Notice of Proposed Rulemaking Internal Revenue Code (Code). Sectio8ecretary; (2) the taxpayer has entere
_ _ 501(a) of the Taxpayer Bill of Rights 2into an agreement under section 6159 t
Withdrawal of Notice of Federal (TBOR2), Public Law 104-168, 110 Statsatisfy the liability for which the lien was

Tax Lien in Certain 1452 (1996), amended section 6323 to aimposed by means of installment pay:-

Circumstances thorize the Secretary to withdraw a noticenents, unless the agreement by its tern
of federal tax lien in certain limited cir- provides that the notice will not be with-

REG-101519-97 cumstances. Section 501(a) also requiresawn; (3) the withdrawal of notice will

the Secretary to notify credit reportingfacilitate collection of the tax liability for
agencies, financial institutions and crediwhich the lien was imposed; or (4) the
tors of the withdrawal upon the written rewithdrawal of notice would be in the best
ACTION: Notice of proposed rulemak-duest gf the taxpayer. These proposeidterest_of the taxpayer, as determined .b
ing. regulatlpns reflect the amendments madae Na'uo_nal Taxpayer Adv_ocate, and in
by Section 501(a) of TBOR2. the best interest of the United States, ¢

SUMMARY: This document contains . - determined by the director.

proposed regulations relating to the WithI_Epranatlon of Provisions The fourth ground for withdrawal (i.e.,
drawal of notices of federal tax liens in Section 501(a) of TBOR2 amendedVithdrawal based on the best interests
certain circumstances. The proposed regection 6323 of the Code by authorizingh€ Parties) requires that the withdrawa
ulations reflect changes made to sectiothe Secretary to withdraw a notice of fedbe in the best interests of both the Unite
6323 of the Internal Revenue Code oéral tax lien under certain conditions anétates and the taxpayer. Therefore, tw
1986 by the Taxpayer Bill of Rights 2.providing that upon written request of thedistinct determinations must be made be
The proposed regulations affect all taxtaxpayer the Secretary will notify anyfore a director may withdraw a notice of
payers seeking withdrawals of notices ofredit reporting agency and any financialederal tax lien based on the best interes
federal tax liens. institution or creditor identified by the Of the parties. Under the proposed regule

taxpayer_ These proposed regu|ations inﬁi.()ns the dire.ctor alone will d.etermine
DATES: Written comments and requestplement section 501(a). whether the withdrawal of a notice of fed-

for a public hearing must be received by The proposed regulations provide that gral tax lien is in the United States’ bes
September 27, 1999. district director, the director of a servicdnterest. The National Taxpayer Advocate

center or the Assistant Commissioner (Indenerally will determine whether the
ADDRESSES: Send submissions t0gernational)(the relevant person being rewithdrawal of a notice is in the taxpayer’s
CC:DOM:CORP:R (REG-101519-97) ferred to as “the director”) may withdrawbest interest; however, if a taxpayer re
room 5228, Internal Revenue Servicey notice of federal tax lien if the directorquests the director to withdraw a notice
POB 7604, Ben Franklin  Station, Washgetermines that one of the conditions en@nd has not requested the National Ta>
ington, DC 20044. Submissions may benerated in paragraph (b) of the regulaPayer Advocate to determine the tax:
hand delivered to: CC:DOM:CORP:Rtjons exists. The notice of federal tax liefayer’s best interest, a finding by the di-
(REG-101519-97), room 5228, Internajs withdrawn by filing a notice of with- rector that the withdrawal is in the
Revenue Service, 1111 Constitution Avgrawal in the office in which the notice oftaxpayer’s, as well as the United States'
enue NW, Washington, DC. Alterna-federal tax lien is filed and providing thebest interest will be sufficient to support
tively, taxpayers may submit commentsaxpayer with a copy of the notice. Folthe withdrawal of notice. The director is
electronically via the Internet by selectingowing the withdrawal of a notice of fed-not authorized to determine that the with.
the “Tax Regs” option on the IRS Homegral tax lien, chapter 64 of subtitle F, redrawal of a notice is not in the taxpayer’s
Page, or by submitting comments directlyating to collection, is applied as if thebest interest. Only the National Taxpaye
to the IRS Internet site at http://www.|RS had never filed a notice of federal taYAdvocate is authorized to make that de
irs.ustreas.gov/prod/tax_regslisthtml.  lien. The withdrawal of a notice of fed-termination.

eral tax lien does not affect the underlying The proposed regulations provide that :
FOR FURTHER INFORMATION CON- {ay jien. The withdrawal simply relin- person may request the withdrawal of :
TACT: Kevin B. Connelly, (202) 622- quishes any lien priority the IRS had obnotice of federal tax lien by writing to the

AGENCY: Internal Revenue Service
(IRS), Treasury.

