
Don’t Let IRS or State of Michigan Tax Liens Stop Your Sale

This report is an overview of IRS and State of Michigan tax liens and options for getting them removed, 
and saving your deals.

In the course of your real estate business, you have no doubt come across a desirable property that could 
start a bidding war – if only a state or federal tax lien were not attached to it. Owners typically don’t want 
to sell their real estate when a government lien is attached, because then the IRS or the State will grab all 
or part of the proceeds.  But all is not lost; in many situations, a tax lien need not kill your deal if the right 
course is pursued. 

When your client falls behind on their income taxes, the IRS and the State can file a general lien against all 
the property they own, which includes financial assets, personal property and real estate. This kind of lien is 
filed at the state level and affects your client’s credit report. The IRS or the State can also file a lien against a 
specific piece of real property at the local county Register of Deeds. The reason for doing so is to be certain 
that title companies and potential buyers are aware of a lien against the real property and to make it easier 
for the government to collect if the property is sold. 

When an IRS Tax Lien Is Filed

It’s not worth it to the IRS to do the paperwork for minor amounts, but if your client owes over $5,000, they 
should be worried about the possibility of an IRS tax lien.

For the IRS to file a tax lien, they must follow certain processes:

•	 Assess liability
•	 Serve a notice of demand for payment
•	 Wait 10 days after notification for you to pay the debt. If there is no payment or accepted negotiation, 

the IRS can then file a public document, the Notice of Federal Tax Lien, to alert creditors that the 
government has a legal right to the property.

Real Property Tax Liens: How to Save Your Deal



When a State of Michigan Tax Lien is Filed

Similar to the IRS, before filing a lien, the State of Michigan will first assess liability and serve a notice. 
However, the State will wait 35 days from the date shown on your client’s Final Bill for Taxes Due before 
filing a lien. 

IRS and Michigan Collections Statutes of Limitations 

The statute of limitations for an IRS tax debt is 10 years.  In Michigan, the state generally has six years to 
collect a tax debt.  However, unlike the IRS, the statute of limitations for Michigan is renewed every time the 
taxpayer reaffirms their debt—either by signing an acknowledgement (required to set up a payment plan or 
to get not collectible status,) or by making a voluntary payment. If you set up an installment agreement with 
the state and make payments toward that agreement, the statute of limitations will never run out. There are 
a lot of complexities that can affect the statute of limitations for both a federal or state collection as well as 
how long a lien can remain attached to a property. But if a lien is attached to property you want to sell, you 
need to look for ways to get the lien released and withdrawn now. 

Withdrawal v. Release

There are various options available to release a lien, but just because a lien is released does not necessarily 
mean it has been withdrawn. Our goal is to accomplish both. Release means there is no longer a lien on 
the property. Withdrawal (in the case of the IRS) is the removal of the public Notice of Federal Tax Lien 
and assures that the IRS is not competing with other creditors for the property. Once the lien is released or 
withdrawn, the property may be sold without any taint of the lien overshadowing the sale.
An IRS tax lien, even if it is paid in full, will stay on your client’s credit history for seven years after it’s 
paid. Your client or their representative must complete a form to request that the IRS withdraw a tax lien 
after it is paid in order to have this removed. After the lien has been withdrawn, the client should send the 
information to all three credit bureaus. This stops the lien from appearing on the client’s credit report. It 
also prevents lien concerns, putting off potential property buyers.

Options to Get Rid of an IRS Tax Lien on Real Property
 

Sell the Property

If the worth of the property is the same or more than the taxes owed, your client could sell the property 
and pay the government with the proceeds. If the tax amount due is more than the property is worth, they 
could pay the remainder from other assets. More attractively, it may be possible to negotiate with the IRS 
to accept partial payment and request release of the lien.  Of course, typically the last thing your clients will 
want to do is sell their property and hand the proceeds over to the government.



Pay the Tax Bill

This one is pretty obvious. If your client pays their tax bill, the IRS will release its lien within 30 days. Your 
client can then request that the Notice of Tax Lien be withdrawn as described above.

