Section 6323.—Validity and under section 6323 of the Internal Revsection 6323 of the Code when the IR

Priority Against Certain Persons enue Code (Code). Section 501(a) of thided the notice being withdrawn.
Taxpayer Bill of Rights 2 (TBOR2), Pub- Paragraph (b) of the regulations pro

26 CFR 301.6323(j)-1: Withdrawal of notice of ~ lic Law 104-168, 110 Stat. 1452 (1996)yides that the Commissioner has the at

federal tax lien in certain circumstances. amended section 6323 to authorize thihority to withdraw a notice of federal tax
Secretary to withdraw a notice of federalien if one of the following conditions ex-
T.D. 8951 tax lien in certain limited circumstancesists: (1) the filing of the notice of federal

DEPARTMENT OF THE TREASURY Sectio_n 501(6_1) also r_equires th_e Se(_:retatax lien was premature or o_therwise not il
to notify credit reporting agencies, finan-accordance with the administrative proce
cial institutions, and creditors of the with-dures of the Secretary; (2) the taxpaye
drawal upon the written request of théhas entered into an agreement under se
taxpayer. On June 30, 1999, a notice afon 6159 to satisfy the liability for which
proposed rulemaking (REG-101519-97%he lien was imposed by means of install
1999-2 C.B. 114) reflecting thesement payments, unless the agreement |
changes was published in tirederal its terms provides that the notice will nof
AGENCY: Internal Revenue ServiceRegister (64 FR 35102). Several partiespe withdrawn; (3) the withdrawal of no-
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Circumstances

(IRS), Treasury. commented on the notice of proposeece will facilitate collection of the tax lia-
. , rulemaking and a hearing was held omility for which the lien was imposed; or
ACTION: Final regulation. November 30, 1999. The final regula(4) the withdrawal of notice is in the bes
SUMMARY: This document contains tions are adopted with minor changes. interests of the taxpayer and the Unite:
final regulations relating to the with-¢ ; L States.
xplanation of Provisions
drawal of notices of federal tax liens in P A new example has been addé&gm-

certain circumstances. The final regula- Section 501(a) of TBOR2 amendedle 1) that illustrates when the Commis-
tions reflect changes made to sectiosection 6323 of the Code by authorizingioner may withdraw a notice of federa
6323 of the Internal Revenue Code ofhe Secretary to withdraw a notice of fedtax lien under paragraph (b)(1) becaus
1986 by the Taxpayer Bill of Rights 2.eral tax lien under certain conditions anéhe IRS failed to follow administrative
The final regulations affect all taxpayersproviding that upon written request of theProcedures when filing notice. Each ex
seeking withdrawals of notices of federataxpayer the Secretary will notify anyample now refers to just one of the fou
tax liens. credit reporting agency and any financiavvithdrawal criteria under paragraph
EFFECTIVE DATE: These regulationsinStitUtion or creditor identified by the(be)e(j])- In adbditiog:tthe examplej tha\t/ri
apply on or after June 22, 2001. taxp_ayer. These regulations |mplemerh renumbered o correspond to
section 501(a). numbers of the criteria in paragraph (b
FOR FURTHER INFORMATION CON-  The proposed regulations provided thdhat the examples illustrate.
TACT: Kevin B. Connelly, (202) 622- the district director had the authority to One of the commenting parties recom
3630 (not a toll-free number). withdraw a notice of federal tax lien if themended that the final regulations define
~ district director determined that one of théhe terms “facilitate collection” and
SUPPLEMENTARY INFORMATION: oy conditions enumerated in paragraphpest interests of the taxpayer and th
Background (b) of the regulations existed. Because dfnited States,” found in paragraphs

_ _ the reorganization of the Internal Revenué)(3) and (b)(4). The final regulations
This document contains amendments t§gryice (IRS), which eliminated the dispurposely do not define these terms

the Procedure and Administration Regulagict director position, the final regula- Congress intended “to give the IRS dis
tions (26 CFR part 301) relating to thgjgng provide that the Commissioner ogretion to withdraw a notice of lien” in
withdrawal of notices of federal tax liensy;g delegate (Commissioner) may withthese circumstances. H.R. Rep. No. 501
draw a notice of federal tax lien under thd 04th Cong., 2d Sess. 32 (Mar. 28
proper conditions. 1996). The circumstances under which
The notice of federal tax lien is with-lien may be withdrawn are inherently
drawn by filing a notice of withdrawal in factual. Further refinement of the statu
the office in which the notice of federaltory terms may unnecessarily limit the
tax lien is filed and providing the taxpayeilRS'’s ability to withdraw a notice where
with a copy of the notice. Following theappropriate.
withdrawal of a notice of federal tax lien, A commenting party asked the IRS tc
chapter 64 of subtitle F, relating to collecadd a paragraph providing that, if the Na
tion, is applied as if the IRS had nevetional Taxpayer Advocate (or his dele-
filed a notice of federal tax lien. Thegate) determines that a taxpayer is suffe
withdrawal of a notice of federal tax liening or about to suffer a significant
does not affect the underlying tax lienhardship, the National Taxpayer Advocat:
The withdrawal simply relinquishes any(or his delegate) may, in appropriate
lien priority the IRS had obtained undeicases, issue a taxpayer assistance orc



