10

DARREN GUILLOT is a Tax Advisor
at alliantgroup and former IRS
Commissioner of the Small
Business/Self Employed Division.

Collection

Going Somewhere? Unpaid IRS Tax
Liabilities and Your Passport

By Darren Guillot

Self-Employed (“SBSE”) Division (“Collection”), I took a call from a

tax attorney whose client was unable to renew his passport. The client
found himself in this predicament because of an unresolved, large balance due
to the Internal Revenue Service (“IRS”), one that had remained unpaid for
many years. The taxpayer needed to travel to Europe in just under a week for
his daughter’s wedding, and the attorney asked how the IRS could expedite
the process so he could be there. Sensing the urgency in the request was not
difficult.

I will discuss more about how that ended later in this column, but for now
I will state it was just one of numerous stories (familiar to IRS ofhicials and tax
professionals alike) involving a taxpayer’s introduction to the role federal taxes
can play in taxpayers’ travel plans. A provision within federal law connects a
significant, unpaid federal tax debt to an individual’s passport status. Enacted
as part of the Fixing Americas Surface Transportation (“FAST”) Act in 2015,
this legislation grants the IRS the authority to notify the Department of State
(“DOS”) when a taxpayer has a “seriously delinquent tax debt.” The result can
be the denial of a new passport, the refusal of a renewal, or even the revoca-
tion of an existing passport. This program, outlined in Code Sec. 7345," is a
powerful enforcement tool designed to encourage tax compliance and ensure
that individuals with substantial unpaid liabilities settle their accounts with the
federal government.

This column provides an overview of the IRS passport program, detailing how
seriously delinquent tax debt is defined, the notification process, the legal and
discretionary exclusions that can prevent or reverse certification, and the steps
taxpayers must take to resolve the issue and ensure they can continue to travel

abroad.

B few years ago, while serving as the Commissioner of the Small Business/

The Law: Code Sec. 7345 and the FAST Act

The IRS passport program was enacted with the passage of the FAST Act of
2015. Specifically, §32101 of the Act added Code Sec. 7345, which mandates
that the Secretary of the Treasury (acting through the IRS) must notify the
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Secretary of State when a taxpayer is certified as having
a seriously delinquent tax debt.? This law gave the IRS a
very efficient new collection tool to increase compliance
and has collected billions of dollars from individuals who
have otherwise exhausted typical administrative collection
procedures.

It is important to note that the IRS does not directly
issue, deny, or revoke passports®; that authority remains
solely with the DOS. The IRS’ role is limited to the “cer-
tification” and “decertification™ processes. Once certified,
the DOS typically acts on that information, exercising its
authority to deny or limit a passport.

The law requires the IRS Commissioner (or a speci-
fied delegate) to approve all certifications, adding a layer
of oversight to the process. The specified delegate is the
Commissioner SBSE.

Who Does the Law Apply to?

First, let us talk about “who” the program impacts. Code
Sec. 7345 applies to individuals who owe income taxes,
the Trust Fund Recovery Penalty, Civil Penalties assessed
under a Social Security Number, and business taxes
(assessed under an Employer Identification Number)
where an individual is liable. When an individual has more
than one of these accounts with a balance, they can be
combined to reach the threshold of a Seriously Delinquent
Tax Debt. Non-tax debts pursued by IRS Collection are
not part of the program (i.e., Child Support Obligations,
Report of Foreign Bank and Financial Accounts (‘FBAR”),
Restitution Based Assessments (“RBA”), Affordable
Care Act (“ACA”) assessments like the Employer Shared
Responsibility Payment (“ESRP”). When I departed the
agency in late 2023, the average taxpayer certified owed
IRS well over $200,000 and had been in a balance due
status for roughly seven years or more. That should not
embolden any taxpayer with a more recent balance due and
owing much less to assume they will be off the IRS’ radar.
The law is specific, and individuals owing the threshold
amount and failing to respond timely to an IRS balance
due notice should expect to be certified.

What Exactly Makes an IRS Liability a
“Seriously Delinquent Tax Debt"?

