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SHELF PROJECT

'Il Keìth Fogg is a visiting associate professo,r and
.r;-^.r^" of rlre iãx clinic at Villanova Law School lhe
I'iiLit-*¡t¡"t Lo tlìank {he Tax Procedu¡e Review

ää^li,'"i of the Tax Shelf Project for very helplui
,i;';läJ"t *' p'ior dr:irß thg.¡äuthqr g.¡e!9o¡91þle

for errors thût remain'

. . . r¡e nàiiorìál üé4: regìçtlyrp¡gB. orÀál':Úciuld create â

.inotl trationut online rãgisúy to record IRS liens and

i. irn¿ã fi** when the inderlying obligation is paid

,,r disch.¡rp.cd. Thc ease of a Wcb'based system would

makc lien"practice easier for both the IRS ¡nd the

ta\Payer.

.fhe Þroposal is r¡ade as a part of the Shelf Project'

u 
"ãiiut 

otu'tion by tar p¡ofesiionals to dcvclop and

ncrfect DroÞosals lo help ConÀress when it needs to
'ruir" t"u"n.,u. Shclf t'roþct prõpos¿ls are inteuded to

¡aise revenue, dèfel4 rtlie,tâi:...............Þ.ãsé;fo'!Jþw ft e monoy,
:u,ìd improve the rarrq¡1iry:a.nd,:ê.f!4ie¡qy of 'thètax

svstcm.'The tax cornmuniiy can propose, follow, or
elit .rrooosals a! lìttÞì / /www,taxsheu org A longct'

d"r.iiotlorl ôf the ShòU Proiect càn be found ¿t "Thc
Shel{ þ¡tricct: Revcnue-Raisîrg Projccts That Defend

the Ta¡ dasc," Tnx Notes, Dec. 10, 2007, p. 1077, Doc

2007-22632 . 2007 T'llT 238:37:: ' 
..:. '. . .

The national lien ¡egiat{yrPf.oPoÞel ¿qmes out sf the
Sheif Proiect's Tax Procedure Review Committt'e'
t.;"g"d'bt Þt;i Fogg arrd Prof. B'yan T Camp
(Texas Tech Law School).

'fhc l'ax cornururrity can ProPose PÌoiects a t httP: / /
www.ta\slìclf.orts. Slótt nro¡ecì proþosals lollow the
fol mot of .onqreisional committãc repolts erplaining
currcnt law, tñc reasons for change, and thc proposal
itseìf. . r'
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National Tax Lien RegistrY

BY T' Keith Fogg

I. The Problems With Current Law

A. Basic Federal Tax Lien Law
A fedelal tax lien a¡ises when the lRS assesses tax

.rpairìst r ta\Þaver who does not pày ihe asscssmenl

wlthin the appóprjate timc dftcr the mailirì8 of rìoticc

.r,.rà,l"r¡una'r.1n¿ir ¡etlìu¡r r,303' Bcc'lusc tltc licn iìrirÙs

,.,i.,m¿ti.allv without any publication requìremcnt, il is

ottcrì tennecl'â "secret" lièrr' Thc fedcral t'r\ licrì dlt'ì'llcs
to al} of the taxPayer's property and rights to. ProPerty
Ñotlrins fu¡lhcr"néed happèn - not evcn pubiicatiotr

to pellcît ùis licn againit thc tdxpùyer's proPeÌly'

Altlrottgh thc tcderal tax licn is pedectcd whcrt,it
.r, i"c'. it dóes not always Irunrp compcling cl'rims for tlìc

,rt."t.r'' oro¡¡ertv. TÉe qeneral rulc lor Priority is "firsl

ir ii"i" I' iitsi in iignt ""s".tion 6323 Providcs thdL 
.the

i-id"r.rl tu" Iien williol oPcrate a8rinst pclfcctcd cìrìrns

o{ four u¡cfer red cl¡sses ol comPeting credltors Lallcd
;i¡.' to,lt lrorsemcn," tlìcy are (ll purchascrs of lìtc
propcrtv for valuc, (2) holdels ol security irìtcrcst\ jtì llì('
i', "i',.ttí. r.ll holdcrs ot iudgmcnt liens per[ccled a6'ìin5l

in"'oroi"ttu, ancl (4) holdirs of perfccted mechanic's

ii"trJ. fut r¡á f"¿"t¡l lax lien to ptcvail ovcr lhesc tyPcs ul

..ino"tine clcclitors lor arry þroperty, seclion 6'ì21 rr--

atrir','' rheiRS to rì1ake the licn public by fjling-'r-rìolice o{

i",l,,r,t t¡x lien. Thc Federal iar Licn Act of lq66 w¡s

tlcsigncd to create commercjal ccrtainty when sÙcrcl

feclcral l¡r. ìiens disrupled rollÌlal cÔmmetclal lcrroln8

",r.ii.c.. et rhc s¡rre lime, the act w¡s intcncled to allow

i¡* f"¿.tul s,ovcrrìmcnt to continue its posilion nf rrcrr'

