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Sales & Use Tax Compliance - Audit Assessment Negotiation
A $15 billion global agricultural and construction equipment manufacturer

The company's sales & use tax department was in transition and its manager was on a
long-term assignment in the company's IT department, consulting on a conversion to
SAP. During the tax manager's absence, the company needed an outside resource to
assist the remaining, less experienced staff member. During this time, the company
received a proposed audit assessment. The assessment was not based on a full audit,
but on prior audit periods' use tax error rate which they applied to the current period's
stratified purchase data. The manager was not available to review the assessment and
relied on the staff member to do so and to recommend whether or not to accept the
proposal. The staff member had very little experience with audit assessments and
recommended that the proposed assessment be accepted.

Titus provided an experienced tax professional to augment the department during the
manager's absence. Our professional was aware of the proposed audit assessment and
requested an opportunity to spend a few hours reviewing it to determine whether an
opportunity existed to reduce the assessment. With the manager's approval, our
professional completed a review, determining that a reasonable basis existed for
proposing an alternate assessment calculation. Meeting with the state auditor, our
professional proposed that since the company had closed a large plant toward the end of
the prior audit period, rather than use the average error rates for the entire audit period,
the error rates from the final year only be used, since that time period more closely
resembled the company's structure during the current audit period when the plant had
remained closed.

The auditor agreed to implement our professional's suggestion, resulting in a $40,000
reduction in the final assessment. The tax manager was very pleased, not only with our
professional’s sales & use tax expertise, but with the initiative taken to provide added
value to the company.
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