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STATEMENT IN SUPPORT OF OFFER IN cOMPROMISE

Relief Requested

Include in this section:

· Relief requested

· Section of code applicable

· Tax year request applies to

Ms. Fictitional Taxpayer (hereinafter “Ms. Taxpayer”) (use your client’s actual name, not “Taxpayer”) is a divorced, 67-year-old woman with an eighth grade education, suffering from spinal degeneration and dementia, who lives alone in a mobile home on a rented lot in rural Georgia.  Ms. Taxpayer respectfully submits this offer-in-compromise based upon doubt as to collectability, with special circumstances, for her tax liability of approximately $8,500 with respect to the tax years 2005 and 2006.(Not every OIC is with special circumstances. See website)
Under § 7122 of the Internal Revenue Code, “[t]he Secretary may compromise any civil or criminal case arising under the Internal Revenue laws prior to reference to the Department of Justice for prosecution or defense.”  Ms. Taxpayer submits her offer based upon doubt as to collectability, with special circumstances, as outlined by Regulation § 301.7122-1(b)(2)(effective as of July 18, 2002).  This section of the regulations includes doubt as to collectability, with special circumstances, as one of three grounds for compromise.  

The amount that Ms. Taxpayer offers is $25.(This amount varies depending on the financial information)
Procedural Background of Tax Matter

Include the following information in this section:

· Filing history of the year or years at issue

· Brief discussion of issues that gave rise to the liability

· Discussion of the issuance of the notice or IRS correspondence that triggered this memo and who in the IRS issued it (Examination, Appeals, Collections) and include a copy.
· Discussion of where current jurisdiction lies (Appeals, Counsel or Collections) and what transpired at lower level of IRS.

The amount owed by Ms. Taxpayer’s tax liability arose from unpaid federal income tax liabilities for the years 2005 and 2006 in the amounts of $X,XXXXX and $X,XXX,  respectively. (Or use chart if a lot of years)  Ms. Taxpayer filed her 2005 federal income tax return on February 16, 2009, which filing resulted in a tax liability she was unable to pay.  She received a Notice of Intent to Levy from the IRS on September 15, 2009.  A Federal Tax Lien was placed on her property on May 23, 2010.  See Exhibit __ (Account Transcript 2005).

Ms. Taxpayer filed her 2006 tax return on June 13, 2009, which filing also resulted in a liability she was unable to pay.  She received a Notice of Intent to Levy from the Internal Revenue Service on March 5, 2010. A Federal Tax Lien was placed on her property on April 13, 2010.  See Exhibit __ (Account Transcript 2006).

Ms. Taxpayer entered into an installment agreement to pay her tax liability on April 20, 2010.  She made two payments of $150 each, but was unable to continue making the payments.  See Exhibit ___ (Account Transcripts 2005 and 2006). 
Ms. Taxpayer contacted the Low-Income Taxpayer Clinic at Georgia State University College of Law in March 2011.  See Exhibit __ (Power of Attorney Form 2848).  In April 2011, both tax years 2005 and 2006  were placed by the IRS into Currently Non Collectable Status.  See Exhibit __ (Account Transcripts for Tax Years 2005 and 2006).  Jurisdiction currently lies with Collections.  Ms. Taxpayer has complied with all tax filing requirements for all years prior and subsequent to 2005-2006 and intends to comply fully in the future. 

STATEMENT OF FACTS

Include the following information in this section:

· Complete discussion of taxpayer and his/her situation in the year(s) the liability arose and currently, including age, health, education, employment, living arrangements (rent or own), family members living with taxpayer or in area, and any facts that may be important with respect to the relief that is being requested. Cover why the liability arose, ability of taxpayer to pay liability, etc.
· Have supporting documents and, whenever one exists and it is referred to, be sure that it is described, e.g. “Attached as Exhibit X is a copy of the lease that the taxpayer entered into showing that the taxpayer lived at the premises during the period  of ____ to ____.”
Ms. Taxpayer suffers from dementia and spinal degeneration.  According to her treating physicians, Ms. Taxpayer cannot lift more than five pounds, and her dementia has progressed to the point that she cannot function in a workplace.  See Exhibit ___ (Doctor Statements describing Ms. Taxpayer’s diagnoses).  She lives alone in a mobile home on a rented lot in rural Georgia.  Ms. Taxpayer was divorced in 2003 and has two grown children who help take care of her.  However, both of her children struggle to support their own young children by working various unskilled jobs and are unable to provide their mother with financial support.
Ms. Taxpayer has no formatl education beyond the eighth grade.  For all of her life, she alternatively worked at home taking care of her children and, when able,  worked at various low-paying, unskilled jobs, including that of a retail clerk, house cleaner and factory worker.  She never earned more than $10 per hour.  See Exhibit ____ (Wage and Income Transcripts 2000 – 2011).  

