collection.

c. If necessary, the taxpayer/representative should be contacted to discuss
if there are any changes to the taxpayer’s situation which would justify a
new offer submission.

(4) Cases assigned to a field RO – When the field RO receives an offer, or is
notified that the taxpayer submitted an offer to COIC, the RO will complete
Form 657, Offer in Compromise/Revenue Officer Report, and submit it to the
RO group manager for approval. Form 657 must provide detailed reasons sup-
porting any solely to delay collection decision. The RO will fax the Form 657 to
either the FOIC group manager or COIC Group Manager, depending on where
the offer is assigned at that time.

Note: If the taxpayer/representative contacts the OE/OS to discuss the offer return,
the taxpayer/representative should be directed to discuss the “solely to
delay” determination with the RO who submitted the Form 657 and if appro-
priate, their manager.

(5) If there is a determination to issue a notice of levy prior to the offer being
returned, the RO must secure approval from the SB/SE Collection Territory
Manager in accordance with IRM 1.2.65.3.1

5.8.4.7.3
(04-25-2025)
Securing Related Offer

(1) Taxpayers who owe joint and separate liabilities are required to file two Forms
656. If one Form 656 was submitted including joint and separate liabilities or
separate liabilities are identified during initial offer screening, the OE/OS must
perfect the offer before continuing with case processing. In these cases, an
amended Form 656 and a related Form 656 will be required. An additional
application fee and initial TIPRA payment must be secured for the related offer,
unless the taxpayer qualifies for the low-income certification.

(2) There should be one amended Form 656 for one taxpayer, which includes
joint and separate liabilities and one related Form 656 for the remaining
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taxpayer, which includes joint and separate liabilities. See IRM 5.8.3.7, Case
Building Offers, for additional information.

(3) In circumstances where the balance of the separate liability is less than the
total RCP, the OE/OS should discuss with the taxpayer/representative the
option of securing full payment of the separate liability and reducing the offer
amount to potentially compromise the remaining joint liabilities. If the separate
liability will be full paid, an additional Form 656 will not be required. The
scenario may also be present if the joint liability is less than the total RCP and
only one taxpayer owes separate liabilities. The original waiver and original
IRS received date applies to periods that were on the original offer.

(4) When preparing a related offer, refer to the chart below:

If Then

The modules are the same as the
original Form 656 For example:
Original submission is for joint
periods and Mr. Taxpayer has
CDP and Mrs. Taxpayer does not
have a CDP and all balance due
modules are the same.

The OE/OS will annotate the top
of the related offer (Form 656)
“Related to Offer number
1001XXXXXX original received
date MM/DD/YYYY”. (The related
Form 656 on OIC SharePoint,
has a date field for this purpose).

None of the modules on the
related offer were on the original
offer.

The related offer will use the IRS
received date stamped on the
related Form 656. There should
be no handwritten IRS received
date on the top of the related
form 656.

There are modules on the
Related offer that were contained
on the original offer and addi-
tional modules that were not.

The related offer will maintain the
original IRS received date. The
OE/OS will annotate the top of
the related offer ( Form 656)
“Related to Offer number
1001XXXXXX original received
date MM/DD/YYYY” with the
original IRS received date. (The
related Form 656 on OIC Share-
Point, has a date field for this
purpose).

(5) In order to avoid disclosure issues when the taxpayers are not represented by
a POA, requests for amended and revised Forms 656 must be made by
phone.

Note: Refer to the revision date of the original Form 656 submitted to determine if
the taxpayers have authorized the discussion of the existence of separate
tax liabilities with their spouse.

• Make two phone attempts to contact the taxpayers. If contact is made,
discussion should be held with both taxpayers. When discussing the
requirement for two separate offers, a discussion should be held
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regarding how the taxpayers want to treat the initial TIPRA payment; for
example, splitting the original payment between the two offers or sub-
mitting a new payment.

Reminder: Advise the taxpayers that a separate Form 656 is required
and two separate Forms 656 will be mailed; one to the
primary spouse and one to the secondary spouse. Make
two phone attempts to reach the taxpayers one business
day apart. If two phone attempts are not successful, use
letter 2844, Offer in Compromise Additional Information
Request, with paragraph “D” to request a call back on the
second business day.

Reminder: If the taxpayer is enrolled in secure messaging, you may
send the letter to the taxpayer via a secure message
instead of mailing it. If the taxpayer has a representative
who is enrolled in secure messaging, you may also send a
copy of the letter to the representative via secure
messaging.

Note: If contact is made with only one taxpayer advise them of the re-
quirement for two Forms 656 and that you will be mailing
separate offer forms addressed to each taxpayer.

• If contact is made with the taxpayer and completed Forms 656 are
being sent to the taxpayer, the OE/OS should provide additional infor-
mation in the open paragraph letter 2844 for example:

Example:
If the Taxpayer is prorating the original offer amount and no
additional TIPRA payment is required.
Include the statement: “Please review the Forms 656 and if
you concur, sign the applicable Form 656. Send the signed
Forms 656 and the application fee (currently $205) for the
related offer. ”
If the original terms apply to the first offer and the taxpayer is
offering new terms for the related offer.
Include the statement: “Please review the Forms 656 and if
you concur, sign the applicable Form 656. Send the signed
Forms 656 along with the application fee (currently $205)
and an initial payment of $ _____ for the related offer”.

• If neither taxpayer returns the new offer(s) or fails to respond to the
request for a call back, the original offer will be returned with no further
consideration. In most instances the use of Return Letter paragraph
“AF” is appropriate. If additional documents were requested (i.e.
financial information), the return letter may include additional paragraphs
to provide the taxpayer with all the reasons for the return.

Note: If only one taxpayer responds, continue working the single offer
and return the original offer to the non-responsive taxpayer
without further consideration.

• When amended and related Forms 656 are mailed to the taxpayers
after discussing the requirement, two separate mailings will be needed if
you are unable to secure permission from each spouse to mail the
forms in one envelope.
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• When the amended and related offers are received, follow established
procedures for loading the cases on AOIC.

(6) Once the offer is loaded on AOIC, verify the waiver dates (TC 480). The waiver
dates will be dependent on whether the original offer included all the periods or
if related periods were discovered during the offer investigation and not
included on the original offer. The table below provides guidance on when
AOIC should reflect the original waiver date versus a new waiver date.

Note: The TIPRA Statute is established when the original Form 656 was received
and is not impacted when the related/amended Forms 656 are secured.

If... Then... And...

1) Two separate
offers are received,
each with their own
joint and separate
liabilities, but an
overlooked period
must be added to
one or both offers.

1) Make pen and ink
changes to add the
overlooked period(s).
See IRM 5.8.8.3, Pen
and Ink Changes to
Form 656.

1) The waiver date of
the overlooked
period(s) will be the
same as the date of
the original offer.

2) One Form 656 is
received with both
joint and separate
liabilities and there
are no overlooked
periods.

2) Secure an
“Amended” offer for
one taxpayer to
include their joint and
separate liabilities
and a “Related” offer
for the remaining
taxpayer to include
their joint and
separate liabilities, if
applicable.

2) The waiver date for
all liabilities will retain
the original waiver
date and original IRS
received date.
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If... Then... And...

3) One joint offer is
received with joint
liabilities only and
separate liabilities
are identified for one
taxpayer during pro-
cessing and must be
added.

3a) Secure an
“Amended” offer with
the joint and separate
liabilities, removing
one taxpayer from
the offer. 3b) Secure
a “Related” offer for
the other taxpayer
with the joint liabilities
only.

3a) The original
periods that were
included on the
original offer will retain
the original waiver
dates. Load the new,
separate liabilities on
the same AOIC MFT
screen as the original
liabilities with a new
waiver date. 3b) The
“Related” Form 656
will retain the original
waiver date for the
periods included on
the original offer. Load
the new, separate li-
abilities which were
added to the
“Amended” offer on
the same AOIC MFT
Screen as the original
liabilities with a new
waiver date.

4) One joint offer is
received with joint
liabilities only and
separate liabilities
are identified during
processing for both
taxpayers and must
be added.

4a) Secure an
“Amended” offer to
include the joint and
separate liabilities,
removing one
taxpayer from the
offer. 4b) Secure a
“Related ”offer for the
remaining taxpayer to
include the joint and
separate liabilities.

4a) The “Amended”
offer will retain the
original waiver dates
on the periods that
were included on the
original offer. Load the
new, separate liabili-
ties on the same
AOIC MFT Screen as
the original liabilities
with a new waiver
date. 4b) The
“Related” Form 656
will retain the original
waiver date for the
periods included on
the original offer. Load
the new, separate li-
abilities on the same
AOIC MFT Screen as
the original liabilities
with a new waiver
date.
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5.8.4.7.3.1
(04-25-2025)
Processing of Related
Offers Secured by the
Field OS

(1) All related offers secured by the field OS should be date stamped or otherwise
recorded with the date received in SCOIC in the upper right corner of Form
656. See IRM 5.8.4.7.3, Securing Related Offer, regarding notation at the top
of Form 656 regarding the original received date.

Note: If an offer is received electronically, the OE/OS should use the digital date
stamp for Adobe documents to record the date of receipt.

(2) Related offers secured by the field OS must be sent to the dedicated e-fax
mail box in Memphis COIC or Brookhaven COIC, as shown on the Related
Offer Cover sheet. This will result in the offer being loaded faster and properly
associated on AOIC with the original offer. To load a related offer, COIC will
need all the information that would have been submitted with the paper
originals (including the remittance information).

(3) For Field Processing Only:

a. Use the most current version of the Related Offer Cover sheet, which
can be found on OIC SharePoint.

b. Complete all fields of the Related Offer Cover Sheet.
c. Process any payments received with the related, amended Form 656.

Provide copies of the checks and the Form 3244, Payment Posting
Voucher. Ensure the payments are processed to the teller timely. Refer to
IRM 5.1.2.2, Remittance Processing Overview.

d. If TIPRA payment(s) applied to the original offer need to be applied to-
wards TIPRA of the new offer, clearly notate the information in the AOIC
Remarks, as well as in the related offer fax package.

e. E-fax the documents (cover sheet, Form 656, copies of check(s) and
posting vouchers) to the COIC location that processed the original offer.

Note: Do not mail the paper documents and do not include copies of the
original OIC in the fax request.

f. Although COIC will send an e-mail notification when the offer is loaded, it
is recommended to calendar a follow-up for 10 calendar days.

g. Once loaded, accept transfer of the case promptly, and ensure
assignment. If the offer is not promptly accepted and assigned, it will ap-
pear on the Transfer Not Accepted reports, which must be reconciled.

5.8.4.7.3.2
(04-25-2025)
Centralized OIC
Responsibilities When
Related Offers Are
Received from the Field

(1) Load the new offer and post applicable payments within two business days of
receipt. Required actions when loading the new offer include inputting the ap-
propriate codes on IDRS and AOIC to ensure the correct waiver dates (TC
480) and statute expiration code (B, P, or S) are reflected on the Master File
tax module for each tax period included on both the related and the original
offer.

Note: If the PE is unable to correct any waiver dates on AOIC, information should
be input in the remarks that the OS needs to update AOIC with the correct
information.

(2) Once the offer is loaded on AOIC, the PE manager will:

a. Verify all OIC periods are on the correct MFT screen and appropriate
codes (TC 480 and statute expiration) are input for both offers. If any tax
periods cannot be input on the AOIC MFT screen or the appropriate
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codes are not input on IDRS for both offers, then the remarks screen
must be documented with information on any additional actions required
by the OS.

b. Transfer the offer to the appropriate Area Office.
c. Via e-mail, provide the OS and the group manager the offer number. The

FOIC group will then accept transfer and complete the investigation.

Reminder: The original waiver date applies to periods that were on the original
offer.

5.8.4.8
(04-25-2025)
Taxpayer Contact

(1) If initial analysis reveals additional information is required, contact the
taxpayer or the representative by telephone. Make two phone attempts to
reach the taxpayers one business day apart before correspondence is sent
requesting contact on the second day. The contacts or attempted contacts
must be documented in the history.

Reminder: If the taxpayer is enrolled in secure messaging, you may send the
letter to the taxpayer via a secure message instead of mailing it. If the
taxpayer has a representative who is enrolled in secure messaging, you
may also send a copy of the letter to the representative via secure
messaging.

Note: In certain situations, it may be beneficial to schedule a telephone appoint-
ment with the taxpayer or representative.

Note: Refer to IRM 25.4, Employee Protection, for a discussion on Potentially
Dangerous Taxpayers (PDT) and Caution Upon Contact (CAU) indicators
when either is shown on the Integrated Data Retrieval System (IDRS) and/or
Integrated Collection System (ICS).

(2) If the request for information is in person (e.g., by telephone, office, or field
visit) the initial contact must include the following information:

a. Verify receipt and document discussion of Pub 1, Your Rights as a
Taxpayer, and Pub 594, The IRS Collection Process. If the first conversa-
tion is with the Power of Attorney (POA), verify that the taxpayer has
received these publications. If the taxpayer or the POA verifies receipt,
ask if there are any questions and answer any questions they may have
to ensure there is a clear understanding of their rights. If the taxpayer
has not received the publications, offer to either explain their rights
before proceeding or re-mail the publications to the taxpayer and
postpone conversation until they have been received and read.

b. Address and document any potential special circumstances (e.g. ETA or
DATCSC) identified during initial contact or initial review of documents
submitted with the offer.

c. If the initial financial analysis determines the taxpayer has the ability to
full pay the liability or pay via an installment agreement, then alternative
resolutions should be discussed.

d. If the determination has been made that an NFTL will be filed, the
taxpayer must be advised of the NFTL filing. See IRM 5.8.4.13, Notice of
Federal Tax Lien Filing for filing criteria. Explain the possible effects of
the NFTL filing on normal business operations. The OE/OS should follow
standard procedures in providing the taxpayer appeal rights. Refer to
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IRM 5.1.9.2, Informing Taxpayers of Their Appeal Rights and IRM 5.12.6,
Appeals Processes Involving Liens, relative to taxpayer appeal rights in
the lien filing process. Also explain to the taxpayer their right to request a
Collection Due Process (CDP) hearing under IRC 6320 once the NFTL
has been filed in accordance with IRM 5.12, Notice of Federal Tax Lien
and IRM 5.1.9.3, Collection Due Process.

Note: Since any individual shared responsibility payment (SRP) assessed
under 5000A is not subject to penalties or to NFTL and levy en-
forcement actions, if the filing of an NFTL is being requested, it
should NOT include any individual SRP/MFT 35 modules or SRP/
MFT 65 modules. Additionally, when the taxpayer is advised of the
NFTL filing, if the taxpayer has any individual SRP liabilities out-
standing, they must also be notified the NFTL will not include any
SRP assessment.

(3) If the OE/OS requested a call back using AOIC letter 2844 (paragraph D) and
the taxpayer or representative fails to respond within the allotted time frame,
the offer will be returned without further consideration.

(4) If the written request is for other than (2) above, the correspondence must
include:

A list of the specific items/information needed:

Missing or zero offer amount, unless terms are present.

The full name, address, Social Security Number (SSN), Employer
Identification Number (EIN), and/or Individual Taxpayer Identification
Number (ITIN) of the taxpayer must be entered on Form 656. If the
taxpayer(s) uses a mailing address that is different from the street
address, the physical home address should be included as well. If the
home address line is blank or the taxpayer does not include an
address, then verify with the taxpayer their specific circumstance
which may be the use of an address of their representative, a Low-
Income Tax Clinic (LITC), or a PO Box.

Additional Form(s) 656 which may be required involving related
offer(s). Refer to IRM 5.8.3.5, Processing Forms 656 and Initial Offer
Payments, which discusses when securing related offers is appropri-
ate.

Note: If an amended offer is secured the OE/OS should not sign any
amended or revised Forms 656. Retain the original and any
amended Forms 656 in the file.

Missing TIPRA payment or shortfall.

Unfiled tax returns (generally, this will not exceed a 6-year look-back
period, without managerial approval).

Obsolete Form 656.

Missing or blank Form 433-A (OIC) and/or 433-B (OIC).

A specific deadline for providing the information.
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A list of the specific items/information needed:

A statement indicating that the offer will be returned without further
consideration if all the information is not provided.

The name, phone number, and employee number of the investigating
employee.

A statement regarding enclosure of Publication 1 and 594, if
necessary.

A statement addressing any potential special circumstances (e.g.,
ETA or DATCSC), if appropriate.

Note: To maintain consistency, all correspondence requesting additional information
or supporting documentation must be generated on the AOIC system.

Exception: It may be appropriate in unique instances, i.e. offers involving public
policy or Non-Economic Hardship situations, for a document request to
be composed outside the AOIC system. These requests should be
limited to circumstances in which the requested information would be
too involved to be included in the AOIC letter “open paragraph”.

(5) If the information is not critical to making a case decision, do not send a
request for additional information. For example, missing expense documenta-
tion, when the expenses such as health care, child support, court ordered
payments, etc, appear reasonable or can be verified via other documents
provided or oral testimony; or if the financial information submitted included
sufficient information (such as wage statements, bank statements, or retire-
ment information) even though the information may not be the number of
documents normally required.

Note: The verification required should be consistent with the facts and circum-
stances of the specific offer investigation.

(6) Sometimes the response to a request for information does not include all the
information requested. If the taxpayer has substantially replied or adequately
addressed the requested information or documents (even if they did not
provide the specific documents or information requested in the response), or
where they failed to include substantiation of certain claimed monthly expenses
or loan balances which are reasonable or can be verified via other sources,
the appropriate action may be to continue working the case. The OE/OS
should determine whether the documents not provided are required to make
an informed decision on the acceptability of the taxpayer’s offer.

(7) The following table provides guidance on the appropriate actions to take based
on the information required:
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If And Then

Additional information
is required to
determine an RCP.
IRM 5.8.4.7, Initial
Offer Actions

You have made two
phone attempts

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Send letter 2844
using paragraph “D”
requesting a call back
on the second day. If
the taxpayer/POA fails
to respond, the offer
will be returned.
NOTE: Do not include
any additional
requests with this
paragraph selection.

Initial analysis results
in an increase or full
pay rejection IRM
5.8.4.9, Actions
Based on Reason-
able Collection
Potential

You have made two
phone attempts

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Send letter 2844
using paragraph “E”
requesting a call back
on the second day. If
the taxpayer/POA fails
to respond, the offer
will be rejected based
on the initial analysis.
NOTE: No request for
additional information
should be included
when using paragraph
“E”. The OE/OS
should enclose a copy
of the AET/IET, if
prepared.

Requesting compli-
ance issues together
with additional
financial information

You have made two
phone attempts

Note: In order to
allow for a
response, the
second
attempt should
be the next
business day.

