
 
 

 

Hello and welcome back! 

Congratulations you have made it all the way through to this final module.  

In this module, I am going to talk you through a topic many see as a mystery, something to fear and 

certainly something to be avoided - IRS Examinations, or better known as IRS AUDITS!  

But I have some bad news for you here, you can’t avoid them. They are an occupational hazard for an 

information reporting and withholding professional! 

You might have been lucky not to have experienced one yet, but they are generally always out there! 

Interesting fact here, back in the 90’s the IRS stopped undertaking audits for a while, but I don’t 

believe anyone is expecting that to happen again any time soon! All you can do is be aware and be 

prepared should someone from the IRS come knocking on your door! To some degree that’s what this 

module is all about, giving you an overview on how you might be selected and what to expect when 

you are.  

I also hope it ends this course by pulling it all together, giving meaning to what we have been talking 

about so far, providing you with a deeper insight into why you need to do the things we have been 

working through.    

In the prior modules we’ve covered a lot of material across a variety of different topics from the 

History of tax and information reporting. I’ve introduced Chapter 3, chapter 4, chapter 24, chapter 61, 

we even touched on CRS. I went through where the rules come from. Talked in some detail about 

withholding certificates and documentation. We had quite a detailed discussion of payee onboarding 

and Talked about the rules and processes covering payments to U.S. and non-U.S. persons.  

That was a lot & I hope you found it interesting! Throughout, the information we covered primarily 

dealt with the rules, processes and procedures that a U.S. withholding agent or payor would follow to 

report payments of income to U.S. and non-U.S. persons.   

In this module we are switching focus from a payor and the U.S. withholding agent view, to the 

Internal Revenue Service themselves. This module is about the IRS’s view. Specifically, what the IRS 

looks for when they come in to undertake an audit (or examine) the Forms 1042 and 1042-S. And how 

they determine the level of compliance as the U.S. withholding agent and their compliance with the 

rules.    

A good point to highlight here is that the IRS publish guidance on what a U.S. withholding agent audit 

will look like, taking away the guesswork on what’s going to be requested and reviewed.  It is very well 

documented, and throughout the courses we will be touching on many aspects of this, but as this is 

still the foundation course this will all be reasonably high level.  

One other thing I should point out here is that this module only covers the U.S. payor and U.S. 

withholding agent process, not really the foreign side.  
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And what I mean by this, we are not going to go into detail when the withholding agent is not- based 

in the United States. The IRS doesn’t generally have jurisdiction outside of the U.S. so there are 

different processes that kick in, the Qualified Intermediary (QI) Audit program for example! The QI 

process is similar and end game the same but handled very differently.  

We will talk about this in some detail in a future course, so don’t worry about these types of audits for 
now.  
So, before we jump in and to repeat my previous statement.  

Audits are an unavoidable part of your work. You may not be directly involved in them, but pretty 

much everything you do could have an impact on them, particularly the outcome! 

Oh, and one last thing - Processes and Procedures – by the end of this module I would hope you have 

even more of an appreciation of how important they are to all this? A big hint here, the IRS will ask to 

see them! 

With that, let’s jump into the first lesson, where I will introduce some new terms you’ll need to know. 
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