
 

208 Sunset Drive, Suite 408 
Johnson City, TN 37604 
(423) 328-1607 

March 2, 2015 

 

Re: Getting Audited By the IRS? Don’t Panic. 

 

Dear CLIENT,  

 

Few things strike fear into a taxpayer’s heart like a letter from the IRS. Fortunately, the odds 

of you ever being audited by the IRS are lower than ever. Recent budget cuts have reduced 

the number of IRS auditors, and last year the IRS audited less than one percent of the 

individual tax returns it received, the lowest level since 2004.

1 However, there are a few red flags that have been known to attract a second look by the 

IRS that you should know about.2  

 Unreported income. The IRS matches income sources reported by third parties 

against your tax return. Any unreported taxable income (such as from an orphaned 

investment account) can trigger an audit. One of the reasons we recommend 

keeping all of your accounts in one place is to simplify your life at tax time and avoid 

simple reporting errors. 

 Excessive business expense deductions. The IRS uses extensive databases to track 

typical travel, meals and entertainment, and other expense categories by 

occupation. Tax returns that show above-average expense deductions might attract 

attention from auditors. Mileage is a place where many taxpayers get caught; if 

you’re not keeping GPS logs, miles traveled, or cost information for every trip, the 

IRS may disallow your deduction. 

 High income. Unfortunately, higher income not only translates into higher taxes, but 

also special attention by the IRS. In fiscal 2013, the IRS audited 2.5% of returns 

showing income of $200,000 or more and 10.8% of those with income of at least $1 

million.3  

If you discover that you have been selected for an audit, don’t panic. While audits are 



stressful, there are several things you can do to get through as painlessly as possible. 

Never ignore a notice. If you fail to respond by the given deadline, the IRS can automatically 

adjust your tax liability and send you the bill. 

Call in the pros. If you’re being audited, the odds are already against you. Having a tax 

expert at hand to help you understand the process and handle the auditor’s requests can go 

a long way toward reducing your stress. The IRS can levy a wide range of penalties and 

professional advice may also help you minimize what you owe. 

Keep good records and be ready to produce them. The IRS requires you to keep records to 

support any income or deduction that you claim on your return. Good organization will help 

you defend your position and may impress the auditor during any meetings. How long 

should you keep supporting documents on hand? Unfortunately, there’s no easy answer 

because it depends on your individual tax situation and the relevant statute of limitations. If 

you have questions about your personal record retention requirements, give us a call or 

speak to a qualified tax professional. 

Be honest but be brief. Never lie to an auditor as that may be taken as evidence of fraud. 

The IRS treats suspicions of tax fraud very seriously and you want to reassure your auditor 

that you are being completely above-board in your dealings. But, don’t volunteer 

information or talk more than necessary. Don’t introduce prior year tax returns or any other 

documents unless the auditor specifically requests to see them. 

Know your position and be prepared to defend it. Before responding to the audit request, 

read the Taxpayers’ Bill of Rights on IRS.gov to know your rights as a U.S. taxpayer. Research 

any relevant deductions or tax issues and be prepared to negotiate your position with the 

auditor and his or her supervisor. 

How We Can Help 

As your trusted financial professionals, we want to know when you are facing a problem. 

We are available any time with a sympathetic ear and an objective opinion on your financial 

issues. We also work closely with a network of tax professionals and accountants who may 

be able to help you understand the audit process and defend yourself against the IRS. 

If we can be of service to you and your loved ones, please give our office a call at 423-328-

1607. We would be delighted to be of service. 

Kind Regards, 

Niles P. Geary, II, MBA, CRPC, AIF™ 



Footnotes, disclosures, and sources: 

If you would like to opt-out of future emails, please reply to this email with UNSUBSCRIBE in 
the subject line. 

Niles P. Geary, II is Registered Representative offering Securities and Advisory Services 

through UNITED PLANNERS FINANCIAL SERVICES, A Limited Partnership Member: FINRA, 

SIPC Voyage Partners Financial Strategies, LLC and United Planners are not affiliated.  

These are the views of Voyage Partners Financial Strategies, LLC, and not necessarily those 

of the named representative, Broker dealer or Investment Advisor, and should not be 

construed as investment advice. Neither the named representative nor the named Broker 

dealer or Investment Advisor gives tax or legal advice. All information is believed to be from 

reliable sources; however, we make no representation as to its completeness or accuracy. 

Please consult your financial advisor for further information. 

We have not independently verified the information available through the following links. 

The links are provided to you as a matter of interest. We make no claim as to their accuracy 

or reliability. 

 

Opinions expressed are subject to change without notice and are not intended as 

investment advice or to predict future performance. 

 

1 http://www.dailyfinance.com/2015/02/24/irs-your-chances-of-getting-audited-lowest-in-a-decade/ 
2 http://www.kiplinger.com/slideshow/taxes/T056-S001-irs-audit-red-flags-the-dirty-dozen-slide-
show/index.html 
3 http://www.irs.gov/pub/irs-soi/13databk.pdf 

                                                           