Send letter 2844
using paragraph “D”
requesting a call back
on the second day. If
the taxpayer/POA fails
to respond, return the
offer. The return letter
will not address any
compliance issue(s).
Use paragraph AT.
Note: Do Not include
a list of the financial
information needed.

Reminder: If the taxpayer is enrolled in secure messaging, you may send the
letter to the taxpayer via a secure message instead of mailing it. If the
taxpayer has a representative who is enrolled in secure messaging, you
may also send a copy of the letter to the representative via secure
messaging.

(8) If the taxpayer or their representative requests an extension of time to comply
with the request for additional information, a reasonable amount of time should
be granted. Generally, a minimum of 15 and a maximum of 30 calendar days
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should be allowed. If the taxpayer or representative requests more than 30
calendar days, the additional time should be allowed if the reason for the
request is reasonable. However, if it appears that the representative or
taxpayer is delaying the progress of the offer investigation or if the taxpayer or
representative fails to meet the deadline, the offer may be returned. Document
the ICS or AOIC history indicating the new deadline for the response.

Note: If the additional time requested will not be granted, the taxpayer or the repre-
sentative should be advised of the opportunity to discuss the extension with
the OE/OS manager.

(9) For offers, which include employment tax or corporate income tax liabilities,
submitted by an on-going business, a field call may be made prior to accep-
tance to validate the existence and value of business assets and inventory. A
field call is a requirement on acceptances which the Territory Manager, Opera-
tions Manager, or Director is the delegated approving official. This may require
an Other Investigation (OI) to a Collection Field revenue officer (RO). If a field
call has been previously made and assets have been valued and documented,
a field call would not be required, unless the OE/OS deems it necessary. An OI
may be issued to request a field call on other acceptances which include tax
liabilities of an on-going business, if the OE/OS determines the taxpayer’s
assets should be viewed to assist in determining current market value.

Note: Prior to an OS conducting any field call to view assets, the OS must discuss
with their group manager whether the OS or a field RO should complete the
field call.

Exception: If after discussion with the RO group manager, it is determined a field
call cannot be made, due to the taxpayer’s geographic location,
document the ICS history and submit the offer acceptance recommen-
dation for approval.

Exception: If the offer is being recommended for acceptance based on Effective
Tax Administration Public policy/Equity (NEH-ETA) factors, a field call
may be requested, yet is not a requirement, even though the Territory
Manager may be the approving official.

(10) If any of the errors were not corrected to perfect the offer, return the offer.

(11) If the taxpayer fails to submit the balance of the required initial TIPRA payment
(20% for a lump sum offer) within a reasonable amount of time, return the offer
without further contact. The OE/OS should issue the appropriate AOIC return
letter and mail it to the taxpayer. For further information on returning an offer
for failure to make any periodic payments, refer to IRM 5.8.4.24, Periodic
Payments Required with Offer in Compromise Submissions.

Note: If the taxpayer gives an explanation supporting special circumstances as a
reason the funds were not available, continue to work the offer as if the
taxpayer had submitted the entire payment. This should be a rare situation
after discussion with your manager.

(12) If the taxpayer/representative requests the issuance of a refund due to a
hardship for a tax return being processed during the offer investigation, inform
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the taxpayer they may seek an Offset Bypass Refund under the procedures in
IRM 21.4.6.6.5, Hardship Refund Request, or by calling 800-829-1040, if ap-
propriate.

5.8.4.9
(04-25-2025)
Actions Based on
Reasonable Collection
Potential

(1) Once the RCP has been calculated, process the case as follows:

If… Then…

The offer must be increased
before recommending acceptance

Contact the taxpayer by
telephone to discuss amending
the offer to the acceptable
amount. If contact cannot be
made after two attempts, send
letter 2844 using paragraph D
requesting contact within 10
calendar days of your letter.
Include a copy of the AET/IET
with the 2844. If the taxpayer’s
response does not change the
case determination, issue the
rejection letter using the option to
increase paragraph. If the
taxpayer agrees, issue the appro-
priate letter with the amended
Form 656 for signature.

The analysis shows the taxpayer
can fully pay the liability through
liquidating assets (without
incurring economic hardship
which is defined as when a
taxpayer is unable to pay reason-
able basic living expenses) and/or
installment payments

Contact the taxpayer by
telephone to discuss withdrawing
the offer and entering into an al-
ternative resolution. If contact
cannot be made after two
attempts, send letter 2844
paragraph E requesting contact
within 10 calendar days of the
date of your letter. Include a copy
of the AET/IET with the 2844. If
the taxpayer’s response does not
change the case determination,
issue the rejection letter using the
full pay paragraph. If additional
information is provided, make the
appropriate adjustment to the
RCP and contact the taxpayer by
telephone to discuss the case
decision.

The offer amount equals or
exceeds the RCP and the offer is
otherwise acceptable

The acceptance letter should be
issued. See IRM 5.8.8, Accep-
tance Processing.

Special circumstances are identi-
fied that warrant acceptance for
less than the RCP

Consider an ETA offer or
DATCSC. See IRM 5.8.11,
Effective Tax Administration.
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Reminder: If the taxpayer is enrolled in secure messaging, you may send the letter
to the taxpayer via a secure message instead of mailing it. If the
taxpayer has a representative who is enrolled in secure messaging, you
may also send a copy of the letter to the representative via secure
messaging.

5.8.4.9.1
(04-25-2025)
Responding to
Taxpayers

(1) You are required to respond promptly to customer requests or concerns.
Return calls as soon as practical after receiving a voice message. Check
messages at least daily (more than once when able) to ensure taxpayers
receive a timely response.

Reminder: If the taxpayer or representative is enrolled in secure messaging and
contact is initiated via secure messaging, you may respond to the
taxpayer or representative via secure messaging. Contact should be
made as soon as practical after receiving the secure message. Check
messages at least daily (more than once when able) to ensure
taxpayers receive a timely response.

(2) When out of the office for extended periods of time, leave a message on the
telephone (and email for IRS personnel only) to direct the caller to an alternate
person for assistance. Voice greetings should contain a secure fax number
where taxpayers/practitioners can send requested information.

Note: COIC PE and MOIC are exempt from providing an alternate person on the
voice mail for public telephone numbers.

5.8.4.10
(04-25-2025)
Follow-Up/Employee
Actions

(1) In order to ensure timely case processing, all in-process offers must have
follow-up dates scheduled for the next appropriate action.

(2) Throughout the investigation, the scheduling of timely follow-up actions should
be reasonable and appropriate, based on the facts of the case. In order to be
considered timely, follow-up or employee actions should be significant actions
that can reasonably be expected to move the offer investigation toward resolu-
tion.

Note: A follow up action is required when a taxpayer or representative misses a
specific deadline. Initiate follow-up action within fifteen (15) calendar days
unless special circumstances warrant a delay, such as in some International
cases. Such circumstances should be clearly documented.

Note: An employee action is required to move the case towards resolution when
there has been no contact with the taxpayer or the taxpayer provides the
information by the established deadline.

(3) Take the following follow up or employee actions to move the case towards
resolution:
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If... Then... Follow Up
Action ?

Employee
Action ?

Taxpayer or rep-
resentative does
not provide the
information by
the deadline.

Follow Up
actions must be
taken within 15
days of the
missed
deadline.

Yes No

Taxpayer or rep-
resentative
provides infor-
mation prior to
the deadline
established.

Attempt to
adjust the follow
up date and
review the infor-
mation as soon
as possible to
provide quality
customer
service. Informa-
tion must be
reviewed within
15 calendar
days of the es-
tablished
deadline.

No Yes

Taxpayer or rep-
resentative
provides infor-
mation by the
deadline estab-
lished.

Information must
be reviewed
within 15
calendar days of
the established
deadline.

No Yes

No contact has
been made with
the taxpayer or
representative
and no deadline
has been estab-
lished.

Employee
actions must be
taken within 30
calendar days.

No Yes

(4) Follow-up actions may include:

• Recommending acceptance or rejection if the information received is
sufficient to make a decision regarding the offer.

• Recommending the case for closure when the taxpayer has clearly
failed to provide the requested documents or information.

• Personal contact when the taxpayer has made an attempt to comply
with the requested documentation but the provided information is incom-
plete, or needs clarification.

5.8.4.11
(04-25-2025)
Case Recommendations
and Closing Actions

(1) Once the RCP has been calculated, timely actions should be taken to bring the
case to closure.
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(2) Submit all appropriate recommendation reports (i.e., Forms 1271/7249) and
submit the case for closing actions (i.e., dating/mailing of letters, closing on
AOIC, ICS, etc.) within the following guidelines:

Employee Case
Recommendations

Closing Actions

OE 10 days from the
documented case
decision.

10 days from the
documented case
decision.

OS 15 days from the
documented case
decision.

15 days from the
documented case
decision.

Note: While the allowable timeframe for closing actions is 10/15 days, the OE/OS
should always strive to complete recommendation reports and submit closing
documents as soon as the case decision is made to provide taxpayers
quality customer service.

5.8.4.12
(04-25-2025)
Documentation

(1) The following table lists required documentation requirements:

Documentation must include, but is not limited to:

Verification of Publications 1 and 594.

The basis of the processability determination.

Case actions and follow-up dates.

Requests for information/documentation with deadlines/
consequences.

Conversations with taxpayers or representatives to include appeal
rights.

Results of internal information analysis.

Results of OIC-IAT analysis.

Special issues or circumstances.

Cause/Cure.

Financial analysis, if applicable.

Case decisions.

Managerial approval.

Note: Do not copy and paste entire documents which are available in the offer
case file, into the AOIC remarks or ICS history. Documentation may include
a brief summary of the type of information requested or the financial analysis
completed.

(2) Documentation should support and define differences and verification of the
assets and expenses, including reasons for disallowance of income and
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expenses. It should also include a brief statement of evaluation of the income,
allowable expenses, asset values, encumbrances, and, if relevant to the case
decision, the source of offer funds.

Note: If the terms include a balloon payment, document the source of the funds. If
the taxpayer indicates they intend to obtain the equity by mortgaging or
selling real property, advise the NFTL will not be discharged or subordinated
for less than the full proceeds, even if the accepted offer amount is less. See
IRM 5.8.10.6, Discharge and Subordination Requests.

(3) COIC employees will use AOIC to document case actions.

(4) FOIC employees will use ICS to document case actions. When ICS is used to
record documentation, a closing summary history must be placed on AOIC
prior to closing the case, indicating the basis for the closure, special instruc-
tions to MOIC, if necessary, and a statement that the complete history is
available on ICS.

(5) As is the case with all compromise determinations, referrals, and acceptance/
rejection decisions, employees must exercise good judgment. This good
judgment needs to be clearly evident and articulated in the case file documen-
tation and should be supported by the known case facts, circumstances, and
supporting documents. There is no clearly defined formula to follow in ulti-
mately making these decisions, and each case needs to be evaluated on its
own set of facts and circumstances. Particularly in regard to acceptance/
rejection decisions, the recommendation report must clearly explain the
reasoning behind our actions.

(6) The OE/OS must input information in the AOIC remarks to indicate whether
any tax periods included on the offer should be mirrored at the conclusion of
the offer investigation. Additionally, AOIC remarks must indicate whether the
offer requires manual input of any closing codes.

(7) Prior to final processing, AOIC must be updated to indicate the correct basis of
the offer as identified on Form 656 and the dollar amount of the offer consid-
ered or accepted. This will ensure that all final closing reports generated from
AOIC reflect the correct basis and dollar amount. The approval levels indicated
on closing reports and letters must be consistent with the basis for closure.

(8) Documentation must be recorded the day the action occurs or as soon as
practical thereafter

(9) The OE/OS should utilize the latest version of OIC templates as found on OIC
SharePoint, check the accuracy of the histories, and omit any unnecessary or
incorrect information prior to recording the history in AOIC or ICS.

(10) History entries should be clear, accurate, concise, complete. Input the date
action occurred or as soon as practical.

Note: History entries should not contain extraneous information or employee
opinions unsubstantiated by facts.
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5.8.4.13
(04-25-2025)
Notice of Federal Tax
Lien Filing

(1) It is the responsibility of the employee to safeguard the government’s interest
and taxpayer rights. Employees must exercise judgment in deciding whether or
not a Notice of Federal Tax Lien (NFTL) should be filed. See IRM 5.12,
Federal Tax Liens, for further discussion on the NFTL. If an NFTL is being
requested, the OE/OS must follow standard procedures in providing the
taxpayer appeal rights, refer to IRM 5.1.9.2, Informing Taxpayers of Their
Appeal Rights, and IRM 5.12.6, Appeals Processes Involving Liens, relative to
taxpayer appeal rights in the lien filing process.

Note: Since any individual shared responsibility payment (SRP) assessed under
5000A is not subject to penalties or to an NFTL and levy enforcement
actions, if the filing of an NFTL is being requested, it should NOT include any
individual SRP/MFT 35 modules or the mirrored SRP/MFT 65 modules. Addi-
tionally, when the taxpayer is advised of the NFTL filing, if the taxpayer has
any individual SRP liabilities outstanding, they must also be notified the
NFTL will not include any SRP assessment.

(2) Generally, the request for an NFTL should be processed in accordance with
table in paragraph 3 of this subsection. However, a notice of federal tax lien
should be filed immediately if the government’s interest is in jeopardy, such as
the taxpayer is attempting to sell or encumber real property and not providing
the proceeds to the IRS, or the taxpayer has indicated bankruptcy will be filed

(3) The initial review of any case must include an NFTL analysis using the
Automated Lien System (ALS) to determine if an NFTL:

• has been correctly filed on all tax modules with a balance due.
• is filed in the correct jurisdiction.
• and whether any filed NFTLs should be re-filed.

Note: Document the NFTL analysis and actions taken as a result, including any
periods without NFTLs, the filing location, and the earliest refile deadline
date if within 12 months. If analysis indicates an NFTL was erroneously
allowed to self-release, take appropriate action to correct the problem, see
IRM 5.12.8.7, Consequences and Corrections When Refiling Not Timely.

Example: NFTL filed in correct jurisdiction of _________County on all modules
except: (list periods). ALS print verifies there are no NFTL modules
within the refile period. No jeopardy apparent. NFTL filing determination
to be made at the conclusion of the case.

(4) The following table provides guidance on when the filing of an NFTL may be
appropriate:
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If... Then...

Your initial analysis shows no NFTL has been filed,
the liability meets NFTL filing criteria, and a deter-
mination is made to not file an NFTL until the
conclusion of the investigation

Document the case file with the date the NFTL
determination was made and include the basis for
the determination to defer filing an NFTL. Upon
initial contact, the taxpayer must be advised an
NFTL will be filed at the conclusion of the investi-
gation. Refer to IRM 5.1.9.2 , Informing Taxpayers
of Their Appeal Rights and IRM 5.12.6, Appeals
Process Involving Liens relative to discussion of
appeal rights in the lien filing process. Refer to
paragraph (5) of this subsection regarding when
the filing of an NFTL is appropriate.

A determination is made to file the NFTL immedi-
ately

Ensure that an attempt to notify the TP of the
proposed filing (by phone, secure messaging,
letter, or in person) has been made and docu-
mented, before requesting the NFTL be filed.
Refer to IRM 5.1.9.2 , Informing Taxpayers of Their
Appeal Rights and IRM 5.12.6 , Appeals Process
Involving Liens relative to discussion of appeal
rights in the lien filing process. If the NFTL is filed
and a CDP request is received, process it immedi-
ately following guidelines in IRM 5.1.9, Collection
Appeal Rights.

NFTLs were previously filed but in an incorrect ju-
risdiction

Determine whether to file an NFTL in the correct
jurisdiction or defer filing until the conclusion of the
investigation. If the determination is made to defer
the NFTL filing until the conclusion of the investi-
gation, an additional determination must be made
at that time.

NFTLs were filed but have expired Follow instructions in IRM 5.19.12.2.7.6, Revoking
a Lien Release.

NFTLs were filed and are currently in the refile
period

Ensure that NFTLs are correctly refiled in all
required jurisdictions.

(5) The initial review of any case must include an analysis of whether an NFTL
has been correctly filed on all tax modules with a balance due, is filed in the
correct jurisdiction, and whether any filed NFTLs should be re-filed. If analysis
indicates an NFTL was erroneously allowed to self-release, appropriate action
must be taken to correct the problem.

Note: If it is determined an NFTL inappropriately included any individual SRP/MFT
35 modules or the mirrored SRP/MFT 65 modules, immediate action must be
taken to withdraw the NFTL with respect to the individual SRP tax period.
Refer to IRM 5.12.9.3.1, Withdrawal for Premature or Inadvertent Filings.

(6) An NFTL will generally be filed whenever the aggregate unpaid balance of as-
sessments (UBA) exceeds $10,000 and an offer is not being recommended for
acceptance. If the OIC is being returned or withdrawn, the OE/OS will forward
the NFTL request to Centralized Lien Processing Operation (CLO) with a CC:
to the group/team manager when the case is approved for closure. If the OIC
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is being rejected, the OE/OS will prepare the NFTL request (Form 12636) and
include in the file. The Form 12636 will be processed to CLO when the case is
closed in AOIC (rejected, did not appeal) or transferred to Appeals. The
employee will separate the Form 12636, Request for Filing or Refiling Notice of
Federal Tax Lien, from the file and send via encrypted email to CLO, with a cc:
to the group/team manager. An attempt must be made to contact the taxpayer
prior to the filing of the NFTL. During discussion with the taxpayer of the NFTL
filing, and/or alternative resolutions, if appropriate, the taxpayer should be
advised they may qualify for an installment agreement that does not require
the filing of a notice of federal tax lien. Refer to IRM 5.14.5, Installment Agree-
ments, Streamlined, Guaranteed and In-Business Trust Fund Express
Installment Agreement.

Note: If the 12636 is prepared 30 or more days before it is forwarded to the CLO
for generating the NFTL, the employee sending the request should verify that
the modules and UBAs on the Form 12636 are still accurate to avoid pro-
cessing delays and/or rejections.

Caution: Since any individual shared responsibility payment (SRP) assessed under
IRC 5000A is not subject to penalties or to lien and levy enforcement
actions, if the filing of an NFTL is being requested, it must NOT include
any individual SRP/MFT 35 modules or the mirrored SRP/MFT 65
modules. Additionally, when the taxpayer is advised of the NFTL filing, if
the taxpayer has any SRP liabilities outstanding, they must also be
notified the NFTL will not include any SRP assessment. Refer to IRM
5.12.2.3.1.1, Affordable Care Act’s (ACA) Shared Responsibility Payment
(SRP) Exception and IRM 5.12.2.6.1, ACA Shared Responsibility Consid-
erations When filing NFTL.

