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CLEAN, COMPLY, MULTIPLY™

A MCFADDEN ACCOUNTING FIELD GUIDE

The IRS Notice

Every IRS letter has a code in the top corner — and that code tells you exactly
how serious it is, how long you have, and what happens next. This guide
translates the six letters Maryland taxpayers actually receive, in plain English,
one page each.

Read the Code Know Your Clock Make the Move
Find the notice number (top or Every notice starts a countdown. Each page ends with what to do this
bottom corner). Turn to its page. Some deadlines are flexible. Two of week — including when the fix is
Know what you're actually holding. them are not — and they change free and when to bring in a

your legal rights. professional.

WHAT'S INSIDE

NOTICE WHAT IT REALLY IS YOUR CLOCK PAGE
CP14 The first bill — you filed, and there's a balance due. 21 days 2
CP2000 The mismatch letter — the IRS thinks you left income off. 30 days 3
CP504 Certified mail. Intent to levy your state refund — the escalation point. 30 days 4
LT11 /1058 The final notice. Levy on wages and bank accounts becomes legal after 30 days — 5
this. hard
Letter 3172 A federal tax lien has been filed against everything you own. 30 days — 6
hard
Maryland The Comptroller — faster than the IRS, and most people never see it Varies — short 7
coming.
Decision Handle it yourself or get help? An honest one-page answer. —_ 8

One rule before you turn the page: never ignore an IRS envelope, and never panic because of one. Every letter in this guide has a
defined path out — the cost of that path just goes up the longer you wait.
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McFadden

BALANCE DUE -

The First Bill

SEVERITY
2 /5 — routine, but a fuse is lit

WHAT IT ACTUALLY MEANS

FIRST NOTICE

THE IRS NOTICE DECODER

HOW IT ARRIVES

Regular mail
Plain envelope. Millions go out every summer after filing
season.

You filed a return, the IRS processed it, and their math says you owe money — tax you reported but didn't fully
pay, or an adjustment they made. Itis a bill, not an accusation. Nothing has been seized, no lien exists, and
nobody is coming to your door. But interest and a monthly late-payment penalty (0.5% of the balance, growing
to a cap of 25%) started running the day the tax was due — not the day the letter arrived.

to pay before the next notice cycle begins (10 business days if the balance is $100,000

21 days

either way.

or more). This deadline is about stopping escalation — the interest keeps accruing

IF YOU DO NOTHING

CP501, then CP503 — reminder letters, roughly five weeks apart, each adding urgency (and interest).

CP504 — certified mail, intent to levy. See page 4.

@ LT1 — the final notice. Wage and bank levies become legal. See page 5.

DO THIS WEEK

Check the number against your return. IRS adjustments are sometimes wrong — especially estimated-
payment credits that didn't get applied to the right year.

If you can pay, pay — at irs.gov/payments, directly from a bank account, free. That ends it.

If you can't pay in full, the IRS offers a short-term plan (up to 180 days, no setup fee) or a monthly installment
agreement you can set up online in minutes for balances under $50,000.

Ask about penalty relief. If you have a clean three-year filing history, first-time penalty abatement can remove

the late penalties with a single phone call.

(
YOU CAN HANDLE THIS YOURSELF IF

e The amount matches your return and you can pay it,
or afford a simple monthly plan.
e It's one tax year, and it's the first time.
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BRING IN A PROFESSIONAL IF

e The IRS number doesn't match your return and you
can't see why.

e There are other unfiled years behind this one — the
plan has to cover everything.

e The balance is large enough that penalty abatement
and payment structuring change the total by
thousands.
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THE IRS NOTICE DECODER

UNDERREPORTER INQUIRY

The Mismatch Letter

SEVERITY
3 /5 —respond, don't reflex-pay

WHAT IT ACTUALLY MEANS

HOW IT ARRIVES

Regular mail
Thick envelope — includes a line-by-line comparison and a
response form.