3640 (not a toll-free number). tained under section 6323 of the Coddirector (marked for the attention of the

~when the IRS filed the notice being with-Chief, Special Procedures Function) o
SUPPLEMENTARY INFORMATION: drawn. the district in which the notice is filed. A
Background The proposed regulations provide thatritten request for withdrawal must in-

the director has the authority to withdrawclude: (1) the name, current address, ar

This document contains proposed notice of federal tax lien if one of thetaxpayer identification number of the per-
amendments to the Procedure and Admitellowing conditions exists: (1) the filing son requesting withdrawal of the notice of
istration Regulations (26 CFR part 301pf the notice of federal tax lien was prefederal tax lien; (2) a copy of the notice of
relating to the withdrawal of notices ofmature or otherwise not in accordancéderal tax lien affecting the property, if
federal tax liens under section 6323 of theith the administrative procedures of thevailable; (3) the grounds upon which the



withdrawal of notice of federal tax lien ismation in the regulation is exempt pur- Par. 2. Section 301.6323(j)—1 is addec
being requested; (4) a list of the namesuant to 5 U.S.C. 601(7)(B), the Regulato read as follows:
and addresses of any credit reportintpry Flexibility Act (5 U.S.C. chapter 6) ) ] )
agency and any financial institution ordoes not apply. Pursuant to sectio§301.6323()-1 Withdrawal of notice of
creditor that the taxpayer wishes the di7805(f) of the Internal Revenue Codefederal tax lien in certain circumstances.
rector to notify of the withdrawal of no- this notice of proposed rulemaking will be (a) In general. A district director, the
tice of federal tax lien; and (5) a request teubmitted to the Chief Counsel for AdVo-pggjgtant commissioner (International),
disclose information relating to the with-cacy of the Small Business Administrag, . yno girector of a service center (collec-
drawal to the persons or entities listed. tion for comment on its impact on Sma”tively the director) may withdraw a notice
The director must consider each taxbusinesses.

, . . of federal tax lien filed under this section,
payer’s request for withdrawal of notice, . Requests for a Public  if the director determines that any of the

of federal tax lien and determine whgtheﬁearmg conditions in paragraph (b) of this section
any of the conditions authorizing with- exist. A notice of federal tax lien is with-

drawal exists and whether to issue a with- Before these proposed regulations argrawn by the director filing a notice of
drawal. The director also may issue a naxdopted as final regulations, considerayithdrawal in the office in which the no-
tice of withdrawal based on informationtion will be given to any written com- tice of federal tax lien is filed. If a notice
received from a source other than the taxnents that are submitted timely (preferof withdrawal is filed, chapter 64 of subti-
payer. . ably a signed original and eight (8) copiesje F, relating to collection, will be applied
If the director grants a withdrawal ofto the IRS. Alternatively, taxpayers mayss if the withdrawn notice had never beer
notice of federal tax lien, the taxpayesubmit comments electronically via thejled. A copy of the notice of withdrawal
may supplement the list of credit reportinternet by selecting the “Tax Regs” opywill pe provided to the taxpayer. Upon
ing agencies and financial institutions otion on the IRS Home Page, or by submityitten request by a taxpayer with respec
creditors provided with the request foting comments directly to the IRS Internety \whom a notice of federal tax lien has
withdrawal. If no list was submitted withsite at http:// www.irs.ustreas.gov/prodheen or will be withdrawn, the director
the request to withdraw, a list may be sultax_regslist.html. All comments will be ;) promptly make reasonable efforts to
mitted after the notice is withdrawn. Are-available for public inspection and COPYnotify any credit reporting agency and
guest to supplement the list must be seirig. The IRS and Treasury Departmen{;ny financial institution or creditor identi-
in writing to the director (marked for thespecifically request comments on the clafjeq by the taxpayer of the withdrawal of
attention of the Chief, Special Procedureiy of the proposed rule and how it may b ,ch notice. The withdrawal of a notice
Function) of the district in which the no-made easier to understand. A public heags fageral tax lien will not affect the un-
tice of federal tax lien is filed. The re-ing may be scheduled if requested in Writderlying federal tax lien.
guest must contain: (1) the name, curreiiig by a person that timely submits writ- (b) Conditions authorizing withdrawal.
address, and taxpayer identification numten comments. If a public hearing isThe director may authorize the with-
ber of the person requesting the notificascheduled, notice of the date, time, ang,....-i of a notice of federal tax lien upon
tion; (2) a copy of the notice of with-place for the hearing will be published indetermining that one of the following
drawal; (3) the names and addresses tfeFederal Register.

