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Topics

1. Current Audit Trends
2. Responding to Audit Notices
3. Common New York State & City Audit Documents
4. Common Audit Response Mistakes
5. Future of New York Audit Programs

Don’t be shy, ask questions along the way—this presentation 
is intended to be a conversation!



1. Current Audit Trends

 



New York Audit Initiatives



For New York, It’s HUGE Tax 
Dollars…



NYS Residency Audit Statistics
1 - I N - 2  TA X PAY E R S  W H O  A R E  A U D I T E D  L O S E !



2. Responding to Audit Notices

 



IDR 1 – Residency & 
Nonresident Allocation
 Audit response strategy and initial considerations:
 Be responsive & try to avoid assessments
 Who will respond?
 How to respond (in writing, in person, mail vs. 

secure email, etc.)
 Communication regarding extensions, and 

confirming communication
 Contact with auditor, supervisor, etc.
 Taxpayer expectations



IDR 1 – Entity Audits
 Audit response strategy and initial considerations:
 Content of initial audit inquiries vs. income tax 

audits, from sales tax presentation + examples 
to follow
 Who possesses these documents, how quickly 

can they be assembled?
 Be responsive & try to avoid assessments
 Who will respond?
 How to respond (in writing, in person, mail vs. 

secure email, etc.)
 Communication regarding extensions, and 

confirming communication
 Contact with auditor, supervisor, etc.
 Taxpayer expectations



3. Common New York State 
& City Audit Documents

 



IDR 1 – Starting Small



IDR 1 – The Kitchen Sink



IDR 1 – The Kitchen Sink, 
Continued



Nonresident Questionnaire



Nonresident Questionnaire



IDR 2 - ?: Following Up

 Rare to see a New York residency / nonresident / 
entity audit wrap up with a single IDR 1 response.
 More likely with the “kitchen sink” initial 

request
 Subsequent IDRs may be planned requests from 

the outset, or requests driven by the IDR 1 
response and contact with the auditor
 Prepare the taxpayer for a lengthy and detailed 

process
 Planning for an audit, and steps after an audit if 

needed, should begin well in advance of the audit 
notice arriving



IDR 1 – Entity Audits

 Depending on the tax type, entity audits may 
begin around specific, targeted issues
 Entity audits often connected to ongoing tax 

audits of owners, members, partners, etc.
 Coordination within the audit team of entity & 

related individual audits
 With an entity audit underway, is there a reason to 

use the Tax Department’s Voluntary Disclosure 
program?
 With an entity audit underway, should other states 

/ locations be reviewed?



Typical Sales Tax IDR
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Typical UBT IDR

19



LLC & S Corp IDRs – Often Target an 
Issue, or Cast a Wide Net

 Adjustments typically flow through to members / shareholders
 Specific issue identified at the outset, and sometimes more in the nature of 

a fishing expedition to see if there’s anything useful for the related audit 
case

 Be mindful of statute of limitations issues at the entity and individual levels
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Desk Audits – Substantial Area of 
NYS & NYC Audit Focus
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Responding to 2020-2021 Desk 
Audit Notices
 Each “Request for Information” requires a tailored and 

prompt response.  Extensions of due dates are permitted, 
but, again, desk audits are less flexible than field audits 
here.
 Who should respond?  Taxpayer?  Accountant?  Attorney?
 Be accurate and answer the question(s) asked – and only 

the question(s) asked. 
 The responses should generally match the return that was 

filed a few weeks or months before the “Request” was 
issued – if the response will not match the filed return, let’s 
talk.
 Responding through the taxpayer’s online account is 

generally easiest and most efficient route.  



4. Common Return Mistakes, 
Addressing in the Context of an Audit

 



Top 10

1. Nobody moves on January 1
2. Statutory residence trumps domicile
3. The “Living Quarters” box
4. Consistency!
5. Husbands and wives usually share a domicile
6. Correct W-2s, 1099s and K-1s with old address
7. Don’t let client “chat” with auditors
8. Credits for taxes paid elsewhere
9. Understand the burden of proof
10. Never amend a return under audit



5. Future of NY Audit Programs

 



 Reliance on computer and technology-based audit 
candidates and methods
 Balance between desk and field audits?
 Will more (alleged) IRS audit activity generate more NY 

revenue and audit activity?
 Focus on flow-through audits instead of individual audits?
 Audit production—will we return to in-person audit 

meetings?

Considerations & Issues



Questions?
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H O D G S O N  R U S S

Contact Us

Dan ie l  Ke l l y
Partner

716.848.1561

dpkelly@hodgsonruss.com

Michae l  Van  Wagnen
Senior Audit Manager

716.848.1486

mvanwagn@hodgsonruss.com



H O D G S O N  R U S S

Disclaimer

This presentation is intended for general informational purposes only and does not constitute legal advice or legal opinion on any specific 

facts or circumstances. Information contained in this presentation may not be appropriate to your particular facts or situation. You should 

not act upon the information in this presentation without consulting Hodgson Russ LLP or other professional advisors about your 

particular situation. No attorney-client relationship with Hodgson Russ LLP is established by viewing this presentation. Hodgson Russ LLP 

makes no representations as to the accuracy or completeness of any information in this presentation, and the opinions expressed in this 

presentation are the opinions of the individual authors and may not reflect the opinions of the firm or any individual attorney.

All copyrightable text and graphics, the selection, arrangement, and presentation of these materials (including information in the public 

domain), are ©2023 Hodgson Russ LLP. All rights reserved. Permission is granted to download and print these materials for the purpose of 

viewing, reading, and retaining for reference. Any other copying, distribution, retransmission, or modification of these materials, whether in 

electronic or hard copy form, without the express prior written permission of Hodgson Russ LLP, is strictly prohibited.
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