Drjmacv íìmonA crcditors by filing llrc licn
' tloth iilins tñe l¡cn nolìcc and tcmoving ot rcducittg its

-con,'bv filiñs the aÞÞropriatc ccrtificJic hdvc imPorlrni
.n,r""o.i"na.t for taipaycrs Thc fiìitl8 of the lic¡r Iroti"'

",,1. il.r" *orld on 
'nóticc tlr¡l ¿ll o[ tlìc taxPdyer':'

lrop.,rtv ut righls to ProPcrly alc eucumberc<1 by thc r't*

iie;: ilì;rebv c"limjnatingihe iicn's sec|et stalus Sirnilarly

iir" fili"* ríf the certifii¡tc clcscljbe'-l in scction 6125 {'r

."1".i',.' ií," licrr or reducc il: scoPe Puls thc wor ld, un

notic{r th¡t lhc licn lras bcclì felcascd or modllrcO ls
Jesc¡ibcd in the lien notice. Because tl.re filing of the lien

ruoii.c will ¡ffect which credito¡ lras Priorily' llì( lr"rì

rroiicus ¡ffcct thc taxp.rycr''s Jbilily to bolrow ( r'('dil

,.'p.,rting .¡EcncieÞ ¿r(: amottg. llrose tlìJl w'ìtch ior tlrt'
irling oi notices ol feclcldl tù\ lrcrìs'

Ñ;te that it is irìcolrect to say tlìat the IRS filcs l/tr:1ícr;

tl.r. il",t utisn" automatically by operation of law Wlr¿rt

thc IIìS files is thc notice of fede¡al tax lien'

ts. Filing the Lien Notice
Ur.rlik"e private crr¡dibors who almost ahvays need a

1r-rclgmerrt år the del¡tor's consent io record a Iicn a¡l¡irrst

rç/¡,se.tiorìs 6321 and ó322

'Ihc currcrì(svitum fLrr filirrg a rroticc of fcdera] tJ\ lr.rì
c.rlììc intL) c\ish'rìc(' bcl(,¡c lhc clect¡onic .tgt. lt lclit's i'r'
nyriad state laws and tl.re filing of notices in localities -
Irtor,'flrarr 4.100 irr ¡ll. Thc curicnl systcm hurls bùllr tlìù
IRS rn,l ¡.rri,ry,.r" I'y r'.,quiring mu)tiplc filings arrd, Iìrrr'.
ttttrìliplc r.lnrív,rls'whtl¡r thc undcrlying obli¡alìr,tt is
pair-ì 'rr rli5clr.rr¡r'd. With incleasirtg complcrity , ottt' :'
rlì(L r\itlr ct-,sts ¡nrl ,'rtors f.rl lht'JltS, l.rvp.rlcr' "rr'lt rr.p.,y, ti: crcdrtô!5. Â sirrglc WcLr-b.rscrì systcm w,'rrl,l
ItL'elrc'tp.r 

'rttd r¡"r, "lficicrrl llral P'ìssibility 'lrivcs 
lhis

r''lcr'illmcììdati()tì.
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the dcbtor, tìre lIìS can file tlìe licrì notice whenever it

äà.iää" ìi-rlti t".l a filirrg r'r'ilÌ facilitate collection of tlìc

outstarìding liabilitY.

Ta¡p¡vct jrìlorllr.)liorì ilì Ë' rrc¡Jl may not bc discìosed

lrv lhc'l(5, but tlì('.li5clL'5ur('laws perrnit lien rìotrccs'

Sccliorr 6323(l) ,ìnJ its r('Bul'ìtions Eovcnì the,loi m,of

tlìe licn Dotjce and lllc Placc lvhcr.' it must be lllcd llìc
;;ì;;;"1;;;ìi"''' f,-rr filing thc lic' noticc is dcsìgnaterl by

