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8 Tips for Responding to a Tax Audit  
 
 

 
 

What do all U.S. taxpayers have in common?  The 
April 15th tax deadline and the dread of a possible 
tax audit.  As U.S. taxpayers, we receive income 
from a variety of sources and are required to report 
this income to the federal government each year.  
Sometimes, our filing may result in a closer 
examination by the IRS.  In other words, our filing is 
being audited.   
 
Let’s face it.  Any time we receive notification from 
the IRS, we get a little edgy.  No one likes it when 
their tax return is being challenged or audited by 
the IRS.  You’re not alone though. In 2014, the IRS 
audited1 approximately 1.4 million tax returns.  
That’s a lot of returns but it only represents 0.7 
percent of all federal returns filed in 2014 based on 
2013 income.  While the majority of these audits 
were based upon corporate filings many were 
related to individual tax filings.   
 
While the likelihood of your being audited is slight, 
you should know that not all audits are alike.  There 
are different types and they take the form of either 
correspondence or field audits.  We’ll briefly review 
each one below:   
 
Correspondence Audit:  This is the most common 
type of audit and is handled strictly through the 
mail.  It is used for minor tax items or for potential 
tax return discrepancies in W-2 or 1099 reporting.  
With a correspondence audit, the IRS is 
questioning a deduction which oftentimes is related 
to a math error.  In 2014, 71% of all audits were 
correspondence audits.  In these situations, the IRS 
requests additional documentation in an effort to 
help support a deduction.  Examples of this may be 
the sale of real estate or stock transactions and the 
reporting of taxable gain.   
 
Not all correspondence audits result in taxpayers 
having to pay more tax.  Some result in a tax 
refund.  In 2014, more than 38,000 audits resulted 

in additional refunds to the taxpayer totaling $829.5 
million.       

 
None of us like it when we receive a letter from the 
IRS; however, it may be preferable to opening our 
door to a tax agent.  In 2014, 29% of all audits 
occurred this way.     
 
Field Audit:  This is the other type of IRS audit and 
it takes two forms:  internal and external.   

 An internal field audit is when you are invited 
to an IRS office to meet with an IRS Auditor.  
This type of audit occurs when the IRS notifies 
you of a meeting time, place and date to 
discuss certain areas of the tax return with an 
individual or business.  Before the meeting, the 
IRS will notify you of specific documentation 
you should plan to bring to the meeting.  If this 
type of audit occurs, it is best to consult a CPA 
or tax attorney in order to be better prepared 
for what to say during the meeting.   

 An external field audit is the most serious 
form of an audit.  This occurs when the IRS 
travels to an individual home or business 
office.  Usually this type of audit is only given 
to individuals earning more than $100,000 a 
year and the IRS considers them to have a 
greater chance of accidentally (or purposefully) 
providing false information.  During an external 
field audit, an IRS Auditor will compare all 
supporting documentation to the tax return.  
They want proof that all information listed on 
the return is accurate, and for businesses, they 
will take it one step further by requiring a tour 
of the business so they can get a better 
understanding of operations, personnel, how 
sales occur, etc.    

It’s probably fair to say that you do not want to 
experience an IRS audit, particularly, an external 
field audit.  If you do find yourself in this situation, 
below are some tips you may want to consider: 
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1. Remain calm.  The IRS currently has more 
than 3052 different types of audit letters on a 
variety of subjects, and many are available in a 
multitude of different languages.  Some of 
these letters concern identity theft or a math 
error.    

2. Take a deep breath.  Often time audits may be 
handled simply by responding to it.  Typically, 
the audit will be about a specific issue.  It may 
ask for additional information or it may explain 
that you owe tax, the reasons for it, and 
indicate the amount that is due.     

3. Read the letter slowly and carefully.  Try to 
take a minute to figure out what the IRS wants.  
Each correspondence notice has specific 
instructions and you’ll want to read it carefully.  
The letter you receive will let you know exactly 
what you need to do.  Each letter has a call out 
section that reads What you need to do.    

4. Compare information.  You may receive a 
letter indicating the IRS made a change or 
correction to your tax return.  Compare their 
information with your original return.  If you 
agree with the letter, you generally do not need 
to do anything unless it is requesting additional 
tax from you.  If you do not agree with the 
letter, you may want to respond by writing a 
letter explaining why you disagree.  It will be 
helpful to include copies of any information 
and/or documents you want the IRS to 
consider in reversing its decision.   

5. The notice you received will most likely have a 
bottom tear-off section and you’ll want to make 
sure you include this section with your letter.  
Give the IRS at least 30 days to reply.    

6. Get prepared.  You probably won’t need to call 
or visit an IRS office for most notices.  If you 
do have questions, call the number in the 
upper right-hand corner of the letter.  Have a 

copy of your tax return and any supporting 
documentation in front of you when you make 
the call.   

7. Keep the letter.  Always keep a copy of any 
letters you receive from the IRS and file them 
with your other tax records. 

8. Tax scams.  Be aware of and alert to possible 
tax scams.  The IRS sends notices by mail, 
and sometimes follows up with a phone call.  It 
does not contact individuals by email or social 
media.  Additionally, it does not ask for 
personal and/or financial information.  If you 
receive what appears to be an IRS letter but is 
not, which requests personal and/or financial 
information, you may want to take it to your 
local post office and ask them to send it to the 
Post Master General.   

 
CONCLUSION    
Income taxation in the United States is a very large, 
broad and complex topic.  That may be one reason 
why there are so many versions of IRS audit letters.  
This memo attempts to clarify the definition of an 
audit, highlight the different types of audits, and 
provides tips on how you may want to respond to 
one.  For further information and details, please 
refer to the IRS website in the section titled 
Understanding Your IRS Notice or Letter.  If you 
find yourself facing an audit, you may want to 
consult with your own CPA and/or Tax Attorney 
regarding your particular situation.   
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Please call Garrett Wheeler at (808)695-2131 if you have any questions concerning this document. 
 

 

 

1
 All IRS audit statistics throughout this document were contained via the IRS 2014 Data Book, pages 21-22.     

 
2
 IRS.gov website Understanding Your IRS Notice or Letter.  

 
The foregoing information regarding personal, estate, charitable and/or business planning techniques is not intended to be tax, legal or 
investment advice and is provided for general educational purposes only.  Neither Guardian, nor its subsidiaries, agents or employees 
provide tax or legal advice.  You should consult with your tax and legal advisor regarding your individual situation. 
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