Not every unpaid tax bill will jeopardize a passport. The
law establishes a specific definition for “seriously delin-
quent tax debt” that includes several key criteria:

The unpaid, legally enforceable federal tax debt

(including all assessed penalties and interest) must exceed
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an annually adjusted [for inflation] threshold. When
the law was enacted in December 2015, the amount
was $50,000 but adjusted to $51,000 in 2018 when the
program began certifying taxpayers. How far have we
come? For calendar year 2026, the amount of a serious
delinquent tax debt under Code Sec. 7345 is $66,000°
(it was $64,000 for 2025, $62,000 for 2024 and $52,000
in 2019). Let us pause and revisit a very important term
mentioned above, “assessed.” It is important to review a
client’s transcript or balance due notices with the words
“assessed” in mind. The accrued penalties and interest
are “not” included in the amount calculated to reach
the status of “seriously delinquent.” So, for example, if
a balance due notice received by a taxpayer includes all
assessed and accrued amounts totaling $66,001.00 but
the assessed amounts of tax, penalties, and interest total
only $62,000.00, the taxpayer has a significant tax bill
but not a “seriously delinquent tax debt.” The debt must
[also] be legally enforceable, meaning the IRS’ 10-year
Collection Statute Expiration Date (“CSED”) has not
yet expired.

Does IRS Just Systemically Capture
Every Taxpayer on Their List with the
Right Balance Due and Certify Them
to the DOS?

No. Initial actions to collect the liability must have
been exhausted before the IRS certifies a taxpayer. For
example, the IRS will have issued a balance due notice,
and the amount remains unpaid. IRS must have already
filed a Notice of Federal Tax Lien (“NFTL”), and all
administrative appeal rights (known as Collection Due
Process (“CDP”)) have been exhausted or lapsed or
issued a levy to seize property or assets. If a debt meets
these criteria, the IRS can proceed with certification

to DOS.

Is There Anything About the
Taxpayer's Circumstances [or Actions
They Can Take] that Can Result in
Them Not Being Certified?

While it is not unusual for taxpayers to have a sig-
nificant balance owed to the IRS, Congress did not
have in mind to certify taxpayers making active efforts
to become compliant. The law [therefore] explicitly
excludes certain types of debt from the certification
program, even if the amount exceeds the threshold. The
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statute (Code Sec. 7345(b)(2)) excludes the following

from certification:

m  Debt that is being paid in a timely manner as part of
an installment agreement;

m  Debt that is being paid in a timely manner as part of
an offer in compromise (OIC);

m  Debt that is being paid in a timely manner as part
of a settlement agreement entered into with the
Department of Justice;

m  Debt in connection with a levy for which collection
is suspended for a timely requested or pending CDP
Hearing under Code Sec. 6330;

—  Important Exception: An Equivalent Hearing (in
connection with a levy) does not meet the criteria for
this exclusion. So, a ‘timely” CDP request matters!

m  Debt on which collection has been suspended due to
a claim for innocent spouse relief under Code Sec.
6015; and

B Certification is postponed under Code Sec. 7508(a)(3)
for taxpayers serving in a combat zone.

Additionally, based upon its discretionary exclusions, the

IRS will not certify the following seriously delinquent

tax debts:

B Debtdetermined is currently not collectible (“CNC”)
due to hardship;

B Debt determined resulted from identity theft;

B Debt of a taxpayer in bankruptcy;

m  Debt of a deceased taxpayer (but only the deceased
individual on a joint account);

m  Debt that is included in a pending OIC;

B Debt that is included in a pending Installment
Agreement (“IA”);

m  Debt with a pending adjustment that will fully pay
the tax period; and

m  Taxpayers in a disaster zone (-O Freeze).

— New certifications will be suspended for taxpay-
ers in a disaster zone indicated with a -S Freeze.
However, previously certified taxpayer accounts
will not be decertified by the -S freeze.

If a taxpayer falls under one of these exclusions, they are

not included in the IRS’ certification to DOS. If they

were already certified erroneously, the IRS will reverse the
certification once the situation is verified.