ã".Àlìát. fn",ìcl !('tb röth dcfault rulcs irr thc abscncc

àiì ''ìu" a.'ig*'iutì Most \l¿leb adoPlcd thc Uni.folrrt

Federal T¡x Liõrr llcgislration Acl lh¿t Provrston 
qrr('Crs

ih" lcdc,al qovcrnmicrrl to lilc thc licn notice where thc

ìiàl"ù""1 ,3io"u"r rL'sides 'rt thc timc of the lilirì8- lf thc

t¿xDavc¡ is a c.tipor¿tion o¡ bu'irrt'ss errtily' {lìc tcdcr¡l

o.,.ln,í,.ent files'with thc sl¡tc colPoration commrssron

3i simil¡t enlitv For real ProPcrty, thc fcdcral. Bovcrn-
ment files thc licn rrotice i'r thc city or coù¡ìty rrl wlrrclr

Íhc DroÞcrly is loc¡fcd fhis svslom olten resulls ln

ì"i,r,"*iIìrlìi*'"t^ü'ù'pr' 
-r'ãrián' 

to pubìicizc lhe Iiorr

for ali of a taxpayer's ProPertY
Thc svslcm dcscrjbed abovc applics to mosl slates

sonrc státcs havc adoptcd dilfcrent rules lor Peßon¿l
ü.rì,ìu, *ìt*t" v ..'qriting the lierì notice to be filed at

5'.".iJj' ß;it,;^ ;il hi n r hð stàte r states also ull^ tll"i :
svstcm [or indcxing tho fcdcr.rl td\ licn Section 63zJ(l)(4')

"íi"*t 
rir* law tð goveln how lierrs against real prop-

"rtv 
aic inacxcd, anã thc variations fÙr rcal ProPerty.can

;ii¿.; ,lt; ii-ing ,'r lhc lien nuticc and its oPcration

against the four holsenen
" 

Stute, huu" also aclopted a wide valicty of filing fees'

lansinc ¿s hiqlr as $150 Whilc tlìcse fecs Bet Passcd olì to

th""taipavciif ¡nd whelr thc tilxPayer satislics.the la\
dcbt. thc iRS pays thcm upfront Thc IRS P¿ys mrl lrons or

.ioìì,ìrs each véar in filirrg fees, not dll ot wh¡cn arc

recouped.
Thc complexities of the system also invite IRS er¡ots

lr'r Åàti-"tátut, the Service must ascertain where- the

irì""".t -"1ã"t ", 
thê timc 'ìf lhe liling or its licn willnot

b" i,;å;;;ü;;ticizecl for pcrsonal 
"properry rtrc TRS

mult á1",1 
'atccrtain thc city or coulìty llr wlì¡cn rnc

ta\oaver's ÞloÞcrty is loca{cd lo ProPcÌly lilc (Jttcn' tnc

tnd flícs thó licn nóticc in 'ì wr'ùnÂ cìty or courìly becdu,sc

the Zll code or otlìcr dal¿ do not Pcrfectly lnatcn tlìe

locatjon of the la\PaycÌ's ProPelty Tle ll(5 also com-

monly fails to find rcdl Pr''Pcrly owncd bry la\Payers an-o

so lails to file llrc liclr noticc ¿t thc locdllon or rrrdr

;;";;iu.'Á' ; ;""; It ol misliling, the IRS docs not Perlcct

its lìen þr;ority à8ài¡st the four horsemetr'

B"culrsn tl.t" 
"ãtutn 

of limitations on collcction is 10

un-ilt,a its c\pililtion can bc lollcd, thc licn noticc can

i* * .."" rJcords for r relalivcly long timc During

thai pc¡iod, laxÞayers conrmonly lnovc' sometlmcs mur-

ti.ì¡'tinr,,s and so¡netilncs to a Ìcmotc localìern ìnls

lå"t". 
-o 

iÃulnt"t for lhc ta\paycr arrd thcir crcditors in

ãetc¡minilre wlrcthcr tlrere is 'l fedcral tax licn outstdnd-

"ì-. 
îi ä iä3 J"ãi ;cquircd to foll..rw thc larpayer around

thË courrtrv o¡ lhc world, fjìirìg ncw licr'ì notices càch tlmc

üì; ì;il;í"; ;""es As a re"sult, the taxPaver and the

_ã, 
,r-trn"r',u, Revenue Manual 5 17 2 3 2'

784

tiì\D.ivcr':. ¡r'cdil,rls rrr'rt Ir'rr' Jifli' ulty iillrliltH "rtl
.t¡J",',ì'r. 1i"r, if lr, lr'r' I'i' v'"1 'rrrc. flrt'rrolicc rv'r: Iiltrl

