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MEMORANDUM FOR DIRECTOR, FIELD COLLECTION  
    DIRECTOR, SPECIALTY COLLECTION – OFFERS,  
     LIENS & ADVISORY 

 
FROM:       Rocco Steco /s/ Rocco Steco 
       Acting Director, Collection Policy  
 
SUBJECT:       Interim Guidance for Notices of Federal Tax Lien on  
       Restitution-Based Assessments  
 
 
The purpose of this Interim Guidance (IG) memorandum is to revise the procedures for 
filing a notice of federal tax lien (NFTL) for restitution-based assessments. Internal 
Revenue Manual (IRM) 5.12.7.7.4, Restitution-Based Assessment NFTLs, and 
5.19.12.2.5.3 of the same title will be revised to include the information in this 
memorandum. Please ensure that this information is distributed to all affected employees 
in your organization.  
 
With a recent enhancement, the Automated Lien System (ALS) can now generate 
Restitution-Based Assessment (“Restitution”) NFTLs, complete with special wording. 
These NFTLs can be printed and filed by the Centralized Lien Operation (CLO) following 
standard NFTL processing. It is no longer necessary for Revenue Officers assigned 
restitution-based assessments to manually prepare these NFTLs, unless immediate filing 
of the NFTL is needed.  
 
Effective immediately, the instructions in IRMs 5.12.7.7.4 and 5.19.12.2.5.3 for filing a 
Restitution NFTL are revised as shown in the attachment. Specifically note the 
clarification that Form 12636, Request for Filing or Refiling Notice of Federal Tax Lien, 
must be submitted to CLO to request a Restitution NFTL or, in the case of immediate 
filing, a copy of the manually-prepared NFTL must be provided to CLO. The Integrated 
Collection System (ICS) cannot be used to request these NFTLs and must not be used to 
generate Serial Lien Identification Numbers (SLIDs) for them.   
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If you have any questions, please contact me, or a member of your staff may contact 
Deborah O’Camb, Program Manager, via email at deborah.ocamb@irs.gov or at  321-
441-2415; or Kyle Romick, Senior Program Analyst, via email at kyle.romick@irs.gov, or 
at 513-263-3198. 
 
Attachment 
 
cc: Director, Collection Headquarters 
 www.irs.gov 
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IRM 5.12.7.7.4, Restitution-Based Assessments NFTLs (Revised) 
 
(1) Following the conviction of a defendant for a criminal tax violation or tax-related offense, 

the court may order the defendant to pay restitution to the IRS. Restitution is discussed in 
IRM 5.1.5, Balancing Civil and Criminal Cases.  

(2) A restitution module posts as Master File Tax (MFT) 31 and can be identified by 
Transaction Code (TC) 971 with action code (AC) 102. The following codes also appear 
on the module: 

 TC 290 or 298 with reason codes 141 through 149 describes the source of the 
assessment (IMF or BMF and if there is a duplicate civil assessment).  

 TC 971 AC 180 through 189 reflects the type of tax and tax periods for which 
restitution was ordered (i.e., the underlying tax source). The action codes are 
indicators that there may be a potential duplication of assessment on another taxpayer 
account and the reference dollar amount represents the amount of assessable 
restitution duplicated on another module.  

Note:  When a module contains both a TC 971 AC 102 and a TC 971 with AC 180 through 
189 consider pulling the Document Locator Number (DLN) source document to determine 
the appropriate course of action to be taken. IDRS research should also be secured on all 
cross referenced modules that were identified in the TC 971 AC 180-189.  

 TC 971 AC 804 indicates the date Notice and Demand (Notice CP 94) was 
systemically issued.  

Note:  Prior to January 2015, Notice and Demand was manually issued with Letter 4885, 
and systemically issued with Notice CP 21. 

(3) Generally, restitution is ordered against an individual taxpayer and is assessed on the 
MFT 31 restitution module under the SSN of the defendant taxpayer. While it is possible 
for a business entity to be both convicted of a tax crime and ordered to pay restitution, it is 
a rare occurrence. Assessable restitution could arise in any criminal case where restitution 
is ordered for failure to pay any tax imposed under the IRC. An individual could be ordered 
to pay restitution for an employment or income tax violation of his or her business. 
Regardless of the underlying source of the tax loss, the SSN of the individual taxpayer 
ordered to pay restitution will be used for the MFT 31 account.  

