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Willamette Management Associates Disclaimer

Anatomy of an IRS 706 Dispute

This presentation, and any materials that accompany it (referred to collectively as this “Presentation”) has been prepared by Citizens Financial Group, Inc. (NYSE: CFG) (and its subsidiaries,
including Citizens Bank, N.A., and Citizens JMP Securities, LLC (collectively herein, “Citizens”)), and is exclusively for the benefit and internal use of the client to whom it is directly addressed
and delivered (“Client”) in order to assist the Client in evaluating, on a preliminary basis, the feasibility of a possible transaction. It has been prepared for discussion and information
purposes only.

The information contained in this Presentation is confidential and proprietary to Citizens and should not be distributed, directly or indirectly, to any other party without the written consent
of Citizens. The information in this Presentation may be based upon management forecasts and reflects prevailing conditions and our views as of this date, all of which are subject to
change without notice. In the preparation of this Presentation, Citizens has relied upon and assumed, without independent verification, the accuracy and completeness of information
available from public sources or which was provided to us by or on behalf of the Client. We make no representation or warranty (express or implied) of any nature, nor do we accept any
responsibility or liability of any kind, with respect to the accuracy or completeness of the information in this Presentation. Changes to assumptions made in the preparation of this
Presentation may have a material impact on results. Citizens does not and shall not undertake a duty or responsibility to update these materials or to notify you when or whether the
analysis has changed.

This Presentation is not intended as an offer or the solicitation of an offer to buy or sell any securities as defined under U.S. securities laws. This Presentation is not intended to, and does
not, constitute a valuation of the Client, a fairness opinion, or a recommendation to the Client as to how its members/managers or board of directors or shareholders (as applicable) should
vote or act with respect to any strategic alternatives or transactions.

This Presentation does not contain advice in any respect as to the legal, regulatory, tax, or accounting consequences of any potential strategic alternatives or transactions on the Client or
the Client’s members/managers or shareholders (as applicable), and it is the responsibility of such parties to obtain advice on such matters from other qualified professionals.

Any analyses of any potential strategic alternatives or transactions that may be available to the Client reflected in this Presentation are preliminary and are subject to the assumptions and
qualifications set forth herein, as well as further review and modification by Citizens. Any valuation ranges or other estimates are solely illustrative and do not purport to be valuation advice
and should not be relied upon as such. Any such advice would only be provided pursuant to an engagement letter or other definitive written agreement between the Client and Citizens.

Citizens JMP Securities, LLC (as a full-service securities firm) is engaged in securities trading and brokerage activities, and in providing investment banking, asset management, financing and
financial advisory services and other commercial and investment banking products and services to a wide range of entities and individuals. In the ordinary course of the trading, brokerage,
asset management, commercial banking and financing activities of Citizens, Citizens may at any time: (i) effect transactions for its own account or the accounts of its customers and hold
long or short positions in debt and/or equity securities or other financial instruments (or related derivative instruments) of the Client or other parties which may be the subject of an
engagement or transaction involving the Client; (ii) hold discussions with and provide information to clients, potential clients and other entities regarding various market and strategic
matters (including potential strategic alternatives), which entities may include potential counterparties to a transaction or strategic alternatives involving the Client, and which matters may
have included a possible transaction with the Client; and/or (iii) perform various investment banking, financial advisory, commercial banking, and other services for clients and customers
with preexisting Citizens’ relationships or other clients and customers (including, but not limited to, potential counterparties to any potential transaction) who may have conflicting interests
with respect to the Client. Citizens shall have no obligation to disclose such information to the Client, or to use such information in connection with any contemplated transaction herein.

The Client may be referred by an employee of Citizens Bank, N.A. to Citizens JMP Securities, LLC, so that the Client may receive securities products or transactional services (“Securities”)
offered by such broker-dealer. Employees of such broker-dealer may also refer the Client to Citizens Bank, N.A. for the provision of commercial banking services. The Client should note that
(i) the Securities are offered by and/or through such broker-dealer, and not Citizens Bank, N.A.; (ii) Citizens JMP Securities, LLC is affiliated with Citizens Bank, N.A., and each are separate and
distinct legal and corporate entities; (iii) the Securities are not bank deposits or other obligations of, or guaranteed by, Citizens Bank, N.A.; (iv) the Securities are not insured by the Federal
Deposit Insurance Corporation or any other governmental agency; and (v) the Securities may lose value and are subject to investment risks, including possible loss of the principal amount
invested by the Client.

