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In a recent announcement, the IRS made it clear that it 
will be unleashing its revenue officers (ROs) for a new 
wave of face-to-face collection action. The announce-

ment states, in part:
As part of a larger effort by the Internal Revenue 
Service to ensure fairness in the tax system, the 
IRS is taking steps to conduct special compli-
ance efforts for individual and business taxpay-
ers in various communities. See: FS-2019-15, 
November 2019.

What is not stated in the notice is what consti-
tutes the “larger effort” by the IRS to “ensure fairness 
in the tax system.” However, that was made clear in 
IRS News Release IR-2019-159, which I discussed at 
length in the December 2019 issue of PTT. 

IR-2019-159 is the news release that followed the 
release of IRS Publication 1415, Federal Tax Compliance 
Research. Recall that Publication 1415 is the report 
that identifies small business owners as those chiefly 
responsible for the purported $381 billion tax gap. IR-
2019-159 tells us the IRS will “focus on those” who are 
cheating on their taxes. That is to say, they are going af-
ter small businesses because the IRS believes that over 
half the total tax gap is directly attributable to small 
businesses cheating on their taxes. See my article, 
“Small Business Owners Beware,” PTT, December 2019.

The plan is to carry out a series of personal 
“visits” by ROs with citizens who have ongoing tax 

Here Come The 
Revenue Officers
IRS to Unleash Collection

DAN PILLA’S MONTHLY TAX AND FINANCIAL BULLETIN

delinquency issues. The IRS declares that the pur-
pose of the face-to-face meetings is to “help resolve 
tax compliance issues.” Said another way, they want 
to collect the tax by whatever means is necessary. 

I find it curious how FS-2019-15 sugar-coats the role 
of ROs in the enforcement process. It says, “Revenue 
officers are trained IRS civil enforcement employees 
who work to resolve compliance issues, such as missing 
returns or taxes owed.” 

In fact, however, ROs carry the power to issue wage 
and bank levies, file tax liens and seize property, includ-
ing business tools and equipment. ROs are the true 
“business end” of the IRS. While much of what happens 
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in the audit process involves bluff and intimidation, ROs 
generally do not bluff. And though they can be most 
intimidating, if they threaten to levy a bank account or 
an income stream, they mean it. All of this can be carried 
out without a court order, except that the IRS must fol-
low the Collection Due Process appeal rights set forth in 
code §6320 and §6330. See How to Get Tax Amnesty for 
more details on these important taxpayer rights. 

Expect the anticipated RO visits to be unan-
nounced. They will be targeted to citizens who have 
a known tax issue that wasn’t resolved through mail 
contact. The purpose is for the RO to interview the 
citizen to gather detailed financial information, includ-
ing income and expenses, assets and liabilities. From 
there, the RO determines whether and to what extent 
one is capable of paying the tax. Of course, all this is 
accompanied by a demand for full payment. 

This is also the point at which ROs generally serve 
the citizen with a Final Notice of Intent to Levy, and 
perhaps, a Notice of Filing Federal Tax Lien. These 
are critical notices that carry Collection Due Process 
(CDP) appeal rights. The IRS cannot carry out an ac-
tual levy until thirty days from serving the Final Notice. 
During that time, the citizen has the right to file a CDP 
appeal. If he does, enforcement action cannot pro-
ceed. Rather, the case must be sent to the IRS’s Office 
of Appeals for consideration of the citizen’s proposed 
“collection alternatives.” 

If surprised by an unannounced RO visit, there are 
a couple of critical things to keep in mind. 

1. Don’t give financial information on the spot. The 
RO will ask you to complete IRS Forms 433-A and B. 
These are financial statements. The “A” consists of the 
individual financial statement and the “B” consists of a 
business financial statement. These forms are very de-
tailed and specific, and they are signed under penalty of 
perjury. They must be accurate and complete. You can-
not accomplish that on the spur of the moment under 
the stress imposed by an RO who’s “just here to help.” 

2. Don’t blow your CDP appeal rights. The right to 
a CDP appeal is statutory, and the time for filing the 
appeal is likewise statutory. There is no such thing as 
an “extension of time” to file a CDP request, regardless 

of what any IRS employee might tell you. It must be 
filed by the deadline stated in the letter. If you blow that 
deadline, you lose important appeal rights and the IRS 
can enforce collection immediately.

