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IRS releases Strategic Operating Plan update outlining future
priorities; transformation momentum accelerating following long list
of successes for taxpayers

IR-2024-130, May 2, 2024

WASHINGTON - The Internal Revenue Service today released an update on the Strategic Operating
Plan, a blueprint outlining future plans for the agency’s transformation work and highlighting dozens of
improvements for taxpayers since passage of the Inflation Reduction Act.

The annual update focuses on major accomplishments the agency has accomplished since IRA’s
passage in August 2022. The sweeping array of changes has improved taxpayer service, taken steps to
add fairness to tax compliance and added new technology tools to help taxpayers and the tax
professional community. These efforts culminated this year in one the agency’s most successful filing
seasons ever with dramatic improvements in taxpayer service and new tools.

In addition, the IRS released an accompanying 52-page document that summarizes the current work
underway and outlines the agency's historic plans to make fundamental changes with Inflation Reduction
Act (IRA) funding. The report focuses on changes underway and planned for Fiscal Years 2024 and 2025
across taxpayer service, tax compliance and technology modernization.

IRS Commissioner Danny Werfel described the modernization changes outlined in the Strategic
Operating Plan as a “generational imperative” needed to serve the nation and taxpayers.

“You will see in these documents that we have made tremendous progress toward realizing the goals of
the plan, and work continues to accelerate,” Werfel wrote in the report’s introduction. “We have made
fundamental changes that have improved taxpayer services, brought new fairness to compliance efforts
and launched important changes to our technology. We are making a difference to taxpayers and the
nation, and the improvements at the IRS are just beginning.”

“The changes outlined in this report are a stark contrast to the years of under-funding that deteriorated
taxpayer service and tax enforcement, frustrating taxpayers, the tax community and IRS employees
alike,” Werfel added. “The funding provided by the Inflation Reduction Act creates a unique opportunity to
realize a future of tax administration that meets the evolving needs of taxpayers. This opportunity is
important for the future of the IRS, the nation and especially the taxpayers we serve.”

The road ahead in 2024 and 2025

The Strategic Operating Plan update issued today refines last April’s initial plan. The update provides an
outline of the major projects and outcomes IRS expects to deliver over the next 12 to 18 months,
including progress on the Simple Notice Initiative, enforcement activities and efforts to modernize
foundational technology and improve IRS employee tools to help taxpayers. The update also includes
additional details on spending and staffing.

The plan focuses on five key objectives:

o Objective 1. Dramatically improve services to help taxpayers meet their obligations and receive
the tax incentives for which they are eligible.

e Objective 2. Quickly resolve taxpayer issues when they arise.

¢ Objective 3. Focus expanded enforcement on taxpayers with complex tax filings and high-dollar
noncompliance to address the tax gap.

o Objective 4. Deliver cutting-edge technology, data and analytics to operate more effectively.
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o Objective 5. Attract, retain and empower a highly skilled, diverse workforce and develop a culture
that is better equipped to deliver results for taxpayers.

The Strategic Operating Plan update also highlighted a number of areas where changes will accelerate
into Fiscal Year 2025. Key areas of focus through 2025 include:

o Enhancing live assistance through improved efficiency in call centers, reduced backlog of paper
returns and continued expanded staffing levels at Taxpayer Assistance Centers and “Pop-up Live
Assistance Centers” in rural and other areas, while working to ensure taxpayers are aware of all
available credits and benefits.

¢ Expanding online services by expanding the features available in online accounts, including
digital copies of notices, status updates, secure two-way messaging and expanded payment
options.

o Accelerating digitalization by providing up to 150 non-tax forms in digital mobile-friendly
formats in addition to the 20 delivered in fiscal year 2024 as well as scanning at the point of entry
virtually all paper-filed tax and information returns.

¢ Simplifying notices by redesigning up to 200 notices, capturing 90% of all notice volume for
individual taxpayers and initiating business process changes necessary to flexibly generate
notices and reduce taxpayer burden.