An IRS computer compared your return against every W-2 and 1099 filed under your Social Security number
and found a mismatch. This is not a bill and not an audit — it's a proposed change, and the proposed amount is
frequently wrong in the IRS's favor. The classic example: you sold stock, the broker reported the full sale
proceeds on a 1099-B, and the IRS proposal taxes the entire proceeds as income — ignoring what you originally
paid. Gig income (1099-NEC, 1099-K) and retirement distributions are the other usual triggers.

from the date on the notice to respond — agree, partially agree, or disagree with

30 days

documentation. Need more time? Calling the number on the notice usually gets an
extension. But respond in writing, always.

IF YOU DO NOTHING

CP3219A — Statutory Notice of Deficiency ("90-day letter"). The proposal starts becoming law.

90 days to petition the U.S. Tax Court — your last chance to dispute without paying first.

e The taxis assessed — with accuracy penalties, and the collection letters on the following pages begin.

DO THIS WEEK

Pull the documents for every item the notice lists — brokerage statements, 1099s, your filed return.

Never pay the proposed amount just to make it go away. If cost basis, business expenses, or rollovers are
missing from the calculation, the real number may be a fraction of the proposal — sometimes zero.

Respond by the deadline using the response form: agree only with what's actually correct, and attach proof

for the rest.

Fix the source if recurring — if a payer reports under the wrong SSN or EIN every year, this letter comes back

every year.

¢
YOU CAN HANDLE THIS YOURSELF IF

e The IRS is simply right — you forgot a 1099 — and
the corrected amount is affordable.

e One document resolves it (a 1099 that isn't yours, an
amount already reported elsewhere on the return).
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BRING IN A PROFESSIONAL IF

e Stock sales, crypto, or business income are involved
— basis and expense reconstruction is exactly what
an accountant does.

e The proposed change is five figures, or triggers an
accuracy penalty worth fighting.

e You already missed the 30 days and a CP3219A
arrived — the 90-day window has legal
consequences and is worth professional attention.
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McFadden THE IRS NOTICE DECODER

NOTICE OF INTENT TO LEVY

The Escalation Point

SEVERITY HOW IT ARRIVES

4 [ 5 — the last cheap exit Certified mail
You sign for it. That signature requirement is the IRS telling
you this one is different.

WHAT IT ACTUALLY MEANS

The reminder phase is over. "Intent to levy" here means something specific: after 30 days the IRS can seize
your state tax refund — and in most cases that's all this notice authorizes. Wages and bank accounts are not
yet exposed. But it's a checkpoint, not a ceiling: the next letter (LT11) removes that protection, and at this stage
the IRS may also file a tax lien and — on debt large enough to be "seriously delinquent" — flag your passport
for denial.

before state-refund seizure becomes legal and the file moves toward final notice. This

30 days is the best point on the entire timeline to fix things: full collection power hasn't
attached yet, and every resolution option is still open.

IF YOU DO NOTHING

Your Maryland refund is intercepted and applied to the debt.
A federal tax lien may be filed — public record, attached to everything you own. See page 6.

e LT1 arrives — and with it, legal access to wages, bank accounts, and (for businesses) receivables.

DO THIS WEEK

Confirm what the IRS actually has on file. Account transcripts show every year, balance, and penalty — often
spread across years the notice doesn't mention.

Get a resolution in motion before the next letter. An installment agreement or hardship status set up now
prevents the LT11 stage entirely.

Attack the penalties. By CP504 time, penalties and interest are often a third or more of the balance —
abatement at this stage can shrink the problem materially.

If you have unfiled years, file them now. The IRS will not finalize most resolutions until every required return

isin.
;
YOU CAN HANDLE THIS YOURSELF IF BRING IN A PROFESSIONAL IF
e |t's a single year, you agree with the number, and a e Multiple years, unfiled returns, or business/payroll
streamlined online payment plan covers it tax are in the mix.
comfortably. e You can't afford any realistic monthly payment —

hardship status and offer programs have strict math
that's easy to get wrong alone.

¢ You want someone else to take over IRS contact.
This is the stage where representation reliably pays
for itself.
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McFadden THE IRS NOTICE DECODER

FINAL NOTICE - ALSO LETTER 1058

The Last Warning

SEVERITY HOW IT ARRIVES

00000 5/5 — act this week, not this Certified mail
month Titled "Final Notice of Intent to Levy and Notice of Your
Right to a Hearing."

