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Financial Disability
WHAT DOES IT MEAN?
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25.6.1.10.2.9.1 (10-01-2018)
Financial Disability
(1) IRC Section 6511(h) provides that the general period of limitations on claims for credit or
refund are suspended during the period that an individual is "financially disabled."
Note: A period for filing a claim for credit or refund extended by any consent to extend the
period of limitations on assessment will also be suspended if the individual is financially
disabled.
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(2) Financially Disabled. Financially disabled means being
unable to manage financial affairs.
Cause of Disability. The inability must be due to a
medically determinable mental or physical impairment.
Required Effect of Disability. The impairment must be
expected to either result in death, have already lasted for
a continuous period of not less than 12 months, or must
be expected to last for a continuous period of not less
than 12 months.
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(3) No Suspension While Financial Affairs Managed by Certain Persons. The period of financial
disability does not include any period in which the taxpayer's spouse or any other person is
authorized to act on behalf of the taxpayer in financial matters (e.g., a guardian).
(4) Procedural Requirements Regarding Impairment. Proof of the medically-determined
impairment must be submitted with the taxpayer's claim for credit or refund of tax.
A written statement from the person signing the claim for credit or refund that no person, including
the taxpayer's spouse, was authorized to act on behalf of the taxpayer during the period the
taxpayer was prevented from managing his/her financial affairs.
A written statement from a medical physician, must name and describe the mental or physical
impairment, give a medical opinion that the impairment prevented the taxpayer from managing his
or her financial affairs, give a medical opinion that the impairment has had, or is expected to have,
one of the effects described in (2)(b), above, state, to the best of the physician's knowledge, the
period during which the taxpayer was prevented from managing his or her financial affairs, and
include a signed certification that to the best of the physician's knowledge and belief, the above
representations are true, correct, and complete.
Note: In a recent court case, Hoff Stauffer etal.v.IRS,15-CV-10271-MLW (2017), the court ruled that a
statement provided by a psychologists can be used in determining financial disability.
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(5) Joint Returns. Claims for credit or refund for a period in which a joint return was filed cannot be denied
solely because one of the spouses on the return was not financially disabled. Such claims should be
considered as they relate to the financially disabled spouse.
(6) Length of Mental Impairment for Purposes of (2)(b), above. An individual with a mental impairment
who consults with a psychiatrist automatically has proof that the impairment continued for the entire
period of consultation. If a mental impairment renders a person incapable of caring for himself or herself
for part of a period but not for other parts, a physician must, as required above, identify the period during
which the taxpayer was prevented from managing his or her financial affairs. In order for the exception to
apply, the physician must determine that the person was continuously impaired for a period described in
(2)(b), above. The impairment may vary between a severe and a moderate impairment during a period
described in (2)(b), above, but it may not vary between severely impaired and not impaired
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Example: Taxpayer filed a timely return for tax year 2000. Taxpayer was entitled to claim a refund for
2000 but failed to submit it before the RSED on 4/15/2004. On May 1, 2003, Taxpayer was diagnosed with
Alzheimer’s disease by his physician and by November of 2003, Taxpayer’s condition was so severe that
he could not travel alone. On November 12, 2003, Taxpayer’s spouse authorized a relative to act for
Taxpayer and on September 15, 2004, the relative filed a claim for refund on behalf of Taxpayer for tax
year 2000. Along with the claim, taxpayer’s physician stated that to the best of the physician’s knowledge,
Taxpayer had become permanently unable to manage financial affairs by March 31, 2003.
Taxpayer qualifies for the financial disability exception for the 2000 tax year. The period of limitations for
filing a claim for refund for tax year 2000 was suspended from March 31, 2003 through November 11,
2003 (225 days). Thus, the 225 days are added to April 15, 2004, the normal RSED, and the RSED for
Taxpayer is November 26, 2004. The refund claim was timely because it was filed on or before November
26, 2004.
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Example: Taxpayer filed a timely return for tax year 2000. Taxpayer was entitled to claim a
refund for 2000 but failed to submit it before the RSED on 4/15/2004. On December 1,
2005, Taxpayer was diagnosed with Alzheimer’s disease by his physician. The physician
believes that the effects of the disease were evident as early as 2003, but that the disease
was intermittent until recently. On April 1, 2006, Taxpayer's spouse authorized a relative to
act for Taxpayer for tax year 2000.
While the disease impaired Taxpayer intermittently during the period of limitations for
filing a claim for refund for the 2000 tax year to the extent that during those intermittent
periods he could not manage his financial affairs, he did not become impaired for a
continuous period described in (2)(b), above, until late in 2005 after the RSED had passed.
Accordingly, Taxpayer does not qualify for the financial disability exception for the 2000 tax
year and the refund claim is not timely.
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Time for Filing a Claim for Refund
[Reference: IRC § 6511(a)]
Generally, you must file a claim for a credit or refund within 3 years
from the date you filed your original return or 2 years from the date
you paid the tax, whichever is later. If you do not file a claim within
this period, you may no longer be entitled to a credit or a refund.
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Periods of financial disability [References: IRC §
6511(h) - Revenue Procedure 99-21 - IRM
25.6.1.10.2.9.1]
If you are an individual (not a corporation or other taxpaying entity), the period of limitations on
credits and refunds can be suspended during periods when you cannot manage your financial
affairs because of physical or mental impairment that is medically determinable and either:
Has lasted or can be expected to last continuously for at least 12 months, or
Can be expected to result in death.