3. Don’t ignore the problem. The IRS announcement 
states that ROs will be visiting those whose problems 
were not resolved by correspondence. That is to say, the 
taxpayer didn’t step up and work toward a resolution. 
The notice warns, “When necessary, [ROs] will take the 
appropriate actions to collect the amount owed.” This 
means that in the absence of some firm plan to resolve 
the case, ROs will pull the trigger on liens, levies and 
seizures. Make no mistake about it. The problem will not 
go away on its own. 

Beginning in about 2010, the IRS experienced a 
decline in personnel, due in large part to employee 
retirements. Budget restrictions prevented the IRS 
from hiring replacement personnel. This attrition left 
many areas of the county without ROs to conduct 
face-to-face contacts with delinquent taxpayers. That 
is coming to an end. The announcement states that 
the “IRS will focus these efforts in areas where there 
have been a limited number of revenue officers avail-
able due to declining IRS resources. The new effort 
involves focusing resources in a specific area during a 
specific time.”

Anybody with an existing tax problem must take 
steps to get their situation resolved as quickly as pos-
sible. While it is true that the IRS is turning the dogs 
loose, it is also true that there are specific programs 
that will help you pay the taxes on your terms, not 
theirs. In addition, those who qualify for an Offer in 
Compromise can potentially settle their liabilities for a 
small fraction of what they owe. See my book, How to 
Get Tax Amnesty. 
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The Potential For  
Yet Another Scam
“I’m From The Irs”

As the IRS turns the dogs of collection loose across 
the nation, I can well imagine yet another IRS im-
personation scam that will grow from this news. 

“I’m from the IRS. And I’m here to help.” 
I’ve written at length about the various IRS im-

personation scams that are afoot. I have a chapter 
dedicated to this topic in the Small business Tax Guide. 
It is essential reading for every American. Now that the 
news is out about Revenue Officers (RO) canvassing 
the country with face-to-face confrontations with de-
linquent taxpayers, here are a few things people must 
know to protect themselves from potential scammers. 

1. First and foremost, a face-to-face visit from an 

RO will never be the first contact you have with the IRS 
about a delinquent tax debt. In every case, there is se-
ries of written notices sent via U.S. mail that show what 
the debt is. The notices demand payment in varying 
tones of urgency. Moreover, an individual would certain-
ly know if he owes taxes even apart from receiving IRS 
notices. For example, if you file a tax return without the 
money, you know from the outset that you owe the tax. 
If a face-to-face contact (or telephone call) is the very 
first contact you ever have regarding an IRS debt, it is 
almost certainly a scam. See “Five Things Every Citizen 
Needs to Know About IRS Contacts,” in chapter 19 of 
the Small Business Tax Guide.

2. IRS officials carry two forms of official credentials. 
Each includes a serial number and photo of the employ-
ee. The credentials are issued by the U.S. Department of 
Treasury, Internal Revenue Services. You have an abso-
lute right to see both credentials to verify that you are in 
fact dealing with an IRS official.

3. You never have to allow an IRS employee in your 
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home for any reason without a warrant. And an RO 
is NEVER going to show up at your home with a war-
rant. Don’t be intimidated into letting anybody into your 
house whom you don’t wish to allow in. 

4. Any person demanding payment of a tax in a 
particular way, or in an odd or unusual way, is almost 
certainly a fraud. For example, if a person demands 
payment in the form of a debit card only, or asks that 
a check be made out to any name other than the U.S. 

Department of Treasury, that person is involved in a 
scam. Don’t be a victim.

If there’s any doubt in your mind whether a caller 
is a legitimate IRS person, polity but firmly send them 
away with the request that they put all their demands 
to you in writing on official IRS letterhead. If it is a le-
gitimate collection effort, you will get a letter from the 
RO with specific demands. You can then evaluate your 
options and respond accordingly. 

The Virtual Currency  
Compliance Campaign 
Going After “Crypto Evaders”

As I anticipated, the IRS has been reacting aggressive-
ly to the virtual currency (VC) phenomenon. While 
many VC investors somehow believe that their gains 

in VC are not taxable, or that the IRS will not discover the 
trades in any event, the opposite is true on both accounts.

From the beginning the IRS has taken the position that 
VC is “property” for federal tax purposes. Thus, trades in VC 
are taxed just as any other property trades would be. See: 
IRS Notice 2014-21. In 2018, the IRS announced the Virtual 
Currency Compliance Campaign. It is intended to address 
noncompliance related to investments in VC. Among the 
strategies the agency is now using are “soft” contacts and 
full scale audits. 