(7) If an offer is being accepted, while there is no requirement to file an NFTL, if
the tax liability is greater than or equal to $10,000 or the offer terms extend
past five months, the OE/OS may file an NFTL to protect the government’s
interest in a taxpayer’s real property or other assets. Managerial approval is
required if an NFTL is being filed where the tax liability is less than $10,000 or
the offer terms are equal to or less than five months.

(8) Circumstances warranting non-filing of an NFTL in the above situations should
be clearly documented on AOIC or ICS.

(9) In those cases where an offer is being investigated and the taxpayer files a
request for a CDP hearing or Equivalent Hearing (EH) during the investigation,
the case then comes under the jurisdiction of Appeals. See IRM 5.8.4.15.3,
Actions Required when CDPs are Received while an Offer is Pending for addi-
tional guidance.

Note: Refer to IRM 5.1.9.3.3, Processing CDP and EH Requests, relative to filing
of an NFTL during a CDP or EH hearing, if the filing of an NFTL is being
requested during the offer investigation.

(10) If the OE/OS determines that an NFTL needs to be filed during the offer inves-
tigation on the same type of tax and tax periods that are the subject of a CDP
levy hearing, the offer group manager or designee will contact the Appeals
Team Manager (ATM) of the assigned hearing officer, preferably via e-mail, to
advise them that filing of the NFTL is planned to determine whether Appeals
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has new information that may affect the decision, e.g. the taxpayer may have
provided Appeals with information raising doubt as to the validity of the liability.

(11) At the conclusion of the offer investigation conducted in accordance with IRM
5.8.4.15, Investigation of Offers under Appeals Jurisdiction, an NFTL filing de-
termination must be made in accordance with IRM 5.8.4.13(5). As in any
instance when an NFTL is being filed, an attempt to notify the TP of the
proposed NFTL filing and their appeal rights (by phone, secure messaging,
letter, or in person) must have been made and documented before requesting
the NFTL be filed. Tax periods the subject of a CDP levy hearing should not
have an NFTL filed while the CDP is open, unless a discussion with the ATM of
the assigned hearing officer has taken place

(12) If a L3172 is returned undeliverable, refer to IRM 5.12.6.3.17, Processing Lien
Collection Due Process Notices Returned by the USPS, and IRM 5.12.6.3.18,
Inputting Transaction Code 971 and Action Code to Indicate the Notice Status.

5.8.4.14
(07-18-2017)
Related Cases in
Appeals

(1) Taxpayers may have liabilities for related entities, one of which is being
evaluated in Appeals while the other is in COIC or FOIC. For various reasons,
offers on related entities may be submitted to Appeals after an initial offer is
being investigated in COIC or FOIC for a different entity.

(2) During the course of the consideration of an offer in COIC or FOIC, if the
OE/OS becomes aware that there is an open, related offer under consideration
in Appeals, then the OE/OS should coordinate with whomever the related case
is assigned to in Appeals to accept transfer of the related case. Once Appeals
has indicated they will accept the offer for investigation, AOIC remarks should
be documented with the Appeals employee who has the related case, and the
offer transferred to Area 21 on AOIC if the related offer is under the jurisdiction
of Appeals based on a CDP. If the offer is related to a previously rejected offer,
the assignment number should be changed to coincide with the related offer in
Appeals. AOIC remarks and the offer file must be clearly documented as to
whether the TIPRA 24-month period is still open.

(3) Related cases will be those related to any joint or individual offer involving the
separate liabilities of one or both spouses (e.g., sole-proprietorship liabilities,
trust fund recovery penalties, liabilities from a prior marriage).

Note: In a situation involving married taxpayers where two separate offers involving
jointly owed liabilities are under consideration, the offers will be considered
related only if the taxpayers are domiciled together.

(4) An offer involving one or more closely-held corporations or LLCs owned by
one or both spouses in the joint or individual offer will not be forwarded to
Appeals. The offer will be investigated and an appropriate disposition will be
determined.

5.8.4.15
(09-24-2020)
Investigation of Offers
under Appeals
Jurisdiction

(1) All offers submitted during a CDP hearing or EH will be investigated by an OE
or an OS.

(2) COIC is responsible for making a processability determination. Once a deter-
mination is made, COIC will notify Appeals using the CDP-EH OIC Cover
Sheet.
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(3) All CDP cases will be loaded on AOIC using Offer Case Category code (OCC)
10. When appropriate, the OCC may be updated by the OE/OS working the
offer based on other identifying factors, i.e. - 3110 - PSP/CDP, etc.

(4) A CDP OIC must be returned to Appeals with no less than 270 days (9
months) remaining on the 24-month time frame in order for Appeals to make
its final determination. If there is less than 9 months remaining on the 24-
month period, the investigating employee must contact the Appeals employee
assigned the case and provide a status report on the anticipated completion of
the investigation.

Note: The investigating employee must not discuss the merits of the offer since
this is prohibited under ex-parte communication.

(5) Collection will be responsible for monitoring the 24-month time frame for
mandatory acceptance until the offer is transferred to Area 21 on AOIC. Subse-
quent to the transfer, the responsibility for monitoring will be with Appeals.

5.8.4.15.1
(09-24-2020)
COIC Investigation of
Offers Received by
Appeals with a CDP

(1) Appeals should suspend the CDP case while the investigation is completed
and forward the offer and related documents to the appropriate COIC site for a
processability determination. Appeals will generate L3820 and include it with
the offer submitted for a processability determination.

(2) If the offer is not processable, COIC will follow procedures in IRM 5.8.2.12,
Determining Processability for Appeals Collection Due Process Offers.

(3) If the offer is processable, COIC will:

• Load the case on AOIC with jurisdiction code 1 (the jurisdiction code will
not change, even though Appeals will be making the final determina-
tion),

• Mail AOIC Combo Letter and L3820, Appeals Received Your Offer in
Compromise and We Can Consider it, to the taxpayer advising the offer
is processable.

Note: If L3820 is not provided by Appeals, COIC will only mail the
AOIC Combo Letter.

• Assign the case for investigation following current procedures in IRM
5.8.3, Offer in Compromise, Centralized Offer in Compromise Transfers,
Perfection and Case Building, and

• Investigate the offer on cases meeting COIC criteria in accordance with
IRM 5.8.4.15.2, Case Decisions on CDP Offers.

(4) For cases meeting field transfer criteria, upon receipt from COIC, field offer
groups will assign cases in accordance with current procedures and investigate
the offer in accordance with IRM 5.8.4.15.2, Case Decisions on CDP Offers.

Note: Procedures defined in IRM 8.20.7, Closing Procedures, require Account and
Processing Support (APS) to close offers on AOIC when the Appeals case
controls are closed. The offer terms screen and offer amount accepted must
also be updated on AOIC, if necessary. If closure cannot be completed by
the APS unit, APS will reach out to COIC or a field area office to assist in
closing the case in a timely manner.

page 48 5.8 Offer in Compromise

5.8.4.15.1 Internal Revenue Manual Cat. No. 27843J (04-25-2025)



5.8.4.15.2
(04-25-2025)
Case Decisions on CDP
Offers

(1) Complete a financial evaluation in accordance with IRM 5.8.5, Financial
Analysis and take action in accordance with IRM 5.8.4.9, Actions Based on
Reasonable Collection Potential.

(2) If the offer is to be accepted, COIC/FOIC will:

• Follow local assignment procedures, including review by Counsel when
appropriate;

• Follow the procedures in IRM 5.8.8, Acceptance Processing
• Close the case as an acceptance on AOIC;
• Forward the case file to the appropriate MOIC function for acceptance

monitoring with all required documentation; and
• Forward copies of the acceptance letter and Form 7249, Offer Accep-

tance Report, to Appeals via encrypted email. The Form 7249 will
include the acceptance terms, applicable tax periods, and approvals, so
copies of the Form 656 are not required.

Note: For accepted offers, APS will issue only the applicable CDP or EH closing
letter. Since SCOIC issues the acceptance letter, SCOIC is solely respon-
sible for AOIC closing actions on offers they accept.

(3) If the offer is returned, terminated, withdrawn voluntarily, or an involuntary with-
drawal is appropriate, COIC/FOIC will:

• Issue the appropriate AOIC return/termination/withdrawal letter to the
taxpayer based on the basis for closure;

Note: An offer submitted during a CDP hearing should never be returned under
“solely to delay” criteria, as discussed in IRM 5.8.4.7.1 , Offer Submitted
Solely to Delay Collection. Complete a financial evaluation in accordance
with, Financial Analysis and take action in accordance with IRM 5.8.4.9,
Actions Based on Reasonable Collection Potential.

• Close the case on AOIC in accordance with closing procedures outlined
in IRM 5.8.7, Return, Terminate, Withdraw, and Reject Processing; and

• Immediately forward the entire case file with all supporting documenta-
tion (including a complete up-to-date history, and a copy of the return/
withdrawal letter) using the transmittal document , Notification of Offer
Case Decision in CDP Offer Investigations , to Appeals using traceable
mail, unless the Appeals office is in the same location.

Note: Since ex parte rules apply, the OE/OS must share or discuss any
documents with the taxpayer that will be provided to the Appeals’
employee.

(4) If a determination is made the offer should be rejected, COIC/FOIC will:

• Select OCC 10;
• Update the offer type to P; Collection Due Process
• Issue the CDP preliminary decision letter, signed by the group manager,

to the taxpayer (include the Asset/Equity Table and Income/Expense
Table, if completed);

Note: If the offer was submitted as a DATL involving a TFRP assess-
ment, AOIC is unable to generate a CDP preliminary decision
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letter on these cases. Refer to the OIC SharePoint site for meth-
ods to edit the AOIC CDP preliminary decision letter and appro-
priate paragraphs.

Reminder: Offers being recommended for rejection under either Public
Policy or Not in the Best Interest of the Government require
the approval of the SB/SE Collection, Territory Managers
(2nd level) in the field or SB/SE Compliance Services Op-
erations Managers for COIC. If making a recommendation
to reject a CDP offer under the jurisdiction of Appeals on
this basis, the approval of the second level manager must
be clearly evident. Their approval may be shown by their
signature on the CDP preliminary decision letter, a notation
of approval in the case history or remarks, or a printable
e-mail signifying approval of the case decision. If the letter
is being signed by the 2nd level manager, refer to the OIC
SharePoint site on methods to edit the pre-determination
letter.

• Transfer the offer on AOIC to Area 21;
• Immediately forward the entire case file with all supporting documenta-

tion (including a complete up-to-date history and a copy of the CDP pre-
liminary decision letter using the transmittal document in Notification of
Offer Case Decision in CDP Offer Investigations, to Appeals using trace-
able mail, unless the Appeals office is in the same location. The OE/OS
should also update the accruals on the AOIC MFT screen and include a
print of the MFT screen with the offer case file.

Note: Leave the consumer credit report in the case file if the taxpayer
has exercised their right to a Collection Due Process (CDP)
hearing. Appeals may need to review the consumer credit report
to determine what collection alternatives are available to the tax-
payer during the CDP hearing. Appeals will destroy the consumer
credit report when it closes the case. See IRM 5.1.18.19.2.9, Dis-
posal of Credit Information.

Note: Since ex parte rules apply, the OE/OS must share or discuss any documents
with the taxpayer that will be provided to the Appeals’ employee.

5.8.4.15.3
(07-18-2017)
Actions Required when
CDPs are Received
while an Offer is
Pending

(1) A CDP hearing request may be received during the investigation of an offer. In
these instances, the appropriate CDP codes must be input on IDRS.

5.8.4.15.3.1
(07-18-2017)
Actions when CDPs are
Received by COIC while
an Offer is Pending

(1) Procedures defined in this subsection apply only to those cases in COIC
inventory.

(2) COIC will:

• Continue the offer investigation in accordance with IRM 5.8.4.15.2, Case
Decisions on CDP Offers;

• If the NFTL was filed by ACS or the Field, forward the 12153 to appro-
priate function;
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• If the NFTL was filed by COIC, complete the Form 14461, Transmittal of
CDP/EH Hearing Request and follow current electronic procedures to
forward the CDP to Appeals within 5 workdays;

• Transmit the file (Forms 14461, 12153 or substitute written request, ,
NFTL (Form 668Y), L 3172 or L 1058, or both, copy of POA unless
present on IDRS cc CFINK, 433-AOIC, Form 433-BOIC or other
financial statement, any additional documentation/correspondence sent
by the taxpayer with the Form 12153, any additional documentation/
information in the case file pertinent to the issue(s) raised by the
taxpayer and envelope) to Appeals using the electronic case receipts
(ECR) process. See IRM 5.1.9.3.3.2, Sending Hearing Request to
Appeals, for procedures on how to transmit electronic CDP cases to
Appeals.

• Once Appeals adds the case to their ACDS system, ACDS sends infor-
mation to ICS to document receipt. If after 30 days ICS does not reflect
receipt, check ACDS. If not on ACDS, resubmit the request.

• Refer to IRM 5.1.9.3.3, Processing CDP and EH requests for proce-
dures on how to process CDP and EH requests.

• Update AOIC Remarks.

(3) If the hearing request is timely, Appeals will input the TC 520 CC 76/77, when
needed, on COIC originated CDP cases.

(4) If the CDP hearing is withdrawn after the case is sent to Appeals, forward the
withdrawal to Appeals so that Appeals can close the request and input the ap-
propriate reversing TC 971 action code (AC) to respective modules in the CDP
hearing request (TC 971 AC 276 for CDP or TC 971 AC 279 for EH). If appli-
cable, input of TC 521 cc 76/77 should also be requested.

5.8.4.15.3.2
(04-25-2025)
Actions when CDPs are
Received by FOIC while
an Offer is Pending

(1) Procedures defined in this subsection apply only to those cases in Field OIC
inventory.

(2) FOIC will:

• Continue the offer investigation in accordance with IRM 5.8.4.15.2;
• Follow procedures in IRM 5.1.9.3.3, Processing CDP and EH Requests;
• Since modules in Status 71 are not on ICS, it may be necessary to

establish BAL DUE (ICS ONLY) modules on ICS for any tax period(s)
listed on the CDP request. If the Status 71 modules were recently in
Status 26, the user should be able to select them and add them to the
ICS CDP application.

Note: Information on the creation of these modules on ICS is available
on the OIC SharePoint site.

• If the offer is closed, monitor the CDP OI in accordance with group
procedures.

Note: At the conclusion of the CDP investigation in Appeals, the (ICS
ONLY) bal due modules, which were involved in the CDP, should
systemically drop off ICS. The offer group is not expected to take
any action(s) subsequent to the CDP hearing unless the action
involves the closed offer.

(3) When transferring these requests to Appeals refer to IRM 5.1.9.3.3.2, Sending
Hearing Request to Appeals, the OS should:
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• Prepare a Form 14461, Transmittal of CDP/EH Hearing Request, and
follow current electronic procedures to forward the CDP to Appeals
within 5 workdays;

• Transmit the file (Forms 14461, 12153 or substitute written request,
NFTL (Form 668Y), L 3172 or L 1058, or both, copy of POA unless
present on IDRS cc CFINK, 433-AOIC, Form 433-BOIC or other
financial statement, any additional documentation/correspondence sent
by the taxpayer with the Form 12153, any additional documentation/
information in the case file pertinent to the issue(s) raised by the
taxpayer and envelope) to Appeals using the electronic case receipts
(ECR) process. See IRM 5.1.9.3.3.2, Transmitting Cases to Appeals, for
procedures on how to transmit electronic CDP cases to Appeals.

• Once Appeals adds the case to their ACDS system, ACDS sends infor-
mation to ICS to document receipt. If after 30 days ICS does not reflect
receipt, check ACDS. If not on ACDS, resubmit the request.

• Refer to IRM 5.1.9.3.3, Processing CDP and EH requests for proce-
dures on how to process CDP and EH requests.

• Update ICS Remarks.

5.8.4.15.4
(09-24-2020)
Appeals Referral
Investigations (ARI)

(1) In certain instances, Appeals may request a review of additional documents
submitted by the taxpayer after a recommendation to reject the offer is made
by the COIC OE or FOIC OS.

(2) If additional documents or review is required, Appeals will issue an ARI to the
COIC site RO or FOIC group manager based on current procedures. These
offers will be transferred to the Area office on AOIC, so appropriate assignment
on ICS and AOIC may take place by the group manager. The AOIC OCC code
should also be updated to OCC 41 prior to assignment to the OS.

Note: If the ARI is issued on a CDP offer which is assigned on AOIC to Area 21,
an e-mail should be provided to Collection Policy to have the offer reas-
signed on AOIC to the appropriate Area office number. The OIC group will
need to accept transfer and then assign the case to the assigned OE/OS.
Once the ARI is completed, the offer will need to be reassigned back to Area
21 (Appeals - CDP).

(3) If an ARI is issued, in most circumstances, the ARI should be completed by the
employee who conducted the initial investigation, yet the manager may assign
based on current workload. Since the request is based on a previous offer
evaluation, these investigations should be assigned expeditiously, and if
possible, closed within 45 days of receipt. If the ARI is not completed within 45
days of receipt, Appeals should be contacted to request an extension. Upon
return to Appeals, the ARI must be noted if there remains less than 180 days
on the TIPRA statute.

Note: Since the offer remains under Appeals’ jurisdiction, ex parte rules apply to
any discussions with or documents provided to the Appeals employee.

(4) OS time should be reported under ICS time code 120, CDP RELATED OICs
or ICS time code 360 APPEALS , depending on whether the ARI is related to
an offer submitted during a CDP hearing request.
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5.8.4.15.5
(04-25-2025)
CDP Offer Closed in
Error by Collection

(1) Appeals may determine a return or involuntary withdrawal of an offer submitted
during the CDP process was not in accordance with IRM requirements. The
determination that an offer was closed contrary to guidance provided in the
IRM must be made by the Appeals employee within 30 days of receipt of the
offer case file.

(2) Upon a determination that the return or involuntary withdrawal was processed
in error, if additional investigative actions are required by Collection, the
Appeals employee will forward the offer case file through their Appeals
Manager to the attention of the manager who signed the closing letter for field
OIC groups, or the site RO for COIC, who will route the case file appropriately.

(3) Upon receipt of the offer case file the COIC/FOIC manager will reopen the
offer on AOIC, (or if the offer cannot be reopened, have a new offer estab-
lished using the same receipt, waiver, and open dates as the previously closed
offer). The offer will then be assigned immediately to an OE/OS for continua-
tion of the offer investigation. The offer will be investigated in accordance with
the guidance provided in IRM 5.8.4.15.2, Case Decisions on CDP Offers. If
additional investigation is conducted and there are additional documents or
information provided to Appeals, it must also be shared with the taxpayer/
representative.

Note: Since a decision letter was mailed, a mandatory acceptance under IRC
7122(f) would no longer be applicable.