Example: Taxpayer A is ordered to pay restitution for the unpaid employment tax of ABC, 
Inc., a corporation formerly owned by the taxpayer. The restitution-based assessments will 
be made on the MFT 31 account using Taxpayer A’s SSN, not the EIN of ABC, Inc. 
Generally, any restitution payments made by Taxpayer A will be applied against both the 
restitution-based assessment made against Taxpayer A on MFT 31 and the employment 
tax liability assessed under the EIN of ABC, Inc.  

(4) The same NFTL filing determination considerations and criteria used for other balance due 
accounts apply for restitution-based assessments. See IRM 5.12.2, Notice of Lien 
Determinations.  

(5) To differentiate NFTLs filed for restitution-based assessments from those filed for MFT31 
income tax assessments, special wording is used for the NFTLs.  

 Instead of showing MFT31 under the Kind of Tax, the NFTL shows the tax form 
involved in the restitution, preceded by an “R.”  

Example: Taxpayer A was convicted of criminal evasion of tax under IRC § 7201 and 
ordered to pay restitution based on tax loss for income taxes for the 2005 and 2006 tax 
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years. The NFTL must show “R1040” in the Kind of Tax to correctly identify the statutory 
liens of each of these assessments.  

Example: Taxpayer B was convicted of criminal failure to collect or pay over tax under 
IRC § 7202 and ordered to pay restitution based on the tax loss resulting from the 
taxpayer’s failure to pay employment taxes for each of the last three quarters of 2007. 
The NFTL must show “R941” in the Kind of Tax to correctly identify the statutory liens for 
each of these assessments.  

 The following statement appears on the face of the NFTL:  
“Pursuant to IRC § 6201(a)(4), these assessments reflect the amount of restitution 
ordered payable to the IRS.” 

(6) To request a Restitution NFTL, complete Form 12636, Request for Filing or Refiling Notice 
of Federal Tax Lien. Do NOT use ICS to request the Restitution NFTL. Show only the 
taxpayer liable for the assessment and their unredacted TIN on the request and follow 
other standard guidance for completing the Form 12636, with the following exceptions: 

a) In the Tax Form section, do NOT enter “MFT31.” Instead enter the type of tax form 
involved in the restitution, preceded by an “R” (e.g., R1040, R941). 

NOTE: Inclusion of the “R” is crucial for ALS to recognize the NFTL as a Restitution NFTL. 

b) Enter only restitution-based assessments on the request.  Do not include any other 
types of assessments (e.g., 1040, 6672, etc.). Due to the special wording of these 
NFTLs, other types of assessments must not be shown. 

c) Limit the number of entries in the tax form section to 14 line items. For regular NFTLs, 
fifteen line items are allowed but for Restitution NFTLs the number is reduced to allow 
space for the special wording.  

(7) Forward the Form 12636 via secure email to the Centralized Lien Operation (CLO). In your 
email, state that the NFTL is for a restitution-based assessment.  

(8) In rare situations, circumstances may necessitate that the Restitution NFTL is manually 
prepared and hand-carried for filing. Use the ICS Form 668(Y)(c) template to manually 
prepare the Restitution NFTL. Follow standard guidance for the manual NFTL preparation, 
giving particular attention to the following items. 

a) List only the specific taxpayer that owes the assessment. Do not show more than one 
name per NFTL. If multiple taxpayers were similarly assessed, separate NFTLs are 
necessary.  

b) Under Kind of Tax (column “a”), enter the type of tax form involved in the restitution, 
preceded by an “R” (e.g., R1040, R941). Do NOT enter “MFT31.” 

c) Include only restitution-based assessments.  Do not include any other types of 
assessments (e.g., 1040, 6672, etc.). 

d) Redact the first five digits of the TIN (e.g., xxx-xx-1234, xx-xxx1234). 

e) Limit the number of assessments to 14 line items. If the taxpayer owes more than 14 
assessments, create additional NFTLs. 

f) Type the following statement on the face of the NFTL:  
Pursuant to IRC § 6201(a)(4), these assessments reflect the amount of restitution 
ordered payable to the IRS. 
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NOTE: See Exhibit 5.12.7-3, Restitution NFTL, for an illustrative example of a Restitution 
NFTL.   

