
Tax Planning Zoom Meeting
Zoom: 7:30PM to 8:10 PM EST   Sunday 12/1/24 & Wednesday 12/11/24

Agenda
1. CINDIE Intro – CPA Firm for Tax, Accounting, Audit - https://cindiellc.com/about/

2. Critical Days - Review timelines to stay on time https://cindiellc.com/tax-filing-dates/

3. Important Contents - Follow the CINDIE’s checklists (Videos available) for 
completeness https://cindiellc.com/form/ Kate, Gefei and Brandon

4. Records Keeping/Knowledge Updates - Record your facts to retain the numbers, dates, 
events etc https://cindiellc.com/blog/

5. IRS/Gov Audit - Status, Strategy and Study-Case 国税局审计现状,案例分析

Add-on: Special Tax Deduction Subjects 减税主题
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CINDIE Intro

•CINDIE – A registered CPA Firm 
•Tax – Planning, Strategy, Preparation
•Accounting – Bookkeeping, Reporting
•Payroll – Client portal self-service or full service
•Assurance – Forensic, Review and Compilation 
•Audit – by  EliteCPA P.C. 

https://cindiellc.com/about/
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CINDIE’s and Gov’s Critical Days
Review timelines to stay on time 

https://cindiellc.com/tax-filing-dates/    查看这些时间表以保持准时
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Important Contents
Follow CINDIE’s Business and Individual Checklist (Videos available)  to ensure completeness 

- Same Secure Data Upload Site

- Video explanation
• Business https://www.youtube.com/watch?v=VqCKoBaCmF0  
• Individual https://www.youtube.com/watch?v=cIKz51s7ayU

- Web-based forms: https://cindiellc.com/form/ 仔细查看 CINDIE 的问询表
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CINDIE Knowledge Sharing
IRS 2024 Updates: https://www.irs.gov/newsroom/irs-provides-tax-inflation-adjustments-for-tax-
year-2024

Actively retain tax information throughout the year including: numbers, dates, events etc, 

记录税务事实以保留数字、日期、事件等

Within the link https://cindiellc.com/blog/ 

please find information on:

1. More details on year-end tax planning

2. Special subjects: 
• Back-door Roth
• S-corp/Partnership PTE – Passthrough Entity Tax
• Other tax matters
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IRS/Gov Audit
Status, Strategy and Case-Study

国税局审计现状和案例分析



Audit Status

The 2022 Inflation Act gave the IRS $80 billion in funding broken out to:

• Enforcement: $45.6 billion

• Operations support: $25.3 billion

• Business system modernization: $4.8 billion

• Taxpayer services: $3.2 billion

• Statistically speaking, tax-filers reporting no income or incomes over $1 million have the highest 
audit rates. Those earning between zero and $1 million historically have an extremely low audit 
rate.

• For more information, please check out IRS IRA Strategic Operation Plan FY2023-2031

 https://www.irs.gov/pub/irs-pdf/p3744.pdf
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Audit Statistics国税局审计现状和案例分析

• In FY 2023, the IRS closed 582,944 tax return audits, resulting in $31.9 billion in recommended additional 
tax. For all returns filed for tax years 2013 through 2021, the IRS examined 0.44% of individual returns filed 
and 0.74% of corporation returns filed, through the end of FY 2023. Average rate is 0.2% with higher rate for 
$500K+ at 0.4-0.7% and $10M+ at 2.4% 

• Stats pulled from 2019 returns before Pandemic:

• 1.3% of taxpayers earning 
between $1 million to $5 
million were audited

• Audits for taxpayers earning 
more than $10 million, 
reached close to 9%. 

• Only 0.2% of taxpayers 
earning $25,000 to $50,000 
were audited

• Taxpayers within an income 
of $200,000 to $500,000, had 
similar audit rates
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Audit Proof Strategy 

Get prepared  
To reduce your risk of getting audited and/or receiving interest and penalty, follow a few simple rules:
• Always report all income, including side gig wages and capital gains from brokerage account investments.
• Always make estimated tax payments throughout the year (payment periods: 4/15,6/15,9/15, 12/15 and 1/15).
• Only claim reasonable, legitimate deductions.
• Try to claim deductions that make sense for your income level (if you report $30,000 in tax deductions against a $45,000 income, that might look 

suspicious).
Ultimately, the best way to avoid an audit is to be honest. If you do that, you might manage to stay off of that IRS list, even if you're a higher earner.

