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If you've received a letter from the IRS informing you that your tax return has been 
selected for an audit, you're likely feeling anxious, uncertain, and overwhelmed. The 
IRS audit process is daunting, and the stakes can be high, especially if you owe back 
taxes or have unresolved tax debt. While audits can happen to anyone, those facing 
complicated financial situations are particularly at risk of being flagged. Fortunately, 
expert tax defense can help you navigate the process and, more importantly, potentially 
save you thousands of dollars. 
 
In this comprehensive guide, we’ll explain why expert tax defense is vital when facing 
an IRS audit, how to protect yourself, and the steps you can take to resolve tax 
disputes efficiently. We will also introduce key statistics, real-life examples, and FAQs to 
give you a complete understanding of the audit process and how J. David Tax Law’s tax 
audit services can assist you. 

https://www.jdavidtaxlaw.com/tax-audits/


What Is an IRS Audit? 
An IRS audit is an official review of your financial information and tax return to 
ensure that everything was reported accurately and follows tax laws. The IRS may 
audit individuals or businesses for a variety of reasons, such as unreported income, 
excessive deductions, or red flags on tax returns. While the audit process is meant to 
verify tax compliance, it can often result in additional taxes owed, penalties, and 
interest. 
 
There are several types of audits: 

1.​ Correspondence Audit 
The simplest form of audit is where the IRS requests additional documentation or 
clarification through the mail. In 2022, nearly 90% of all IRS audits were conducted 
via correspondence, making it the most common audit type.  

2.​ Office Audit 
A more detailed review takes place at an IRS office where you’ll be asked to bring 
specific documents for review. According to IRS data, about 5-7% of all audits are 
conducted at IRS offices. 

3.​ Field Audit 
The most comprehensive audit is where an IRS agent visits your home, business, or 
accountant’s office to review your records in person. Field audits make up less than 
3% of all audits, but they tend to focus on more complex tax returns, particularly those 
involving high-income businesses. 
 
The complexity and scope of the audit will determine how critical it is to have an expert 
IRS tax defense in your corner. 



 

Why Are You Facing an IRS Audit? 
 
The IRS may audit you for a variety of reasons, including: 
 

●​ Random selection: Some audits are simply due to statistical models the IRS 
uses to select tax returns for review. 

●​ Inconsistencies in reported income: If your reported income doesn't match the 
information reported by third parties (like banks or employers), you're more likely 
to be audited. 

●​ Excessive deductions: Claiming large deductions that seem disproportionate to 
your income can raise red flags. 

 

●​ Self-employment: Self-employed individuals and small business owners are 
audited more frequently than salaried employees. 

   
According to IRS data, 0.38% of individual tax returns were audited in 2022, but for 
higher-income earners and small business owners, the audit rate was significantly 
higher. In particular, those earning over $500,000 were audited at a rate of 4.5%, while 
self-employed individuals are five times more likely to face audits. 
 



Why Expert Tax Defense Matters During an IRS Audit 

When you’re facing an IRS audit, having a professional tax defense on your side can 
make a significant difference in the outcome. A qualified tax attorney or specialist will: 
 

●​ Review your financial records to ensure compliance and accuracy. 
●​ Represent you in negotiations with the IRS, ensuring your rights are protected. 
●​ Help reduce penalties and interest, potentially saving you thousands of dollars. 
●​ Navigate complex tax laws and regulations that may apply to your unique 

situation. 
 
Without a proper tax defense, you risk facing significant financial penalties and 
potentially prolonged disputes with the IRS. In some cases, you may even be subject to 
criminal investigation for tax fraud or evasion.  
 

Key Statistics on IRS Audits 

Understanding the risks and scope of IRS audits can help you better prepare. Here are 
some key statistics to keep in mind: 

●​ Audit Rate: As mentioned, in 2022, only 0.38% of individual tax returns were 
audited. However, the audit rate is much higher for certain groups, such as high 
earners and small business owners. 

●​ Audit Outcome: Of the returns audited, 85% resulted in changes to the 
taxpayer’s liability, leading to additional taxes, penalties, or both. 

●​ Average Additional Tax Liability: Audits that result in changes typically lead to 
$7,000 in additional tax liability for individual taxpayers. 



Taxpayer Relief Options During an IRS Audit 

 
 
Facing an audit doesn’t mean you’re automatically liable for the full amount the IRS 
claims. Several tax relief programs can help you resolve your tax debt more 
affordably: 

1.​ IRS Fresh Start Program:  
This initiative helps taxpayers settle their debts through installment agreements or 
offers in compromise, where you can pay less than the full amount owed. 

2.​ Installment Agreements:  
If you can’t pay your tax debt in full, the IRS allows you to pay it off over time through a 
monthly payment plan. 