(9) After preparing the NFTL, forward a copy to CLO to secure a SLID from ALS.  DO NOT 
use ICS to generate a SLID. Ensure the following is stipulated in your request to CLO: 

 It is a Restitution NFTL 

 The NFTL will be hand-carried for filing  

 The complete TIN of the taxpayer  

 Your t-sign number 

(10) When the SLID is provided by CLO, place it on the NFTL and print the NFTL.  After filing 
the document with the appropriate recording office, provide the recording information to 
CLO. 

(11) The taxpayer must be notified of their Collection Due Process (CDP) by the issuance of 
Letter 3172, Notice of Federal Tax Lien Filing and Your Rights to a Hearing Under IRC 
6320). The taxpayer is entitled to CDP rights even though the statute allowing the IRS to 
civilly assess restitution restricts a taxpayer’s ability to challenge the underlying tax liability 
(IRC § 6201(a)(4)(C)).  

a) For NFTLs generated through ALS and printed and filed by CLO, the taxpayer’s notice 
is systemically issued.  

b) For NFTLs manually prepared and filed, the revenue officer or advisor initiating the 
NFTL is responsible for manually issuing the Letter 3172 and inputting the TC 971 AC 
252 on the respective tax module(s).  See IRM 5.12.6.3.7, Preparation and Delivery of 
Manual CDP Notices, and IRM 5.12.6.3.18, Inputting Transaction Code 971 and Action 
Code to Indicate the Notice Status. 
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IRM 5.19.12.2.5.3, Restitution-Based Assessment NFTLs (Revised) 
 
(1)  Restitution-Based Assessment (“Restitution”) NFTLs are filed for restitution ordered by the 

court following the conviction of the taxpayer on a criminal tax violation or tax-related 
offense. These NFTLs contain special wording to indicate the nature of the assessment(s). 
These NFTLs can be printed through ALS or manually prepared by the revenue officer 
(RO).  
Note: See IRM 5.12.7.7.4, Restitution-Based Assessment NFTLs, for additional 
information. 

(2)  Requests for Restitution NFTLs cannot be made through ICS. The requester must submit 
Form 12636 (or, if manually prepared, a copy of the NFTL) to CLO for input to ALS. 

(3) Upon receipt of Form 12636, follow standard processes to review the request and input the 
information to ALS, with the following exceptions.  

 The type of tax must be the form involved in the restitution preceded by an “R” (e.g., 
R1040, R941). The assessments show on IDRS under MFT31, but that is not 
acceptable as a type of tax on the NFTL.  
NOTE: Inclusion of the “R” is crucial for ALS to recognize the NFTL as a Restitution 
NFTL.  

 Only restitution-based assessments may be included on the NFTL. Due to the special 
wording of these NFTLs, other types of assessments (e.g., 1040, 6672, etc.) must not 
be included. 

 The number of entries in the tax form section is limited to 14 line items to allow space 
for the special wording.  

(4) Restitution NFTLs generated by ALS should be printed and mailed following standard 
procedures.  

(5) In situations where the NFTL will be hand-carried for filing, the requester must manually 
prepare the NFTL and contact CLO for a SLID. Upon receipt of a request for a SLID, follow 
the standard CREATE process with exceptions for the following actions. 

a) Place an “R” in front of the tax form number to indicate the restitution situation (e.g., 
R1040, R941) 
NOTE: Inclusion of the “R” is crucial for ALS to recognize the NFTL as a Restitution 
NFTL. 

b) Ensure that only restitution-based assessments are included in the NFTL 
c) Verify that the number of entries in the tax section does not exceed 14 
d) Suppress the NFTL from printing through ALS 
e) Suppress the NFTL from the voucher 
f) Suppress the systemic CDP notification. 
g) Input a history to ALS about the manual preparation and filing 
h) Provide the SLID to the requestor 

(6) For Restitution NFTLs, printed and filed by CLO, the taxpayer’s CDP notice is systemically 
issued. For those manually prepared, the requester is responsible for the issuance of the 
CDP notice. 
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