(4) If the COIC/FOIC manager disagrees that the closing action by the offer group
was in error, contact should be made with the Appeals manager to discuss the
basis for the reopening. After discussion with the offer manager, if Appeals is
unwilling to change the decision to have the offer reopened, Collection will
reopen the offer and work in accordance with paragraph 3 of this subsection.
Also advise Collection Policy of the issues involved.

5.8.4.16
(05-10-2013)
Coordination with
Appeals

(1) Coordination with Appeals is sometimes required during offer investigations.

5.8.4.16.1
(09-24-2020)
Cases Pending or
Decided in Appeals

(1) During a Collection Due Process (CDP) or equivalent hearing (EH) assigned to
Appeals, an offer may be submitted by the taxpayer. IRM 5.8.4.15, Investiga-
tion of Offers under Appeals Jurisdiction. Taxpayers also occasionally submit a
DATC offer during an appeal of a proposed audit deficiency. Appeals has juris-
diction of both these types of offers and in certain circumstances may send an
Appeals Referral Investigation (ARI) to Collection.

(2) An ARI requesting CIS verification of a complex nature, which may include
valuation of assets, lien searches, or asset ownership research should be
assigned to a field RO. The results of the investigation will be reported via
memorandum to Appeals and Appeals will conclude the investigation.
Requests for any expeditious treatment of an ARI will be decided on a case by
case basis through a discussion between the two functional managers.

Note: Ex parte communication rules apply in these situations. The ex parte proce-
dures relating to sharing information with the taxpayer and discussions with
Appeals must be adhered to when completing the review at Appeals request.
Refer to IRM 5.1.9, Collection Appeal Rights.
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(3) Offers based on Doubt as to Liability (DATL) on Trust Fund Recovery Penalty
(TFRP) or Personal Liability for Excise Tax (PLET) assessments must be
reviewed upon receipt to ensure that the case is not pending or was not
already heard in Appeals. If a DATL offer involving a TFRP or PLET assess-
ment had previously been determined in Appeals or is found to be currently
assigned to an Appeals office, refer to IRM 5.8.4.21.4, Doubt as to Liability
(DATL) regarding the issuance of a rejection letter and the transferring of the
case file to Appeals.

(4) If an offer based on DATC or ETA hardship criteria is received and there is an
open case pending in Appeals, then Appeals will have jurisdiction. The Appeals
employee assigned the case in Appeals must be notified of the offer investiga-
tion. If the offer is related to a CDP hearing, it should be investigated in
accordance with IRM 5.8.4.15, Investigation of Offers under Appeals Jurisdic-
tion.

Note: Ex parte communication rules apply in these situations. The ex parte proce-
dures relating to sharing information with the taxpayer and discussions with
Appeals must be adhered to by the COIC or Field employee. Refer to IRM
5.1.9, Collection Appeal Rights.

5.8.4.16.1.1
(09-24-2020)
Procedures for Deleting
Cases From AOIC

(1) Deletion of an offer from AOIC should be rare and only in unusual situations.

Reminder: Prior to completing the deletion actions. COIC/FOIC manager should
advise Collection Policy of the basis for the proposed deletion.

(2) Document the AOIC history with the following information, then assign back to
the appropriate COIC site, if not already assigned to COIC.

• Request deletion of the offer from AOIC
• Request reversal of the fee screen
• Reason for the request to delete the case from AOIC.
• The name and phone number of the involved Appeals employee, if

available.

(3) E-mail the appropriate centralized site with the offer number of the offer that
needs to be deleted off the AOIC system. Identify the action being requested in
the subject line of the e-mail. Send the e-mail to the appropriate site at the
following e-mail address:

• *SBSE COIC Memphis
• *SBSE COIC Brookhaven

Note: For offers under Appeals jurisdiction which are other than CDP, COIC should
move the payments from the AOIC Payment Screen to the AOIC Appeals
Fee Screen and delete the offer from AOIC.

5.8.4.17
(09-24-2020)
Pending Assessments

(1) During initial analysis of the offer, IDRS must be checked to verify there are no
actions pending on any tax modules associated with the taxpayer, including
recently filed returns, amended returns, pending TFRP assessments, or
pending examinations.

(2) Within 7 to 14 calendar days prior to accepting an offer, IDRS should be
rechecked to ensure that there are no new audit issues pending.
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5.8.4.17.1
(04-25-2025)
Pending Assessments -
Filed Returns

(1) If a return has been filed with a balance due, the OE/OS should review Master
File (MF) to determine when the liability will be assessed.

(2) If a recommendation is being made other than acceptance, the OE/OS should
not delay closing actions until the return posts or tax is assessed. If the tax
period has no assessed liability when the offer is being recommended for
closure, it should be removed from the Form 656 and MFT screen.

(3) Since tax must be assessed to be included on an accepted offer, delays in
returns or amended returns posting must be identified as soon as possible to
allow for resolution prior to offer closing actions. If it is determined to be in the
government’s interest to include the tax year in the offer being recommended
for acceptance and the return is not pending on MF, the OE/OS should secure
managerial approval to hold the offer until the assessment posts. Based on
group procedures the offer should be placed in the appropriate assignment
number for monitoring. If the offer is still being monitored with less than 90
days remaining on the TIPRA statute the taxpayer should be requested to
withdraw the offer. If the taxpayer refuses to withdraw the offer and the
taxpayer does not agree to have the tax period removed from the Form 656,
the offer should be closed as a processable return.

(4) An offer should not be accepted if any filed tax return has not yet posted. (This
includes refund returns, so that the IRS can offset the refunds to the tax liabili-
ties prior to acceptance of the offer.)

(5) If issues are preventing the return from being processed and the taxpayer
wishes to have the tax period included on the offer, it may be necessary to
secure a withdrawal and have the taxpayer resubmit the offer after processing
issues are resolved.

Note: Refer to the following manual sections to assist in determining potential
issues related to a filed return which has not been assessed. IRM 3.12.37-
21, ERS Status Codes and IRM 21.4.1.4.1, Locating a Taxpayer’s Return.

5.8.4.17.2
(09-24-2020)
Pending Assessments -
Examination

(1) IDRS should be checked to determine if any open audits, underreporter issues,
Bipartisan Budget Act (BBA) proceedings, or other pending examination issues
are present. Pending examination cases and AUR may be identified by:

• TC 922 without a CP 2000 process code or TC 290/291
• TC 976 or 977 without a subsequent tax increase or decrease
• -L Freeze and/or an AMDIS record
• Partnership Investor Control File (PICF) code on AMDIS of 5 indicating

an investor with at least one open BBA key case linkage

(2) If any potential adjustments are identified, the assigned employee should be
contacted to determine the status of the potential assessment and informed
that an offer based on DATC or ETA has been received. The decision on how
to proceed with the offer should be based on the status and/or issues of the
potential adjustment/assessment. The table below provides some examples.
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If… Then…

TP was involved in abusive tax
avoidance transactions (ATAT), appears
to have substantial unreported income,
or there is another reasonable explana-
tion given by the assigned Examination
employee explaining why the audit
should continue.

• The TP should be advised that the offer investigation
cannot proceed until the Exam issues have been
resolved.

• Solicit a withdrawal explaining that it is in the taxpay-
er’s best interest due to CSED suspension.

• If the TP refuses to withdraw, return the offer using the
AOIC reason that other investigations are pending,
which may affect the liability sought to be compromised
or the grounds upon which it was submitted.

The audit is routine and the assigned
Exam employee has agreed to close the
tax year(s) with no change.

Proceed with the offer investigation.

The audit is routine, nearly concluded,
and Examination wishes to conclude
and assess the tax.

• Proceed with the offer investigation.
• Talk to the TP and the Revenue Agent (RA) to coordi-

nate securing an agreement to the deficiency to
expedite assessment.

• Include the tax year, if acceptance is appropriate, but
do not issue the acceptance letter until the tax is
assessed.

The return, for a tax period not included
on the offer, has been selected for ex-
amination or Automated Under Reporter
(AUR) consideration, yet is not assigned
to a specific Field Examination
employee or has not been started in
Campus Examination.

• Prior to beginning the offer investigation, contact the
controlling Examination or AUR group to determine if
continuing the offer investigation is appropriate based
on the status of the potential examination or AUR as-
sessment and the issues involved.

• If it is determined the offer investigation should not
continue, return the offer using the AOIC reason that
other investigations are pending, which may affect the
liability sought to be compromised or the grounds upon
which it was submitted.

Note: Prior to returning the offer, the TP or POA must
be contacted to discuss the reason the offer is
being returned.

• If it is determined the offer can be recommended for
acceptance, contact the controlling Examination or
AUR group to advise them a determination was made
the taxpayer’s offer was acceptable. If the tax year will
not be closed, the taxpayer should be advised that any
additional liability that is not fully paid may default the
offer.

• If the determination is rejection or return, the offer
should be closed appropriately, unless the taxpayer
wishes to withdraw the offer.
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If… Then…

The return, for a tax period included on
the offer, has been selected for exami-
nation or Automated Under Reporter
(AUR) review, yet is not assigned to a
specific employee in Field Examination
or has not been started in Campus Ex-
amination and is the only tax year which
will potentially be examined.

• Complete the offer investigation to determine appropri-
ate resolution.

• If the offer will be recommended for acceptance,
contact the controlling Examination or AUR group to
advise them an offer has been submitted that includes
the tax years awaiting assignment or review and is ac-
ceptable under DATC or ETA criteria, so they may
close their investigation.

• If the determination is other than acceptance, the offer
should be closed appropriately.

The Partnership Investor Control File
(PICF) code on AMDIS is a 5, indicating
at least one open BBA key case linkage
exists.

• Advise the TP that we cannot consider an offer until all
BBA partnership issues have been resolved.

• Attempt to secure a withdrawal.
• If the taxpayer refuses to withdraw, consider returning

the offer using the AOIC Return Letter paragraph that
other investigations are pending that may affect the
liability sought to be compromised or the grounds upon
which it was submitted.

The Partnership Investor Control File
(PICF ) code on AMDIS is a 7, the BBA
case is closed.

• Verify with the assigned Examination employee that
the assessment was made.

• Include the additional liability(ies) in the offer.

Exam issues are delaying offer process-
ing of an acceptance.

The OE/OS manager should contact the Examination liaison
to coordinate an expedited assessment. If the Examination
will not be closed and/or the assessment not made within 90
days (or if there remains less than 120 days on the 24 month
TIPRA statute), the offer may be returned as “Other Investi-
gations Pending”.

5.8.4.18
(09-24-2020)
Potential Fraud Referrals

(1) When indicators of potential fraud arise during an offer investigation, the OS
will:

(2) Work the case to the point where a decision regarding final disposition can be
made. All requests for additional documentation should have been sent to the
taxpayer and sufficient time allowed for the taxpayer to respond. Final action
with respect to the determination will be taken if the case does not meet Fraud
Enforcement Advisor (FEA) fraud referral criteria.

(3) Discuss the indicators of fraud with the group manager before proceeding:

(4) The following table provides guidance for situations involving potential fraud:

If... Then...

the group manager concurs with the
fraud potential

the OS will contact the local FEA and discuss the case.
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If... Then...

the FEA agrees that there is potential
fraud

the FEA will evaluate the case and determine if sufficient in-
formation is present to refer the case directly to Criminal
Investigation (CI) or if further development is needed.

additional development is needed • The OS will issue an Other Investigation (OI) on ICS to
the Collection group that covers the geographic area
where the taxpayer resides and mail a copy of all sup-
porting documentation to the Collection group. After the
OI has been issued, the OS will request assignment of
the case on AOIC to 9998 (Fraud) and input a
follow-up date on the AOIC “Follow-up” screen

• The OS should indicate the 24-month mandatory ac-
ceptance date on the OI and that the investigation
should be expedited.

• The revenue officer (RO) assigned the OI will work
with their local FEA to gather the information required
and determine if the case has potential to be
developed as a fraud referral.

Note: Territory Manager intervention may be
necessary if the OI is not being worked in a
timely manner.

• The office assigned the offer investigation will retain
the offer pending the concurrence or non-concurrence
of the local ROs FEA.

the ROs local FEA does not concur with
the potential for fraud development

the RO will notify the OS and the OS will continue to work
the offer investigation to resolution and request reassignment
of the case on AOIC.

the ROs local FEA concurs with the
potential for fraud development

• The RO will prepare Form 11661-A, Fraud Develop-
ment Recommendation - Collection. The FEA will
denote their concurrence by signing the Form 11661-A.

• The RO will contact the OS as soon as the local FEA
has signed Form 11661-A.

• The OS will monitor the fraud referral and when the
referral has been accepted by Criminal Investigation
(CI), then return the offer under the criterion “other in-
vestigations are pending that may affect the liability
sought to be compromised or the grounds upon which
it was submitted.”

Note: CI should be advised prior to the mailing of the
return letter.
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If... Then...

after 16 months from the IRS offer
received date, the ROs local FEA has
not made a decision whether the
potential fraud development exists or
the fraud referral has not been accepted
by CI

the OS should contact the FEA to discuss the current status
of the referral and advise them of the 24 month TIPRA
statute. Advise the FEA if a fraud determination is not
reached or the referral is not accepted by CI within 60 days,
a recommendation to return, accept or reject the taxpayer’s
offer will be made. After 60 days, a determination should be
made on the offer; the OS should discuss with the manager,
the FEA, and RO, if appropriate, the next action based on
available information. The appropriate action may be return
under “other investigations pending” criteria, acceptance,
rejection based solely upon the merits of the offer, or
rejection under the basis “not in the government’s best
interest.”

Note: A return may also be appropriate, based on the tax-
payer’s failure to provide requested documents or
remain in compliance.

the taxpayer submits an offer and there
is a RO’s fraud investigation open

the OS should contact the FEA to discuss the current status
of the referral and advise them of the 24 month TIPRA
statute. Advise the FEA if a fraud determination is not
reached within 60 days, a recommendation to accept or
reject the taxpayer’s offer will be made. After 60 days, a de-
termination should be made on the offer; the OE should
discuss with their manager, the FEA, and RO, if appropriate,
the next action based on available information. The appropri-
ate action may be acceptance or rejection under the basis
“not in the government’s best interest.”

Note: A return may also be appropriate, based on the tax-
payer’s failure to provide requested documents or
remain in compliance.

Note: If the referral is in the process of being accepted by
CI, it may be appropriate to hold the offer until the
referral is accepted and the offer should then be
returned based on “Other Investigations Pending”
criteria. In these instances, monitoring of the 24 month
TIPRA statute is critical.

(5) Responsibility of the OE in COIC – When indicators of potential fraud arise
during an offer investigation, the OE will:

a. Work the case to the point where a decision regarding final disposition
can be made. All requests for documentation should have been sent to
the taxpayer and sufficient time allowed for the taxpayer to respond. Final
action with respect to the determination will be taken if the case does not
meet Fraud Enforcement Advisor (FEA) fraud referral criteria.

b. Discuss the case with the group manager.
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If... Then...

the group manager concurs with the
fraud potential

contact the site’s Collection Functional Fraud Coordinator
(CFFC) and discuss the case.

the CFFC agrees that the potential for
fraud development exists

• The CFFC will secure concurrence from the FEA
assigned to the campus.

• The FEA will evaluate the case and determine if suffi-
cient information is present to refer the case directly to
Criminal Investigation (CI) or if further development is
needed.

the CFFC and FTAs determine that
further development is needed.

• The CFFC will prepare Form 11661- A, Fraud Develop-
ment Recommendation - Collection., and obtain FEA
concurrence. The CFFC will initiate an outgoing Other
Investigation (OI) on ICS (sub coded 106) to the field
Collection group that covers the geographic area
where the taxpayer is located and mail a copy of all
supporting documentation and a copy of the signed
Form 11661- A to the Collection group. After the OI has
been issued, assign the case on AOIC to 9998 (Fraud)
and input a follow-up date on the AOIC“ Follow-up”
screen.

• The OI should indicate the 24-month mandatory accep-
tance date on the OI and that the investigation should
be expedited.

• The OI will be assigned to an RO who will work with
the local FEA to develop the fraud referral and make a
determination if the potential for fraud development
exists

Note: Operations Manager intervention may be
necessary if the OI is not being worked in a
timely manner.

the case does not need any further de-
velopment.

the CFFC will prepare Form 11661- A and secure campus
FEA concurrence. The campus FEA will advise the OE how
to refer directly to CI.

the ROs local FEA concurs with the
potential for fraud development

the ROs local FEA will denote concurrence by signing Form
11661-A. The RO will notify the CFFC and when the referral
is accepted by CI, the CFFC will request the offer be
returned as “other investigations are pending that may affect
the liability sought to be compromised or the grounds upon
which it was submitted.”

the ROs local FEA does not concur with
the potential for fraud development

the RO will notify the CFFC and the CFFC will reassign the
offer on AOIC to the group manager of the originating OE,
who will then assign the case for completion of the offer in-
vestigation.
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If... Then...

after 16 months from the IRS offer
received date, the ROs local FEA has
not made a decision whether the
potential for fraud development exists

the OE should contact the FEA to discuss the current status
of the referral and advise them of the 24 month TIPRA
statute. Advise the FEA if a fraud determination is not
reached or a referral accepted by CI within 60 days, a recom-
mendation to return, accept or reject the taxpayer’s offer will
be made. After 60 days, a determination should be made on
the offer; the OE should discuss with the manager, the FEA,
and RO, if appropriate, the next action based on available
information. The appropriate action may be return under
“other investigations pending” criteria, acceptance or rejection
based solely on the merits of the offer or rejection under the
basis “not in the government’s best interest.”

Note: A return may also be appropriate, based on the tax-
payer’s failure to provide requested documents or
remain in compliance.

the taxpayer submits an offer and there
is a ROs fraud investigation open

the OE should contact the FEA to discuss the current status
of the referral and advise them of the 24 month TIPRA
statute. Advise the FEA if a fraud determination is not
reached within 60 days, a recommendation to return, accept
or reject the taxpayer’s offer will be made. After 60 days, a
determination should be made on the offer; the OE should
discuss with the manager, the FEA, and RO, if appropriate,
the next action based on available information. The appropri-
ate action may be return under “other investigations pending”
criteria, acceptance or rejection under the basis “not in the
government’s best interest.”

Note: A return may also be appropriate, based on the tax-
payer’s failure to provide requested documents or
remain in compliance.

Note: The CFFC will monitor the OIs monthly and report to the Operations
Manager the current status of all open OIs. Close monitoring is needed to
ensure that the OIC is resolved prior to the 24-month mandatory acceptance
period.