WHAT IT ACTUALLY MEANS

This is the letter the previous four were building toward. Thirty days after it, the IRS can legally take your
paycheck (a wage levy runs every pay period until the debt is resolved, and your employer must comply),
freeze and take money from your bank account (the bank holds funds 21 days, then sends them), and levy
business receivables. But the letter's second half matters just as much: it is also a formal notice of your right to
a Collection Due Process hearing — the strongest single protection in IRS collections. Requesting it (Form
12153, within the 30 days) stops all levy action while your case is heard, forces a review of alternatives like
payment plans and offers, and preserves your right to take the dispute to Tax Court.

from the date on the letter to request the hearing. This deadline is hard. Miss it and the

30 days levy protection and Tax Court rights are gone — a late request gets a weaker
"equivalent hearing" that doesn't stop collection.

IF YOU DO NOTHING
Wage garnishment — your employer receives the levy and must withhold from every paycheck.
Bank levy — accounts frozen at the balance on the day the levy lands.
@ For business owners: customers who owe you money can be ordered to pay the IRS instead — a fact your clients get

to discover.

DO THIS WEEK

Find the exact deadline date printed on the letter and treat it as immovable.

Use the 30 days deliberately: either get a resolution (installment agreement, hardship status, offer) accepted
before the clock runs, or file Form 12153 to freeze collection and negotiate from protected ground.

If a levy has already hit — releases are possible, fast, when you can show economic hardship or get an
agreement in place. This is a same-week problem, not a someday problem.

IF YOUR PAYCHECK IS ALREADY BEING GARNISHED

A levy release can move in days once financials are in front of the right IRS unit. Bring your last notice, a pay stub,
and your bank statements — the faster the picture is complete, the faster the release request goes in. Call us the
day it happens: 240-929-1040.
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LETTER 3172 -

The Lien Letter

SEVERITY

4 [ 5 — serious, but very fixable

WHAT IT ACTUALLY MEANS

THE IRS NOTICE DECODER

NOTICE OF FEDERAL TAX LIEN

HOW IT ARRIVES

Certified mail
Sent within days of the lien being filed in your county's
land records.

The IRS has filed a public document — in Maryland, with your county's circuit court — announcing its legal

claim against everything you own: house, vehicles, business assets, even property you acquire later. A lien
takes nothing (that's a levy). It works quietly instead: it sits in the public record where every title search and
lender will find it, complicating refinancing, home sales, and business credit. (Credit bureaus no longer show tax
liens — but mortgage underwriters search the record, and they will.)

(by the date printed on the letter) to request a Collection Due Process hearing

30 days

Tax Court preservation.

challenging the filing — the same hard-deadline hearing right as the LT11, including

THE FOUR EXITS

Release — pay or settle the debt, and the lien must be released within 30 days. The direct route.

Withdrawal — the filing is erased as if it never happened. Realistic at $25,000 or less on a direct-debit
installment agreement, after a short run of on-time payments.

Discharge — removes a specific property from the lien so a sale can close. Standard procedure when selling
a home; the paperwork just has to be run in time for settlement.

Subordination — the IRS agrees to stand behind a new lender, which can make a refinance possible when the

refinance helps pay the debt.

DO THIS WEEK

Don't wait for a home sale or loan application to force the issue — the exits above take weeks to process,

and discovering a lien at settlement is how deals die.

Get into an agreement. Nearly every exit runs through a resolution being in place — and an agreement also

stops the escalation on the previous pages.

.
YOU CAN HANDLE THIS YOURSELF IF
e The balance is modest, you can get on a direct-debit
plan, and you have no sale or refinance on the
horizon — set it up, then request withdrawal when
eligible.
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BRING IN A PROFESSIONAL IF

e A property sale or refinance is pending — discharge
and subordination packages are deadline-driven and
unforgiving.

e The lien is tangled with business assets or multiple
years of debt.

e Maryland has filed its own lien too — the state and
federal claims have to be sequenced together. See
the next page.
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McFadden THE IRS NOTICE DECODER

COMPTROLLER OF MARYLAND - THE ONE NOBODY WARNS YOU ABOUT

The State Is Not the Junior Partner —

SEVERITY HOW IT ARRIVES
4 [ 5 — smaller debts, faster teeth Regular mail

Assessment notice, then past-due bills — a much shorter
runway than the IRS's five-letter sequence.