Good record keeping 
This is like the insurance premium for dealing with audit/examination and peace of mind 
• Use accounting software: QuickBooks, online free software etc. 
• Quarterly review of income and taxes 
• Make tax payments on time 

Some Recommendations
• Business: retain complete and accurate information for all the bank records, credit cards, investments, cash with receipts, and other documents 

(utilize software such as QuickBooks or Excel)
• Individuals: keep a list of bank accounts and investment accounts to track year-end tax reporting
• Real Estate Rental: retain complete and accurate information for all the bank records, credit cards, investments, cash with receipts, and other 

documents (utilize software such as QuickBooks or Excel)

Negotiation with Good Faith

• Yes, it’s negotiable with relevant laws and facts. 
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Audit Response and Mindsets

Examination/Audit Letter Response
• Respond to the IRS by the due date on the letter. This could include sending additional documentation or an 
explanation to support your position. If you need more time to submit your response, call the number on the letter 
before the due date to ask for additional time.

From Forms

Form 4549: Report of Income Tax Examination Change. 

Form 886A: to provide an explanation as to why your documentation was not accepted. Form 886A may include the facts, tax law, your position, 
the IRS' argument and a conclusion with the proposed adjustment.

Trust the System
• IRS: “If your return is selected for examination, it does not suggest that you made an error or are dishonest. Returns 
are chosen by computerized screening, by random sample, or by an income document matching program.”

• In general, you can get your message across with reason, logic and facts to the federal and state government. There 
are also systems for you to get your case heard if you have enough time, energy and determination.  
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Potential Audit Triggers

1. Taking Large Deductions - Returns with extremely large deductions in relation to income are more likely to be audited. For example, if your tax return shows that you earn 
$25,000, you are more likely to be audited if you claim $20,000 in deductions than if you claim $2,000.

2. Claiming Certain Kinds of Deductions - Certain types of deductions have long been thought to be hot buttons for the IRS, especially auto, travel, and meal expenses. Casualty 
losses and bad debt deductions might also increase your audit chances.

3. Claiming a Business Loss - Businesses that show losses are more likely to be audited, especially if the losses are recurring. The IRS might suspect that you must be making more 
money than you're reporting—otherwise, why would you stay in business? Most likely to be audited are taxpayers reporting small business losses.

4. Claiming Deductions That Don't Make Sense - Deductions that seem odd or out of character could increase your audit chances, like a plumber who deducts the cost of foreign 
travel might raise a few eyebrows at the IRS.

5. Not Reporting All of Your Income - The IRS also goes to great lengths to ensure you report all of your income. Its computers match the information on W-2s and 1099-NEC forms 
with the income amount reported on tax returns using Social Security and other identifying numbers. If the IRS finds discrepancies, it will probably start asking questions.

6. Having Evidence of Intent to Mislead or Being Sloppy With Your Return
Filing a tax return with missing schedules or not providing all the information asked for on the forms can increase your chances of being audited. Similarly, a sloppy return, 
especially with math mistakes, increases your chances of an audit. Also, using round numbers—for example, $6,000 for business advertising costs or $4,000 for transportation 
expenses—indicates that you're estimating, not using records to report amounts.

7. Being a Higher Earner - If you make over $500,000 per year, your audit likelihood is greater than the likelihood for the general population. As shown in the chart above, 0.7% of 
filers who earned between $500,000 and $1,000,000 were audited. So, Can I Get Away With Cheating on My Taxes? Even if you earn far less than $500,000, don't think that you 
can easily get away with cheating on your taxes. (See "Are Increased IRS Audits Coming?" below.)

8. Having Self-Employment Income - The IRS tends to be suspicious of people in business for themselves. Depending on their income, sole proprietors are up to five times more 
likely to be audited than wage earners.

9. Having Foreign Accounts - Keeping money or other assets in foreign banks or other financial accounts increases audit chances.

10. Owning Digital Assets - Having digital assets, including cryptocurrency, such as Bitcoin, might increase your chances of an audit. IRS Form 1040 asks whether you received, sold, 
exchanged, or otherwise disposed of a digital asset during the year. If you say "yes," your answer increases your audit chances.