5.8.4.19
(05-10-2013)
Criminal Investigations

(1) A taxpayer who submits an offer may be or might have been involved in a
criminal investigation. The OE/OS should proceed appropriately based on
whether the criminal investigation is open or closed. Criminal Investigation (CI)
involvement with a specific tax year may impact the ability to continue the in-
vestigation.

(2) Criminal investigation involvement in a tax year can be identified on IDRS by
Transaction Code (TC) 910, 914 or 916.
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5.8.4.19.1
(05-10-2013)
Open Criminal
Investigations

(1) When a TC 910, 914, 916, or 918 identifying an open CI is on IDRS, contact
must be made with the assigned Special Agent and procedures in IRM 5.1.5,
Field Collecting Procedures, Balancing Civil and Criminal Cases, should be
followed. It may be necessary for the group or unit managers to hold a discus-
sion with the CI manager to determine the next appropriate action. A decision
will need to be made on the appropriate actions to take and what may or may
not be discussed with the taxpayer. The involvement of CI does not change
the procedures involving the application of any application fee/TIPRA payment
or the refund of any deposit which should be in accordance with current proce-
dures.

Note: Advise CI of the TIPRA provisions for automatic offer acceptance, if a
decision is not reached within 24 months of receipt. We can no longer hold
offers open indefinitely pending a decision regarding the potential criminal
investigation.

(2) If the assigned Special Agent has no objection to contacting the taxpayer to
advise of the open criminal investigation, , the taxpayer may be asked to
withdraw the offer until the criminal matter is resolved. If the taxpayer declines
to withdraw the offer, return the offer to the taxpayer under the criterion “other
investigations are pending that may affect the liability sought to be compro-
mised or the grounds upon which it was submitted.” If the Special Agent
objects to asking the taxpayer to withdraw the offer or contacting the taxpayer,
remind the Special Agent of the 24-month mandatory acceptance requirement.
If the Special Agent continues to request that the taxpayer not be contacted,
reassign the case on AOIC to 9999. Monitor the case and contact the Special
Agent monthly to determine if and when taxpayer contact can be made. If,
after 16 months from the IRS received date CI has not made a decision about
what may or may not be discussed with the taxpayer, advise CI the offer is
being returned under the criterion “other investigations are pending that may
affect the liability sought to be compromised or the grounds upon which it was
submitted. ”

5.8.4.19.2
(05-10-2013)
Closed Criminal
Investigations

(1) When a TC 912, identifying a closed criminal investigation is found on the tax
module, the OE/OS should contact the assigned Special Agent of the closed
case. The OE/OS should determine if information is available that may impact
the acceptability of the offer, the calculation of reasonable collection potential,
or whether the offer investigation should continue. Issues may also include
whether the taxpayer was guilty of a tax crime and is currently paying restitu-
tion. Refer to IRM 5.8.4.23.1, Offers in Compromise Submitted that Include
Restitution.

(2) The OE/OS should also review IDRS to determine if any tax periods involve
Abusive Tax Avoidance Transaction (ATAT) issues. If ATAT issues are present,
the OE/OS should also contact the revenue agent or revenue officer to discuss
any impact the ATAT investigation may have on the offer investigation.

5.8.4.20
(04-25-2025)
Responsibility of Offer
Examiners, Offer
Specialists, and Field
Revenue Officers

(1) The OE/OS is responsible for working only offer aspects of an investigation.
During the offer process employees may discover collection issues that require
a Field RO investigation.

(2) If the issues are initially identified by an OE in COIC, the OE must first discuss
the issue with the manager and site RO, to confirm that the issues require a
Field RO investigation.
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(3) In the situations below, except in the case of TFRP or PLET investigations, an
Other Investigation (OI) will be initiated only after the COIC or field manager
and RO manager have discussed the issue and agree that the situation
warrants the issuance of the OI.

Issue Procedure

Transferee, Nominee or Alter Ego When these issues arise during
an offer investigation, the OE/OS
should establish a valuation for
the involved asset or income
stream. The OE/OS should
include the value in computing
the RCP but not actually
complete the administrative
actions required to establish the
liability against the third party
which might include any of the
following: initiating an IRC 6901
administrative assessment; re-
questing the filing of a special
condition NFTL; initiating a suit to
set aside a fraudulent convey-
ance; or initiating a suit to
establish a transferee liability. If
the value of the involved asset or
income stream will be obtained
through an accepted offer, that
fact should be clearly docu-
mented and any transferee,
nominee or alter ego remedy not
pursued through administrative or
judicial action. If the offer is
rejected or moving toward
rejection and time is of the
essence due to the dissipation/
transfer of assets or statute
expiration, a Form 2209,
Courtesy Investigation, or OI
should be initiated to request the
assignment of a RO to complete
the appropriate action to: initiate
an IRC 6901 administrative as-
sessment; secure approval for
and file appropriate special
condition NFTL(s); initiate a suit
to set aside a fraudulent convey-
ance; or initiate a suit to establish
a transferee liability.
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Issue Procedure

Levy or seizure related actions If during the course of an offer
investigation an OE/OS deter-
mines that immediate levy or
seizure action may be needed,
the case will be referred to the
Field Collection function. The
OE/OS will initiate an Other In-
vestigation request to an RO
group outlining the actions
needed and provide any addi-
tional information that would
assist the RO. Upon notification
that the field will proceed with
enforcement action, the OE/OS
will follow the procedures to close
the offer outlined in IRM 5.8.4.7.1
, Offer Submitted Solely to Delay
Collection, and advise the field
RO or the manager when the
return letter has been mailed to
the taxpayer.

Suit recommendations The OE/OS should consider the
value of any recovery that may
be made through a suit when de-
termining the RCP. If the
anticipated recovery amount is
obtained through an accepted
offer this fact should be clearly
documented and the suit recom-
mendation not pursued. If the
offer is rejected or moving toward
rejection and time is of the
essence due to the statute expi-
ration for filing suit, an OI should
be initiated to request the assign-
ment of a RO to complete the suit
recommendation.

Note: A referral to the Depart-
ment of Justice cannot be
made while an offer is
pending, so coordination
may be necessary with the
RO completing the suit
recommendation to advise
them when the offer is
closed.
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Issue Procedure

Continuing action on In Business
Trust Fund (IBTF) cases

Due to the potential for the pyra-
miding of liabilities and dissipation
of assets in IBTF cases, the
OE/OS will initiate an OI (COIC
site RO will initiate the OI via
ICS) on rejected or returned
offers involving ongoing busi-
nesses with employment tax
liabilities. Because rejected,
returned, and withdrawn offers do
not systemically revert to Status
26 (field assignment), the OI
serves as an open assignment
until the case is systemically
assigned to Status 24 (queue), at
which time the collection group
manager can assign the case to
an RO and close the OI. This
process will generally take about
30 days.
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Issue Procedure

Trust Fund Recovery Penalty
(TFRP) and Personal Liability for
Excise Tax (PLET) cases

It is the responsibility of the field
RO to complete the TFRP or
PLET investigation and make a
determination regarding personal
responsibility and willfulness in
these cases. The RO will follow
the provisions in IRM 5.7.4, In-
vestigation and Recommendation
of TFRP. For all offers, the TFRP
must be assessed against all
responsible/willful persons, the
outstanding trust fund amounts
paid, the TFRP package
forwarded for assessment or a
determination made by an RO to
not assert due to collectability or
dollar criteria prior to consider-
ation of the offer. See IRM
5.8.4.21.1 Trust Fund Liabilities
below for instructions on process-
ing these investigations in
conjunction with open offers,
including when the aggregate out-
standing trust fund liability is
under the criteria established in
IRM 5.7.4.9, TFRP and Offers in
Compromise and offers submitted
under special circumstances
discussed in IRM 5.8.11.3.2.1,
Public Policy or Equity Compel-
ling Factors.

Note: OIs referred per these in-
structions should be
considered high risk cases
(i.e., risk code 100) and
processed accordingly.

5.8.4.21
(06-01-2010)
Procedures for Certain
Types of Taxpayers and
Liabilities

(1) Certain types of taxpayers and/or liabilities require unique considerations. The
instructions described below should be followed when considering cases of this
nature.

5.8.4.21.1
(04-25-2025)
Trust Fund Liabilities

(1) Before an offer to compromise trust fund tax will be investigated, for entities in
which the trust fund recovery penalty is applicable (in business or out of
business) all the issues outlined in IRM 5.8.4.20, Responsibility of Offer
Examiners, Offer Specialists, and Field Revenue Officers above should be con-
sidered. In addition, as a prerequisite, the trust fund portion of the taxes must
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be paid, the TFRP must be assessed against all responsible/willful persons, a
determination made by an RO to not assert due to collectibility or dollar
criteria, or the trust fund package forwarded for assessment.

Note: If the taxpayer’s aggregate outstanding trust fund liability is under criteria
established in IRM 5.7.4.9, TFRP and Offers in Compromise, is out of
business with no potential to incur additional liabilities, and the RO deter-
mines no other prior TFRP assertions (from unrelated entities) were made
against the responsible parties, a determination made by an RO to not
assert the TFRP is sufficient to allow for the offer investigation to proceed.

Exception: For offers involving special circumstances as discussed in IRM
5.8.11.3.2.1, Public Policy or Equity Compelling Factors, the offer may
be investigated or if appropriate, held in suspense until the TFRP in-
vestigation is completed. Also refer to IRM 5.1.24.5.8, Trust Fund
Recovery Penalty (TFRP) Investigations, and IRM 5.7.3.4.3., Third-
Party Payers and Common Law Employers/Clients, which provide
guidance on additional factors the RO will be considering when deter-
mining the willfulness of the clients of third party payers.

(2) It is the IRS’s policy that the amount offered to compromise a liability subject
to assertion of the TFRP will represent what can be collected from the
employer. If the IRS enters into a compromise with an employer for a portion
of the trust fund tax liability, the remainder of the trust fund taxes may still be
collected from a responsible person.

(3) Revenue officers have two options when they negotiate with the entity princi-
pals. This applies to trust fund liabilities in Status 26 or other assessments in
notice status related to the Status 26 entity, which have any unpaid trust fund
amount still within the TFRP Assessment Statute Expiration Date (ASED).
They are:

• If the entity wishes to file an offer, generally, all responsible persons
must first agree to the assessment of the TFRP. Both responsibility and
willfulness must be present to assert the TFRP and/or request signature
of Form 2751, Proposed Assessment of Trust Fund Recovery Penalty.
Although a Form 2751 is secured, the field RO must also secure basic
documentary evidence to support assertion against any responsible
person(s) even if they sign the Form 2751. The signing of the Form
2751 does not preclude the responsible person from challenging this
assessment by paying a divisible portion of the tax, filing a refund claim
and if unsuccessful, a refund suit. The responsible person should be
advised of the right to file a refund claim when the Form 2751 is
provided to the responsible person.

• Alternatively, the responsible parties can personally full pay the trust
fund amount on behalf of the entity. IRM 5.7.4.4, Payments by Respon-
sible Party on Behalf of the Employer, contains instructions when a
responsible person chooses to pay on behalf of the entity. Absent a
non-assertion determination due to an inability to pay or dollar criteria,
failure to pay the trust fund or sign the Form 2751 by a party deter-
mined to be both responsible and willful, will result in a solely to delay
determination if the entity files an offer. See IRM 5.8.4.7.1 , Offer
Submitted Solely to Delay Collection, above. In addition, a formal
appeal of the proposed TFRP will result in the offer being returned as
solely to delay.
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Note: If extenuating circumstances are present that prevent the assess-
ment of the TFRP against all responsible persons, the RO, after
consulting with their manager, may request continued processing
of the offer without the assessment of all potential responsible
persons. For example, a potential responsible person cannot be
located. The RO may request the OIC continue to be investi-
gated if the government’s interests are sufficiently protected and
if the other responsible persons have agreed to assessment of
the TFRP.

(4) Only the amount that can be collected from the entity (including dissipated
assets and any assets fraudulently transferred) will be considered in the RCP
calculation of an acceptable offer. The IRS will pursue collection of the TFRP
assessed against the responsible person(s), unless the trust fund portion has
been full paid.

Note: A taxpayer may designate TIPRA payments (pre-acceptance) to a specific
liability including trust fund liabilities. For a TIPRA payment designation to be
valid, it must accompany the specific payment. Once the offer has been
accepted, periodic payments of the offer amount will be applied in the gov-
ernment’s best interest.

(5) During initial analysis of an offer received from an entity subject to the
assertion of the TFRP and involving unpaid trust fund tax, the OE/OS must
determine the ASED of each period and take immediate steps to protect it if
expiration is imminent.

(6) The following actions should be taken based on the facts of the case:

If... Then the RO will... Then the OE/OS will...

The TFRP has been completed
and the assessment processed
prior to the time the corporate
offer is filed

Document this fact in the ICS
history and on the Form 657 and
forward to COIC.

Proceed with the offer investiga-
tion.
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If... Then the RO will... Then the OE/OS will...

The account is in Status 26, the
TFRP has not been assessed,
the taxpayer was advised that
an offer will not be investigated
until the TFRP is assessed or
full paid yet submitted an OIC

Document this fact in the ICS
history. Complete Form 657 re-
questing the case be returned as
solely to delay. Advise the
taxpayer that an OIC will not be
considered until the trust fund is
paid or the TFRP assessed. If
the trust fund is not paid,
complete the TFRP investigation.

Return the case as solely to
delay.

Exception: For offers involving
special circum-
stances as discussed
in IRM 5.8.11.3.2.1,
Public Policy or
Equity Compelling
Factors, the offer
may be investigated
or if appropriate, held
in suspense until the
TFRP investigation is
completed. Also refer
to IRM 5.1.24.5.8,
Trust Fund Recovery
Penalty (TFRP) In-
vestigations, and
IRM 5.7.3.4.3, Third-
Party Payers and
Common Law
Employers/Clients,
which provides
guidance on addi-
tional factors the RO
will be considering
when determining
the willfulness of the
clients of third party
payers.
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If... Then the RO will... Then the OE/OS will...

The account is not in Status 26
and/or the responsible person(s)
was not previously advised that
an offer will not be investigated
until the TFRP is assessed or
full paid.

Complete the TFRP investiga-
tion. Trust fund OIC
investigations are considered
mandatory OIs and must be
assigned by the group manager.
See IRM 5.1.8.6, Mandatory As-
signments. The OI should be
completed within 90 days and
must be assessed prior to ac-
ceptance of the OIC.

Exception: If a determination is
made by the OE/OS
the trust fund
amount is below
criteria inIRM
5.7.4.2, TFRP De-
terminations,
Interviews and In-
vestigations, an OI
is not required. The
OE/OS manager
should document
the OIC remarks or
ICS history they
concur with the non-
issuance of the OI.
IAT TFRP Calc. may
be used to
determine remaining
trust fund amount.

Retain the offer and generate an
outgoing OI (coded 100) to the
field to complete the TFRP inves-
tigation. If the account was
assigned to an RO at the time the
OIC was received but the
taxpayer had not been advised
that an offer will not be investi-
gated until the TFRP is assessed
or full paid, generate an outgoing
OI to the manager of the RO who
was assigned the account when
the offer was received. If the
account was not assigned to an
RO when the offer was received,
send the OI to the group that
works the taxpayer’s zip code.
Coordinate with the assigned RO
to ensure the TFRP is assessed,
a determination made to not
assert, or the trust fund amount
fully paid. The TFRP actions must
be completed prior to submitting
the offer for acceptance or
rejection approval.Exception: Do
not delay acceptance of Non-
Economic Hardship offers, see
IRM 5.8.11.6.1, Documentation
and Verification-Non-Economic
Hardship Offers.

Note: If the TFRP actions are not
completed prior to the offer
being 18 months from IRS
received date, the offer
should be returned as
“other investigations
pending”.

Note: If the offer is 18 months
from IRS received date
and the delay in the TFRP
investigation is caused by
the taxpayer, the offer
should be returned as
“delay of collection”.
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If... Then the RO will... Then the OE/OS will...

The ASED has expired without
any TFRP assessment

Document ICS accordingly. Annotate the expiration in the
case history and continue pro-
cessing the OIC determining only
the corporation’s RCP. If the
ASED expired while in the OE/OS
inventory, prepare an expired
statute notification and submit to
the OIC group manager for pro-
cessing. Refer to IRM 5.7.3.9,
Reporting Expiration of the TFRP
Statute.

There is a pending TFRP inves-
tigation.

Advise the taxpayer that the
offer investigation cannot
proceed until the TFRP issues
have been resolved and secure
a signed Form 2751.

Coordinate with the assigned RO
to ensure that a determination is
made to assert or not assert the
TFRP, or that the trust fund is
fully paid.

Note: If the taxpayer is uncoop-
erative and/or the TFRP
assessment will not be
within 90 days, the OE/OS
should contact the
taxpayer and attempt to
secure a withdrawal. If the
taxpayer is unwilling to
withdraw the offer, the
offer may be returned as“
solely to delay”.

(7) In the situation where the amount offered by a corporation combined with the
payments already made on related TFRP assessments exceeds the total em-
ployment tax liability of the corporation for the same tax periods, take the
following actions:

a. Request the responsible person(s) sign irrevocable requests to transfer
the payments on the TFRP accounts to the related corporation liability.

b. Complete and process Form 3870 to transfer the credit(s). Send Form
3870, Request for Adjustment, to the appropriate TFRP unit for process-
ing. See IRM 5.7.7.6.1.(4), Preparation of Form 3870 for an Adjustment
or Abatement.

c. Secure full payment of the balance due from the corporation.
d. Secure a withdrawal of the offer.

(8) When corporate offers are being considered, corporate officers, shareholders,
or others determined to be responsible for a TFRP may be required to submit
a Form 433-A (OIC). When partnership or LLC offers are being considered, the
general partners and the LLC’s owners may be required to submit a Form
433-A (OIC) as well. In certain instances, since the RCP for a corporate offer is
based on the amount collectible and equity in assets of the corporation, it may
be unnecessary to secure a 433-A (OIC) from individual shareholders,
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corporate officers, or other parties, who hold only a minimal interest in the cor-
poration and/or have no control over the corporation’s activities.

5.8.4.21.2
(04-25-2025)
Partnership Liabilities

(1) Partnership employment tax liabilities are not joint and several as in the case
of joint income tax assessments. The IRS’s ability to collect from the partners
is based on state law.

(2) When a partnership liability is compromised for any individual general partner
our ability to collect from all other general partners may be affected. Therefore,
the amount offered to compromise a partnership tax liability must include what
we can collect from the partnership plus what can be collected from each of
the general partners. No offer should be accepted to compromise only one
partner’s individual liability for the partnership debt.

