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 1. Statutory Lien

 2. Notice of Federal Tax Lien

 3. Levies
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 Under Internal Revenue Code (“IRC”) Sec. 6321, a
federal tax lien arises when any “person” liable to pay
any federal tax fails to pay the tax after notice and
demand for payment.

 How does it come into existence?

 An assessment must be made against a person;

 The IRS must have sent the person a Notice and Demand for
payment; and

 The taxpayer must have neglected or refused to pay the
assessment.

 Once it exists:

 The lien continues from the date of assessment until the liability
is satisfied or becomes unenforceable by lapse of time.

 What does it attach to?

 A federal tax lien for the amount of a federal tax liability
attaches to a taxpayer’s current and future property and rights to
property.
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 Although the lien is perfected in its secret state, it
is not enforceable against four types of creditors
until the IRS properly files a Notice of Federal Tax
Lien (“NFTL”).

 The four types of creditors, known as the “Four
Horsemen,” include:

 Purchasers for value;

 Judgment lien creditors;

 Mechanic lien holders; and

 Holders of security interest.

 IRC Sec. 6323(b) provides special protection for
interests deemed “superpriorities”.
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 The Statutory Lien is sometimes referred to as the
“Secret Lien”

 Once the Statutory Lien arises, the IRS can file a Notice
of Federal Tax Lien (“NFTL”).

 The filing of the NFTL gives the IRS priority over other
creditors, such as the four horsemen previously
discussed.

 Before filing the IRS must verify the liability and
determine if the filing is necessary under the
circumstances
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 Factors to consider include:

 Compliance history

 Need for protection of Government’s interest

 Qualification for non-NFTL relief (streamlined installment agreement)

 Will the filing of the lien hamper collection

 Type of Liability Owed (No NFTL allowed for ACA or shared responsibility
payments)
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 Relief requests for liens

 Release

 Withdrawal of Lien

 Discharge

 Subordination

 Nonattachment of Lien
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 A lien must be released within thirty days of the date on which:

 The liability was satisfied;

 The liability becomes legally unenforceable; or

 A bond is accepted.

 For fast action to release a lien after the liability has been
satisfied, or to obtain a lien payoff amount, contact the
Centralized Lien Operation at 800-913-6050.
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 A lien can be withdrawn when:

 The lien was filed prematurely or not within IRS administrative
procedures

 An installment agreement provides that no lien will be filed

 Withdrawal will facilitate collection

 A withdrawal will be in the best interest of the government and
the taxpayer

 File Form 12277
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 2011 Fresh Start Initiative created 2 additional options:

 Your tax liability has been satisfied and your lien has been released; and
also:

 You are in compliance for the past three years in filing - all individual
returns, business returns, and information returns;

 You are current on your estimated tax payments and federal tax deposits,
as applicable.

 The other option may allow withdrawal of your Notice of Federal Tax Lien
if you have entered in or converted your regular installment agreement
to a Direct Debit installment agreement. General eligibility includes:

 You are a qualifying taxpayer (i.e. individuals, businesses with income tax
liability only, and out of business entities with any type of tax debt)

 You owe $25,000 or less (If you owe more than $25,000, you may pay
down the balance to $25,000 prior to requesting withdrawal of the Notice
of Federal Tax Lien)

 Your Direct Debit Installment Agreement must full pay the amount you
owe within 60 months or before the Collection Statute expires, whichever
is earlier

 You are in full compliance with other filing and payment requirements

 You have made three consecutive direct debit payments

 You can’t have defaulted on your current, or any previous, Direct Debit
Installment agreement.



 A “discharge” removes the lien from specific property.
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 Subordination does not remove the lien, but allows other
creditors to move ahead of the IRS, which may make it
easier to get a loan or mortgage.

 Subordination is not required but is authorized when it is in
the best interest of the government

 Will the taxpayer use loan proceeds to pay the IRS?

 Will subordination facilitate ultimate collection of tax?

 Example: Mortgage with high interest. Attempt to refinance to
lower interest rate with lower monthly payments.
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On salary and wages under section 6331(e)

On federal payments under section 6331(h),
such as

 federal contractor payments

 unemployment benefits

 workman’s compensation

 certain public assistance payments

 social security payments

 any annuity or pension payment under the Railroad
Retirement Act or benefits under the Railroad
Unemployment Insurance Act
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IRS must provide notice to the taxpayer concerning his/her
right to a collection due process (“CDP”) hearing under
I.R.C. § 6320 or 6330:

(a)Within five days after filing the first Notice of Federal
Tax lien; or

(b)30 days before its first intended levy for the particular
tax and tax period.

See § 6330(f) for exceptions (e.g., jeopardy)
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 References taxpayers’ right to fair and just tax system

 Requires Revenue Officers to consider the taxpayer’s
financial condition, including possible economic
hardship

 Advises not to issue a levy to secure other compliance in
cases of economic hardship (e.g., missing tax returns)

 See Vinatieri v. Comm’r, 133. T.C. 392 (2009)
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 Requires the IRS to release a levy if “the Secretary has
determined that such levy is creating an economic
hardship due to the financial condition of the taxpayer.”

 Economic hardship is where “satisfaction of the levy in
whole or in part will cause an individual taxpayer to be
unable to pay his or her reasonable basic living
expenses.”
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 www.irs.gov

 Publication 594: The IRS Collection Process

 Good overview

 Publication 1660: Collection Appeal Rights

 Publication 4235: IRS Collection Advisory Addresses and
Phone Numbers

 lien issues
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