C. Removing or Modifying the Federal Tax Lien

In addition to Probl(lms clìcountercd with wlìerc to

llle ihe lien, thc llìÈ crrcourìt('rs PlobÌcrrrs on the back encl

^' 
ì lì"ì i"r ,r,ã."* *lrctr rr rr'rrl' lo nrodify tlrt licrr rrotico

"ì t"ìon"u',¡" liL'rì 5, ili"r\ " 125 dt st ribcs loul typcs "f
tåt"ãt^i ã.iit"t, and filìrrg location ¡'ìstluctio:rs' which

rì" Iri*fV ãìt. t*cJ Ir' r''i irr turn 'Ilrc corttplctily.'rrtJ

ä;ìd;ìil" u¡ ¡1¡ ty't"n' ' ¡L 'rtt's cì !or'\ tlìal ..'ìtr lìtrrt
either tlìe taxPayer or tlìc IllS

(1) Release of lhc tic¡ :'t' tinn h325{d) rcqu.ircs^tlìc,l RS

t" kru" ,i ."t 
'if'."',' 

r,l r', 1"r'c of '.rrly licn-witlri.rr 30 t.{rys

of thc d¡te on whiclr il¡' li'ìl)ility bt'ing tclcäst'cl lr'rs bue¡

fuìlv satisfitd by paym.'ni "l hJi bccomc ulrclllor(cablc

;;i;;;;; tf i"; i l,i p",n'¡r filing trl a ììoticc or. rclc¿sc

iífolrning thc world lhtl ilrc licrr no lorì8cr cxists ls 'r
clitlcal ait fol tho tJ\n,ycrs finarrcial wcll-beirlg .Bc-

anuro iltl au rr"nt f ilin6 :'yslcnr rr quiles tlrc IRS to t ilc Jierr

rìotices in multiplc iurisdi'tj')!ìÞ' Jl dilfercrlt trlncs' tlìe

iiiðir^ ü"i 
"t"Ül"rn' 

ljlirr¡j thc licrr ¡clcasc ccrtificatcs fut'

iiïiìi'lì*Å "",i.ei 
Ëv.'; rlouth the lierì wrs P'oPerly

r"i"*"d i" somc iurisdi'iiL'ns' thc public rccord. lor othcr

iurisdiction:' has stilì sìr0r|n llìc li('lr notjce wlth nollìlng

io indicate it had bcerl rclL:ascd'

'I'he IRS tlied to addlcss thc difficulties of trackilg

ao*ìì-rf ripì" f l"'ì ¡ìoljçus on c\nir''rlio¡r bv thc adopfi''rrt

äi.r"it-r"l"u'rinc licìì ¡ìuti(cs in'1982' U;dcr the l982

"t.rïit., rf* lí{S put lan6u'rgc irr the lien notices stating

fh;iii;;"1á automaticalìy rc"l('Jse the licn at the c\Pira-

ü"" ãf ir-r".trf".t.n linitátion period The self-releasing

iin,,. ìio*"u",t crciìtccl J rrcw ploblcm Lrt'catrsc tlrc tollcc-

ii". rìì"ìtrt¡"iit o-ioJ is loli¡blt' Tlrc IRS has somctimes

;ñ;;ü;ì ;;,"';"lic rcl(rsc to t¡ke cffcct and rclc¿scd a

ii.i "ì"-"i"*fu 
For L\.ììrìPle, if a ljcrr notjcc is filcd

;h;í,lt;;; rr" íiu" v"'r'- leil o' tlre coilcction limitalion

"i,ì,¿ ìì *:ll corrt.rlrr l'rnguagc rcìt asing thc (rx lien at

il*'c"â 
"t 

thrl fivc-year pcriod llowcvcr' somc cvcn[5

àtLtJ ,¡" collcctìoÁ pcliod, irrcluding batrkluptcy' tc-

àì.ii- 
"it'r'r" 

asscs¡r;crìt 1o itrdfÌmcnt' or an dglc('¡nent

lor cxtelrsion ullJcr offcrs jlt comPlonìisc Somcllmcs llìc

IRS lails tu pl,.r¡rclly filc ¿ r'¡cw liotl nut¡ce Dclolc lnc oru

iion tt.,ti." i'' aútoniaticalìy lclcascd'