(3) When investigating partnership offers, a CIS should be secured from the part-
nership and from all general partners. The RCP for the partnership must equal
what could be collected from the partnership plus what could be collected from
all general partners. Generally, an offer based on DATC from a partnership will
not be accepted when the RCP of one or more of the general partners cannot
be determined. When it is not possible to secure a CIS from one or more of
the general partners, because they cannot be located or they refuse to
cooperate or join in the offer, the offer may still be accepted if the investigation
is able to establish that there is no collection potential from the non-
participating partner(s).

Note: If the offer is being rejected based on the failure of a general partner to
submit financial information, the OE/OS should determine an appropriate
resolution to the partnership account. Refer to IRM 5.8.7.10, Alternative
Resolutions and Collection Assignment.

5.8.4.21.3
(09-24-2020)
Offers from Operating
Businesses

(1) Trust fund taxes are taxes withheld or collected from an individual and paid
over to the government on that person’s behalf. See IRM 5.7.3, Establishing
Responsibility and Willfulness for the Trust Fund Recovery Penalty (TFRP), for
a list of tax returns used to report trust fund taxes and where assessment of
the TFRP based on the liabilities reported on the returns is possible.

(2) When an offer is accepted to compromise trust fund tax owed by an operating
business, the taxpayer is relieved of a significant operating expense. The effect
is to grant the delinquent taxpayer an economic advantage over competitors
who are in tax compliance. The following procedures apply to all In Business
Trust Fund (IBTF) taxpayers, including sole proprietorships, partnerships,
limited liability companies, as well as corporations.

a. These taxpayers must remain in compliance while the offer is being con-
sidered. See IRM 5.8.7, Return, Terminate, Withdraw, and Reject
Processing; for required actions prior to returning the offer.

b. For offers involving corporate entities, or any entity in which assertion of
the TFRP is applicable: the trust fund portion of the tax liabilities must be
paid, the TFRP must be assessed against all responsible persons, a de-
termination made by an RO to not assert due to collectibility or dollar
criteria, or the trust fund package forwarded for assessment. See IRM
5.8.4.21.1, Trust Fund Liabilities, above for instructions on processing
these investigations in conjunction with open offers, including when the
aggregate outstanding trust fund liability is under the criteria established
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in IRM 5.7.4.2, TFRP Determination, Interviews and Investigations and
offers submitted under special circumstances discussed in IRM
5.8.11.3.2.1, Public Policy or Equity Compelling Factors.

(3) The following issues should be carefully reviewed and/or considered:

a. Depreciation – Do not allow depreciation. Instead allow necessary actual
monthly obligations paid to secured creditors on depreciable assets (i.e.
autos, equipment, or real estate loans).

b. Personal Expenses Paid by the Business – Financial statements must be
reviewed to ensure expenses such as car payments, insurance, utilities,
etc. are not claimed on both the Form 433-A (OIC) and the Form 433-B
(OIC).

c. Refer to IRM 5.8.10.2, Bankruptcy, for a discussion on factors to consider
in potential bankruptcy situations.

d. Field Visits to Evaluate Business Assets – When appropriate, a field call
should be made to validate the existence and value of business assets
and inventory for offers involving an operating business that will be rec-
ommended for acceptance. The OS should make the field call, if practical
after discussing with their group manager, or initiate an OI to request that
a call be made by another RO, if the taxpayer operates outside the OS
commuting area. If a field call has been previously made and assets
have been valued and documented, a field call would not be required.
The determination of whether a field call should be made will be based
on the type of business entity, assets involved, and if appropriate, discus-
sion with the field RO group manager to determine if a field call would be
an appropriate use of resources. A field call is a requirement on accep-
tances which the Territory Manager, Operations Manager, or Director is
the delegated approving official.

Exception: If after discussion with the RO group manager, it is deter-
mined a field call cannot be made, due to the taxpayer’s
geographic location, the AOIC history or ICS history will be
documented and the offer acceptance recommendation may
be submitted for approval.

Note: OIs referred per these instructions should be considered high risk
cases, code 100, and processed accordingly.

Exception: If the offer is being recommended for acceptance based on
Effective Tax Administration Public policy/Equity (NEH-ETA)
factors, a field call may be requested, yet is not a require-
ment.

(4) See IRM 5.8.5.27, Limited Liability Companies (LLC) Issues, for information on
handling LLC entities.

5.8.4.21.4
(04-25-2025)
Doubt as to Liability
(DATL)

(1) After initial processing, offers based on DATL of a TFRP or PLET are trans-
ferred to Area offices for assignment to an OS. All other DATL offers should be
forwarded with no initial processing, to the centralized DATL processing unit
located at the Brookhaven campus.

Note: The taxpayer is not required to submit an application fee or any TIPRA
payments with a DATL offer. Current compliance and submission of financial
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statements are NOT required. If the taxpayer’s offer is accepted, the five
year compliance aspects are not applicable.

(2) For offers based on DATL of a TFRP or PLET, the decision to accept or reject
rests primarily on a reconsideration of whether or not the person assessed was
responsible for and willfully failed to pay over the subject tax. Offers on as-
sessments of this nature that were determined by Appeals or that received an
Appeal hearing should have an OIC rejection letter mailed to provide the
taxpayer appeal rights. Collection is not responsible for any initial development
of the case or securing the closed administrative file. The rejection letter
should state the offer is being rejected since the initial determination was made
by Appeals. The offer file should be transferred to Appeals for consideration if
a timely appeal is submitted. Refer to IRM 5.8.7.7.5.1.1, Electronic Transmis-
sions of Rejected Appeals OIC cases to the Independent Office of Appeals.

(3) The taxpayer must offer a dollar amount. An offer for zero dollars on this basis
is not acceptable and is subject to perfection requirements. The amount may
be a lump sum or periodic payment, and is payable within 90 days of accep-
tance, unless an alternative payment term is approved at the time the offer is
accepted.

(4) The administrative file should be secured and reviewed to examine the
evidence that supported the assessment. New information, testimony or
documents presented by the taxpayer should be considered. Refer to IRM 5.7,
Trust Fund Compliance Handbook, for a discussion of the factors and evidence
that support an assessment of a TFRP or PLET.

(5) A DATL offer of a TFRP or PLET liability should be resolved in one of the
following ways:

If... Then...

No new information is available
and the TFRP or PLET file
supports the original assessment

Reject the offer.

Note: Rejection of a DATL offer
requires IAR review.
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If... Then...

Another amount of liability is de-
termined and the taxpayer agrees
to the finding

Prepare and submit Form 3870,
Request for Adjustment, to
correct the assessment and
secure a withdrawal of the offer,
advising the taxpayer if the offer
is withdrawn appeal rights will be
forfeited, or recommend accep-
tance of the offer for the correct
amount.

Note: The terms of Form 656-L,
Offer in Compromise
(Doubt as to Liability),
includes a provision for the
IRS to retain all prior year
refunds in addition to the
offer amount. Consider-
ation should be given to
whether offer acceptance
is the appropriate resolu-
tion when the taxpayer has
substantial refunds from
previous years which may
be applied to the liability in
excess of the offer
amount.

Another amount of liability is de-
termined and the taxpayer still
does not agree

Submit Form 3870 to correct the
assessment and recommend
rejection of the offer.

The Administrative file does not
support the assessment

Abate the assessment in full and
secure a withdrawal of the offer.

The TFRP files cannot be located
and/or reconstructed

Consult with Counsel to make a
determination if the offer should
be accepted.

(6) Before considering a DATL offer, first screen the Form 656-L to determine if it
can be considered and if all required documentation is attached. DATL offers
cannot be considered if any of the following conditions exist:

• It is clearly not the taxpayer’s intention to compromise the tax liability
based on the belief that it is incorrect. For example, taxpayers may erro-
neously submit the Form 656-L when the intent is to request an
installment agreement to pay the existing liability or to compromise the
liability on the basis that they cannot pay.

• The taxpayer seeks to compromise a tax period for an unassessed
liability, pending in Automated Underreporter (AUR), Substitute for
Return (SFR/ASFR), Combined Annual Wage Reporting (CAWR), or
Federal Unemployment Tax Adjustment (FUTA).

• Still under examination (-L freeze, CC AMDISA area office status codes
10 – 56).
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• The 30-day letter reporting the examination changes or statutory notice
of deficiency has been issued.

• If a determination is pending before the Tax Court.
• If the IRS referred the taxpayer’s case involving such a liability to the

Department of Justice (DOJ).

Note: IRS may assist DOJ with a financial analysis of an offer
submitted to DOJ, yet IRS has no authority to accept an offer on
any tax liabilities which are under DOJ jurisdiction.

(7) Examples of DATL offers that may be returned as solely to delay collection
are:

• Resubmission of offers that are based on offer explanations that have
previously been rejected or previously returned offers for which the
taxpayer has not provided any new information.

• Claims that the liability stems from the operation of a law that is unfair
(e.g., liability based on withdrawing funds from a 401(k) plan).

• Claims based on a divorce decree which stipulates the spouses each
owe certain portions of a joint liability (the government is not party to
such agreements).

• Those that do not raise a valid liability issue or that give no reason for
DATL basis.

• Frivolous or patently groundless offers such as those that assert the
types of tax arguments listed in Notice 2010-33 and Notice 2006-31. In
egregious situations, assertion of the penalty for a frivolous submission
may be appropriate. Refer to IRM 5.8.10.13 , Offer in Compromise Sub-
mission with Frivolous, Delaying or Impeding Issues.

(8) If an RO determines the offer should be returned in accordance with IRM
5.8.4.7.1 , Offer Submitted Solely to Delay Collection, a Form 657, Offer in
Compromise – Revenue Officer Report, with the “Yes” block checked to
indicate the offer was submitted “solely to delay collection”, should be
submitted with the offer with appropriate supporting documentation.

Note: If the liabilities covered by Form 656-L are in IDRS Status 26 and a Form
657 was not received, contact the RO assigned the balance due account to
advise of the receipt of the DATL offer. Request a Form 657 to determine
whether to consider the OIC.

5.8.4.21.4.1
(09-24-2020)
Doubt as to Liability
Issues during DATC
Offer Investigation

(1) In some instances, a taxpayer may submit a DATC offer although their intent is
to dispute the tax liability under DATL provisions. In these instances, the
OE/OS should discuss with the taxpayer whether withdrawal of the DATC offer
and submission of a DATL offer is appropriate. Since consideration of a DATL
and DATC offer cannot be considered at the same time, refer to IRM
5.8.10.14, Taxpayer Files both Doubt as to Liability and Doubt as to Collectibil-
ity Offers, as to the appropriate actions to address the taxpayer’s issues.
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5.8.4.22
(07-18-2017)
Other Cases

(1) An OIC may not be appropriate in the following situations: innocent spouse,
reversed credits, refund schemes , offers involving deferred IRC 965 payments
or assessments, and others. As always, each case must be evaluated on its
own merit before returning or rejecting an offer under the identified basis. If
appropriate, the offer may be returned without further consideration or investi-
gation.

5.8.4.22.1
(04-25-2025)
Claims for Relief from
Joint and Several
Liability under Section
6015 (Commonly
Referred to as Innocent
Spouse Claim)

(1) When one spouse files a claim for relief from joint and several liability and the
other spouse submits an OIC, the IRS employee considering the section 6015
claim should be contacted prior to proceeding to ensure there are no reasons
to delay the investigation of the OIC until the section 6015 claim is resolved.

(2) If a taxpayer files a DATC offer but raises relief from joint and several liability
issues during the investigation, the issue should be discussed with the
taxpayer. Inform the taxpayer that a requesting spouse is not entitled to relief
from joint and several liability under section 6015 for any year for which the
requesting spouse has entered into an offer in compromise. See Treas. Reg.
1.6015-1(c)(1). If after discussion with the taxpayer it is determined a claim
should be filed with the Cincinnati Centralized Innocent Spouse Operations
Unit (CCISO) , the taxpayer should be requested to withdraw the offer after
being advised withdrawing the offer will not allow the taxpayer any appeal
rights or result in the refund of any payments made with the offer. If the
taxpayer files a claim, the OE/OS should forward the claim to CCISO.

(3) If IDRS indicates the taxpayer has an open claim for relief from a joint and
several liability, or if a DATC offer and a claim for joint and several liability are
filed simultaneously, ask the taxpayer to withdraw the offer unless CCISO
advises that the claim will be closed immediately with no change.

(4) If the taxpayer refuses to withdraw the offer and a claim is submitted or
CCISO indicates a claim already pending appears valid and the taxpayer will
not withdraw the offer, the offer investigation should be suspended pending
disposition of the section 6015 claim.

Exception: If the IRS received date becomes 18 months or older, the offer should
be returned as “Other Investigations Pending” and the taxpayer
advised an offer may be submitted once the Innocent Spouse claim is
resolved.

5.8.4.22.2
(05-10-2013)
Reversed Credits

(1) There may be situations when the taxpayer intentionally claimed a credit in
order to receive a larger refund than legally entitled to, e.g. first time
homebuyer, EITC, Advance Child Tax Credit (ACTC), etc. During the investiga-
tion of an offer involving these types of adjustments, it may be necessary to
secure a copy of the audit work papers to determine the cause of the liability,
the amount, the frequency, and whether the claimed credit was intentionally
fraudulent. Offers where the taxpayer intentionally and knowingly claimed a
credit for which they were not entitled may be rejected as not in the best
interest of the government.

5.8.4.22.3
(05-10-2013)
Refund Schemes

(1) Situations involving refund schemes, i.e. unsubstantiated withholding on forms
W-2 and 1099 OID, and erroneous refundable credits, in which the taxpayer
received fraudulent refunds, may be rejected as “not in the best interest of the
government”.
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Note: The taxpayer’s compliance history over a number of years subsequent to
being involved in the scheme may be taken into consideration in determining
whether to investigate the taxpayer’s offer.

5.8.4.22.4
(07-18-2017)
Preparer, Promoter,
Appraiser, Material
Advisor, and Aiding &
Abetting Penalties

(1) The Examination function puts considerable time and effort into assessing
these civil penalties, which are intended to increase voluntary compliance. The
penalties are quite serious in nature. Collection of the assessed penalties is
essential to preserving their compliance impact.

(2) These civil penalty modules are identified by Master File Tax (MFT) 13 for
Business Master File (BMF) or MFT 55 for Individual Master File (IMF), with
specific penalty reference numbers depending on the code section of the
penalty. Refer to IRM 25.24.4, Return Preparer Misconduct Field Collection.

(3) Absent unique special circumstances any offer submitted which includes these
type of penalties should be rejected as “not in the best interest of the govern-
ment”. See also IRM 5.8.7.7.1, Not in the Best Interest of the Government
Rejection.

5.8.4.22.5
(04-25-2025)
Identity Theft

(1) An offer in compromise may be submitted for consideration which includes tax
periods having Identity Theft (IDT) issues. Guidance in IRM 25.23.2.4, IDT In-
dicators - Tax Related, provides information on the identification of tax periods
involved in IDT and appropriate actions.

(2) The identification of an IDT issue does not prohibit investigation of the offer.
Each case will need to be considered on its own merit since there may be
unique issues impacting the case decision.

(3) Identification of IDT situations may be determined by internal research or infor-
mation secured from the taxpayer or their representative. Tax periods involving
open IDT cases are identified by TC 971 AC 522 on the tax module. Also
review for a TC 971 AC 501/506 on the tax year involved which indicates all
identity theft tax administration issues have been resolved from the taxpayer’s
perspective.

Example: While researching IRPTR you identify the taxpayer has multiple income
sources. The CIS only shows one employer and the taxpayer verifies
they have not worked for the other entities listed. Refer to IRM
25.23.2.3, Identity Theft Claims - General Guidelines for information on
the completion of Form 14039, Identity Theft Affidavit. If appropriate,
have the taxpayer download the form at IRS.gov or if requested, send
the form to the taxpayer. Request the completed Form 14039 , Identity
Theft Affidavit be returned within 10 days.

(4) The OE/OS should send the completed Form 14039 with a Form 4442, Inquiry
Referral to Taxpayer Services Identity Theft and highlight the fact the taxpayer
has an open offer in compromise.

(5) IDTVA Specialities (formally IDTVA Compliance) will take the appropriate
actions including input of TC 971/522 and work the case under Priority Code 2.
Upon case closure, the Headquarters Compliance Liaison will be contacted so
notification can be provided to the offer program.
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(6) The OE/OS should set a follow-up for 30 days to allow time for the initial pro-
cessing of the IDT form and input of TC 971/522.

(7) COIC OE will update the AOIC Case Category Code to 15, Identity Theft, and
report time under 810–66012. Document the AOIC case history.

Note: Time reported is for discussion with the taxpayer on IDT issues and the
completion of the 4442 and forwarding of the referral only.

(8) Field OS will update the AOIC Case Category Code to 15, Identity Theft, and
report time on ICS. Document ICS/AOIC case history.

(9) The OE/OS should complete the financial analysis to determine an RCP.

(10) If the tax period(s) involved in the IDT issue are not included in the offer and
there is no expectation an additional tax liability will be assessed against the
taxpayer, the OE/OS should take the following actions:

• If the offer amount is equal to or exceeds the taxpayer’s RCP, proceed
with offer acceptance.

Note: Information on the IDT period(s) must be provided to MOIC with
the acceptance file and documented in the AOIC remarks to
avoid default of the offer. In addition, it will not be necessary to
input or request input of the TC 470 CC 90, since the case will
be in Status 71.

• If offer amount is less than RCP and taxpayer unwilling or unable to
increase the offer, proceed with rejection.

(11) If the tax period(s) involved in the IDT issue are included in the offer or there is
an expectation an additional tax liability will be assessed against the taxpayer,
the OE/OS should take the following actions:

• If the offer amount is equal to or exceeds the taxpayer’s RCP, monitor
the IDT actions and proceed with acceptance once all IDT issues are
resolved. Once the TC 971/522 is input and a determination is made to
recommend acceptance of the offer, the OE/OS should discuss with
their manager appropriate assignment for monitoring of the offer. If there
remains less than six months on the TIPRA 24 month mandatory accep-
tance timeframe and there is no resolution to the IDT issue, the
taxpayer should be requested to withdraw the offer. If the taxpayer is
unwilling or does not respond to requests for contact, the offer may be
returned as other investigations pending.

• If the offer amount is less than RCP and the taxpayer is unwilling or
unable to increase the offer, proceed with rejection.

5.8.4.22.6
(04-25-2025)
Return Preparer Fraud
or Misconduct

(1) A taxpayer becomes a victim of return preparer fraud when the tax return
preparer (paid or otherwise) completes a tax return for a taxpayer and without
the taxpayer’s knowledge makes changes to that return resulting in a benefit to
the preparer or third party. Taxpayers may be unaware there is an issue until
contact by the IRS, well after all refunds have been issued.