“Citizens Capital Markets,” “JMP Securities,” “DH Capital,” and “Trinity Capital” are trade names under which corporate and investment banking products and services of Citizens Financial
Group, Inc., and its subsidiaries, are marketed. The licensed Securities representatives of Citizens JMP Securities, LLC may also be employees of Citizens Bank, N.A. The daisy device logo is a
trademark of The Royal Bank of Scotland Group plc used under license by Citizens Financial Group, Inc., and its wholly owned subsidiaries.

Independence of Research: Citizens prohibits its employees from directly or indirectly offering a favorable research rating or a specific price target, or offering to change a rating or price
target, as consideration or an inducement for the receipt of business or for compensation.
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• Published cases include Anenberg, 
McDougall, Estate of Petter, Hendrix, 
Estate of Christiansen, Estate of Murphy

• Fellow, American College of Trust and 
Estate Counsel

• Board Certified in Estate Planning and 
Probate Law, Texas Board of Legal 
Specialization

• Chambers-ranked in Private Wealth 
Disputes

keri.brown@bakerbotts.com
(713) 229-1436

Education/Honors
• J.D., South Texas College of Law 2006 

(valedictorian)
• B.A., Texas A&M University 2001, 

speech communication

Partner, Tax
Global Partner-in-Charge of 

Corporate Social Responsibility
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• Business valuation, economic analysis, 
and financial opinion services

• Expert in estate and gift tax valuation 
matters

• ASA, American Society of Appraisers
• CVA, National Association of Certified 

Valuators and Analysts
• Member, Business Valuation Resources 

Leadership Council
• Judge, Business Valuation Challenge
• Reviewer, Southeastern Hedge Fund 

Competition

wckirk@willamette.com
(404) 475-2308

Education/Honors
• B.B.A., Georgia State University 2012, 

finance

Managing Director
Atlanta Office Director
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Purpose of Form 706

• Filed by executor to report estate assets and calculate estate tax liability
• Filing requirements
• Instructions to file Form 706:  See www.irs.gov/instructions/i706

Anatomy of an IRS 706 Dispute

U.S. Estate Tax Compliance and Reporting



TIMING REQUIREMENTS 
TO FILE FORM 706



BAKER BOTTS 8

Timing Requirements to File Form 706

• Within 9 months after the date of the decedent's death
• 6-month extension of time to file is available

– Form 4768, Application for Extension of Time To File a Return and/or Pay U.S. 
Estate (and Generation-Skipping Transfer) Taxes

• Consequences of failure to file
• Where to file Form 706:

Department of the Treasury
Internal Revenue Service
Kansas City, MO 64999

• If using a private delivery service:
Internal Revenue Submission Processing Center
333 W. Pershing Road
Kansas City, MO 64108

Anatomy of an IRS 706 Dispute

U.S. Estate Tax Filing Timing
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IRS Closing Letters and Audit Authority

• Must request via pay.gov
• Wait at least 9 months after filing Form 706 to request closing letter

Anatomy of an IRS 706 Dispute

• IRS has 3 years to audit Form 706 from the date filed or the date due, 
whichever is later

– 6-year statute of limitations (“SOL”) if assets are understated by 25% or more
– No SOL when false or fraudulent return has been filed with intent to evade tax

• Audits are conducted by Estate & Gift Tax Field Examination teams
– Field Estate and Gift Tax Examiners
– Group Managers
– May include teams from Large Business and International (LB&I) for large estates 

or Small Business/Self-Employed (SB/SE) for smaller estates

Estate Tax Closing Letters

IRS Audit Authority



IRS AUDIT PROCESS

EXAMINATION
APPEALS

LITIGATION
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IRS Audit Process

• The IRS may audit a taxpayer to review or examine books, accounts, and 
financial records to:
1. ensure the information reported on the taxpayer’s tax return is correct 
according to the tax laws and 
2. verify that the reported tax amount is accurate.

• An audit can conclude with:
1. no change,
2. taxpayer agreement with the IRS’s proposed changes, or
3. taxpayer disagreement with the IRS’s proposed changes.

• How is the taxpayer put on notice that the IRS is contesting the filing? 

Anatomy of an IRS 706 Dispute

IRS Audit Letter
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IRS Audit Process (continued)

• Does the IRS communicate the number it believes more appropriate 
early on?

• Is the IRS in a “take no prisoners” mindset in the early stages of an 
audit?

• When does the “9-page, single-spaced letter filled with interrogatories” 
arrive?

