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A new case may require speedy action to protect your rights to recover FICA taxes paid on severance payments

in 2006. In Quality Stores, Inc. v. US, 2010-1 USTC 50,250 (W.D. Michigan, Feb. 23, 2010), the Court held that

severance payments made to employees pursuant to an involuntary separation are not subject to FICA taxation.

If you have paid FICA tax on severance pay for 2006, you should consider �ling protective refund claims for that

year. The statute of limitations on �ling the claim for credit for refund is 3 years from April 15 following the year

in which the relevant quarter falls or the year ends, or 2 years from the date the tax was paid, whichever is later.

Therefore, if your company paid FICA on qualifying severance payments to employees in 2006, you must �le

your claim for refund by April 15, 2010. For 2007, 2008 or 2009, you have the option to ask for the money or to

ask that the refund be credited to current returns, but there is no pressing need to �le a claim at this time for

those years. It is unlikely the IRS will grant any refunds, unless and until the appeal process plays out, but you

must �le timely for 2006 or you will lose any right to a refund for 2006.

If you need further information or assistance in completing the refund process for 2006, please call Gerry Rigby

in the Philadelphia Of�ce (215-279-9684).

DISCLAIMER: This client advisory is for general information purposes only. It does not constitute legal advice, and

may not be used and relied upon as a substitute for legal advice regarding a speci�c legal issue or problem. Advice

should be obtained from a quali�ed attorney licensed to practice in the jurisdiction where that advice is sought. 
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