Note: Refer to IRM 25.24, Return Preparer Misconduct Program for guidance on
the required actions that must be taken when an individual taxpayer alleges
return preparer misconduct (RPM) with respect to the taxpayer’s tax return.
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(2) There are many variations on the scenarios involving a preparer who has
committed fraud or misconduct on the taxpayer’s return. Here are some of the
common scenarios:

Example: (Unauthorized Filing) - A taxpayer communicates with a return
preparer, but for some reason decides not to use this preparer and
never authorizes a return filing. Later, the taxpayer attempts to electroni-
cally file a return but the IRS rejects the e-filed return. The taxpayer then
learns the IRS has already processed a return submitted by the
preparer, who directed the refund to an account not belonging to or
under the control of the taxpayer.

Example: (Authorized filing, Altered return information and No Additional
Refund Due to the Taxpayer) - The taxpayer was in contact with a
preparer and did authorize a return filing, but states tax data (exemp-
tions, income, expenses, deductions, credits, etc.) on the return was
altered before it was filed to include items which were not authorized.
The preparer splits the refund by using Form 8888, Allocation of Refund
(Including Savings Bond Purchases), so that the taxpayer receives the
refund expected, while the preparer direct deposits the excess (fraudu-
lent) refund to a different bank account under the preparer’s control.

Example: (Authorized filing, Altered return information and Taxpayer Request-
ing Additional Refund) - The taxpayer was in contact with a preparer
and did authorize a return filing, but states tax data (exemptions,
income, expenses, deductions, credits, etc.) on the return was altered
before it was filed to include items which were not authorized. The
taxpayer only receives a portion (or none) of the correct refund
expected.

Example: Misdirected Refund - The taxpayer was in contact with a preparer and
did authorize a return filing, but states although no tax data was altered,
the direct deposit information or mailing address for the refund check
was altered, diverting all or a portion of the refund to the preparer.

(3) Be careful to distinguish between return preparer fraud and identity theft that
was committed by a return preparer.

Example: If the taxpayer authorized a preparer to prepare and file the taxpayer’s
return, but the preparer altered items of income/deductions/credits/
withholding to obtain a larger refund without the taxpayer’s knowledge
and consent, this is return preparer fraud and you must follow the proce-
dures in this subsection. In contrast, for tax year 2018, the taxpayer filed
the return and did not use a preparer. However, unbeknownst to the
taxpayer, the preparer used in 2017 filed a 2018 return using the taxpay-
er’s SSN without permission. This is identity theft, and you must follow
the procedures in IRM 5.8.4.22.5, Identity Theft.

(4) Modules identified with preparer fraud or misconduct should not prohibit inves-
tigation of the offer. Each case will need to be considered on its own merit
since there may be unique issues impacting the case decision. Be sensitive to
the adverse impact that being a victim of Return Preparer Fraud may have
upon a taxpayer and the ability to pay.
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Note: If the offer is to be accepted, information on the IDT period(s) must be
provided to MOIC with the acceptance file and documented in the AOIC
remarks to avoid default of the offer.

(5) If misconduct is detected, in addition to the actions required under (6) of this
subsection, refer to IRM 5.8.10.9.3, Referring Tax Practitioner Misconduct to
the Office of Professional Responsibility, and IRM 5.8.10.9.4, Preparation of
Form 8484, Report of Suspected Practitioner Misconduct and Report of
Appraiser Penalty to the Office of Professional Responsibility (OPR).

(6) COIC OE Reporting Procedures:

• Report time under 810-66013.

Note: Time reported is for completion of the 4442 referral only

• Document the AOIC case history.

(7) Field OS Reporting Procedures: Document ICS/AOIC case history.

Note: Unlike Identity Theft (IDT) procedures, at this time Field OS have no time
reporting requirements for cases identified as Return Preparer Fraud or Mis-
conduct.

(8) If a Notice of Federal Tax Lien (NFTL) has been filed and the entire balance
due covered by the NFTL is due to return preparer misconduct or fraud,
request a certificate of release under IRC 6326 erroneous NFTL provisions
pursuant to IRM 5.12.3.9, Erroneously Filed Notice of Federal Tax Lien. These
releases contain a statement that the filing was erroneous and are requested
through Specialty Collection - Advisory. Advisory also issues the Letter 544,
Letter of Apology Erroneous Filing of Notice of Federal Tax Lien. At the taxpay-
er’s written request, a copy of the release and letter of apology may be
furnished to creditors or credit bureaus. Instruct the taxpayer to provide names,
mailing addresses, and permission to disclose the information, see IRM
5.12.3.10.1, Return Preparer Misconduct Situation, for further direction.

5.8.4.22.7
(09-24-2020)
IRC 965 (Transition Tax)
Liabilities

(1) IRC 965 provides that certain taxpayers must pay transition tax on untaxed
foreign earnings of certain specified foreign corporations as if those earnings
had been repatriated to the United States. Provisions of IRC 965 allow a
taxpayer to elect to pay its IRC 965(h) net tax liability in installments over eight
years (IRC 965(h)) or, if the taxpayer is a shareholder in an S corporation
which is a United States shareholder of a deferred foreign income corporation,
to elect to defer the assessment of its IRC 965(i) net tax liability until a trigger-
ing event occurs (IRC 965(i)).

(2) IRC 965 assessments and potential assessments may be identified by the
following transaction codes:

• TC 971 AC 114 - the total IRC 965 tax that is included in the TC 150
amount. If the TC 971, AC 114 is $0.00, the deferral may be under IRC
965(i), meaning the assessment of the tax liability is deferred until a trig-
gering event.

• TC 971 AC 115 - the IRC 965(h) deferred tax amount as reported by the
taxpayer. There should only be a TC 971 AC 115 if an IRC 965(h)
election was made, otherwise there will only be a TC 971, AC 114 on
the module.
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• TC 766 CRN 263 - The amount of the IRC 965(h) net tax liability under
IRC 965 payment of which the taxpayer is deferring. Taxpayers who
make an IRC 965 (h) election may make installment payments for up to
8 years. For the first year, this credit amount could be up to 92% of the
net IRC 965(h) tax liability under IRC 965 that is included in the TC 150.

(3) If an offer which includes IRC 965 net tax liability is deemed processable, com-
pliance screening and other initial offer actions should be completed in
accordance with IRM 5.8.4.6, Initial Compliance Screening and IRM 5.8.4.7,
Initial Offer Actions. If a tax year is included on the offer which only has tax
deferred under IRC 965(i) or payment deferred under IRC 965(h), which has
not been accelerated, the taxpayer should be requested to remove the tax
year from the offer. If the taxpayer refuses to remove such tax year, the offer
should be closed as a processable return.

(4) If an IRC 965 liability has been assessed and no election was made under IRC
965(h), the tax may be included in the offer. The verification of the taxpayer’s
financial information in these situations may include assistance from an ATAT
RO to determine if the taxpayer is retaining any foreign assets and the valuing
of those foreign assets. Foreign Account Tax Compliance Act research should
also be completed if the offer is being recommended for acceptance.

(5) If the taxpayer made an IRC 965(h) election and the offer is going to be rec-
ommended for acceptance, the tax liability may be included in the offer, if
acceleration has taken place under IRC 965(h)(3) such that the entire amount
of the IRC 965(h) net tax liability is currently due and if the taxpayer had not
previously entered into a transfer agreement and assumed another taxpayer’s
IRC 965(h) net tax liability which is now included in the offer.

(6) Income tax assessments, other than IRC 965 liabilities, on tax years which
also include deferred assessment per IRC 965(i) may be compromised, yet the
taxpayer must be specifically advised of the language on Form 656 which
states IRC 965(i) net tax liabilities are not included in the compromise
proposal. The offer case file must be clearly documented relative to this dis-
cussion with the taxpayer or their representative.

(7) The unique nature of these assessments requires a thorough review of any tax
periods in which the taxpayer has reported or may be required to report Transi-
tion taxes under IRC 965. The reviewer must determine if the potential exists
for a tax liability based on a qualifying event or deferral of payments due. Any
compromise determination must document this review and include information
on the elections the taxpayer has made to ensure proper resolution to the tax-
payer’s account. In certain circumstances, based on the dollar amount of the
IRC 965 assessment or other factors, assistance may be requested from Ex-
amination in evaluating whether the IRC 965 tax has been reported in
accordance with the regulations.

Note: Due to the unique nature of offers involving IRC 965 liabilities, the OS must
complete a thorough review of the taxpayer’s financial situation in order to
evaluate whether acceptance of an offer involving this tax is in the govern-
ment’s interest. Any acceptance to compromise a tax period which includes
an IRC 965 liability or potential liability must be approved by the Territory
Manager or Operations Manager. If it is determined the taxpayer is attempt-
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ing to avoid the payment of this tax through dissipation or transfer of assets,
the offer may be rejected under not in the best interest of the government.

5.8.4.23
(09-24-2020)
Liabilities Other than
Internal Revenue Code
Title 26

(1) The IRS only has the authority based on IRC 7122 to compromise tax liabilities
arising under the Internal Revenue Code, Title 26. In some instances,
taxpayers will include liabilities on a Form 656 which may not be compromised
by IRS as a matter of law. In these instances, any liabilities the IRS has no
authority to compromise must be removed from the offer Form 656 before the
investigation begins. This subsection identifies some of the more common li-
abilities, yet any liability the IRS has no authority to compromise should never
be included on the Form 656.

Note: If an OIC is submitted that includes liabilities that are not eligible for compro-
mise, an amended Form 656 is required. If the taxpayer is unwilling to
remove the ineligible liabilities, the appropriate resolution would be a pro-
cessable return of the taxpayer’s offer.

(2) When determined to allow for efficient collection of tax and non-tax liabilities,
the offer may include an attachment which provides a condition that a default
of the offer may occur if the taxpayer fails to honor payment terms associated
with amounts owed to the Department of Justice. In these instances, the
wording of the attachment must be approved by Area Counsel.

5.8.4.23.1
(04-25-2025)
Offers in Compromise
Submitted that Include
Restitution

(1) An offer may be submitted by a taxpayer who also has been ordered to pay
restitution. Although the IRS is authorized to pursue collection of a restitution-
based assessment (RBA), an OIC may only address a taxpayer’s civil tax
liabilities, not any criminal restitution. Since the IRS does not have the
authority to compromise restitution, any restitution or associated RBAs should
not be included in any OIC.

(2) If an OIC is submitted by a taxpayer who also owes criminal restitution to the
IRS, the offer may be considered for all civil tax liabilities other than restitution
based assessments (RBA). The offer must still include all tax periods with a
civil tax liability other than RBA. Inform the taxpayer that the offer has no effect
on any court-ordered restitution or RBA. The taxpayer is still required to make
payments in compliance with any restitution order, and the IRS may separately
pursue collection on any RBA. Any issues regarding restitution payments
should be directed to the Advisory probation liaison. If the taxpayer is unwilling
to remove the RBA from the terms of the offer, the appropriate resolution
would be a processable return of the taxpayer’s offer.

Example: Taxpayer submits an OIC for tax years 2021 thru 2023. The civil tax as-
sessments for the 2021 and 2022 tax years are based on a court order
requiring the taxpayer to pay $20,000 in restitution for these years. An
offer may be considered for the taxpayer’s civil tax liabilities for tax year
2023 .The taxpayer will separately continue to owe the full amount of
court-ordered restitution for 2021 and 2022.

Example: Taxpayer owes restitution for tax year 2020, but has no corresponding
civil tax assessment in that year. Taxpayer does have civil tax liabilities
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in 2018 and 2019. An offer may be considered for the taxpayer’s 2018
and 2019 years. The taxpayer would separately continue to owe the
court-ordered restitution for 2020.

Example: The court orders payment of restitution to the IRS for the 2023 tax year
in the amount of $50,000. The IRS makes a restitution based assess-
ment (RBA) in the amount of $50,000, which is reflected on Master File
(MF) as a RBA for the 2023 tax year. MF also includes the civil tax as-
sessment in the amount of $30,000 and pursuant to further examination,
the IRS assesses additional tax, interest, and penalties in the amount of
$10,000 for the same tax year. The IRS may compromise the civil tax
assessment ($30,000) and the additional amount assessed as civil tax
liabilities ($10,000). The taxpayer will separately continue to owe the
$50,000 in restitution, which is reflected on MF as a $50,000 RBA.

Reminder: The acceptance of the offer to compromise the civil tax assessment
does not impact the RBA and the taxpayer is still responsible for any
outstanding balance of the RBA.

(3) Questions relating to the terms of a restitution order (e.g., amount awarded,
tax periods covered) should be directed to the special agent assigned to the
case or the Advisory probation liaison. Defendants seeking to modify a restitu-
tion order should be directed to contact their probation officer. See IRM
5.1.5.15, Restitution, for more information.

(4) If an offer is accepted and the taxpayer has RBA and/or restitution outstanding,
AOIC remarks must be documented clearly so MOIC is aware coordination will
be required with advisory relative to the application of payments. Additionally,
due to the potential for payment cross referencing, abatement of the liabilities
compromised should be coordinated with the unit that completes the RBA
cross references. In some instances, it may be appropriate to wait until the
CSED has expired, although a release of the NFTL would be appropriate when
the terms are met.

Note: If an offer acceptance is being recommended which includes a tax module
with both civil tax assessments and RBA, the OE/OS must provide the facts
to Collection Policy for review prior to forwarding to Area Counsel. Addition-
ally, all acceptance recommendations involving tax periods which include civil
tax liabilities and a RBA must be reviewed by Area Counsel prior to the ac-
ceptance letter being issued.

5.8.4.23.1.1
(04-25-2025)
Restitution Payment
Schedule

(1) If a taxpayer has been ordered to pay restitution, then any changes to the
terms of a restitution payment schedule in a Judgment and Commitment Order
can only be made pursuant to the order of the same court that issued a restitu-
tion order.

Note: The existence of a payment schedule in the Judgment and Commitment
Order does not prevent or otherwise limit the IRS from pursuing administra-
tive collection of the full amount of restitution ordered. A payment schedule
only instructs the taxpayer to pay no less than that amount for the period
specified. When determining whether administrative collection is warranted
while a taxpayer is making timely payments pursuant to the restitution
order’s payment plan, the IRS will consider the taxpayer’s ability to pay.
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(2) The defendant must notify the court and the Department of Justice of any
material change in the defendant’s economic circumstances that might affect
the defendant’s ability to pay. The U.S. may also notify the court of a change in
the defendant’s economic circumstances. Upon receiving notice of such
change, the court may, on motion of a party or on its own motion, adjust a res-
titution payment schedule or require immediate payment in full, as the interests
of justice require. See 18 USC 3644(k). A defendant seeking to adjust a resti-
tution order or payment schedule should consult with the assigned probation
officer.

5.8.4.23.1.2
(04-25-2025)
Identification of
Restitution Assessments

(1) Prior to the enactment of Public Law 111-237, the amount of restitution ordered
payable to the IRS in a criminal case could not be assessed as a tax. The
Firearms Excise Tax Improvement Act of 2010, the FETI Act , Public Law No.
111-237, amended IRC 6201 to provide that the IRS shall assess and collect
the amount of restitution ordered in a criminal case for failure to pay any tax
imposed by the Internal Revenue Code in the same manner as if such amount
were such tax. The law applies to restitution orders entered after August 16,
2010. See IRM 5.1.5, Field Collecting Procedures - Balancing Civil and
Criminal Cases.

Note: Although the FETI act allows for the assessment of restitution, the IRS still
may not compromise or change the terms of any restitution order. However,
to the extent there is a payment plan set out in the court’s restitution order,
the taxpayer is not prohibited from paying the IRS more than the minimum
payment amount provided in the restitution order and the IRS is not prohib-
ited from pursuing administrative collection for the amount of restitution
ordered. When determining whether administrative collection is warranted
while a taxpayer is making timely payments pursuant to the restitution
order’s payment plan, the IRS will consider the taxpayer’s ability to pay.

(2) Since the enactment of the FETI Act a restitution assessment may be estab-
lished on IDRS. This assessment is created on MFT 31 for the taxpayer(s)
ordered to pay restitution to the IRS. Other identifying factors are:

• Transaction code (TC) 971 with Action Code (AC) 102 will be used to
identify these modules as restitution assessments.

• TC 290 with reason codes 141 through 149 will be used to assess the
restitution amount.

• TC 971 with AC 180 through 189 will reflect the type of tax and tax
periods for which restitution was ordered.

Reminder: Since the IRS has no authority to compromise restitution, an accepted
offer in compromise must never include any MFT 31 restitution based
assessments.

5.8.4.23.2
(04-25-2025)
Foreign Bank and
Financial Reporting
(FBAR) Assessments

(1) An offer may be submitted which includes FBAR assessments or a taxpayer
who submitted an offer to compromise their tax liabilities also has assessments
based on FBAR. Since, the IRS does not have authority to compromise as-
sessments based on FBAR, the taxpayer should be requested to submit an
amended offer to remove FBAR liabilities which are included on the Form 656.

Note: FBAR penalties are assessed under Title 31 and do not appear in IDRS.
FBAR penalties will not be accepted for compromise regardless of the title
section of the assessment.
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(2) If the taxpayer has a liability for assessments under FBAR, an offer for tax li-
abilities other than the FBAR may be investigated. During the review of the
taxpayer’s financial information, the OE/OS should conduct additional investi-
gation actions to determine if the taxpayer continues to have assets outside
the United States. Review the ICS history to determine what research may
have been conducted by a field revenue officer. The OE/OS may also issue an
other investigation (OI) to an ATAT or International RO group to research
FinCEN and/or CBRS to assist in identifying current foreign assets in which
they retain an interest.

Note: The taxpayer may also have pending assessments related to Offshore
Voluntary Disclosure Initiative.

(3) If the taxpayer is unable or unwilling to submit an amended offer removing the
FBAR liabilities, the offer should be closed as a processable return.

5.8.4.23.3
(09-24-2020)
IRC 6901 - Transferee
Liability

(1) Courts recognize that transferee liability may arise under applicable state law
transferee liability theories. IRC 6901(a)(1)(A)(i) authorizes the assessment of
transferee liability, at law or in equity, in the same manner as the liability for
income taxes. This provision, however, does not create any separate liability; it
merely provides a secondary method for enforcing the existing liability of the
transferor. Since the substantive question of whether a transferee is liable for
the transferor’s obligation depends upon state law, transferee liabilities arising
under state law that the IRS collects under section 6901 should not be
included in any offer.

5.8.4.24
(04-25-2025)
Periodic Payments
Required with Offer in
Compromise
Submissions

(1) IRC Section 7122(c), as amended by the TIPRA, requires OIC’s submitted on
or after July 17, 2006 (and not subject to waiver with respect to low income
taxpayers or offers submitted based solely on DATL) must be accompanied by
partial payment of the proposed offer amount. These payments are applied to
the tax liabilities included on the offer and are in addition to any application fee
imposed.