3.​ Offer in Compromise:  
This program allows you to settle your tax debt for less than the amount you owe, based 
on your financial ability to pay. 

4.​ Penalty Abatement: 
 In some cases, the IRS may waive penalties if you can demonstrate reasonable cause 
for your failure to comply. 
 

https://www.jdavidtaxlaw.com/blog/category/tax-relief/
https://www.jdavidtaxlaw.com/fresh-start-program/#:~:text=IRS%20fresh%20start%20program
https://www.jdavidtaxlaw.com/penalty-abatement/#:~:text=ENGLISH-,Penalty%20Abatement,-Penalty%20Abatement%3A%20Get


Taxpayers facing an audit can greatly benefit from these programs, but navigating the 
application process requires expertise. Having a professional tax attorney who 
understands tax debt relief options can help you leverage these programs effectively. 

How Expert Tax Defense Could Save You Thousands 

When facing an IRS audit, the stakes can be incredibly high. From financial penalties to 
potential legal consequences, navigating the audit process without professional help 
can result in overwhelming costs. Hiring expert tax defense can significantly impact 
the outcome of your audit and provide a clear path forward, potentially saving you 
thousands. Let’s dive deeper into the ways professional tax defense can protect your 
finances and future: 

1. Avoiding Costly Penalties 
The IRS enforces strict rules, and failure to adhere to these can lead to significant 
financial penalties. These penalties vary depending on the severity of the error or 
omission found during the audit. Common penalties include: 
 

●​ Failure to File Penalty: Charged when you don’t file your tax return on time, 
usually at a rate of 5% of unpaid taxes for each month your return is late, 
capped at 25%. 

●​ Failure to Pay Penalty: Imposed if you don’t pay the taxes you owe by the due 
date. This penalty is typically 0.5% of unpaid taxes per month, also capped at 
25%. 

●​ Accuracy-Related Penalties: These penalties are common during audits and 
can amount to 20% of the underpaid taxes for errors such as negligence or 
substantial understatement of income. 

   
An experienced IRS tax attorney can help reduce or eliminate these penalties by 
advocating for penalty abatement. This process involves arguing that the penalties 
were imposed due to reasonable causes such as unforeseen circumstances, incorrect 
advice from a tax professional, or honest errors. By having a qualified attorney build a 
case for abatement, taxpayers can potentially save thousands in penalties. 
 

2. Reducing Overall Tax Liability 
If the IRS determines that you owe additional taxes, a tax attorney’s role becomes 
crucial in minimizing this liability. Audits often involve complex financial reviews that may 
lead to disputes over deductions, exemptions, and income reporting. Here’s how a tax 
attorney can help: 

https://www.jdavidtaxlaw.com/unpaid-taxes/
https://www.jdavidtaxlaw.com/unpaid-taxes/#:~:text=ENGLISH-,Unpaid%20Taxes,-Unpaid%20Taxes%3A%20Understand


 
●​ Reviewing Audit Findings: After the audit, an attorney will meticulously review 

the IRS findings to ensure that all claims are accurate and fair. The IRS might 
overstate tax liability due to missing information, errors in calculations, or 
misinterpretation of tax law. 

   
●​ Providing Supporting Documentation: A tax attorney can present 

documentation and legal arguments that refute any unjust claims by the IRS. For 
example, they can prove that certain deductions are legitimate or that income 
was reported correctly. With proper documentation, the IRS may reduce your 
assessed liability. 

 
●​ Challenging Unfavorable Audit Outcomes: If the IRS concludes that you owe 

more than what you believe to be accurate, a tax attorney can file an appeal on 
your behalf. They can also take your case to Tax Court if necessary, where the 
IRS will need to justify their findings. 

 
Reducing your total tax liability can prevent you from having to make large, unaffordable 
payments or face further legal action from the IRS. 

3. Preventing Further Legal Action and Criminal Charges 
Without proper defense, a tax audit can escalate into a far more severe situation. The 
IRS is vigilant about tax fraud, which can involve underreporting income, claiming false 
deductions, or failing to report offshore accounts. If the IRS believes you intentionally 
committed tax fraud, it may lead to serious consequences, including: 
 

●​ Fines and Penalties for Fraud: Fraudulent activity can lead to penalties as high 
as 75% of the underpaid taxes due to fraud. These penalties are much harsher 
than negligence or simple errors. 

●​ Criminal Charges: In extreme cases, tax fraud can result in criminal charges. 
Conviction for tax fraud can result in prison sentences of up to 5 years, along 
with steep fines. 