¢ Disrupting tax scams and schemes by coordinating with partners to identify scams and victims
and improving victim assistance.

e Modernizing foundational technology and aged programming from the point of intake of tax
returns and information systems. Data security will be integrated throughout to protect the
integrity of the tax system and taxpayers.

e Modernizing how the IRS attracts, retains, develops and empowers employees, focusing on
efforts to ensure they have the tools, training and culture they need to perform at their best.

o Improving IRS employee tools by developing and integrating high priority software tools into
operations to help taxpayers and improve service.

e Ensuring fairness in enforcement through hiring and increased training in critical staffing areas
such as those dedicated to high-income earners and large and complex partnerships.

More audit focus on wealthiest taxpayers, large corporations, partnerships

The report also notes that the IRS anticipates increasing audits on the wealthiest taxpayers, large
corporations and large, complex partnerships by sizable percentages for tax year 2026:

e The plan highlights the IRS will nearly triple audit rates on large corporations with assets over
$250 million to 22.6% in tax year 2026, up from 8.8% in tax year 2019.

e The IRS will increase audit rates by nearly ten-fold on large, complex partnerships with assets
over $10 million, going from 0.1% in 2019 to 1% in tax year 2026.

¢ The IRS will increase audit rates by more than 50% on wealthy individual taxpayers with total
positive income over $10 million, with audit rates going from an 11% coverage rate in 2019 to
16.5% in tax year 2026.

o At the same time, the IRS continues to emphasize the agency will not increase audit rates for
small businesses and taxpayers making under $400,000, and those rates remain at historically
low levels.

Upcoming changes build off major improvements in taxpayer service, compliance
and IT

The changes planned for the rest of 2024 and 2025 build off a long string of successes made by the IRS
in less than two years.
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During the just completed 2024 filing season, the IRS answered over a million more calls than last year
while maintaining an average wait time of just over three minutes. The callback option saved taxpayers
an estimated 1.5 million hours of sitting on hold. IRS Taxpayer Assistance Centers served more than
780,000 taxpayers in person, an increase of more than 37% over last year.

Using IRA funding, the IRS enhanced many online tools, such as Where’s My Refund, Individual and Tax
Pro Online Accounts, while also launching new ones, including the Business Tax Account for individual
partners of partnerships, individual shareholders of S corporations and sole proprietors with an employer
identification number (EIN). And more than 140,000 taxpayers submitted tax returns through Direct File, a
pilot program for taxpayers to file for free, directly with the IRS.

Using IRA funding, the IRS also saw progress in enforcement activities, recovering $520 million in its
efforts to pursue high-income, high-wealth individuals who have either not filed their taxes or failed to pay
recognized tax debt. Using artificial intelligence (Al) and advanced analytics to help select complex
partnerships for audits, the IRS opened audits of 76 of the largest partnerships in the U.S. that represent
a cross-section of industries including hedge funds, real estate investment partnerships, publicly traded
partnerships, large law firms and other industries.

Werfel: Much more work remains; challenges continue with funding

While the IRS has accomplished a lot so far with IRA funding and under the Strategic Operating Plan,
Werfel emphasized the agency has a lot more work in front of it to continue the transformation efforts.

“While we have made significant progress, we realize we need to do a lot more to make improvements
and transform the IRS for the benefit of taxpayers, tax professionals and the nation,” Werfel said. “We
have an opportunity to build a 215t century tax agency to serve the American people in the manner they
expect — and the level they deserve.”

Werfel noted that the Strategic Operating Plan update also highlighted ongoing funding challenges. While
the Inflation Reduction Act funding provides tens of billions of dollars, years of under-funding have
created unique challenges for the agency.