The period for filing a claim for refund will not be suspended for any time that someone else,
such as your spouse or guardian, was authorized to act for you in financial matters.
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continued
To claim financial disability, you generally must submit the following statements with your claim for credit or
refund:
A written statement signed by a physician, qualified to make the determination, that sets forth:

The name and a description of your physical or mental impairment,
The physician's medical opinion that your physical or mental impairment prevented you from managing your
financial affairs,
The physician's medical opinion that your physical or mental impairment was or can be expected to result in
death, or that it has lasted (or can be expected to last) for a continuous period of not less than 12 months, and

To the best of the physician's knowledge, the specific time period during which you were prevented by such
physical or mental impairment from managing your financial affairs, and
A written statement by the person signing the claim for credit or refund that no person, including your spouse,
was authorized to act on your behalf in financial matters during the period described in paragraph (1)(d) of the
physician's statement. Alternatively, if a person was authorized to act on your behalf in financial matters during
any part of the period described in that paragraph, the beginning and ending dates of the period of time the
person was so authorized.
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Limit on Amount of Refund [References: IRC
§ 6511(b) - IRM 25.6.1.10.2.9.1]
If you file your claim within 3 years after filing your return, the credit or refund
cannot be more than the part of the tax paid within the 3 years (plus the length
of any extension of time granted for filing your return) before you filed the
claim.
If you file a claim after the 3-year period, but within 2 years from the time you
paid the tax, the credit or refund cannot be more than the tax you paid within
the 2 years immediately before you filed the claim.
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Appeal Within the IRS
You can appeal an IRS tax decision to a local Appeals Office, which is separate
from and independent of the IRS office taking the action you disagree with. The
Appeals Office is the only level of appeal within the IRS. Conferences with
Appeals Office personnel are held in an informal manner by correspondence, by
telephone, or at a personal conference. If you want an appeals conference,
follow the instructions in the letter you received. Your request will be sent to the
Appeals Office to arrange a conference at a convenient time and place. You or
your representative should be prepared to discuss all disputed issues at the
conference. Most differences are settled at this level. If agreement is not
reached at your appeals conference, you may be eligible to take your case to
court.
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District Court and Court of Federal
Claims [Reference: IRC § 6532]
If your claim is totally or partially disallowed by the IRS, you should receive a
notice of claim disallowance. If the IRS does not act on your claim within 6
months from the date you filed it, you can then file suit for a refund.
You generally must file suit for a credit or refund no later than 2 years after the
IRS informs you that your claim has been rejected. However, you can file suit if it
has been 6 months since you filed your claim and the IRS has not yet delivered a
decision. You can file suit for a credit or refund in your United States District
Court or in the United States Court of Federal Claims.
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Questions?
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