th iities the t ish conditions exists:
€ persons or entiies the taxpayer wishes . i 1) Premature or not in accordance
the IRS to contact; and (4) a request t rafting Information (1)

. . with administrative proceduresThe fil-

disclose the withdrawal to the persons or The principal author of these regulaing of the notice of federal tax lien was

entities listed. tions is Kevin B. Connelly, Office of As- premature or otherwise not in accordanc
The regulations as proposed will be efsjstant Chief Counsel (General Litigation)yith the administrative procedures of the

fective when the final regulations are pubeC:EL:GL, IRS. However, other person-Secretary.

lished in theFederal Registerwith re- nel from the IRS and Treasury Depart- (2) Installment agreement.The tax-

spect to withdrawals of any notice ofment participated in their development. payer has entered into an agreement und

federal tax lien occurring after such date e ke section 6159 to satisfy the liability for
regardless of when the notice was filed. which the lien was imposed by means of
Special Analyses Proposed Amendments to the Regulatiorigstallment payments. If, however, the

agreement specifically provides that a no.

It has been determined that this notice Accordingly, the IRS proposes totice of federal tax lien will not be with-

of proposed rulemaking is not a signifi-emend 26 CFR part 301 as follows: drawn, the director may not grant a re-
cant regulatory action as defined in EQ’ART 301—PROCEDURE AND quest for Withdrawal of that notice of
12866_5. Therefqre, a regulatory assesgy\iNISTRATION federal tax lien under this paragraph
ment is not required. It also has been de- (b)(2).

termined that section 553(b) of the Ad- Paragraph 1. The authority citation for (3) Facilitate collection. The with-
ministrative Procedure Act (5 U.S.C.part 301 continues to read in part as fodrawal of the notice of federal tax lien
chapter 5) does not apply to these reguléows: will facilitate the collection of the tax lia-
tions, and because the collection of infor- Authority: 26 U.S.C. 7805 * * * bility for which the lien was imposed.



(4) Best interests of the United State the best interest of the United States becausegiayer wishes the director to notify of the
and the taxpaye(i) In general. The tax- Would enable A to generate additional tractor salegyithdrawal of notice of federal tax lien;
payer or the National Taxpayer Advocat@nd mcreasgd §ales would enable A to increase t d

. amount of his installment payments as well as re- . .

has consented to the withdrawal of the NQce the amount of time needed to satisfy the liabil- (V) A réquest to disclose the withdrawal
tice of federal tax lien, and withdrawal Ofity. A, who has no other assets or secured creditor@f notice of federal tax lien to the persons
the notice would be in the best interest dfas agreed to modify his installment agreement. listed in paragraph (d)(2)(iv) of this sec-
the taxpayer, as determined by the Ndhe National 'I'_axpayer Advocate (or the directqr ition.

tional Taxpayer Advocate, and the Unite({f“ of the National Taxpayer Advocate) determines o g\ lemental list of credit agencies,

. . at the withdrawal is in the best interests of the tax- L .

States, as determined by the director. payer, the director may withdraw the notice of feglinancial institutions, and creditors(1)

(i) Best interest of the taxpayellhe eral tax lien because withdrawal is in the best intel general. If the director grants a with-
National Taxpayer Advocate generallyest of the taxpayer and the United Statesdrawal of notice of federal tax lien, the
will determine whether the withdrawal ofAlternatively, the director may withdraw the noticetaxpayer may supplement the list in para
a notice of federal tax lien is in the begpf federal taxlien to facilitate collection. graph (d)(2)(iv) of this section. If no list
interest of the taxpayer. If, however, a (c) Determinations by the directoThe Was provided in the request to withdraw
taxpayer requests the director to withdraWirector must determine whether any ofhe notice of federal tax lien, the list in
a notice and has not specifically requestefle conditions authorizing the withdrawaParagraph (d)(2)(iv) of this section and
the National Taxpayer Advocate to deteryf 5 notice of federal tax lien exist if a taxtN€ request for notification in paragraph
mine the taxpayer’s best interest, a ﬁnd'ayer submits a request for withdrawal ikd)(2)(v) of this section may be submitted
ing by the director that the withdrawal ofy.cordance with paragraph (d) of this se@fter the notice is withdrawn
notice is in the best interest of the taXgon. The director also may make this de- (2) Manner. A re.quest tq supplementl
payer will be sufficient to support with- tarmination based on information received® list of any credit agencies and any fi-
drawal. from a source other than the taxpayer. pancial ms_tltutlons or_credltors tha_t the

