Tax Resolution — Not Currently Collectible

In conclusion to our tax resolution series, we review an IRS classification of “Not Currently
Collectible” as another option to deal with a tax problem. This is available for taxpayers who do
not have the ability to pay any portion of their back taxes. A taxpayer in this situation submits
evidence that they are broke, or otherwise unable to pay the IRS. The IRS will then determine
whether it agrees with the taxpayer. If the IRS decides the taxpayer is Not Currently Collectible,
it must stop all collection efforts until the situation changes.

A taxpayer needs to complete and send to the IRS form 433-F to request the Not Currently
Collectible status. http://goo.gl/hlrmb. This form reveals to the IRS what the taxpayer earns,
their assets, and necessary living expenses. The IRS determines from this financial information
whether there is a way it can collect on the taxpayer’s federal tax bill. The taxpayer does not
have to be unemployed or without income for the IRS to make the classification of Not Currently
Collectible. The real issue is whether the taxpayer has any money left over at the end of month
after paying for necessary living expenses or if there are other assets that the IRS can use to settle
the back taxes.

A classification of Not Currently Collectible stops the IRS in its tracks from all collection efforts,
including levies and garnishments. During this time, the IRS will send the taxpayer an annual
statement with the amount owed, including added interest and penalties. This is not a bill,
however, and the taxpayer is not required to make payment when receiving this statement. The
10-year period in which the IRS can lawfully collect back taxes also continues to run during the
not collectible status. While this is a long time, it can become very important if a significant part
of the 10-year period has already passed. The IRS, however, will once again seek collection
efforts when it finds the taxpayer does have a way to pay at least part of their back taxes. At that
point, the taxpayer will have to use a different tax resolution method to avoid serious
consequences.

The IRS has many ways and resources to collect on federal tax owed. Consult with an
experienced and knowledge tax professional should you find yourself in this unfortunate
situation.
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