(TAO) requiring the Commissioner to A commenting party suggested that thand Treasury Department participated ir
withdraw a notice of federal tax lien.IRS send notification to credit agenciesheir development.
This issue, concerning whether the Naand financial institutions by certified A
tional Taxpayer Advocate (or his delemail. Certified mail generally is required _. .
gate) may issue a TAO ordering the withwhere there is a statute of limitations de'-:Inal Amendments to the Regulations
drawal of a notice, involves anpendent on service. This is not the case Accordingly, the IRS amends 26 CFR
interpretation of section 7811, and the auwwith respect to notification under sectiorpart 301 as follows:
thority granted to the National Taxpaye6323(j)(2).
Advocate, which are not pertinent to this A commenting party also requested thd?ART 301—PROCEDURE AND
regulation. language be added to the regulations st@APMINISTRATION

The final regulations provide that a pering that, upon receipt of notification that TR
son may request the withdrawal of a nothe IRS has withdrawn a notice of federaﬁaﬁa;%%riz:tilhugg ?Oalrjéggnitz citation for_
. . - . . X . part as fol
tice of federal tax lien by writing to thetax lien, a credit agency will be immune; ..
Commissioner. Awritten request for with-from any damage claim a taxpayer may A S -

; . o . . uthority: 26 U.S.C. 7805

drawal must include: (1) the name, currerffave against it for its handling of the no- Par. 2. Section 301.6323()—1 is addec
address, and taxpayer identification nuntice if the credit agency acts within rea-to read és follows: ’
ber of the person requesting withdrawal a§onable time after receiving notice. The '
the notice of federal tax lien; (2) a copy obtatute simply instructs the IRS to notify§301.6323(j)—1 Withdrawal of notice of
the notice of federal tax lien affecting thecredit agencies of a notice of Withdrawafedera| tax lien in certain circumstances.
property, if available; (3) the groundsupon request of the taxpayer. The IRS
upon which the withdrawal of notice ofdoes not have the statutory authority to (@) In general. The Commissioner or
federal tax lien is being requested; (4) ahield a credit agency from a taxpayer’§is delegate (Commissioner) may with-
list of the names and addresses of anyaim for damages due to how the credidraw a notice of federal tax lien filed
credit reporting agency and any financiahgency handled the notice. under this section, if the Commissioner
institution or creditor that the taxpayer The regulations will be applicable ondetermines that any of the conditions in
wishes the Commissioner to notify of theor after June 22, 2001, with respect t®aragraph (b) of this section exist. A no-
withdrawal of notice of federal tax lien;withdrawals of any notice of federal taxtice of federal tax lien is withdrawn by the
and (5) a request to disclose informatiofien occurring after such date regardlesding by the Commissioner of a notice of

relating to the withdrawal to the persons osf when the notice was filed. withdrawal in the office in which the no-
entities listed. tice of federal tax lien is filed. If a notice

The Commissioner must consider eacfpecial Analyses of withdrawal is filed, chapter 64 of subti-
taxpayer’s request for withdrawal of no- tle F, relating to collection, will be applied

tice of federal tax lien and determine It ha_s be_en deterr_nm_e_d that this finalg it the withdrawn notice had never beer
whether any of the conditions authorizin egglatlon IS npt a S_Igmflcant _regulatoryf”ed_ A copy of the notice of withdrawal
withdrawal exist and whether to issue Sction as defined in Executive Ordefy e provided to the taxpayer. Upon
withdrawal. The Commissioner also ma 2865' Therefqre, a regulatory aSSeSyritten request by a taxpayer with respec
issue a notice of withdrawal based on inr_nent_ IS not reqwrepl. It also has been d‘?(') whom a notice of federal tax lien has
formation received from a source othePe.rm'ned _that section 553(b) of the Adyeen or will be withdrawn, the Commis-
than the taxpayer. ministrative Procedure Act (5 U.S.C.gjoner will promptly make reasonable ef-
If the Commissioner grants a requesn2Pter 5) does not apply to these reguigs i 1 notify any credit reporting agency

for the withdrawal of notice of federal taxtlorlf’:?: tt;]ecz';lusel t?ie:Olilethanftmforrénd any financial institution or creditor
lien, the taxpayer may supplement the lidf'ato € regulations IS exempt pu