In addition, given current funding structures, the Strategic Operating Plan noted that the agency
anticipates Business System Modernization funding provided under IRA — critical for technology
improvements — will run out by fiscal year 2026. And current levels of taxpayer service will be unable to
be supported through fiscal year 2026. This means that the nearly 88% level of service delivered for
taxpayers this filing season on the IRS main phone lines could drop back to 30% levels in 2026 —
meaning seven out of 10 taxpayers couldn’t get through to an assistor when calling.

“The IRS will continue focusing on making improvements and efficient use of funding,” Werfel said. “We
highlight accomplishments rather than taking a victory lap because more work remains. But to stress the
importance of continuing this momentum, the IRS will continue working to make a difference for the
nation’s taxpayers. At the same time, it’s critical that the IRS has stable, secure funding to allow
technology modernization and taxpayer service improvements to continue into the future.”

The Administration’s Fiscal Year 2025 budget proposal would restore and maintain the full IRA
investment in the IRS through 2034 and avoid funding cliffs that would dramatically degrade IRS work
ability in many different areas, including taxpayer services beginning in 2026 as well as technology
modernization.

To address these funding cliffs, the Administration’s budget plan includes a mandatory proposal that will
extend IRA funding through FY 2034. This proposal would provide $104 billion to the IRS over the 10-
year budget window and is estimated to generate at least an additional $341 billion in revenue for the
nation.
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“This funding will ensure the IRS can continue its transformation efforts that we have outlined in the
updated Strategic Operating Plan,” Werfel said. “We need to continue working to make more
improvements in taxpayer service, modernize technology and ensure those with complex returns,
including certain high-income individuals, large corporations and complex partnerships, pay the taxes
they owe.”

-30-
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IRS ramps up new initiatives using Inflation Reduction Act funding to
ensure complex partnerships, large corporations pay taxes owed,
continues to close millionaire tax debt cases

More than $482 million recovered from 1,600 millionaires who have not paid tax debts
IR-2024-09, Jan. 12, 2024

WASHINGTON - The Internal Revenue Service announced today continued progress to expand
enforcement efforts related to high-income individuals, large corporations and complex partnerships as
part of wider efforts to transform the agency.

IRS Commissioner Danny Werfel noted Inflation Reduction Act resources continue to help in a variety of
areas. In addition to earlier announcements focusing on further improving taxpayer service during the
upcoming 2024 filing season, the IRS has focused IRA resources on strengthening enforcement to
pursue complex partnerships, large corporations and high-income, high-wealth individuals who do not pay
overdue tax bills.

The IRS shared today progress in its focus on people using partnerships to avoid paying self-employment
taxes as well as new details on current enforcement priorities. The IRS is also continuing to pursue
millionaires that have not paid hundreds of millions of dollars in tax debt, with an additional $360 million
collected on top of the $122 million reported in late October. The IRS has now collected $482 million in
ongoing efforts to recoup taxes owed by 1,600 millionaires with work continuing in this area.

“The IRS continues to increase scrutiny on high-income taxpayers as we work to reverse the historic low
audit rates and limited focus that the wealthiest individuals and organizations faced in the years that
predated the Inflation Reduction Act. We are adding staff and technology to ensure that the taxpayers
with the highest income, including partnerships, large corporations and millionaires and billionaires, pay
what is legally owed under federal law,” Werfel said. “At the same time, we are focused on improving our
taxpayer service for hard-working taxpayers, offering them more in-person and online resources as part
of our effort to deliver another successful tax season in 2024. The additional resources the IRS has
received is making a difference for taxpayers, and we plan to build on these improvements in the months
ahead.”

Werfel highlighted these as part of a quarterly update on the IRS Strategic Operating Plan, the
transformational effort using IRA funding. As these initiatives to improve compliance among high-income
individuals, complex partnerships and large corporations increase, the IRS continues its work to improve
customer service and modernize core technology infrastructure.