The Certification Process:
The IRS Sends Notices to the
Taxpayer and DOS

The process is a systemic one and begins with internal IRS
systems identifying a seriously delinquent debt. Once

certified, a strict notification procedure is followed. The
IRS will send the taxpayer Notice CP 508C. By the way,
tax professionals have seen that “CP” on large numbers of
different IRS notices and [generally] do not ask what the
letters represent. “CP” stands for “Computer Paragraph”
and is a good reminder your client’s journey is still being
led by systemic analytics and algorithms. Historically,
most IRS Collection notices are cadenced several weeks
apart. Regarding the IRS mailing of the Notice CP
508C, Certification of Your Seriously Delinquent Federal
Tax Debt to the U.S. Department of State, it is important
to know it will be sent by regular mail to the taxpayer’s
last known address and a copy is “not” sent to the power
of attorney (if the taxpayer has identified someone else
to represent them to handle the IRS balance due). This
notice is the taxpayer’s first official warning about the
passport implications and explains the steps needed to
resolve the debt.

Unlike a number of other notices sent by IRS
Collection, this one does not provide a period of
time for the taxpayer to respond before the intended
action—in this case, notifying DOS they have been
certified. Here, the IRS notifies DOS at the same time
the CP 508C is mailed to the taxpayer—i.e., the IRS
transmits the taxpayer’s information via a list/report
to the DOS systems when the CP 508C is generated.
These reports are run in IRS” Office of Collection
Policy, weekly, for certifications. For the curious, IRS
Collection retains CP 508C and Certification Lists
for 15 years.

What happens at the State Department after receiving
the systemic notification from the IRS? If the taxpayer
applies for a new passport or renewal, the application will
be held open for a 90-day period. This window gives the
taxpayer time to get in touch with the IRS and resolve the
balance due. If the issue is not resolved within 90 days,
the application is denied.

Can a Passport Be Revoked After a
Taxpayer Has Been Certified?

It has not been unusual for me to encounter taxpay-
ers, and even their tax professionals, referring to the
FAST Act’s authority granted here as a passport “revo-
cation” program. Such vernacular can be profoundly
misleading. While the IRS may request DOS revoca-
tion when appropriate, in my experience revocation
is quite rare. A revocation is not automatic, but this
action can be initiated, especially in egregious cir-
cumstances. Some common factors the IRS considers



before recommending DOS revoke an existing passport

include the following:

m  The taxpayer obtained a decertification based on a
promise and failed to act as agreed. For example, the
taxpayer requested an IA and failed to make payments
as promised.

m  The taxpayer intends to depart to reside outside of
the United States.

m  The taxpayer has interests abroad that can be used to
satisfy, or partially satisfy, the tax liability.

m  The case is considered for closure as Currently Not
Collectible based on these categories: unable to
contact, unable to locate, or international due to the
taxpayer residing abroad.

B Any other egregious behavior (the list above is not
all inclusive).

If the IRS recommends to the DOS that it revoke the

passport of a taxpayer who has been certified as seriously

delinquent, the IRS will issue Letter 6152, Notice of Intent
to Request U.S. Department of State Revoke your Passport,
advising the taxpayer of the intent to request revocation.

This letter allows the taxpayer 30 days to contact the IRS

to resolve their tax liability (90 days if the Letter 6152 is

mailed to an address outside of the United States). Prior
to recommending any passport for revocation, a rigorous
review process by the manager, Civil Enforcement Advice

& Support Operations (“CEASQO”), and the Director of

Collection Policy is required. That is a pretty extensive

vetting process, and the IRS created it to avoid errors

and ensure consensus that recommending revocation is
appropriate.

Keep in mind, the decision to revoke a passport of a
certified taxpayer lies solely with the DOS. They retain
sole authority to issue, limit, or revoke a passport. It is also
possible, depending on the circumstances, that DOS may
act on its own initiative to revoke a passport.

If a passport is revoked, a limited-validity passport may
be issued to allow the individual to return directly to the
United States from overseas.