identified by the taxpayer of the with-
of credit reporting agencies and financi uant to 5 U.S.C. 601(7)(B), theyraya| of such notice. The withdrawal of
institutions or creditors provided with the

egulatory Flexibility Act (5 U.S.C. 5 tice of federal tax lien will not affect

request for withdrawal. If no list was sub-ChaPter 6) does not apply. Pursuant e underlying federal tax lien.
section 7805(f) of the Internal Revenue (b) Conditions authorizing withdrawal

mitted with the request for withdrawal, aC de. this requlation will b bmitted t
list may be submitted after the notice i ode, this regufatio € su €0 ©Orhe commissioner may authorize the
Swithdrawal of a notice of federal tax lien

withdrawn. A request to supplement thz\she Chief Counsel for Advocacy of th
mall Business Administration for Com-u|00n determining that one of the follow-
ing conditions exists:

list must be sent in writing to the Com- o .
missioner. The request must contain: (ﬂmnt on its impact on small businesses.

the name, current address, and taxpaypBkafting Information (1) Premature or not in accordance with
identification number of the person re- administrative proceduresThe filing of
guesting the notification; (2) a copy of the The principal author of these regulathe notice of federal tax lien was premature
notice of withdrawal; (3) the names andions is Kevin B. Connelly, Office of As- or otherwise not in accordance with the ad
addresses of the persons or entities tlseciate Chief Counsel (Procedure and Admninistrative procedures of the Secretary.
taxpayer wishes the IRS to contact; anthinistration), Collection Bankruptcy & (2) Installment agreement The tax-
(4) a request to disclose the withdrawal tS8ummons Division, CC:PA:CBS, IRS.payer has entered into an agreement und
the persons or entities listed. However, other personnel from the IRSection 6159 to satisfy the liability for



which the lien was imposed by means cftanding federal income tax liability in installments.withdrawal of a notice of federal tax lien
installment payments. Entry into an in-T:: sirezzz?;dp;f:’;‘i‘i;hzt :rr;(:&emosf feAdte"'T?E'}It%ust be made in writing in accordance
stallment ggreem_ent may not, hov_vevepays th){a installments eac‘:w %onth and has not )c/i\é\{l_th _procedures prescribed by the Com.
be the basis for withdrawal of a notice Ofauited in any way. Eleven months after enteringiSSiOner.
lien if the installment agreement specifiinto the installment agreement, the Internal Revenue (2) Form. The written request will in-
cally provides that a notice of federal ta)Service files a notice of federal tax lien. Noting thatlude the following information and doc-
lien will not be withdrawn. there has been no default, the taxpayer asks the Uments—
. . . ternal Revenue Service to withdraw the notice of .

(3) Facilitate cc_)llectlon The W|th_- federal tax lien. In this situation, the Commissioner 0] l_\l_am(_a, current address, and taxpaye
drawal of the notice of federal tax lienmay withdraw the notice of federal tax lien becaustlentification number of the person re-
will facilitate the collection of the tax lia- the taxpayer has entered into an installment agreguesting the withdrawal of notice of fed-
bility for which the lien was imposed. ment. eral tax lien;

(4) Best interests of the United States Example 3 Ais an employee of X Corporation.  (jj A copy of the notice of federal tax

. A notice of federal tax lien has been filed to secur: : ) ;
and the taxpayer(i) In general The an outstanding tax liability against A. A, who has n(ﬁen affecting the taxpayer’s property, if

taxpayer or the National Taxpayer Advo'assets and no other secured creditors, has agreecﬂéa"able;
cate (or his delegate) has consented to thgy the balance of tax due through payroll deduc- (iii) The grounds upon which the with-
withdrawal of the notice of federal taxtions at a rate higher than the Internal Revenue Sarawal of notice of federal tax lien is
lien, and withdrawal of the notice wouldvice could obtain through a wage levy in order to geheing requested;
be in the best interest of the taxpayer, 4& notice of federal tax lien withdrawn. X Corpora- ) A jist of the names and addresses o
. tion has agreed to allow A to enter into a payroll de- . . .
o_letermmed by the taxpayer or_the Nag,ction agreement. In this situation, the Commis@ny c_:re_d|t _rep_ortlng agency and any fi-
tional Taxpayer Advocate (or his delexjoner may withdraw the notice of federal tax lien tdl@ncial institution or creditor that the tax-
gate), and in the best interest of thecilitate collection. payer wishes the Commissioner to notify
United States, as determined by the Com- Example 4 A'is owner of a farm machinery of the withdrawal of notice of federal tax
missioner. dealership against whom a notice of federal tax Iienen; and

