
Best Practices for Responding to IRS 
Collection Notices



Learning Objectives
• How to Respond to:

 Notice and Demand for Tax (CP14 or CP161)
 Reminder Balance Due (CP501)
 Important 2nd Notice Balance Due (Notice CP503)
 Urgent! Final Notice Balance Due (Notice CP504)
 Notice of Intent to Levy and Notice Rights to a Hearing (Notice 

LT11 or Letter 1058)
 Notice of Federal Tax Lien Filing and Your Rights to a Hearing 

under IRC 6320 (Notice 668 Y (c) / Letter 3172)

• Collection Alternatives



Due Diligence for 
Collection Cases



Due Diligence
• Prior to receiving the first letter obtain:

 Power of Attorney (2848)
 IRS Transcripts
 FOIA Request



Power of Attorney (2848)
• Prepare and file a Form 2848

– https://www.irs.gov/pub/irs-pdf/f2848.pdf
• Either Fax to the CAF Unit or Submit Online
• Fax Info:

– https://www.irs.gov/pub/irs-pdf/i2848.pdf
• Online:

– https://www.irs.gov/tax-professionals/submit-forms-
2848-and-8821-online



 



IRS Transcripts
• Wage & Income: shows data from information 

returns such as Forms W-2, 1098, 1099, and 
5498

• Account: shows basic data such as filing 
status, taxable income, and payment types

• Tax Return: shows most line items from your 
original Form 1040-series tax return as filed, 
along with any forms and schedules



IRS Transcripts
• Request IRS Transcripts 

– https://www.irs.gov/individuals/get-transcript

• TaxHelpSoftware

• PitBullTax

• TAS: Decoding IRS Transcripts

– https://www.taxpayeradvocate.irs.gov/news/nta-
blog/nta-blog-transcripts-pt2/2021/10/





The Freedom of Information Act (FOIA) 
5 U.S.C. § 552

• FOIA is a federal law that gives the public the right to 
request access to records from any federal government 
agency.

• Taxpayers have the right to request records related to the 
IRS's collection efforts against them, such as revenue 
officer case files, collection notices, or documentation of 
collection activities.



Freedom of Information Act Guidelines

• Submit FOIA Requests Online or by Fax:
– https://www.irs.gov/privacy-

disclosure/freedom-of-information-act-
foia-guidelines



The First Notice:
"Tax Balance Due"



Tax Balance Due
• Required by I.R.C. §6303
• Must be issued within 60 days after an assessment
• Prerequisite to filing a lien under I.R.C. §6321
• Prerequisite to issuing a levy under I.R.C. §6331
• CP14 and CP161
• The notice advises the taxpayer there is tax due, and it 

states the amount of tax, interest, and penalties
• The notice demands payment within 10 days



Sample CP14 and CP 161 Notices



Verify Assessment
• Review tax return or notice of deficiency if 

assessment is more than tax shown on return (see 
I.R.C. §6212) 



Verify Assessment
• Review the IRS Transcript
Confirm the period of limitations on assessment has 

not expired (see I.R.C. §6501)
Within 3 years after the return was filed

Confirm the period of limitations on collection has 
not expired (see I.R.C. §6502)
Within 10 years after the assessment of the tax



Verify Assessment

• Collection Statute Expiration Date (CSED)
– Can be suspended or extend in the following situations:
Bankruptcy
Innocent Spouse Claim
Requesting a CDP hearing
Offer In Compromise (OIC)
Combat Zone 



Payment Options
• If assessment is valid pay the tax via: 

– IRS Direct Pay : https://www.irs.gov/payments/direct-pay
– Debit or credit card:

https://www.irs.gov/payments/pay-your-taxes-by-debit-or-
credit-card
– Online Account:

https://www.irs.gov/payments/online-account-for-individuals
– Online Payment Plan:

https://www.irs.gov/payments/online-payment-
agreement-application



The Second Notice:
“Reminder Balance Due"



The Second Notice - CP501 Notice

• The CP501 is sent 
approximately 8 weeks for 
IMF and 8-10 weeks for 
BMF after the initial CP14 
notice.