(2) The form of these partial payments depends on the taxpayer’s proposed offer
and its terms.

a. A lump sum offer (defined as payable in five or fewer payments within
five months of offer acceptance) must be accompanied by a payment of
20% of the offered amount, unless an exception as discussed in IRM
5.8.1.15.4, Payments exists.

b. A periodic payment (defined as payable in six to 24 months or through
the statutory period) must be accompanied by payment of the first
proposed installment, and additional payments must be paid in accor-
dance with the taxpayer’s proposed offer terms while the IRS evaluates
the offer. The total installments may not exceed 24 months.

(3) If the taxpayer qualifies for the Low Income Waiver, the taxpayer is not
required to pay the application fee, or TIPRA payment(s), including any
periodic payments, until accepted.

(4) If a periodic payment offer is accepted, and the taxpayer qualified for a Low
Income Waiver, the 24-month timeframe for paying the accepted offer amount
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will start on the date of written notice of acceptance. At that time, the taxpayer
will begin making the payments in accordance to the terms of the accepted
offer.

(5) While a periodic payment offer is being evaluated by the IRS, the taxpayer
must make proposed payments as they become due. There is no requirement
that the payments be made monthly or in equal amounts.

(6) The IRS is not bound by either the offer amount or the terms proposed by the
taxpayer. The OE/OS may determine that the proposed offer amount is too low
or the payment terms too protracted to recommend acceptance. In this
situation, the offer investigator may advise the taxpayer that a larger amount or
different terms would likely be recommended for acceptance.

(7) Taxpayers who qualify for waiver of the application fee are also exempt from
making the required TIPRA payment(s). If during the investigation, it is discov-
ered that the taxpayer does not qualify for the waiver, contact the taxpayer and
make one request by telephone or secure messaging for the required
payment(s) and the application fee. Allow 15 calendar days for the taxpayer to
submit the payment(s) and fee. If the taxpayer cannot be reached issue an
additional information letter to notify of the need to make the payment(s) and
allow 15 calendar days from the date of the letter to submit the payment(s). If
the taxpayer or POA fails to submit the payment or request an extension of
time within 30 days from the date of the letter, close the offer as a involuntary
withdrawal, using the appropriate withdrawal letter. Document the ICS or AOIC
history. See IRM 5.8.7.4.2, Involuntary Withdrawal.

(8) If the taxpayer submitted the application fee, and TIPRA payment in addition to
checking the Low Income Certification box, and it is discovered that the
taxpayer does not qualify for the waiver, the offer investigator should refer to
IRM 5.8.4.7, Initial Offer Actions para. (2) for guidance relative to the applica-
tion of any payments submitted with the offer.

(9) If the taxpayer submitted a periodic payment offer, the OE/OS will make one
request by telephone for the taxpayer to make up the past due TIPRA
payment(s) from the date of submission to the date of discovery. Allow 15
calendar days for the taxpayer to submit the payment(s). The taxpayer will
then be required to make payments in accordance to the terms of the offer
when submitted during the remainder of the investigation. If the taxpayer
cannot be reached , issue an additional information letter to notify of the need
to make the payment(s) and allow 15 calendar days from the date of the letter
to submit the payment(s). If the taxpayer or POA fails to submit the payment or
request an extension of time within 30 calendar days from the date of the
letter, close the offer as a involuntary withdrawal, using the appropriate with-
drawal letter. Document the ICS or AOIC history. See IRM 5.8.7.4.2,
Involuntary Withdrawal.

Reminder: If the taxpayer is enrolled in secure messaging, you may send the letter
to the taxpayer via a secure message instead of mailing it. If the
taxpayer has a representative who is enrolled in secure messaging, you
may also send a copy of the letter to the representative via secure
messaging.

(10) Situations may exist where the offer investigation has been completed and it
has been determined the offer will not be accepted prior to determining the
taxpayer has missed an installment of their periodic payment offer. In these
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instances, when contact is made with the taxpayer to secure the missed install-
ment(s), whether by telephone, or correspondence, in addition to advising the
taxpayer the offer will be processed as an involuntary withdrawal if the install-
ment is not paid, the OE/OS should also advise the taxpayer that even if the
taxpayer makes the required installments, the offer will be recommended for
rejection. Providing a copy of the IET and AET may also be appropriate. The
appropriate next action should be taken based on the taxpayer/POA response.

(11) Taxpayers may designate how the required TIPRA payments are to be applied
to the taxpayer’s liabilities. The request for designation must be made in writing
when the offer is submitted (in the case of the initial payment) or when the
payment is made (in the case of periodic payments made for a periodic
payment offer). Once a designation of payment is made, it cannot be changed
at a later time. The written payment designation must clearly explain how these
payments are to be applied to specific tax periods or liabilities (e.g., income
taxes, employment taxes, trust fund portions of employment or excise taxes,
etc.). This written payment designation must become part of, and remain with,
the offer case file.

(12) In the absence of any written payment designation by the taxpayer when the
payment is made, the IRS will apply the payments in the best interest of the
Government.

Note: Form 656 may include a designation of the initial TIPRA payment, it does not
serve as a designation for any periodic payments.

(13) COIC will process the required initial TIPRA payment accompanying periodic
payment offers prior to transferring an offer to an OS or Grade 12 OE. For
offers submitted by corporations to compromise trust fund taxes, COIC will
apply the initial payment(s) to the tax liability with the earliest unexpired CSED.
OE/OS’s assigned to investigate these offers are responsible for transferring
the periodic payment(s), if necessary, in the best interest of the government as
defined in 5.8.4.25.1 below.

5.8.4.24.1
(04-25-2025)
Periodic Payments made
During the Offer
Investigation

(1) It is the responsibility of the OE/OS assigned the case to ensure that taxpayers
make the proposed periodic payments during the offer investigation. In
addition, the OE/OS must also ensure that required additional amounts are
paid if the taxpayer submits a revised OIC reflecting a larger proposed offer
amount and/or changes the offer from a periodic payment to a lump sum offer.

(2) If a periodic payment is received by an OE/OS with a Form 656-PPV, forward
the payment with the Form 656-PPV to the appropriate COIC address shown
on the form. An OS may process payments on Form 795 using ICS, yet if
processed through ICS, the AOIC payment screen should also be annotated.

(3) Upon receipt of a periodic payment received by the COIC site while the offer is
assigned to an OE/OS, COIC must annotate the AOIC payment screen or if
unable to access the payment screen, annotate AOIC history with the following
information:

• Date(s) of receipt
• Amount of the payment(s)
• Location (MFT and period) applied
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(4) It is the responsibility of the OE/OS to check the AOIC payment screen, AOIC
history and/or IDRS for verification of posted or pending payments that may
have been received in the COIC site.

(5) If a periodic payment is received by the OE/OS, the OE/OS will use Form
3244 to apply the payment(s) directly to the tax liability in accordance with the
taxpayer’s written payment designation, if any, submitted with the payment.

(6) If no written payment designation was submitted, apply the payment(s) directly
to a tax liability to the best interest of the Government.

(7) For offers submitted from entities other than corporations, apply the
payment(s) to the tax liability(ies) with the earliest unexpired CSED(s).

(8) For offers submitted from corporations or other entities subject to the trust fund
recovery penalty, apply payment(s) in the following descending order:

• To all Forms 1120, 940, and any other non-trust fund liabilities (in
earliest unexpired CSED order), if any; and

• To the following unpaid portions of all Form 941 periods (in earliest
unexpired CSED order):

• (1) Non-trust fund portion of tax (employer’s share of FICA)
• (2) Assessed lien fees and collection costs
• (3) Assessed penalty
• (4) Assessed interest
• (5) Accrued penalty to the date of payment
• (6) Accrued interest to date of payment
• (7) Trust fund portion of the Form 941 (employee’s and withholding

share of FICA)

(9) Annotate the AOIC payment screen or if unable to access the AOIC payment
screen, then annotate the AOIC history with the amount(s) and date(s) of
receipt.

Note: Use DPC 02 when posting periodic offer payments specified to the trust
fund portion when the offer was submitted by a corporate taxpayer. In all
other situations, use DPC 35.

(10) If the taxpayer fails to make a proposed installment for a periodic payment
offer, the OE/OS will allow one opportunity to pay the missing amount(s).
Attempt to contact the taxpayer by telephone, and allow 15 calendar days for
the taxpayer to submit the payment(s). If the taxpayer or the representative
cannot be reached , issue an additional information letter to notify of the need
to make the payment(s) and allow 15 calendar days from the date of the letter
to submit the payment(s).

a. If the taxpayer submits the payment(s) within 30 calendar days from the
date of the letter (allowing 15 calendar days for mail), continue the offer
investigation. In some cases, it may be necessary to allow additional time
for the taxpayer to submit the payments. Document the ICS or AOIC
history with the reason for the delay.

b. If the taxpayer fails to submit the payment or request an extension of
time within 30 calendar days from the date of the letter, close the offer as
a involuntary withdrawal, using the appropriate withdrawal letter.
Document the ICS or AOIC history.
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Note: Taxpayers will be afforded one opportunity to make up the missed
payment(s) for a periodic payment offer, including any amended offers,
unless special circumstances exist.

(11) The proposed offer amounts and terms submitted by a taxpayer dictate the
required periodic offer payments. The IRS is not bound by those same terms in
determining an acceptable offer. Therefore, OE/OS’s may negotiate different
offer terms, when appropriate.

(12) During evaluation of an offer, the OE/OS may determine that the proposed
offer is too low or the payment terms too protracted to recommend acceptance.
In this situation, the OE/OS will advise the taxpayer that a larger amount or
different terms would likely be recommended for acceptance. If the taxpayer
submits a revised offer reflecting a larger proposed offer amount or changing
the terms, one or more additional payments may be required, unless the
taxpayer qualified for the waiver. The taxpayer will be given credit for periodic
payments already made with respect to the original offer.

If... And... Then...

Original offer was a
lump sum offer

Revised offer is a
lump sum with a
greater proposed
offer amount

Taxpayer must pay
20% of the revised
amount, less any
payments already
paid toward the
original offer, with the
revised OIC.

Original offer was a
periodic payment

Revised offer is a
lump sum

Taxpayer must pay
20% of revised offer
amount, less any
payments already
paid toward the
original offer, with the
revised OIC.

Original offer was
periodic payment

Revised offer is
periodic payment with
greater proposed
offer amount and/or
different proposed
periodic amounts or
schedule

Taxpayer must make
the initial proposed
periodic payments in
accordance with the
terms of the revised
offer, and continue to
make the proposed
periodic payments
during evaluation of
the OIC.
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If... And... Then...

Original offer was
lump sum offer

Revised offer is
periodic payment with
greater proposed
offer amount

Taxpayer must make
the initial proposed
periodic payments in
accordance with the
terms of the revised
offer, and continue to
make the proposed
periodic payments
during evaluation of
the revised OIC.

(13) If the taxpayer submitting a revised or amended offer does not make the addi-
tional required payment(s), the OE/OS will return the offer as a processable
return using the appropriate AOIC generated letter.

Note: The exceptions to this rule are if the taxpayer was subject to the waiver with
respect to low income taxpayers or for offers submitted based solely on
DATL. These taxpayers are not required to submit payments with an
amended OIC.

(14) If the taxpayer fails to submit the revised offer, prepare the rejection letter.

(15) The OE/OS is responsible for ensuring TIPRA payments are made during the
investigation. Once the final determination letter has been issued, the OE/OS
is no longer required to monitor for payments.

5.8.4.24.2
(09-24-2020)
Offers in Status 60

(1) Once an OIC is determined processable, the taxpayer will only be required to
make the TIPRA payments. The case status will be changed to Status 71.

Note: If the taxpayer is on a DDIA or PDIA and there are delays in stopping the
payment deduction, any installment payment received after the offer receipt
date may be designated as an offer payment.

(2) If the offer is rejected, returned, withdrawn, or terminated, return the account
back to Status 60. Step-by-step instructions to take a taxpayer’s account from
Status 60 to Status 71 are provided on OIC SharePoint.

(3) If the taxpayer’s account is being returned to Status 60 based on a previous
installment agreement, a notice of federal tax lien should not be filed unless
the criteria in IRM 5.8.4.13, Notice of Federal Tax Lien, involving situations in
which the government’s interest is in jeopardy as discussed in paragraph (2) is
met. Prior to the NFTL being requested, the taxpayer must be advised of the
proposed NFTL filing and CAP rights.

5.8.4.25
(04-25-2025)
Third party
Authorizations

(1) Taxpayers who wish to be represented must submit a properly executed Form
2848, Power of Attorney and Declaration of Representative. If POA information
is located on CFINQ, load the information on the AOIC POA Screen and follow
the procedures described below. Input the representative’s information on
AOIC and retain a copy of the form in the paper case file. Forward the original
for recording on the Centralized Authorization File (CAF).
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(2) If the authorization/designation covers all periods, then the AOIC POA screen
should be updated appropriately. Send all original correspondence to the
taxpayer and provide a copy to the representative.

Note: Notices and communication can be sent to up to two authorized representa-
tives.

(3) Individuals who are not permitted to represent taxpayers with respect to collec-
tion matters (such as unenrolled preparers) may accompany taxpayers to
meetings if the taxpayer provides a properly completed Form 8821, Taxpayer
Information Authorization, or other proper authorization, and may receive and
provide information that relates to the offer investigation. They are not autho-
rized to represent the taxpayers or sign documents relating to offers in
compromise.

(4) If the authorization/designation does not cover all of the tax types and tax
periods that are included in the offer, do not enclose a copy of the taxpayer
correspondence with the cover letter to the representative. If a copy of the tax-
payer’s correspondence is not enclosed, the cover letter to the representative
should advise that the issue involves tax information the representative is not
entitled to receive based on the Form 2848 or Form 8821 on file, and instructs
them to contact the taxpayer. The letter sent to the taxpayer can request
completion of a Form 2848 to cover the missing periods.

(5) If during the investigation it is discovered that the POA no longer represents
the taxpayer, secure a letter revoking the POA and document the case history.
Remove the POA information from AOIC.

(6) Attorneys, Certified Public Accountants (CPAs), enrolled agents, or enrolled
actuaries are generally the only practitioners authorized to represent taxpayers
before the IRS on collection matters.

Note: An unenrolled return preparer is an individual, other than an attorney, CPA,
enrolled agent, or enrolled actuary, who prepares and signs a taxpayer’s
return as a preparer, or who prepared a return but is not required to sign the
return. An unenrolled return preparer cannot represent a taxpayer before the
IRS on any collection matter. An unenrolled return preparer, however, may
represent a taxpayer before the IRS in certain other limited situations. See
IRM 5.1.10.7.2, Right to Retain Representation.

Note: If a taxpayer does not have a representative, they may be eligible for assis-
tance from a Low Income Taxpayer Clinic (LITC). For LITC eligibility
guidelines see IRS Publication 4134, Low Income Taxpayer Clinic List.

(7) During the course of the investigation, a taxpayer may submit a Form 2848
designating a third-party as their representative or power of attorney, or a Form
8821 designating an appointee or may complete the third party designee
section on the Form 656, Offer in Compromise. When properly completed and
filed by the taxpayer, each of these forms defines the scope of permissible in-
teraction with a designated third party.

• Form 2848 authorizes an eligible individual (e.g. attorney, CPA, enrolled
agent, or enrolled actuary) to represent as well as receive confidential
information.
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• Form 8821 authorizes the designated individual to receive certain confi-
dential information.

Note: Form 8821 designees should be supplied copies of all OIC correspondence,
including the determination letter.

(8) If Form 8821 is missing critical information that can only be provided by the
taxpayer (e.g., tax years, type of tax, missing taxpayer signature, date) it will
be returned to the taxpayer.

(9) Information that may be disclosed to the designee is limited to the type of tax,
tax form number, tax years or periods, or specific tax matter that is listed on
the Form 8821, item 3.

(10) A designee who does not have a Form 2848 on file is not authorized to
respond to any type of correspondence on behalf of the taxpayer if the
response advocates a position that would indicate that the designee is taking
on a representational role.

(11) Where a recognized representative has unreasonably delayed or hindered an
examination, collection, or investigation by failing to furnish, after repeated
request, non-privileged information necessary to the examination, collection or
investigation, the IRS employee conducting the examination, collection, or in-
vestigation may be given permission to bypass the representative and contact
the taxpayer directly for such information. 26 C.F.R. 601.506(b) (Statement of
Procedural Rules). Prior to contacting the taxpayer directly, the IRS employee
must first initiate bypass procedures. See IRM 5.1.23.6, Bypassing a Taxpay-
er’s Representative, for procedures to bypass a POA.

5.8.4.26
(04-25-2025)
Expedite Handling

(1) There may be occasions where a taxpayer or representative may request
expedited processing of their OIC due to an emergency or perceived
emergency situation. Situations that may warrant expedited case processing
include:

a. A contract or business agreement requiring the taxpayer, as a condition
of the contract or agreement, to resolve the tax liability by a specific date.

b. Availability of the money to fund the offer is limited to a certain time.
c. A terminal illness may affect the ability to complete the payment terms.
d. A procedural or other issue creates the need for a new or amended offer

to be filed and the intent is only to correct the error/defect rather than
treat the offer as a new submission or rework the amended offer.

e. Taxpayers filed a joint offer which terminated due to the death of one
spouse and the surviving spouse submitted a new offer upon notice of
the terminated offer.

Note: Situations may arise that were not initiated by the taxpayer either via phone
contact, secure messaging (SM), fax, document upload tool (DUT), or mail.
Once identified that expedite processing may become necessary, follow (3)
and (4) below and discuss with your manager.

(2) Processing of Forms 656 must be given priority consideration and handled ex-
peditiously due to pending collection action.

(3) Offers received with a request for expedited processing should be referred to
management for a decision on whether or not expedited treatment is
warranted.
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Note: In certain instances, it may be appropriate for the manager to request verifi-
cation of the basis for the request for expedited treatment.

(4) If a decision is made to expedite offer processing, the manager should
document the AOIC history, indicating the basis for the decision. The Form 656
should be clearly labeled at the top Emergency Processing Requested, and an
immediate processability determination and assignment for investigation should
be made. Every effort should be made to close the offer within 90 calendar
days of receipt. In an attempt to bring the case to a prompt and timely resolu-
tion and to meet the special needs of the taxpayer, immediate contact should
be made with the taxpayer to request any additional information needed.

(5) If a decision is made not to expedite the case, the manager should document
the basis for the decision on the AOIC and ICS history. Contact the taxpayer
by telephone or correspondence explaining the basis for the decision. The
case should be worked under routine processing.
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