 
A professional tax defense attorney will ensure that the case remains civil rather than 
criminal, helping to prevent further escalation. They will guide you through the audit 
process, ensuring that all required documents are submitted correctly, and that any 
discrepancies are addressed promptly. By handling potential issues before they 
escalate, an attorney can protect you from the risk of severe legal consequences. 
 

https://www.jdavidtaxlaw.com/austin-tax-attorney/


4. Negotiating Favorable Tax Settlements 
If the audit uncovers substantial tax debt, your ability to settle that debt affordably is 
crucial. The IRS offers several tax relief programs that allow taxpayers to resolve their 
debts without facing the full brunt of penalties and interest. However, navigating these 
programs can be complicated, and approval is far from guaranteed. This is where 
expert tax defense can make all the difference: 
  
A skilled attorney can negotiate favorable settlements with the IRS, reducing your 
overall tax burden and helping you avoid aggressive collection efforts. 
 

5. Proactive Tax Defense to Protect Your Financial Future 
The real value of hiring expert tax defense goes beyond immediate savings. A tax 
attorney ensures that your financial future remains secure by mitigating long-term 
consequences of IRS audits and tax disputes. Here's how proactive defense can protect 
you: 
 
Asset Protection: If you owe substantial back taxes, the IRS may attempt to place 
liens on your assets or seize property. An attorney can help prevent or remove these 
liens, allowing you to protect your home, business, and other valuable assets. 
     
Prevention of Future Audits: By working with a tax attorney during your audit, you can 
avoid making mistakes that trigger future audits. Attorneys often provide valuable 
guidance on proper record-keeping and compliance, reducing the risk of repeated IRS 
scrutiny. 
 
Ultimately, a proactive tax defense can help you avoid financial ruin, safeguard your 
assets, and ensure that you remain in good standing with the IRS in the long term. 
 

https://www.jdavidtaxlaw.com/tax-liens/#:~:text=ENGLISH-,Tax%20Liens,-Tax%20Liens%3A%20A


 

Real Case Studies of IRS Audits and Successful Defense 

Case Study 1: John’s Story – A Small Business Owner Under Audit 
John, a small business owner, was notified that his tax return had been selected for an 
IRS audit. The IRS flagged multiple deductions he claimed for business expenses, and 
they proposed a $20,000 tax liability, plus penalties. Faced with the daunting audit 
process, John decided to hire a tax attorney from J. David Tax Law. The attorney 
reviewed John’s financial records, helped him gather the necessary documentation, and 
represented him during the audit. The attorney successfully argued that many of the 
deductions were legitimate, reducing John’s total liability to just $5,000. In addition, the 
attorney negotiated to have the penalties waived under the IRS’s penalty abatement 
guidelines. In total, John saved over $15,000 by hiring professional tax defense. 

Case Study 2: High-Income Earner Audited for Unreported Income 
A high-income earner earning over $600,000 was audited after discrepancies between 
their reported income and third-party reports were identified. The taxpayer faced a 
potential $30,000 liability. By working with a tax attorney, they were able to settle the 
case for $8,000 through an offer in compromise. 
 
By having a tax attorney handle your case, you ensure the IRS cannot take advantage 
of your lack of knowledge about tax laws and regulations. 
 



Get the protection you need, reach out to J.David Tax Law today and let their 
experienced attorneys defend your rights and minimize your financial risks! 

FAQs About Facing an IRS Audit 
Q: What happens if I ignore an IRS audit notice? 
Ignoring an audit notice can result in the IRS making decisions without your input, 
potentially leading to inflated tax liabilities and penalties. It can also escalate to legal 
action. Always respond to audit notices promptly. 
 
Q: Can I go to jail for tax fraud? 
While audits themselves don't result in jail time, the IRS can escalate cases if they 
suspect intentional tax fraud or evasion. This is why it’s crucial to have legal 
representation. 
 
Q: How far back can the IRS audit my returns? 
Typically, the IRS can audit returns up to three years old. However, if they suspect 
significant underreporting of income (by 25% or more), they can audit returns up to six 
years old. 
 
Q: Will hiring a tax attorney really make a difference? 
Yes, hiring a tax attorney can help protect your rights, negotiate better settlements, 
reduce penalties, and minimize your overall financial liability during an audit.  
 
Q: Final Thoughts on Facing an IRS Audit 
Being selected for an IRS audit is stressful, but you don’t have to face it alone. Hiring an 
expert tax defense can not only save you thousands in potential liabilities but also 
provide peace of mind that your case is being handled by professionals. At J. David Tax 
Law, our teams specialize in defending taxpayers against the IRS, protecting your 
rights, and securing favorable outcomes. 
 
If you're facing an IRS audit or tax dispute, don’t hesitate to contact our experienced 
IRS tax attorneys today for a consultation and discover how their expert tax defense 
services can save you money and provide peace of mind. 
 
 
 
 
 

https://www.jdavidtaxlaw.com/contact-us/
https://www.jdavidtaxlaw.com/
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