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Managing Texas 

Sales Tax Audits and Appeals



➢ Complete the audit questionnaire
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Prior to fieldwork beginning
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Prior to fieldwork beginning





➢ Control what the auditor sees

➢Determine where the bulk of the fieldwork will take 
place

➢ Taxpayer’s site

➢ CPA’s office

➢ Auditor’s office/remote
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Prior to fieldwork beginning



• Get resale/exemption certificates in order!!!

➢ Elements requires for exemption certificates
➢ Name and address of the purchaser

➢ Name and address of the seller

➢ Date and signature of the purchaser

➢ A description of the item to be purchased

➢ The reason the purchase is exempt from tax (exemption only)

➢ Sales tax permit number for purchaser (resale only)
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Prior to fieldwork beginning







➢ Timeline for exemption/resale certificates

➢ Prior to entrance conference

➢ From entrance conference through 60-day period after 
notification granting Redetermination Hearing

➢ After 60-day period
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Prior to fieldwork beginning
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➢Get a POA

➢ Treat the auditor with respect in a non-confrontational 
manner

➢Document communications with the auditor

➢Email

➢ Tick and Tie – review the auditor’s work
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During the Audit











➢Waiver of statute – request interest waiver

➢ Research sources

➢STAR

➢Tax help

➢Audit manual
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During the Audit



➢ Talk to the auditor’s manager/supervisor

(Reconciliation Conference)

➢ IARC (Independent Audit Review Conference) 

schedule prior to Exit Conference

➢ Exit Conference
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Post-fieldwork



➢Notification of Audit Results letter will be sent

➢60 days to respond

➢Request Redetermination Hearing

➢Provide Statement of Grounds
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Post-fieldwork



➢ Redetermination Hearing

➢District Court
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Post-fieldwork



➢ Refunds!

➢No downside

➢ Interest – consider paying prior to appeals
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Benefits/Ancillary Issues
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Multistate Update – Wayfair Decision

➢ Economic nexus vs. physical nexus

➢ Threshold for nexus

➢ Transactions

➢Gross receipts
➢Total receipts (including wholesale)

➢Taxable receipts

➢Retail receipts



➢Measurement dates

➢Calendar year

➢Previous 12 months

➢Previous four quarters

➢Different effective dates
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Multistate Update – Wayfair Decision
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Unclaimed Property



➢ Risk Factors:

➢ Failure to file annual unclaimed property reports

➢ Failure to maintain historical records

➢ Practice (historic or current) of writing liabilities off to income or voiding checks 
to take them off the books

➢ Mergers or acquisitions:
➢ Lack of due diligence for unclaimed property

➢ Stock transaction – historical liability for acquired company back to date of formation

➢ Asset transaction – contractual assumption of liability

➢ State of incorporation – where is your company incorporated?

(Delaware, New York, Texas or New Jersey?)

➢ Use of third-party administrators (TPAs)
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Are Your Clients at Risk for 

Unclaimed Property?



➢ Any liability held, due and owing by a company to a third 
party - customer (AR), vendor (AP), employee (PR or Benefit) 
or shareholder (Equity) in the ordinary course of business

➢ The obligation must be “fixed” and “certain”

(N.B. The use of third-party administrators generally does not negate the 
company’s obligations to file and comply with the unclaimed property 
reporting requirements.)
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What is Unclaimed Property?



➢ It is not a tax

➢ Nexus standards are not applicable

➢ With few exceptions there is generally no statute of 
limitations resulting in very extensive reach back periods

➢ Generally limited, if any, administrative remedies

Note: All states have unclaimed property laws
➢ Currently 54 reporting jurisdictions
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What Unclaimed Property is not?
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Traditional Types of Unclaimed Property
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Newer Types of Unclaimed Property
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Who Are The Players?



The United States Supreme Court held in Texas v. New Jersey, affirmed in 
Pennsylvania v. New York and re-affirmed in Delaware v. New York:

➢ State of property owner’s last known address  has first claim

➢ If no address or incomplete address is available, state of incorporation 
of the holder has second claim

➢ Burden of proof – presumption of abandonment if on the books for 
the dormancy period (1,3 or 5 years)

➢ Documentation to overcome presumption is critical

(Nexus is not applicable in determining the jurisdictional state for 
unclaimed property reporting)
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Which State Has Jurisdictional Rights 

To Property?



❑ Filing History

• No history or incomplete filings.  

❑ State of Incorporation

• Delaware represents the highest audit risk for 

companies incorporated there.

❑ Mergers and Acquisitions

• Stock & Asset acquisitions

❑ Industry

• While financial service companies were first 

targeted for Unclaimed Property audits, there is an 

increasing focus on manufacturing companies and 

foreign owned companies

❑ Media and Public events

❑ Recovery of Property 

❑ Whistle Blowers
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Audit Triggers



➢ Tax Department

➢Accounting Department

➢ Legal Department
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Responsibility for Unclaimed Property



➢ Is the Company compliant?
➢ Does the company file unclaimed property reports?

➢ Do the reports include all applicable property types?

➢ Does the company have written policies and procedures?

➢ Do the representatives know the availability/existence of records?

➢ Does the company follow a record retention/destruction policy?

➢ Do the representatives know the corporate history inclusive of all subsidiaries?

➢ Do the representatives know what areas within the company have the potential 
to generate unclaimed property?

➢ If publicly traded company? Who manages the reporting for stocks, dividends 
and unexchanged shares?

➢ If acquisitive - - how many acquisitions were stock transactions (successor 
liability)

➢ Is the company prepared for an audit? 
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Are Your Clients in Compliance?



Steve Hanebutt, CPA - Dallas Office 

(469) 784-9604 - stevehanebutt@claruspartners.com
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Questions?

Sonia Walwyn, J.D, CPA, LLM  - Chicago Office 

(630) 216-9954 - swalwyn@claruspartners.com