Resolution and Decertification

The point of the Passport Program is to promote voluntary
compliance. When taxpayers/their professionals respond
to the certification notice seeking a resolution to the tax
indebtedness and a decertification is issued, that is a win
for all parties. To have the certification reversed (decerti-
fied), the taxpayer must resolve the tax debt by one of the
following methods:

WINTER 2025

m  Fully pay/satisfy the liability, or
m  The liability becomes legally unenforceable, or
m  The liability ceases to be a seriously delinquent tax
debt (when the taxpayer meets one of the statutory
or discretionary exclusions).
A very common misunderstanding is that, once certified,
a taxpayer needs only to make sufficient payments to
get their balance due below the “Seriously Delinquent”
threshold to be decertified. That will not work and is
not an exclusion. For non-filers who have been certified
as having a seriously delinquent tax debt as a result of
IRS action through its Substitute for Return (“SFR”)
program, the balance due is treated just like a balance
resulting from a voluntarily filed return. To become
decertified, taxpayers who disagree with the SFR amount
must file a corrected return that has been “processed”
and does not reflect an amount owed that meets the
seriously delinquent threshold. Remitting the corrected
return alone will not be sufficient for the IRS to decertify
the taxpayer.

Your options and IRS flexibility are
[generally] more available the earlier
you address the issue—with the very
first Collection notice. Do not end up
certified, but if you find your account
certified by the IRS, a reputable tax
professional can often guide you to an
amenable outcome and a compliant
tax posture in the future.

If the certification is found to be “erroneous,” the IRS
will notify the DOS as soon as practicable. The IRS will
also notify the taxpayer once the certification is reversed.
Examples of erroneous certification include situations
where the taxpayer met one of the statutory or discre-
tionary exclusions at the time they were certified, but the
proper coding was not present on IRS internal systems
to avoid certification.

Once the IRS determines the debt is no longer seriously
delinquent or the certification was erroneous, it will reverse
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the certification and notify the State Department within 30
days. The taxpayer will receive a Notice CP 508R, Reversal
of Notice of Certification, confirming the decertification.

Expedited Procedures for Urgent
Travel

When taxpayers have an imminent need to travel, they
can request expedited processing of their decertification.
For domestic taxpayers, the IRS must verify that all three
of the following conditions exist:

m  The certified taxpayer is eligible for decertification
if their foreign travel is scheduled within 45 days or
less, and

m  can provide proof of travel (i.e., a flight itinerary, hotel
reservation, cruise ticket, international car insurance),
or other document verifying the name of the taxpayer,
location, and date of travel, and

m  has a pending application for a passport or renewal,
received notification that their passport application
was denied or revoked by the DOS, and provides a
copy of the passport denial letter issued by the DOS
within the past 90 days.

International taxpayers residing outside of the United

States may have an urgent need for a passport without

having imminent travel plans. They do not need proof

of travel or a proof of passport denial letter issued by
the DOS. IRS will only verify that they meet one of the
decertification exclusions.

Taxpayers who require expedited decertification can call
dedicated IRS phone lines (listed on Notice CP 508C:
855-519-4965; or 267-941-1004 for international call-
ers). The IRS will work to accelerate the reversal process
to accommodate urgent needs.

Processable expedited decertification generally takes
the IRS three business days to review and be transmitted
to the DOS. While expedited decertification happens
more rapidly than the 30 days IRS establishes for routine
decertification, IRS has advised the entire expedited
process will generally take 9-16 days. That would not
have been fast enough for the father who needed to get to
Europe, as mentioned at the beginning of this column.

Do | Get Administrative Appeal Rights
in the IRS Independent Office of
Appeals?