(5) Examples.The following examples ia director determines that conditions ad@xPayer wishes the director to notify of
illustrate the provisions of this paragrapqhorizing the withdrawal are not presentthe withdrawal of notice of federal tax

(b): the director may not authorize the with-rie” must be sent in writing to the director

) ) : ; .(marked for the attention of the Chief,
Example 1.A is an employee of X Corporation. Qrawal. If_ the director determines Co-ndISpeciaI Procedures Function) of the dis

A notice of federal tax lien has been filed to securéions for withdrawal are present, the direc=""" hich th i ¢ federal i
an outstanding tax liability against A. A, who has nqor may (but is not required to) authoriz&"Ct In which the notice of federal tax lien

assets and no other secured creditors, has agreeqp@ \vithdrawal. If the basis for the with-'S filed.

pay the balance of tax due through payroll deducs . . (3) Form. The request must include the
tions at a rate higher than the Internal Revenue Se"?-raw'f;lI is the best interests of the taxpayer

: following information and documents—
vice could obtain through a wage levy in order to ge@Nd the Internal Revenue Service, the tax® 9

the notice of federal tax lien withdrawn. X Corporafayer or the National Taxpayer Advocate () !\I_amg current address, and taxpaye
tion has agreed to allow A to enter into a payroll demust consent to the withdrawal. 'dem'fllcatlon num_b.er O_f the taxpayer r?'
duction agreement. In this situation, the director (d) Procedures for request for With_questlng the nOt_lflcatl_On _Of a_ny_credlt
may withdraw the notice of federal tax lien to facili-drawal_(l) Manner. A request for the agency or any financial institution or
tate collection. : - . creditor of the withdrawal of notice of
Example 2. A owes $1,000 in federal income Withdrawal of a notice of federal tax lien deral tax lien:
taxes. A enters into an agreement to pay the outAiust be made in writing to the directorfe eral tax fien, ) )
standing federal income tax liability in installments.(marked for the attention of the Chief, () A COpy of the notice of withdrawal,

The agreement provides that a notice of federal @¥necial Procedures Function) of the dié.f available;
lien may be filed if the taxpayer defaults. AtimelygiCt in which the notice of federal tax lien (i) A supplemental list, identified as

pays the installments each month and has not d such, of the names and addresses of ar

faulted in any way. Eleven months after enterinés iled. . . . .
into the installment agreement, the Internal Revenue (2) Form. The written request will in- ,Creqlt rgportlng agency and any financial
institution or creditor that the taxpayer

Service files a notice of federal tax lien. Noting thatude the following information and doc- ) ) ;
there has been no default, the taxpayer asks the Wyments— WISheT t?e dll’eCt(?rf tg nOItIfy Olf the Wléh-
ternal Revenue Service to withdraw the notice of . awal of notice of federal tax lien; an

federal tax lien. In this situation, the director may, (i) Name, current address, and taXpayé:‘I(iv) A request to disclose the with-

; ; ; entification number of the person re- . .
withdraw the notice of federal tax lien because théd p drawal of notice of federal tax lien to the

taxpayer has entered into an installment agreemegtiesting the withdrawal of notice of fed- listed | h 3)(iii) of
that does not prohibit the withdrawal of the notice. eral tax lien; Fhe'rsonst' isted in paragraph (e)(3)(iii) o
IS section.

Example 3.Ais the owner of a farm machinery i A co of the notice of federal tax
(i) Py (f) Effective date.This section applies

dealership against whom a notice of federal tax Iienen affecting the taxpaver's propertv. if
has been filed to secure an outstanding tax liability. 9 pay property, on or after the date final regulations are

A currently is paying the tax liability by an install- available; ublished in the Federal Register with re-
ment agreement that prohibits the withdrawal of the (iii) The grounds upon which the with-P . gIste

notice of federal tax lien. X Corporation has agreedirawal of notice of federal tax lien isSpeCt to aWIthdrawal of any notice of fed-
to provide A with 100 tractors to increase A's inven-being requested: eral tax lien.

tory if the notice of federal tax lien is withdrawn. A . . .
aslils the Internal Revenue Service to withdraw the (iv) Alist of the names and addresses of Michael P. Dolan,

notice of federal tax lien. The director determine@NY Credit reporting agency and any fi- Deputy Commissioner of
that the withdrawal of the notice of federal tax lien ignancial institution or creditor that the tax- Internal Revenue.



