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Forthcoming article will deal with various tips, tricks, and techniques in dealing with the IRS.
One of the biggest misunderstandings, however, deals with the time limits that IRS has to
audit you. Generally, IRS can only audit your return for the last three open tax years. This
means that you can get audited for three years after the return was filed or the return was
due, whichever is later.
The problem is that IRS rarely audits taxpayers right after the return is filed. They may wait
for two years of more from the filing date to conduct an audit. This gives them only oneyear left to audit the return and assert a deficiency. This may sound great, but don’t get too
excited or think that any time delay will be in your favor.
IRS typically asked taxpayers to extend the statute of limits with a signed consent in order
to give them more time. On the surface, most people would refuse this extension;
however, to do so would be a mistake. If you simply refuse any extension, IRS typically
decides all issues in their favor forcing you to go to appeals or, even worse, court. There are
two strategies that should be used should IRS present you with this situation:
Strategy 1: Agree to extend the time but only for a period of one-year or less. This would at
least limit the time period for the audit.
Strategy 2: Also agree to the extension, as noted above, with the proviso that the extension
only relates to specific issues. For example, if IRS is auditing your automobile, the extension
only relates to the auto. The advantage here is that if IRS uncovers something (after the
normal statute of limits runs out) and it is unrelated to the issues in the extension, they
cannot assess any more tax. It is too late!
I have found that if you are reasonable with most IRS agents, they tend to be reasonable
with you and allow any extended time to include the above strategies.
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