The “soft” letters are intended to “educate” taxpayers on 
how virtual currency is to be treated for tax purposes. The IRS 
began sending such letters to citizens in mid-2019 and by the 
end of 2019, over 10,000 such letters were sent to people iden-
tified by the IRS as likely VC investors. The IRS is finding these 
people as a result of data it’s receiving through the various 
summonses it issued to VC investment clearing centers. 

In IRS Notice IR-2019-132, July 26, 2019, Commissioner 
Rettig said, “The IRS is expanding our efforts involving vir-
tual currency, including increased use of data analytics. We 
are focused on enforcing the law and helping taxpayers fully 
understand and meet their obligations.” 

The metaphor “helping taxpayers” means, very simply, 
the IRS will be using the heavy hand of enforcement for 

those who don’t report gains from their VC transactions. 
There are three versions of the so-called “education let-

ters.” They are Letter 6173, Letter 6174 or Letter 6174-A. All 
three versions put the recipient on notice that the IRS has 
information regarding their VC trades and asks them to take 
action to correct potential errors or omissions in their tax re-
turns. Copies of Letters 6173 and 6174 are reproduced below. 

Naturally, enforcement will not end with the mere is-
suance of “soft” letters. In addition to “hard” audits and the 
collection action that invariably follows, the VC issue is an 
ongoing focus for IRS Criminal Investigation. Expect the IRS 
to investigate and prosecute those with an egregious pat-
tern of unreported VC investments and substantial gains in 
their transactions. 

How You Can Ask Dan Pilla a Question

If you have questions or problems you’d  
like Dan Pilla to address, please write to Dan at:
215 W. Myrtle Street 
Stillwater, MN  55082
or e-mail to: 
expert@taxhelponline.com
Write the word “newsletter” in the subject line.

mailto:expert@taxhelponline.com
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Letter 6173 (6-2019) 
Catalog Number 72154R

Department of the Treasury 
Internal Revenue Service
[Operating Division / Program Name]
[Street address] 
[City, State ZIP]

[Recipient name] 
[Address line 1] 
[Address line 2] 
[Address line 3]

Date:
07/16/2019

Taxpayer ID number:

Hotline telephone number:

eFax number:

Respond by:

Reporting Virtual Currency Transactions

Dear [Name]:

Why we're writing to you
We have information that you have or had one or more accounts containing virtual currency and may not have 
met your U.S. tax filing and reporting requirements for transactions involving virtual currency, which include 
cryptocurrency and non-crypto virtual currencies.

Virtual currency is considered property for federal income tax purposes. Generally, U.S. taxpayers must  
report all sales, exchanges, and other dispositions of virtual currency. An exchange of a virtual currency (such  
as Bitcoin, Ether, etc.) includes the use of the virtual currency to pay for goods, services, or other property, 
including another virtual currency such as exchanging Bitcoin for Ether. This obligation applies regardless  
of whether the account is held in the U.S. or abroad. More information can be found on www.irs.gov and in 
Notice 2014-21, found at www.irs.gov/pub/irs-drop/n-14-21.pdf, which describes how general tax principles  
for property transactions apply to transactions using virtual currency.

For one or more of tax years 2013 through 2017, we haven't received either a federal income tax return or an 
applicable form or schedule reporting your virtual currency transactions.

What you need to do by the "respond by" date above
Take one of the following actions:

• If you failed to file one or more income tax returns, file the delinquent returns and report your virtual 
currency transactions as soon as possible. For more information see www.irs.gov/filing

• If you made a mistake on your income tax return, such as not reporting your virtual currency transactions 
or incorrectly calculating your income, gain, or loss; you can file an amended return. For more information, 
visit www.irs.gov/forms-pubs/about-form-1040x

• If you believe you followed all tax and information reporting requirements relating to your virtual currency 
accounts, mail or eFax the following to the address or eFax number shown at the top of this letter.
- A statement of facts explaining your position. Include a complete history of previously reported income 

from your virtual currency transactions. Explain the actions you took to become compliant with U.S. 
reporting requirements and provide copies of previously filed documents that confirm your compliance.

- Your contact information, including your telephone number, complete address, and the address where 
you receive mail (if different).
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Catalog Number 72273Z

Department of the Treasury 
Internal Revenue Service
[Operating Division / Program Name]
[Street address] 
[City, State ZIP]

[Recipient name] 
[Address line 1] 
[Address line 2] 
[Address line 3]

Date:
07/16/2019

Taxpayer ID number:

Hotline telephone number:

Tax form:
Form 1040

Reporting Virtual Currency Transactions

Dear [Name]:

Why we're writing to you
We have information that you have or had one or more accounts containing virtual currency but may not  
know the requirements for reporting transactions involving virtual currency, which include cryptocurrency  
and non-crypto virtual currencies.