11. Claiming Too Many Charitable Deductions - Claiming $20,000 in charitable deductions on your $50,000 salary will probably make the IRS suspicious. And if you don't have 
documentation to back up your charitable deductions, don't deduct them.
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Fed and State Cases: #1

Case Background

2020 Tax return is audited and audit denied the refund request of $42,900 

Client dealt with IRS and $40,000 was denial 

What CINDIE did 
Starting June 2023

1. Obtain 2848 POA 

2. Submitted letter to IRS with additional facts, payment receipts and original filing supporting document

Case Resolution
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Fed and State Cases: #2

Case Background

Received letter about tax adjustments increase $14,600

What CINDIE helped 
Review filed return and IRS letter contents /Determine facts and missing information/Conduct independent 

calculation of tax liability/Draft letter for client to IRS explaining what’s wrong 

Case Resolution
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Fed and State Cases: #3

Case Background

Received bill $143,242.61 from Delaware 

What CINDIE helped 
Collect all past filing information /Research and determine why client does not owe tax/Work with Delaware to 

understand how determination was made/ Bridge the gap: filing past-due tax return, provide affidavits as 

needed etc..

Case Resolution
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at the time the notices were sent, you 

did not have the affidavit in our office. 

You will not receive a notice saying the 

taxes were paid. The entity is current, 

nothing is due."



Fed and State Cases: #4

Case Background

Received penalty $8,082.43

What CINDIE helped 
IRS charges penalty for not paying enough quarterly estimated tax payments and inadequate withholding. 

Case Resolution
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Fed and State Cases: #5

Case Background
IRS charge interests on balance due after 4/15/2023 and it’s compounding on interests as shown below 

$973.19. 

What CINDIE helped 
Review tax returns filed and payment history/ Analyze dates and interest rates 

Case Resolution
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Fed and State Cases: #6

Case Background
NJ State notice and ask to pay $3410.99

What CINDIE helped 

Get M-5008-R  POA. It seems that NJ created 2 personal income tax accounts for my client - one for resident and one for non-resident. Originally, we filed xxxx as 

Resident and then made correction/amended return to correct her residence to NR because she's been living overseas for many years including in 2021. She continues 

to live in xxxx now. NJ is sending1040 balance over to collection while my client has paid in full of all the liabilities required for the 1040NR side.  To  help resolve: 1) remove the resident 

account and resident balance, 2) move all the payments and balances into the Non-resident side. Please feel free to call me or my client for any question. Thank you so much for the help! 

Case Resolution
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Subject #1: IRA 2022 Credits

Credits and deductions under the Inflation Reduction Act of 2022

• Business
https://www.irs.gov/credits-and-deductions-under-the-inflation-reduction-act-of-2022

• Individual 
• Clean vehicle credits

• $7500 New Clean Vehicle Tax Credit (IRC 30D)- Qualified Vehicles – Income below  $300K

• $4000 Previously Owned Vehicles (IRC 30D )- Qualified Vehicles – Income below  $150K

• Home energy credits
• Energy Efficient Home Improvement Credit 

• Residential Efficient Home Improvement 
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Subject #2 Gift, Advertising Expenses

Advertising and marketing costs must be ordinary and necessary to be 
tax deductible, for example: 

• Reasonable advertising expenses that are directly related to the business 
activities.

• An expense for the cost of institutional or goodwill advertising to keep 
the business name before the public if it relates to a reasonable 
expectation to gain business in the future. For example, the cost of 
advertising that encourages people to contribute to the Red Cross or to 
participate in similar causes is usually deductible.

• The cost of providing meals, entertainment, or recreational facilities to 
the public as a means of advertising or promoting goodwill in the 
community.
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Subject #3 Some state-specific 
deductions

• Alabama, Arkansas, California, Hawaii, Minnesota, New York and 
Pennsylvania all provide a deduction for unreimbursed employee 
business expenses on their respective state income tax returns

• 529 contributions may reduce your state taxable income to varying 
degrees in each state. Over 30 states allow tax deductions for 529 
contributions for either in-state only or out-of-state as well.

For example, the New Jersey College Affordability Act allows for a state tax deduction for contributions 
into a Franklin Templeton 529 College Savings Plan of up to $10,000 per year, for those with gross 
income of $200,000 or less, beginning with contributions made in tax year 2022. The maximum 
deduction is $10,000.
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