• The notice demands 
payment within 10 days



Responding to the CP501 Notice

• Perform all steps in response to the notice and 
demand for payment if you have not done so 
already.



The Third Notice:
“Second Notice Balance Due"



The Third Notice- CP503 Notice
• The Third Notice- “Immediate 

Action is Required”

• The Notice CP503 is sent 
around 8 weeks for IMF and 
8-10 weeks for BMF after the 
second notice

• The notice demands payment 
within 10 days



Responding to The CP503 Notice

• Perform all steps in response to the notice and 
demand for payment and Notice CP501



Collection Appeals Program

• Request an appeal under the Collection Appeals 
Program 
- https://www.irs.gov/pub/irs-pdf/f9423.pdf

• IRS Publication 1660
 - https://www.irs.gov/pub/irs-pdf/p1660.pdf



  



The Fourth Notice:
“Urgent! Final Notice Balance Due"



The CP504 Notice
• The Notice CP504 is required by IRC §6331(d)

• Perform all steps in response to the earlier notices 
if you have not done so already

• If you have not done so for CP503, consider 
requesting a CAP



The Final Notice:
“Notice of Intent to Levy and Notice 

Rights to a Hearing"



The Final Notice: Notice LT11 and Letters 
1058 and 3172

After about five weeks from the issuance of the Notice CP504, 
the ACS office or the revenue officer will issue either:

• Letter 1058 (Final Notice – Notice of Intent to Levy and 
Notice of your Right to a Hearing);

• Notice LT11 (Notice of Intent to Levy); or

• Letter 3172 (Notice of Federal Tax Lien Filing and your 
Right to a Hearing under IRC §6320).



LT11 and Letter 1058



     



Responding to The Final Notice- The 
Notice LT11 and Letters 1058 and 3172

In response to the Notice LT11 and the Letters 1058 and 
3172: 

• Perform all steps in response to the earlier notices if 
you have not done so already

• File Form 12153, requesting a CDP Hearing, within 
30 days of the date on the Notice LT11 or Letters 
1058 or 3172



Notice and Opportunity for Hearing upon 
Filing of Notice of Lien (§6320)

• The IRS must provide written notice to the taxpayer 
within five business days after filing a notice of federal tax 
lien.

• The notice includes the amount of the unpaid tax liability, 
the right to request a hearing, and an explanation of the 
collection due process (CDP) procedures.

• Taxpayers have 30 days from the date of the notice to 
request a hearing with the IRS Office of Appeals.



Collection Due Process Procedure
• Conducted at the IRS Office of Appeals by an Appeals 

Officer who has no prior involvement in the issue that led to 
the collection of the unpaid liability.

• The Appeals Office will issue its findings in a dated Notice 
of Determination sent by certified mail or registered mail to 
the taxpayer. While there is no time limit on when the IRS 
must issue its findings, the regulations require the Appeals 
Officer to conduct the hearing “as expeditiously as 
possible.”



Form 12153 Request for a CDP or 
Equivalent Hearing

• Form 12153 - https://www.irs.gov/pub/irs-pdf/f12153.pdf

• If the request for a CDP is not timely filed, IRS will 
pursue enforcement actions:
– Seizure and Sale of Property

– Backup Withholding

– Garnishment of wages and other payments



Equivalent Hearing (“EH”)

A taxpayer who fails to make a timely request for a 
CDP hearing is not entitled to a CDP hearing, but 
may request an administrative Appeals hearing, 
which is referred to as an EH. The EH is held by 
Appeals and generally will follow Appeals 
procedures for a CDP hearing.



Equivalent Hearing (“EH”)
• A taxpayer must submit a written request for an EH within the 

one-year period beginning the day after the date of the CDP 
levy notice.

• In an EH case, Appeals will consider the same issues that it 
would otherwise have considered at a CDP hearing on the same 
matter.



