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The objective of the Low Income Tax Practice Newsletter is to provide low income tax practitioners useful information about basic tax procedure and current tax practice issues.  
Statute of Limitations on Collections


Once an assessment is recorded, the Internal Revenue Service begins the collection process.  Following an assessment, the IRS shall as soon as practicable, and no later than 60 days, give the taxpayer notice of the amount due and demand payment.  I.R.C. § 6303.  Of course, a large number of tax debts are voluntarily paid at the time the returns are filed or when notice and demand is made and no enforced collection is involved.  For those debts that are not paid, Congress has enacted a statutory scheme for the collection of the debt.    Congress has provided the IRS with two methods of enforcing collection:  administrative collection and judicial action.  

A.  Ten Year Collection Statute


Once a timely assessment is made, Congress has provided the IRS with a ten-year period to collect tax debts through administrative levy or judicial action.  I.R.C. § 6502(a).  

B.  The Assessment Date Begins the Ten Year Statute of Limitations


The assessment date begins the clock running on the ten-year statute of limitations.  Importantly, it is not the date of mailing the taxpayer’s return or the date the IRS cashes the payment check, but the date that the IRS records the assessment on its books and records that begins the ten-year collection period.    

C.  Limited Exceptions to the Ten Year Statute


Unlike the assessment statute, generally the taxpayer and the IRS cannot agree to an extension of the collection statute.   In 1998, Congress amended section 6502 to prohibit the extension of the collection statute except in limited circumstances.   Congress provided two instances when the collection statute may be extended by agreement of the parties.  See IRS Reform Act, § 3461(1).  The two exceptions are:  1)  Installment Agreements; and 2) Releases of Levy.  I.R.C. § 6502(a)(2).

D.  Suspension of Collection Statute


Similar to the assessment statute, the statute of limitations on collection can be suspended by certain events.  

1.  Deficiency Procedures.  As part of the deficiency procedures, the IRS is prohibited not only from making an assessment but also from taking collection action for ninety days after the mailing of a notice of deficiency.
  During this period, the statute of limitations on collection is suspended.  I.R.C. § 6503(a)(1)

If a taxpayer petitions the Tax Court, the statute of limitations on collection is suspended until the decision of the Tax Court becomes final and for sixty days thereafter.

I.R.C. § 6503(a)(1).  


2.  Assets in the Custody of a Court.  The collection statute is suspended during any period that the taxpayer’s assets are in the custody of a court and for an additional six months.  I.R.C. § 6503(b)


3.  Taxpayer Outside the United States.  The collection statute is suspended  if the taxpayer is outside the United States for a continuous six month period.  When the taxpayer returns if the collection statute has less than six months remaining, the collection statute is extended to allow the IRS six months to collect the tax.  I.R.C. § 6503(c).


4.  Wrongful Seizure of or Wrongful Lien on Third Parties Property.  The collection statute is suspended from the date a third party’s property is wrongfully seized until the property is returned pursuant to section 6343(b) or until there is a judgment pursuant to section 7426, and for an additional thirty days.  I.R.C. § 6503(f)(1).  The statute is suspended where a person becomes entitled to a certificate under I.R.C. § 6325(b)(4).  I.R.C. 6503(f)(2).


5.  Bankruptcy.  Collection is suspended during any period that the IRS is prohibited by the automatic stay from taking collection action and for six months thereafter.  

I.R.C. § 6503(h).


6.  Innocent Spouse Relief.  The collection statute is suspended during the 90 day period after the IRS mails a notice of determination regarding a claim for relief under either subsection (b) or (c) of section 6015.  If the taxpayer files a petition in Tax Court, then similar to the deficiency procedures, the statute is suspended until the decision of the Tax Court becomes final and for sixty days thereafter.  I.R.C. § 6015(e)(2).


7.  Collection Due Process Hearings.  If a collection due process hearing is requested, the collection statute is suspended for the period that includes the hearing and any appeals of the final determination.  In no event will the statute expire before the 90th day after a final determination.  I.R.C. §  6330(e).

8.  Offers in Compromise.  The collection statute is suspended during the period that a levy is prohibited.  Treas. Reg. 301.7122-1(i)(1).  Levy is prohibited during the period that the offer is pending and if the offer is rejected for the 30 days immediately following the rejection.  Also, levy is prohibited while an appeal of a rejection is being considered.  

I.R.C. § 6331(k)(1)&(3).  


9.  Taxpayer Advocate.  Upon the application for a Taxpayer Assistance Order pursuant to I.R.C. § 7811(b), the collection statute is suspended from the date of the taxpayer’s application until the decision of the Taxpayer Advocate.  I.R.C. § 7811(d)(1).   In addition, the Taxpayer Advocate can specify a period of suspension of the statute in a Taxpayer Assistance Order.  I.R.C. § 7811(d)(2).


10.  Commencement of a Court Proceeding.  If a court proceeding for the collection of the tax is timely commenced, the collection period is extended until the liability or judgment is satisfied or becomes unenforceable.  I.R.C. § 6502(a).  

E.  Practice Idea.  Each Case is Unique.  Each case has a unique statute history.  Almost every case requires a close examination of the record of account for each year in controversy.  Often a single year has multiple statutes of limitations as a result different assessment dates  and the many circumstances that suspend the collection statute.  Accordingly, each client’s case requires a review of the appropriate statute of limitations on collections.  In many cases, the representative must bring an expired statute to the attention of the IRS.  
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The information contained in this newsletter is for general guidance only and is not legal advice provided to a client.  The Legal Aid Society and contributors disclaim all responsibility (including negligence) for all consequences of any person who acts in reliance on the information contained herein.  

� The period is 150 days if the notice is addressed to a taxpayer outside the United States.  
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