Anatomy of an IRS 706 Dispute

Examination
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IRS Audit Process (continued)

Anatomy of an IRS 706 Dispute

Examination Letter
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IRS Audit Process (continued)

Anatomy of an IRS 706 Dispute

Examination Letter
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IRS Audit Process (continued)

Anatomy of an IRS 706 Dispute

Examination Letter
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IRS Audit Process (continued)

Anatomy of an IRS 706 Dispute

Examination Letter
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IRS Audit Process (continued)

Anatomy of an IRS 706 Dispute

Examination Letter
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IRS Audit Process (continued)

• Taxpayer can request to exhaust administrative remedies through IRS 
Appeals (if enough time remains on the statute)

• Taxpayer also can request mediation

What are the strategic decisions in Appeals?
– Garden variety:  valuation, concession of legal issues; giving up a small matter to 

reach an acceptable outcome
– Clients are often interested in the dollars coming out of their pocket and not 

necessarily the legal reason

Anatomy of an IRS 706 Dispute

Appeals
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IRS Audit Process (continued)

• Valuation Training for Appeals Officers Coursebook
– Methods for valuing real estate, tangible personal property, art objects and 

collectibles, preferred stock, and intangible assets and intellectual property
– Financial analysis and valuation of a closely held corporation

• Cites readings from Valuing a Business, the Analysis and Appraisal of Closely 
Held Companies, by Dr. Shannon P. Pratt.

Anatomy of an IRS 706 Dispute

Appeals Officer Training Coursebook

Appeals Level Resolutions and Legal Concessions
• Given fewer IRS resources in recent years, if they select an estate for a 

fight, does it mean they intend to contest to the end?
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IRS Audit Process (continued)

• Cost
• Trier of Fact
• Venue
• Publicity

Anatomy of an IRS 706 Dispute

U.S. Tax Court

U.S. District Court
• Cost
• Trier of Fact
• Venue
• Publicity
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AND TRENDS
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Audit Statistics and Trends

Anatomy of an IRS 706 Dispute
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Audit Statistics and Trends (continued)
The Internal Revenue Service is seeing more estate tax returns and 
revenue (2021 v. 2020). 
• In 2021, 6,158 estate tax returns filed; 42% of returns were taxable returns

– 369 taxable returns were >$50mm
• Audit rate for estates: all ~29%; >$10mm ~22%
Source:   https://www.irs.gov/pub/irs-prior/p55b--2022.pdf; https://www.wealthmanagement.com/estate-planning/irs-sees-
increase-in-number-of-estate-tax-returns-filed-amount-of-taxes-paid.

Source:  https://taxpolicycenter.org/sites/default/files/statistics/pdf/estate_returns_taxable_7.pdf.
Anatomy of an IRS 706 Dispute
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Audit Statistics and Trends (continued)

Anatomy of an IRS 706 Dispute
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Important Valuation Cases

Anatomy of an IRS 706 Dispute
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Changes at the IRS

Anatomy of an IRS 706 Dispute

Bloomberg Tax, August 26, 2025 (crediting National Taxpayer Advocate)
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Changes at the IRS (continued)

Anatomy of an IRS 706 Dispute



BAKER BOTTS 31

Changes at the IRS (continued)

Anatomy of an IRS 706 Dispute
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Changes at the IRS (continued)

Anatomy of an IRS 706 Dispute
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Changes at the IRS (continued)

Anatomy of an IRS 706 Dispute
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Changes at the IRS (continued)

• How do you best reach the IRS?
– Letters/faxes—sure, but you likely will receive Letter 96C in response

Anatomy of an IRS 706 Dispute
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Changes at the IRS (continued)

• IRS Estate & Gift fax numbers:
– (855) 386-5127
– (855) 386-5128

• IRS Estate & Gift phone number:
– (866) 699-4083

• Only answered 9:00 a.m. to 1:00 p.m. Central
– Pack your patience

Anatomy of an IRS 706 Dispute
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IRS Scrutiny Trends

• What things often lead to an audit?
• Common IRS challenges:

– Valuation 
– Formula transfers 
– QTIP termination
– Promissory notes
– Installment sales to intentionally defective grantor trusts
– GRATs
– Penalties
– Section 2036
– Split-dollar life insurance

Anatomy of an IRS 706 Dispute

IRS Scrutiny Trends



KEY TAKEAWAYS 
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Key Takeaways

• Is there a way to avoid an audit completely?

Anatomy of an IRS 706 Dispute

Best Practices for “Audit Proofing”

Prepare for an Audit

• Your files could be subpoenaed—including emails
• You might have to testify about reasons for creating entity
• Help your client—best evidence of nontax reasons comes from 

contemporaneous correspondence (see Stone, Schutt)
• Okay to discuss tax attributes, but talk about nontax attributes and reasons 

too (see Stone, Schutt, Mirowski)



Q&A
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Q&A

Phone:  +1 (713) 229-1436
Email:  keri.brown@bakerbotts.com

Anatomy of an IRS 706 Dispute

Keri D. Brown, Esq.

Weston C. Kirk, ASA, CVA

Phone:  +1 (404) 475-2308
Email:  wckirk@willamette.com


