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A quick overview of… 
Installment Agreements 
 
An Installment Agreement is a workable 
payment plan between a taxpayer and the IRS 
or State. The IRS and State encourages one to 
pay the tax debt they owe as well as to file all 
unfiled income tax returns as quickly as 
possible.  When an individual or a business is 
unable to resolve a tax debt immediately, an 
Installment Agreement becomes an option that 
can be reasonable to the taxpayer while at the 
same time is acceptable to the IRS and State.  
Some Installment Agreements require the full 
payment of the tax liability which is set into 
monthly installments paid over time.  Other 
Installment Agreements allow the taxpayer to 
partial pay their liability in monthly installments 
over time. 
 
In order to be eligible for an Installment 
Agreement with the IRS or state, all unfiled tax 
returns must first be filed.  Once all returns are 
filed and an accurate tax liability is determined, 
a qualified tax professional may begin 
negotiating an Installment Agreement.  Keep in 
mind that it is the goal of the IRS and State is to 
collect as much tax due before the statute of 
limitations for collection expires.  By law, the 
IRS has the authority to collect outstanding 
federal taxes for ten years from the date of 
assessment.  State statutes vary. 
 
If a taxpayer is able to prove that they cannot 
full-pay their liability, even over time they may 
enter into a payment plan that allows them to 
continue covering their monthly expenses and 
pay less than the amount owed in taxes by 
making monthly installments.  This is what is 
referred to as a Partial Pay Installment 
Agreement (“PPIA”).  The IRS charges a  
 
 

 
 
 
nominal fee to set-up an Installment 
Agreement. In addition, the taxpayer is 
required to stay in compliance.  This means that 
they must, in addition to making the agreed 
upon monthly installments, continue to file 
future tax returns and pay all future tax 
liabilities in full.  This must be done over the 
entire course of the Installment Agreement 
period otherwise the taxpayer will be in default 
and responsible for their full liability due 
immediately. 

 
Streamlined Installment Agreements – Fresh 
Start Initiative 
 
If the taxpayer is in compliance and able to pay 
his or her liability in full over a given period of 
time (up to 72 months), they may qualify for a 
“Streamlined Installment Agreement”.  In order 
to qualify the taxpayer must owe less than 
$50,000.  If the taxpayer owes less than 
$25,000 then the qualifications become a little 
easier and the taxpayer may be able to have a 
Federal tax lien removed if one exists (note:  
The $25,000 and $50,000 thresholds are based 
upon the tax liability and do not include 
interest and penalties). 
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Without question, a negotiated payment plan 
in the form of an Installment Agreement is 
more favorable than a Wage Garnishment, 
Bank Levy, or Asset Seizure.  If one cannot 
afford to pay their back taxes in full and at the 
present time, and they do not qualify for an 
Offer in Compromise or placement into 
Currently Not Collectible (“CNC”) status, an 
Installment Agreement may be the best way to 
resolve their tax debt. 
 
Installment Agreement Forms 
The IRS states that the taxpayer should use 
Form 9465 to request a monthly installment 

plan if they cannot pay the full amount they 
owe. Generally, one has up to 72 months to 
pay. In certain circumstances, they can have 
longer to pay or their agreement may be 
approved for an amount that is less than the 
amount of tax you owe. However, before 
requesting an installment agreement, the IRS 
contends that the taxpayer should consider 
other less costly alternatives, such as getting a 
bank loan or using available credit on a credit 
card.  We realize that neither of these 
alternatives are generally practical. 
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Form 9465 

 