No. You do not have the right to appeal the Collection
certification to DOS. However, there is a legitimate IRS

Appeals avenue that could provide relief. If a proposal
to file a Notice of Federal Tax Lien, or a [pre-CDD, such
as the CP 501 and CP 504] Collection notice threaten-
ing proposed levy action creates a Collection Appeal
Program (“CAP”) hearing right,” you should carefully
consider whether your client is at risk of not having
their much-needed passport issued or renewed. Calling
the IRS after the first or second balance due notice
is the smart move. Do it. If you cannot convince the
Collection Representative or Revenue Officer that your
client is a good candidate for a payment alternative or
unable to pay hardship designation, or perhaps you can-
not persuade them with your solid argument for why a
lien should not be filed, you can ask for a CAP appeal
by filing Form 9423. The CAP request will elevate the
discussion to the Collection Manager and [if needed]
have the dispute assigned subsequently to an Appeals
Officer for a CAP hearing—this can [potentially] avert
the passport certification because exhaustion of CDP
rights is required before certification. If you are successful,
there will be no CDP lien notice to exhaust and/or you
will have a payment agreement or unable to pay hardship
designation—any one of these will keep the taxpayer from
being certified to the DOS.

Is this Legal, and What About
Recourse in the Courts?

Since the early days of the law, some have wondered
whether infringing on Americans’ ability to travel
might violate the Constitution. In fact, various courts
have upheld the federal government’s ability to revoke
passports in order to collect tax debts as constitutional.
In Franklin, the Court supported the law, comment-

ing [in part], “... what Congress provided was an arrow,
not a bazooka. Its chosen tool is carefully aimed at the
problem, not fired indiscriminately ....”* The law was

also determined to be Constitutional in Maehr that
same year.’

Taxpayers who disagree with the IRS’ determination
that their debt is seriously delinquent have judicial review
options. Code Sec. 7345(d) requires the IRS to contempo-
raneously notify an individual when he or she is the subject
of a certification or reversal of a certification. This same
notice (Notice CP 508C, “Notice of certification of your
seriously delinquent federal tax debt to the State Department)
must include a description in simple nontechnical terms
of the right to bring civil suit under Code Sec. 7345(e).
Code Sec. 7345(e) provides that an individual has the right

to judicial review of whether a certification was erroneous



or whether the IRS failed to reverse a certification in either
a U.S. district court or the U.S. Tax Court. If a court
determines that the certification was erroneous, the court
may order the IRS to notify the Secretary of State that the
certification was erroneous. This year, though, that under-
standing of judicial review was revisited and the scope of
review was expanded by the Tax Court. In Garcia, the Tax
Court expanded Code Sec. 7345 to the de novo standard.
The taxpayer contended the Collection Statute Expiration
Date (“CSED”) should have expired “before” his certifi-
cation to the DOS and the CSED remained open only
because of a civil suit filed at the request of IRS—a suit
for which he claimed was not properly served. The court
noted, “Mr. Garcia raises a genuine issue of material fact as
to whether he was served in the district court suit, we cannot
conclude at this stage of the proceedings that the liabilities at
issue are legally enforceable.” In Garcia, the court concluded
that Congress’s choice of the word “determine” in Code
Sec. 7345(e) is dispositive, signifying that review should
occur on a new record made at the Tax Court, potentially
including evidence introduced at trial where appropriate.'

Father of the Bride, and Summary

You are no doubt asking yourself whether the taxpayer
I mentioned [at the beginning of this column] made
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it to his daughter’s wedding in Europe. Yes, he did. He
was fortunate that the IRS Office of Collection Policy
was able to expedite his decertification after his attorney
provided sufficient financial information for approval of
a reasonable payment plan. The IRS Policy employee was
then successful in getting him connected to a live person
at the DOS who [likewise] expedited renewal of his
passport. Was this taxpayer lucky? You decide. These two
civil servants (one at IRS, another at DOS), at the right
place and time, made exceptional efforts beyond what
was required in their procedures. It helped that they were
working with an astute tax professional. I have seen this
happen [only] a few times while at IRS and since enter-
ing private practice—so it occurs rarely in my experience.
Taxpayers should not expect similar last-minute success
working with the IRS or DOS to become decertified. The
anticipated timelines for working with both agencies are
a matter of public information and were covered earlier
in this column. If there is a valuable lesson here, it is that
IRS problems do not get better with age. Your options and
IRS flexibility are [generally] more available the earlier you
address the issue—with the very first Collection notice.
Do not end up certified, but if you find your account
certified by the IRS, a reputable tax professional can often
guide you to an amenable outcome and a compliant tax
posture in the future.
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