(2) Discharqc fol a portion of the ProPerty Se(tion

r'?7qthr âllowsihc di'clì¡rc. ol thc fede¡al tJ\ lrcn lol a

::;i'-i ;; i;-;;;",:i p n'i''tv lhe dischat 5e'rllows rhc

ir'""î"ltà '"ìi "'portiL'rr 
oi t'he p'oper ty evcn.witlrouj

."ti.tílt* thc cntiic t.Ì¡ Ii¡bility l hc IRS c¡rn- drsclì'rrgc

the liåt, fät the sold Portiorì ul tlì(' ProPcrty as lung ¿s tn{'

t"-äì.iti,"iriruiliiy is adcqu'rtciy "òcurîl Tìusi,]l-llì:
llls har Þ"roucrtv ltrjt Icm¿ins subic(t to thc lrcn llrJ{ ts

llìii'iiJ".ii" ï ìi'i'¡ i"" "' rl'c tàxPdver subs{ì tuie¡ thc

rtrocceds of a s¡lc of th(' Pol tion of thc l¡clì or suDstlrut( >

l;ilì';å;:";-i;. tt'" råta po'rion' the lien Irutice wjll

i"irid iíJf".a rt: thc pnrpclty the t'ìxPaycr contin(¡Ù¡

iã ¡ota. u"t a poltion thit is no Ionger suLriect to thc rr( rr

rnay be sold

3s¿¿ IRM 5.17.2 3 3(1)

w

"w
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t3) Subordination. Section 6325{d) p|ovidcs fc,r the

.,,bo¡dination of thc lcderal ld\ liPn to another ProPerty
ìïre¡est. lf thc tRS belicves that it carì ultjmrtely collect

morc of the tax liability il some other creditor will lcnd to

ih" lu.puy"t, thc IRS can allow subordination of its cìaim
jo th¡t of anotlìer creditor' Jn thoÞe circumsl¿lìccs, ..ì

cårt;ficatlon of subordilÌatio¡ì is prepaled and filed- to

reflect the subo¡dination of the federal tax lien to anothe!

ilìterest.
(4) Norìattachnerìt. Section 6325(e) provides for the

filinr. of ¡ certificàtc of nonattachment of tlre licn Thc

cel tificaic is oftcrr used to corrcct errors or rcsoìve

arnbiguitics. For crample, sometimes the tiì\P¡ycr hds

thc s.ime n¡me J5 ilrìothcr indivirlual wltu dc'es trol uwe

fecleral taxes, but whose credit is damaged because his

name is o11 a lien notice intended to reach another

t¡xp¡vcr. In this situation, the IRS will issue a certificatc
tlrai tíc lien clocs not 'rpply to the irrdividrr¡l who docs

rlot o\^¡e the tax liability.
(5) Removal location. Section 6325(f) describcs the

marÌleÌ arìd effect of filing a celtificate of release, a

ceÌtificate of discharge, a ceriificate of subordination, and

a certificate of uonattachment These removal certificates
¡re iiled irr the sdme placc ds lhe filirìg ol tlìe litr'ì ¡lolìce
Ii multipic lien notjccs ltave been filcd, multiple removal
(crlific,;tes may be necded lo achieve the desircd result.
Crc.rlìnA one Íocation for lhe filing of tlìe lierì nolices
n'ould õbviously llake lemoval actions much eâsier

D. Other Cornplications
'fhc complexity of multiPle lien notice locations makes

it difficult fõr taxpayers, the IRS, and credito¡s consider-
ing extendi:rg credit to the taxPayers

B""ause oi thc multiplicity of locations in which liens
ale filed, it is difficult for taxpayers to track tlÌe federal
tax licns ancl to locate the apPloPriate IIìS office to
acldress their problens with liens. When liens have been
lecorded irr nùmerous slates, different I1{S offices control
diffc¡cnt liens. Coordinating among those offices to err-

su¡e that all liens have been removed o¡ modified can bc
difficult for taxpayers.

JurisdictionJthat have not made lien records available
electronically require taxPaye¡s to physically visit the
coults to deierminc tlÌe current status of the liens

Lien tlotices affecl real P¡oPerty only if the IRS knows
tÌre location of thc rcal property, and individuals may not
be forthcoming with 

-the 
IRS as to the location and

existence of allóf tlìeir real ProPertla The IRS does not filc
Ilrt liul noticc jn jurisdictions in which it hrs rro ktrowì-
cd¡j,.'ol rcrl propcrty owncd by the tâ\PJycr'

II. Reasons for Change
'lr) ovcrcolnc llre problems th¿l exist with tlìe ctlrreni

.ystcm, lhis plo¡-ros"i w,rulJ esi¿blislt alr (lcctlurric, Wcb
bztsccl sysrem fór filing the lien rìotice, which could be
t rtsilt ,riccsscd bV lhc Àovcrrrnr.nt, lJ\pdyclr', dlìd (rcdi-
t¡,r- flìc systcni -ouid talc .rdv,ìrrt¡8c of lechnology
il'.rt Lli.l not crist ilr loho, whcrt thc current syslcm wrs
clcsìgncd. Such a systen would produce sevcral bctrefits:

(1) Ease filing and receipt of inforrnation. Fitst, the
IRS u,ould lro longel need to guess about thc resiclcnce or
llr, Plin, it¡.rl I'l.rcc of bu'jnt'si "f .ì t,ìxP'rycr at tlìc time nf
lilirig tlrL lit n nolicc. Curlclltlv, dj(PulPs ciìn ¿l isr'.tLroul
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tlre validitv of a lien notice based ou the various state

laws for tlhe locatiorì in which it should be Iiled a A
national fede¡al tax lien registry would create one place
to file the liens, without regard to statc residency law. The

reÊ.jstry would also providc one phce for potcntial
crãcìjtdrs ot the tarpayér to lrlrk 1o seõ if liens enÉorccable

agaìnst the taxpayèr exist. With a W-eb-based system for'

fiiinq, r'ctlieval of lien noticcs and lien rcmoval dctions
w.ruid nol be conrplicaled by relocaliorr of a taxpayer
withirì tlìe lcngtlìy period of thc stâtûte of limitations on
colìection.5

(2) Have better colleclious. A national lierì r'egistry
would allow for more complete collection of tax due
Under current iaw, the l1ìS must file in all of the places a

ta¡payer hJs rcal propert¡ The IlìS ¡¡isses ical Pr')Perty
beciu"e ol its l¡ck oi krrowledg,c .lbouL wlìeÌe thc tax-
paver owns propcrty and colìscquelìtly does not Pcrfect
its'li",r lor llic four liorsemcn. This failule favors priv.ltc
credilors over the 1RS. It causes the IRS to lose sígnificant
tevenue to those p¡ivate creditols that it might otlìerwise
collect were it awale of all of the locatious in which a

t.ì\Þayer lìad .ìn ir'ìicrcst in real propcrly A nation¡l lien
reqìstiv woulcl clinrinatc lhis loss and create a syslern

thãt dócs rrut frvor ta,.paycrs whu wcrc ablc to hide thcir
interests in real propõrty, thus making the tax system

fnircr for alL

(3) Serve commerce. A national lien registry would
ilnprovt: comnlcrcc. Sel{-releasing lien ¡ìoliccs clcale sub-
st.rntiul in¡ccur'¡cics because Iicn noijccs [iled in ,l v,ìriety
of iu¡isdictions rnav l¡e liled at diffe¡ent tjmes wj{h
,rn.i.,.1'; on thc licns that ilrc rìot coc\tensive Thc diffe¡-
int periods could ¡elease at diflerent tjmes because of
v.ìrvina Jssessrììerìt ddles and collcction statutc of limi
t,rtiônJpcri.rds. 

^ddinB 
lo this confusìon, tho IRS s(ìme-

timcs rùiles the federaftax lien in some locations and not

rS,¡,¡.ç..S DA toúi,Ith o. Ct?nt AllattÍic ntd Pa,ìli Tc1Cî,
t,ìi. 49,' l.2d 1ì78 (5th Cir. 1974) (ôddrcssing whelhcr; under
l,ouisiana Ìâw the IIìS had p¡operly filed the notice of federâl

l,¡\ liurì wlì.lP lhc t¡xPdyer had its PrinciPal phr c ofbusines" ot'

whcthcr jt:,ìrould havcijled wherc thc t¡\P.ìyer mdini¿irìcd it.
rcl:lstelcd officc).

l\À,, rni,iôr (hJIIcngcc Lonfronf thc (re¿tion of tlìis tctsistry:
(l) Ideliity tlìeft. The natiorìal tax ljen Ìegistly must ìot

oromotc r,lanirlv lhcft. Under currcnt Iaw, tllc noLice of ttx llen

h.,.s n,'t fully dÍsclost d t¡\Pdyer's SoLial Securitv ¡rumbcr.'lhc
less identifyírg information is Provjded 

jn the noticc, the less

lilelv ¡ l.r't '¡vcr's ìdcntity is susccPtible lo lhcft but lhe more

Jitliiulr it ú, Éomcs for lhc tJ\pàycr"s o\vn Urcditors to idenlity
tlìe cxistclìce of the lien notice Tlris leads to the secolìd

chalÌenge which resuìts from a nation¡l database more
confrrsion ovc¡ names.