Seek a Discharge of Property (Filing form 14153) 

A “discharge” removes the lien from specific property. There are several Internal Revenue Code (IRC) 
provisions that determine eligibility and this is best sorted out by a tax attorney. There are complexities to 
each of these, but in a nutshell, here are the circumstances under various provisions of the Internal Revenue 
Code (IRC) that may warrant discharge according to the IRS (only one of these must be met):

•	 6325(b)(1): The liens the IRS has  on other property owned by your client are worth at least twice the 
amount they owe

•	 6325(b)(2)(A): When your client’s property is not worth the total amount they owe the IRS, but they are 
selling at fair market value, they can apply for a release of the lien. It will be up to your client (or their 
representation) to convince the IRS that the property is indeed being sold for fair market value, and the 
IRS is getting all money from the transaction to which they are entitled.  

•	 6325(b)(2)(B): The mortgage liens or other liens senior to the IRS liens amount to more than the property 
is worth. In this case, the government liens are worthless. 

•	 6325(b)(3): If you already have a payment deal with the IRS, they may allow you to sell the property 
with the proceeds held in escrow. This option rarely comes up. For example, if your client’s Offer in 
Compromise is accepted, the lien will not be released until the settlement amount is paid.  Sometimes, 
clients need to sell things to pay the settlement they agreed to.  If that happens, they will need to apply 
under this section.

•	 6325(b)(4): If someone other than your client owns the property (but your client owes the tax debt), they 
can post a bond 

•	 6325(c):  The property is subject to an Estate Tax Lien.

Negotiate – and Stay Current – on an Installment Plan

If your client owes the IRS less than $25,000, they or their tax representative can negotiate with the IRS 
to enter into an installment plan that will repay the debt in five years or less.  They can then negotiate a 
withdrawal of the lien as long as they fulfill all these qualifications: 

•	 A direct debit must be set up from the client’s bank account
•	 Your client must make at least three payments
•	 Your client or their tax representative can then file the proper form setting out a request to withdraw 

the lien. 



Options to Get Rid of State of Michigan Tax Liens on Real Property

Be aware that the state of Michigan can still file a tax lien on both real and personal property even if a 
taxpayer has an installment plan and is current on payments. State treasury departments are often more 
difficult to deal with than the IRS, so when seeking to remove tax liens, it’s best to consult with a professional 
who knows the ins and outs of the state where the property is located.

Should your client want to sell property with a State of Michigan lien attached, they or their representative 
should contact the Michigan Office of Collections to try to reach some kind of agreement about getting the 
lien removed. Here are some options.

Sell the Property

Your client can make arrangements with the State if they want to sell the property and turn the proceeds 
over to the State to pay for the lien. Of course, multiple liens on the property will change the negotiation.

Pay the Tax Bill 

The State must release a lien within 20 days after your client pays their tax debt in full. As mentioned above, 
your Client or their representative should follow up that the lien is also withdrawn. 

Request Withdrawal of an Improperly Placed Lien

If the lien was placed improperly, the State is required to withdraw the lien within five business days. If a 
lien has been placed improperly, the Office of Collections will issue a Certificate of Withdrawal of State Tax 
Lien to remove the lien from the records of the Register of Deeds and/or Department of State, Uniform 
Commercial Code Section.

Seek a Discharge of Property

Michigan requirements for discharge of property are similar to that of the IRS. Here are a few options that 
would warrant discharge:

•	 Attachment to wrong person: If a tax lien attaches to the wrong person, the State can issue a Certificate 
of Non-Attachment after a review.

•	 The lien is worthless:  The State of Michigan can issue a Specific Release of Lien to release tax liens 
on specific property where the State’s lien is worthless. This can happen when mortgage liens or other 
recorded liens supersede the State’s lien, which would leave nothing for the State if the property were 
sold. 



Summary

Once a lien is placed on property, things are much more complicated than preventing a lien in the first 
place. But, depending on individual circumstances, there are many ways a good tax attorney can get a lien 
released and withdrawn, and save the sale.  

About Ayar Law

Ayar Law, an award-winning, boutique tax law firm, represents individuals and businesses with tax problems 
that require creative resolutions. Because our focus is exclusively on tax problem resolution, we have the 
experience and knowledge to minimize clients’ financial exposure and protect their assets whether those 
assets are in the United States or abroad. 

We routinely work with real estate professionals to get property liens released and withdrawn, and save 
the deal. 

Our offices are located in Southfield, Detroit, Troy, Novi, and Farmington Hills, Michigan. For more 
information, visit www.ayarlaw.com