(i) Best interest of the ta_lxpayeWhen Zacsu?;r;;”gdptgyisnzcﬁgi ?gxolgﬁ:ﬁ&dg;g;sﬁr:gz:'_ty' (v) Arequest to disclo_se the withdrawal
a taxpayer requests the withdrawal of NQnent agreement. X Corporation has agreed to préf notice of federal tax lien to the persons
tice of federal tax lien based on the beside A with 100 tractors to increase As inventory iflisted in paragraph (d)(2)(iv) of this sec-
interests of the United States and the tajke notice of federal tax lien is withdrawn. A askgjon.
payer, the National Taxpayer Advocatd® Interal Revenue Service to withdraw the notice o) g nplemental list of credit agen-
. . . of federal tax lien. The Commissioner determines . . . . . .
(or his delegat_e) generally will dete_rmlne[hat the larger inventory would enable A to generat&! €S financial institutions, and
whether the withdrawal of the notice ofyqditional tractor sales. Increased sales would egfeditors—(1) In general. If the Com-
federal tax lien is in the best interest of theble A to increase the amount of installment paymissioner grants a withdrawal of notice
taxpayer. If, however, a taxpayer requestgents and, consequently, reduce the amount of tinggf federal tax lien, the taxpayer may
the Commissioner to withdraw a notice'®ded to satisfy the liability. A, who has no otheg nnlement the list in paragraph
and has not specifically requested the N assets or secured creditors, has agreed to modify tE&)(Z)(iv) of this section. If no list was
~ - stallment agreement. The Commissioner ma - ) .
tional Taxpayer Advocate (or his delewthdraw the notice of federal tax lien because th@rovided in the request to withdraw the
gate) to determine the taxpayer’s best irnwithdrawal is in the best interest of the taxpayer anfotice of federal tax lien, the list in para-
terest, a finding by the Commissioner thate United States. graph (d)(2)(iv) of this section and the
the withdrawal of notice is in the best in- () Determinations by the Commis-request for notification in paragraph
terest of the taxpayer will be sufficient tosioner. The Commissioner must deter{(d)(2)(v) of this section may be submit-
support withdrawal. If the Commissionefmine whether any of the conditions authoted after the notice is withdrawn.
decides independently of a request by tHézing the withdrawal of a notice of (2) Manner A request to supplement
taxpayer to withdraw a notice of federafederal tax lien exist if a taxpayer submitshe list of any credit agencies and any fi-
tax lien, the taxpayer or the National Taxa request for withdrawal in accordancéancial institutions or creditors that the
payer Advocate (or his delegate) muswith paragraph (d) of this section. Theaaxpayer wishes the Commissioner to no
consent to the withdrawal. Commissioner may also make this detetify of the withdrawal of notice of federal

(5) Examples The following examples mination independent of a request frontax lien must be made in writing in accor-
illustrate the provisions of this paragraptihe taxpayer based on information redance with procedures prescribed by thi
(b): ceived from a source other than the taxGommissioner.

Example 1 A owes $1,000 in Federal incomepayer. If the Commissioner determines (3) Form. The request must include the
taxes. The IRS files a nofice of federal tax lien to seh 5t conditions authorizing the with-following information and documents—
o raWalare not presen,the Commissioner ) Name, current address, and axpaye
Manual (but not required by statute) with regard tdn@y Not authorize the withdrawal. If theidentification number of the taxpayer re-
managerial approval prior to the filing of a notice ofCOMmMissioner determines conditions foguesting the notification of any credit
federal tax lien. The Commissioner may withdrawyithdrawal are present, the Commisagency or any financial institution or
the notice of federal tax lien because the filing of thgjoner may (but is not required to) authoereditor of the withdrawal of notice of
notice was not in accordance with the Secretary’'s . .
administrative procedures. rize the withdrawal. _ fed_gral tax lien; _ _

Example 2 A owes $1,000 in federal income (d) Procedures for request for with- (i) A copy of the notice of withdrawal,

taxes. A enters into an agreement to pay the ouifawal—(1) Manner. A request for the if available;



(iii) A supplemental list, identified as Robert E. Wenzel,
such, of the names and addresses of any Deputy Commissioner of
credit reporting agency and any financial Internal Revenue.
institution or creditor that the taxpayer
wishes the Commissioner to notify of the”APProved June 13, 2001.

W|t(;1drawal of notice of federal tax lien; Mark A. Weinberger,
an

(iv) A request to disclose the with-
drawal of notice of federal tax lien to the
persons listed in paragraph (e)(3)(iii) ofFiled by the Office of the Federal Register on June
this section. 21, 2001, 8:45 a.m., and published in the issue of th

(f) Effective date This section applies Federal Register for June 22, 2001, 66 F.R. 33464)
on or after June 22, 2001, with respect to
a withdrawal of any notice of federal tax
lien.

Assistant Secretary
of the Treasury.