(2) Corfusiolt of a¡nes. With â nätional database Ìathe¡
than a local one, thêrc is the Ìeal Possibility of filing â lie¡ notice

thât âppcars to ¿ttâch to the ProPcrty of 5,000 PeoPÌe with dìe
..,ll'" ir.'-, 

^n! 
,r'ìtiôn¡lsyct¡nr mtr'l devclnp a mtch.rnism for

Ilirrrilrrlinì:,nrifu'¡o¡ irr the inilial filing to lhc cxlent Pùs\ibìc
¡n,l rcrn.,t, ,.,nfusinn whcn il c>ists (lnc P¡rssible mcillod f¡'r
rclrr,.lrlu .,'nfu.i.rn is brealing trP llÙ (l¡l.rbJ.c into scËmcnt5

llì.tt r':lIn¡l, lhr'.oìr'r'nl politr"rì srrLrdivi;i ns whole ìi'n
n,,li(, s .,r, fil,.l. Ânother l,ussibrlity i. u\irìÊ idrnliflinB fc¡-
Irrrcs oi ,Ir\ì'ì!,r,'t)(h.r'drloôl birth, which 'lrr nol idcntily
s,.cr.'ì s,''r|iiy rrr¡nrbcrs or olh¡r'wis. pr,'rnolt idcrìtily lh'll
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othcrs because it fails to note all of the locations in which
thÉ lierì noticcs lÌave been filed. As a result, creditors and
taxpayers have a difficult time knowing which liens are

truÎy 
'outstanding and whiclr ones have actually been

¡eleased.
(4) Provide unifornity of release. The self-releasing

clause in lien notices requires each notice to be monito¡ed
because the automatic lclcasc of one lien releases them
all. When liens have been filed in multiple jurisdictions at
various tinÌes, tlìe monitoring of their release dates
occasionallv fails to catch a lien before the self-release
date, This 'cffectively releases them all. For instance,
assume that the IRS filcd lien notices in thlee localities in
Califo¡nia and one in ldaho becausc it found that a

ldÀuJrver h¿d Ie¿l ut'.rDc¡ lv i¡r c¡clr of tltcsc four locations.
,Asiuíre lurthel tirat'whôn thc time came to refile the
fede¡al tax lìen, the IRS refiled the liens in Califo¡nia but
failed to refile the lien in ldaho. It is Possible that neither
lhe taxpdyer no¡ thc olhe¡ crcditors (nor the IRS) would
rcalizc'thát the licn had beerr ¡cleased since they would
be focused on the ¡efiling in California. Conversely, those
who see just the self-¡eleased Idaho fede¡al tax lien
would know that the lien was ¡eleased. The IRS can
colrect the problem by levoking the releasc i¡ Idaho
undcr thc piovision' of scction 6325\f)12) Revokiìg thc
release, howevet causes tlÌe IRS to lose its Priority
position to othcr c,editors based on the original filing
äate of the lien noticc and gives the IRS a new filing date

- one tlìat follows the date of the revocation Persons
looking only at the California lien notice will not aPpre-
ciate the new date for Priority.

(5) Tlack taxpayer residence. The lien notice perfects
the fcde¡al tax lien for an individual's Personal ProPerty
when it is filed whe¡e the individual resides when the
lien noticc is filed. Thc¡e is no lcgal obligation to refile if
lhc taxpayer moves over l0 yedrs (or more) following the
lien noiice fiting. The Inte¡nal Revenue Manual, however,
orovides that the IRS should refilc a notice in the location
åf thc current ¡csidence if il knows the location, as a

selvice to creditors.6 The refiling serves an orderly credit
market. A national lien registry would also eliminate the
difficuliy of giving lìotice to Potential credito.rs if a

taxpayer moves.
(6) Avoid glitches in state filing systems. Some states

(indexing states) require all filings to be indexed before
ihey takð effect. Seciion 6323(f¡ provides that the fcderal
government will be bound by a state's procedures. Thus,
in indcxine slatcs the lìlS mus{ ¡elv on thc indexing of {he
Iio¡r bv thc"local clerk's officc befóre the lien noticc takes
effccti In nonindexirìg states, however, creditors rely on
dre index at their peril.

Llnited States a. Hnnat'y,99l F. Supp. 794 (N.D Tex

1998), Doc 98^7273,98 TNT 37-21, demonstrates what can
happen when a local clerk's office is too busy ln that case,

an iirdividual bought ProPerty from a taxPayer against
whom the lRS hacffiled tlien notice 10 days before the
purchase date. Yet since the cle¡k's office had not yet
indexcd the lien notice, the purclìaser was unaware of the

6tRM 5.i2,2.3.3(4).
Tsection 6323(0.
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tax lien. Because 'l'exas is not an indcxing state, tlìe
ou¡chascr losl I lor^/el'ct, ilrL' IRS would lr¡vc loçt ilr att
indexins state suclì.ri New York or C¿liforni¿, whcrc tlìe
notice ñould havc irad rro cffcct unlil thc local clo¡k
indexed the lien. Eitlìer tlìe innocent Purchaser or the IRS

would have lost on its just claim.