Contents of a Form 12153
• Items to address when filing Form 12153: 
Verification that the requirements of any 

applicable law or administrative procedure have 
been met; 
Any relevant issue relating to the unpaid tax, the 

lien, or the proposed levy



Verification



Challenge to the Liability
• A challenge to the underlying liability can include a  

challenge to tax, interest and penalties assessed for  the 
relevant tax period, including: (a) tax assessed  under the 
deficiency procedures, (b) tax reported on the  taxpayer's tax 
return, interest and penalties assessed  (i.e., IRC § § 6404, 
7508, 7508A).

• Review IRS Transcript again for ASED and CSED.

• Montgomery v. CIR, 122 T.C. 1 (2004)



Notice of Determination



  
 Issued in timely CDP

 Advises taxpayer of final 
determination of CDP 
hearing 

 Gives taxpayer the right to 
petition Tax Court for review 
of Appeals’ determination.

 Sent separately to each joint 
filer with a copy to Power of 
Attorney (POA), if 
applicable.



Notice of Determination Must:

1. State any applicable law or administrative 
procedure;

2. Decide any allowable issue raised by the taxpayer 
at the hearing;

3. Decide whether the levy is required for the 
efficient collection of taxes;



Notice of Determination Must:

4. Set forth any agreements reached with the taxpayer, 
any relief given to the taxpayer, and any actions that 
the taxpayer or IRS are required to take; and

5. Advise the taxpayer that the judicial review to the Tax 
Court must be sought within 30 days of the date of the 
Notice of Determination.



Balancing

• IRC § 6330(c)(3)(C) requires the Appeals office to  
balance the need for efficient collection of the tax with  
legitimate concerns of the taxpayer that actions be no  
more intrusive than necessary.



Balancing

The Balancing Analysis should review and discuss:
The taxpayer's actions or inaction;
The taxpayer's compliance history;
The taxpayer's financial circumstance; and
The tax consequences of a proposed seizure and 

sale.



Request for Judicial Review of IRS 
Determination



Request for Judicial Review of IRS 
Determination

• This is a petition to the Tax Court and it must be filed 
within 30 days of the date appearing on the Notice 
of Determination. 
http://www.ustaxcourt.gov/forms/Petition_Kit.pdf

• The court will apply a de novo review standard if the 
amount of the liability is at issue. All other issues are 
reviewed under an abuse of discretion standard.



Collection Alternatives



Collection Alternatives
• Installment Agreements:
Request online:
https://www.irs.gov/payments/online-payment-agreement-

application
 File Form 9465 Installment Agreement Request
https://www.irs.gov/forms-pubs/about-form-9465

Contact Practitioner Priority Service or Toll-Free Number
866-860-4259
800-829-1040



Collection Alternatives
• Offer in Compromise
Pre-Qualifier Tool:
https://irs.treasury.gov/oic_pre_qualifier/
https://www.irs.gov/pub/irs-pdf/f656b.pdf
https://www.irs.gov/irm/part5/irm_05-008-001

• Currently Not Collectible
https://www.irs.gov/irm/part5/irm_05-016-001r



Collection Alternatives

• Relief from Joint and Several Liability
 https://www.irs.gov/irm/part25/irm_25-015-019r

• IRS Publication 971:
 https://www.irs.gov/pub/irs-pdf/p971.pdf



Taxpayer Advocate Assistance



Need Help? Contact TAS
Grounds for Taxpayer Advocate Service Assistance
• Economic harm
• Immediate threat of adverse action
• Threat of significant costs
• Threat irreparable injury or long-term harm
• Delay of more than 30 days
• No response or resolution on promised date



Taxpayer Advocate Service

• Taxpayer Advocate: 
https://www.taxpayeradvocate.irs.gov/

• System failed to operate as intended or failed to 
resolve problem

• Administration of tax law raises question of equity 
and fairness

• Public policy warrants taxpayer assistance.



Questions?



Additional Resource Material

Click here to access the following outline:
https://drive.google.com/file/d/1zRCeiI3T-cw9b3FakY2PoKYQHFCm5fb6/view?usp=sharing

IRS COLLECTIONS, IRS COLLECTION ALTERNATIVES, 
COLLECTION DUE PROCESS, AND UNDERSTANDING IRS NOTICES – PART I
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