Ms. Taxpayer’s last job was from 2003 until 2006, when she worked at a group home for disabled adults.  She provided daily living assistance to the disabled residents, working 40 hours per week and earning approximately $320 per week.  
Beginning in early 2005, Ms. Taxpayer’s spinal degeneration worsened, and she was unable to work full-time..  She had a small IRA that had been awarded her in the divorce settlement, from which she began making withdrawals to cover her daily living expenses and medication.  The withdrawals from her IRA gave rise to her current tax liability for 2005 and 2006.  
At age 62, her spinal degeneration worsened, and she was unable to lift the patients as was required by her job.  She therefore was forced unable to continue to work at that job beginning in late 2006.  Her lack of education and training as well as her disease prevents her from being gainfully employed. She currently survives at a subsistence level on social security retirement benefits and food stamps. 
Ms. Taxpayer’s only assets are a 40-year old mobile home and a 20-year old Buick Skylark.  Ms. Taxpayer purchased her mobile home in 2007 for $1,300.  It is currently valued at no more than $960.  See Exhibit _____ (Trailer Assessment Statement).  Because she does not have enough money to pay for her basic living expenses, Ms. Taxpayer has not been able to make routine repairs or to maintain the mobile home.  The carpets are worn, and the exterior rusted.  Photographs that show its dilapidated condition are attached.  See Exhibit ____ (Photographs of the interior and exterior Ms. Taxpayer’s trailer home). We have listed its value as 0 because of its poor state.  Ms. Taxpayer is unable to obtain any funds from borrow against the mobile home.  Even if it were able to sell the residence, Ms. Taxpayer  would be unable to find another less expensive residence..  
Ms. Taxpayer’s  1991 Buick Skylark has $195,000 miles.  According to Edmunds, it is worth no more than $700.  See Exhibit __ (Edmunds.com Assessment).  As with her mobile home, Ms. Taxpayer’s car has overdue maintenance and repairs.  The air conditioner does not work, it is in need of new tires, and it has body damage to the front fender, further reducing its value.  See Exhibit ____ (Photographs of the vehicle).  Because she resides in a rural area, if she were to sell this vehicle she would be unable to make the necessary trips to the grocery store or doctor’s office.
Ms. Taxpayer’s household furniture and personal effects are nearly worthless. If she were to selling sell them, she would be without the essential furniture and personal items.

Ms. Taxpayer currently receives $875 per month in social security retirement benefits.  See Exhibit K (Social Security Statement).  She also currently receives $105 per month in food stamps.  See Exhibit L (Food Stamp Statement). Ms. Taxpayer survives on $980 per month by severely curtailing necessary living expenses.  She purchases only the least expensive items of food and household supplies, does not purchase new clothes, and spends nothing on entertainment.  Ms. Taxpayer’s expenses continually exceed her income by approximately $280 per month.  

The following chart explains Ms. Taxpayer’s current monthly expenses:

	Food, Clothing, and Miscellaneous

	National Standard (One Person Household)
	$534

	Housing and Utilities

	Rent (trailer lot)
	$125

	Cable 
	$25

	Power Bill
	$85

	Gas Bill ($150/6 months)
	$25

	Water/Sewage
	$18

	Home Phone Service
	$35

	Total Housing and Utilities
	$313

	Transportation

	           Operating Expenses

	
        $256

	Other Expenses

	Out of Pocket Health Care Costs 

Term Life Insurance Policy
	$144

$15

	

	Total Monthly Expenses
	$1,262


Ms. Taxpayer elects to take the monthly national standard for food, clothing, and necessities of $534.00 and for out of pocket health care costs of $144.00.  She also elects to take the regional standard for monthly operating expenses for her vehicle in the mount of $256.  
Ms. Taxpayer spends approximately $313 per month on housing and utility expenses.  She rents a lot for her trailer at $125 per month.  See Exhibit __ (Rent Receipts).  She pays $150 to refill her propane tank every six months to power her heat and stove, which amounts to approximately $25 each month.  See Exhibit ___ (Gas Receipts).  She has a budget billing plan for her electricity, which is $85 each month.  See Exhibit ___ (Power Bills).   Averaging her water balls for the last three months, her water expenses total approximately $18 per month. See Exhibit ___ (Water Bills).  She spends $38.00 per month for her home phone and $25 per month for cable service.  See Exhibit ____ (Phone and Cable Bills).  She also spends $15 per month for a term life insurance policy so that her children will have the funds for her burial.  The policy does not have any cash value.  See Exhibit ___ (Life Insurance Policy and Monthly Premium Bill).  
Ms. Taxpayer maintains a checking account with Wachovia.  As of September 8, 2011, her checking account balance was $28.85.  See Exhibit ____ (Checking & Savings Account Statements).  On average, her checking account depletes to approximately $13.50 during the middle of the month, once she has paid her bills.    