Replaci¡,{ the currcnt sys{ern with a ¡r¡tional licrr
registiy coñtrollcd by tht' ìRS would climinatc tlrcsc
isÀues,'The indexìng issue creates significant unccrtainty
for the IRS and comPetirì8 creditors in indexing states.

The timing and thc maintenance of the index is controlled
bv state añd local o{lices. ll the state or local office f¿ils to
index a documcnt, thc federal govcrnmcnt suffcrs under
this system, which thc fedcral governmcnt docs nol
con{rol. ll tlrc IRS controllcd its own systcm, thc licn
would become public the date the IRS placed it in the
elect¡ic lien database, Delays for mailing, processing, and
indexing would be a thing of the Past

(7) Reduce gove¡nrnent waste. Anatiolal lien registry
would save a iignificant amount of mo¡ìey The cost of
filing lien notices would be elimi¡ated tlrrough the
creaiion of thc national rcBistry. Thc IRS estimates that
moving f¡om a ìocal papcr-based tax lien system to a

n¿{iônãl Web-based svstcm would save about $570 mil-
Iion over 10 years. Tlicse savìngs would comc from the
elimination of IRS Þersonncl costs, travel costs rclatcd to
problcms with locai filjng, statc lìling fecs, and the cost of
Îost taxes whenever the Seruice makes an etlor, ot when
a tax lien filing is misplaced ol delayed. The IRS is.a
Þerpetually unãerfundõd agency assigned responsibili-
iie;that stretch its limited resourccs thir' A simpler lien
fili¡rg, svstem would servc trot only the taxpayer and
{axpãyer creditors who nced the jrrformation but also the
IRS,

The elimination of filing fees also helps taxPayels
Currently, the IRS adcls filing fees to a taxpayer's bill. If a
taxoavei ends up maki¡e full payment of thc lax on the
liei. íc bears this cost in ;dditiônio alì of the interesl and
pcnalties he musl otheÌwjse pay. lf the debt is not lully
baid, the filing fees simply become another Part of the tdx
in¡rittcn off atlhe cxPirdlio¡ì of the statute of limitalions
The current system requiles the IRS to accou¡t for the
filing costs as ã part of majtìtaining a taxpayer''s account

(8) Provide quicker release. A national lien registry
would nake it ãasie¡ and faster for the IRS to release,

withdraw and discharge liens. Taxpayers typically seek

discha¡ge of tax liens when sclJing propcrty Frequently,
{axpave"rs come 1rl llìe IRS seeking a discharge of thc
fedt¡ál tax lien orr tlrc cve of the clósing of a sale of reaì

property to which the lien attaches. IRS persoturel. nust
i"oit qúickly in many cases to assist taxPayers trying to

close a sale ãnd thus generatc funds with which to pay
the t¿x liabilitv ìt is in evcrvone's interest fol the salc to

close. Placinq'the systcm únder fRS conlrol i¡stead of
that of va¡ioùi local Îiling offìces and making it electroric
should facilitate the granting of a discharge in an expe-

ditious manner. It would also allow the closi¡ìg attorney
and title company to close thei¡ ¡eco¡ds sooner'

Similarlv whcn d tax liabilitv has bccn sdtisficd, a

laxpaycr wants the licrr releascd as quickty as possiblc so

thai åredit can be rcstorcd more quickJy. Agajn, the

nâtional regislry would fâcilitate the release,

W.' (
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lIL ProPosed Legislation
Section 6323(f) woúld provide for the creation of a

"u¡onut 
li"" tegistry established and maintained by the

iäð. rtri" teei"riy *ôuld exist on the lnternet and would
Lo,vailable-fo¡ taxpavers and creditors to easily access

ã.*rt" onlv otte dutábut" would exist, licrr filings arrd

li",r ."*ouui actions would cll take place in onc open,

lccessible lorum. The IRS would no longer pay lien filing

fees.
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Thc oÞDortunitv exists to create d system thdt is fdjrer

tn 
"uervåie, 

becaíse the validity of the lien noticc would
not ¡esí on state or local Practices and would not dcPend

àn whether the IRS knei¡¡ about the existence and loca-

iion of a taxpayer's real proPerty ¡t the time of filing the

licn noticc. îhã chance to Promote [airncss to tdxPayers

and their creditors, increase the IRS's efficiency in its use

ãi r""o.rr."", and save taxpayer dollars shoulcl not bc

passed up.
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