What you need to do
After reviewing the information below, if you believe you didn't accurately report your virtual currency transactions 
on a federal income tax return, you should file amended returns or delinquent returns if you didn't file a return 
for one or more taxable years. If you do not accurately report your virtual currency transactions, you may be 
subject to future civil and criminal enforcement activity. For more information, visit www.irs.gov/filing.

When filing amended or delinquent returns, write "Letter 6174" at the top of the first page of the return.  
Mail the original amended or delinquent return to:

Internal Revenue Service  
2970 Market Street  
Philadelphia, PA 19104

Reporting virtual currency transactions
Virtual currency is considered property for federal income tax purposes. Generally, U.S. taxpayers must report 
all sales, exchanges, and other dispositions of virtual currency. An exchange of a virtual currency (such as 
Bitcoin, Ether, etc.) includes the use of the virtual currency to pay for goods, services, or other property, 
including another virtual currency such as exchanging Bitcoin for Ether. This obligation applies regardless  
of whether the account is held in the U.S. or abroad. More information can be found on www.irs.gov and in 
Notice 2014-21, found at www.irs.gov/pub/irs-drop/n-14-21.pdf, which describes how general tax principles  
for property transactions apply to transactions involving virtual currency.

You must report virtual currency transactions on your return, regardless of whether you received a payee statement 
for the transaction (such as a Form W-2, Form 1099, etc.).
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The dates for the 2020 Taxpayers Defense Conference 
are now set. We will be going back to the Luxor Hotel 
in Las Vegas. The dates are October 26 and 27, 2020. 

Our TDI members-only business meeting will be Sunday 
night, October 25. 

Put this on your calendar and don’t miss this 
conference. If you are in the tax resolution business, you 
simply must be there. Without a question, it is by far the 
best conference of its kind in the nation. 

2020 Defense Conference Date Is Set  

Save The Date Now!
Check this link for more details and updates: 
https://www.taxfreedominstitute.com/taxpayers-defense-

conferences.html

RECORDINGS OF THE 2019 DEFENSE CONFERENCE
Also note that we have audio recordings of the 2019 
conference, along with all the handout material, available  
for home study. Call 800-346-6829 to order your set now. 

 
CLICK HERE FOR: THE 2019 DEFENSE 
CONFERENCE AUDIO SET

2019 Taxpayers Defense Conference Audio Set:  
Innocent Spouse.  
Set includes audio and outlines. Audio available as USB 
drive with MP3s.   $149

2019 THEME: EMPLOYMENT TAX COMPLIANCE
Small businesses make up the fastest going segment of federal 
income tax return filers. The number grows by millions every 
year as more people look for ways to supplement their incomes 
and gain financial independence. The problem is most people 
who set out in business have no idea how to meet the dozens 
of compliance burdens the tax code heaps on business owners. 
The GAO once counted more than 200 distinct obligations 
placed on the shoulders of businesses. Can you name all 200? 
Can you name even 20? Most people can’t. That’s why so many 
end up in trouble with the IRS. What starts as a dream to gain 
financial independence often ends as a nightmare when the IRS 
imposes tens of thousands in unexpected taxes and penalties.

To address this, the 2019 Taxpayers Defense Conference 
focused on business tax liabilities and addressed common 
small business problems, including:

· Employment tax responsibilities – the basics your 
clients must know

· When and how to properly use independent 
contractors

· Common employment tax penalties and how to 
challenge them

· What constitutes “reasonable compensation” and 
how to calculate it

· Understanding the IRS’s Voluntary Classification 
Settlement Program

· What every tax pro needs to know about the Trust 
Fund Recovery Penalty,

CLICK HERE FOR LINK FOR ALL SETS 
INCLUDING ONES AVAILABLE WITH 
CONTINUING EDUCATION CREDITS.
Sets with educational credits $249

2019 Conference details:

https://www.mcssl.com/SecureCart/ViewCart.aspx?mid=393DC1A8-6CD7-442C-9479-80A77052349F&sctoken=29bc583242ea4551a1e2e1f46374c9ff&bhjs=1&bhqs=1
https://www.taxhelponline.com/index.php?option=com_content&amp;view=article&amp;id=194
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