WHAT IT ACTUALLY MEANS

Most tax-problem advice is written about the IRS. Then Maryland moves first. The Comptroller's collection
powers are in some ways sharper than the IRS's — and arrive with far less ceremony. National tax-relief
companies won't touch state-only cases, which is why Marylanders with a Comptroller problem so often can't
find help.

WHAT THE COMPTROLLER CAN DO — AND HOW IT DIFFERS

POWER WHAT IT LOOKS LIKE IN MARYLAND
Wage lien A salary lien served on your employer without going to court first — no judge, just a notice to
payroll.

License holds  Driver's license and registration renewals blocked through the MVA until the debt is resolved or
on a plan. Business and professional licenses can be held too.

Refund grab State and federal refunds intercepted and applied to the balance.

Tax lien Filed in circuit court — the page-6 consequences, plus bank attachment.
Interest Maryland's statutory rate runs well above the IRS rate — the same balance grows faster with the
state.

THE WAY OUT

Respond to the first assessment notice — the runway between "first letter" and "wage lien" is far shorter
than the federal timeline on the previous pages.

Payment plans exist and work. Modest balances can typically go on a plan (commonly up to around 36
months) with little paperwork; longer terms take financial disclosure.

A license hold comes off once you're in an approved arrangement — if a renewal is coming, that's your real
deadline. Don't discover the hold at the MVA counter.

Hardship and settlement paths exist — Maryland runs its own offer-in-compromise program for cases where
full collection isn't realistic.

If you owe both the IRS and Maryland, sequence them together. Each agency sets payments as if it were
your only creditor — commit everything to one, and the other's demand becomes unpayable.

WHY THIS PAGE IS IN A BALTIMORE FIRM'S GUIDE

We work IRS and Comptroller cases side by side — MVA holds, salary liens, state payment plans, and the federal
case behind them, in one engagement. It's the case national firms turn away.
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McFadden THE IRS NOTICE DECODER

THE HONEST ANSWER

Handle It Yourself — or Get Help?

Some tax problems should never generate a professional fee. If you can pay the bill, five minutes on irs.gov
ends it. A simple payment plan costs $22-$178 to set up online — firms charging $2,000 for that are why this
industry has a reputation. The honest sorting rule:

.

HANDLE IT YOURSELF WHEN GET REPRESENTATION WHEN

e One tax year, the number is right, and you can pay it e Multiple years, unfiled returns, or a balance the IRS's
or afford a streamlined plan. own numbers got wrong.

e Your only issue is a first-time penalty — ask the IRS e An LT11 or lien letter has arrived — the hard-deadline
for first-time abatement by phone. stage where rights get lost.

e A CP2000 is simply correct and affordable. e Garnishment or a levy is active, or a revenue officer

has been assigned.
e Business or payroll tax is involved — personal liability
rules make this a different game.

e Maryland and the IRS are both collecting, and the
payments have to work together.

\
WHAT WORKING WITH US LOOKS LIKE

A free consultation with an accountant — not a sales representative. We review the notice, pull the picture
together, and tell you plainly what stage you're in.

An honest screen. If your problem has a free fix, we say so and point you to it. If a "pennies on the dollar"
settlement isn't realistic for your numbers, we say that too — and price the path that actually works.

A flat fee, in writing, before you commit. No hourly meter, no phase-two surprise. IRS and Maryland
Comptroller handled in the same engagement.

Then it stays fixed. Back returns prepared in-house; ongoing prep and bookkeeping make this letter the last
one. Clean, Comply, Multiply.

HOLDING ONE OF THESE LETTERS RIGHT NOW?

Bring the letter — a photo of it is enough to start. Fifteen minutes on the phone and you'll know what it
means, what your real deadline is, and what it should cost to fix.

240-929-1040

mcfadden@mcfaddenaccounting.com - 8 Market Place, Ste 310, Baltimore — or book at mcfaddenaccounting.com

Robext Meradden

Robert McFadden

Accountant - McFadden Accounting - Tax resolution cases led by Genese Rogers, CPA

This guide is general education, not advice for your specific situation — deadlines, thresholds, and program rules current as of July
2026 and subject to change. The date printed on your own notice always controls.
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