She has one credit card with a $500 credit limit.  Ms. Taxpayer uses her credit card only when she has a prescription medication for which she does not have the cash.  See Exhibit ____ (Wachovia Credit Card Statements).  As of September 8, 2011, she has a $385.91 balance to be paid; she has $114.09 of credit available.  She makes payments on the credit card when she can spare the extra money from her food budget each month.  She must make a minimum payment of $15.00 each month which adds another expense to her already strained budget.

Applicable Law

Under this section do not include facts, only law.  The section should begin with statutory references, then cases, then regulations, then other authority.  Use Summary of Reg. 301.7122-1(b) (1), (2), or (3), whichever is applicable. Be sure to include other provisions of the 301.7122 regulation that bear on the ground upon which you are basing the offer. For example, refer to 301.7122-1(b)(2) if you are basing the offer on doubt as to collectability.
Under § 7122 of the Internal Revenue Code, “[t]he Secretary may compromise any civil or criminal case arising under the Internal Revenue laws prior to reference to the Department of Justice for prosecution or defense.”

Doubt as to collectability exists in any case where the taxpayer's assets and income are less than the full amount of the liability.

A determination of doubt as to collectability will include a determination of ability to pay. In determining ability to pay, the Secretary will permit taxpayers to retain sufficient funds to pay basic living expenses. The determination of the amount of such basic living expenses will be founded upon an evaluation of the individual facts and circumstances presented by the taxpayer's case. To guide this determination, guidelines published by the Secretary on national and local living expense standards will be taken into account.

Use this part only where it is applicable to your facts:

Where a taxpayer is offering to compromise a liability for which the taxpayer's spouse has no liability, the assets and income of the non-liable spouse will not be considered in determining the amount of an adequate offer. The assets and income of a non-liable spouse may be considered, however, to the extent property has been transferred by the taxpayer to the non-liable spouse under circumstances that would permit the IRS to effect collection of the taxpayer's liability from such property (e.g. property has been transferred by the taxpayer to the non-liable spouse for the purpose of removing the property from consideration by the IRS in evaluating the compromise).
Where collection of the taxpayer's liability from the assets and income of the non-liable spouse is permitted by applicable state law (e.g., under state community property laws), the assets and income of the non-liable spouse will be considered in determining the amount of an adequate offer except to the extent that the taxpayer and the non-liable spouse demonstrate that collection of such assets and income would have a material and adverse impact on the standard of living of the taxpayer, the non-liable spouse, and their dependents.
Use this part only where you are submitting an OIC based on doubt as to collectability, with special circumstances:

Ms. Taxpayer submits this offer based on doubt as to collectability, with special circumstances as outlined by Treasury Regulation § 301.7122-1(b)(2) (effective as of July 18, 2002).   Pursuant to Internal Revenue Code § 7122, “[t]he Secretary may compromise any civil or criminal case arising under the Internal Revenue laws prior to reference to the Department of Justice for prosecution or defense.”  IRC § 7122 includes doubt as to collectability, with special circumstances, as one of three grounds for compromise.

Further, Internal Revenue Manual section 5.8.4.3 provides detailed guidance on an offer based § 6343, specifically Treas. Reg. § 301.6343-1, which provides that a levy can be released on the basis of economic hardship.  I.R.M. 5.8.11.2.1(6) lists several factors constituting economic hardship.  One such factor exists when the taxpayer has assets, but is unable to borrow against the equity in those assets, and liquidation to pay the outstanding tax would render the taxpayer unable to meet basic living expenses.  

APPLICATION OF LAW TO FACTS

New facts should not be mentioned in this section.  All key facts must be set forth in the facts section above.

Ms. Taxpayer currently receives $980 per month in income, which amount includes her social security retirement and food stamps.  Her necessary living expenses total $1,233 per month.  This leaves her with a monthly budget shortfall of $253.  It is highly unlikely that Ms. Taxpayer will be able to pay the IRS the full amount owed at any time in the future, especially given her poor health condition, age and lack of education.

In this instance, forcing Ms. Taxpayer to sell her trailer would leave her without a place to live.  She would then have to rent a living space which would likely be more expensive than her trailer, causing significantly more strain on her current financial situation.  Similarly, forcing Ms. Taxpayer to sell her vehicle would leave her without necessary transportation for life’s necessities.  Also, requiring Ms. Taxpayer to use her credit card to obtain cash to satisfy her liability would leave her without a way to pay for needed prescription medication and other necessary living expenses.  Thus, special circumstances constituting economic hardship exist, and the Secretary is authorized to compromise her tax liability. 

Ms. Taxpayer’s situation falls within the doubt as to collectability, with special circumstances, ground for acceptance of an offer in compromise.

Conclusion

Based on the conditions stated above, Ms. Taxpayer respectfully requests that the IRS accept her offer of $25.00 to compromise her tax liabilities for tax years 2005 and 2006.  She is not in any condition to raise additional money for a greater offer and would like to take this opportunity to settle her tax liabilities. The funds for this offer are being taken from Ms. Taxpayer’s already compromised food budget.  