Ensuring complex partnerships, large corporations and high-income, high-wealth
individual taxpayers pay taxes owed

The IRS is working to ensure large corporate, large partnership and high-income individual filers pay the

taxes they owe. Prior to the Inflation Reduction Act, more than a decade of budget cuts prevented the IRS
from keeping pace with the increasingly complicated set of tools that the wealthiest taxpayers use to hide
their income and evade paying their share. The IRS is now taking swift and aggressive action to close this

gap.

e Prioritization of high-income cases: The IRS has ramped up efforts to pursue high-income,
high-wealth individuals who have either not filed their taxes or failed to pay recognized tax debt,
with dozens of revenue officers focused on these high-end collection cases. These efforts are
concentrated among taxpayers with more than $1 million in income and more than $250,000 in
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recognized tax debt. In an initial success, the IRS collected $38 million from more than 175 high-
income earners. The IRS last fall began contacting about 1,600 new taxpayers in this category
that owe hundreds of millions of dollars in taxes. The IRS has assigned over 900 of these 1,600
cases to revenue officers, with over $482 million collected so far. This brings the total
recovered from millionaires through these new initiatives to $520 million.

e Pursuing multi-million-dollar partnership balance sheet discrepancies: The IRS has
identified ongoing discrepancies on balance sheets involving partnerships with over $10 million in
assets, which is an indicator of potential non-compliance. Taxpayers filing partnership returns are
showing millions of dollars in discrepancies between end-of-year balances compared to the
beginning balances the following year. The number of these discrepancies has been increasing,
with many taxpayers not attaching required statements explaining the difference. The IRS
announced an initiative to address the balance sheet discrepancy in September and as of
the end of October had sent 480 compliance alerts.

¢ Ramp up of audits of 76 largest partnerships leveraging Artificial Intelligence (Al): The
complex structures and tax issues present in large partnerships require a focused approach to
best identify the highest risk issues and apply resources accordingly. In 2021, the IRS launched
the first stage of its Large Partnership Compliance (LPC) program with examinations of some of
the largest and most complex partnership returns in the filing population. The IRS announced in
September that it would expand this program to additional large partnerships. With the help of Al,
the selection of these returns is the result of groundbreaking collaboration among experts in data
science and tax enforcement, who have been working side-by-side to apply cutting-edge machine
learning technology to identify potential compliance risk in the areas of partnership tax, general
income tax and accounting, and international tax in a taxpayer segment that historically has been
subject to limited examination coverage. As of December, the IRS had open examinations of
76 of the largest partnerships in the U.S. that represent a cross section of industries
including hedge funds, real estate investment partnerships, publicly traded partnerships,
large law firms and other industries. On average, these partnerships each have more than $10
billion in assets.

e Large Foreign-Owned Corporations Transfer Pricing Initiative: The IRS is increasing
compliance efforts on the U.S. subsidiaries of foreign companies that distribute goods in the U.S.
and do not pay their fair share of tax on the profit they earn of their U.S. activity. These foreign
companies use transfer pricing rules year after year to report losses that are engineered through
the improper use of these rules to avoid reporting an appropriate amount of U.S. profits. To crack
down on this strategy, as of mid-November the IRS has sent compliance alerts to more
than 180 subsidiaries of large foreign corporations to reiterate their U.S. tax obligations
and incentivize self-correction.

o Expansion of the Large Corporate Compliance program: The Large Business & International
Division’s (LB&l) Large Corporate Compliance (LCC) program focuses on nhoncompliance by
using data analytics to identify large corporate taxpayers for audit. LCC includes the largest and
most complex corporate taxpayers with average assets of more than $24 billion and average
taxable income of approximately $526 million per year. As new accountants come on board in
early 2024, LB&l is expanding the program by starting an additional 60 audits of the largest
corporate taxpayers selected using a combination of artificial intelligence and subject matter
expertise in areas such as cross-border issues and corporate planning and transactions.

o Partnership Self-Employment Tax Initiative: As part of the agency’s increased focus on the tax
issues applicable to partnerships and partners, the IRS has been increasing compliance to
ensure that Self-Employment Contributions Act (SECA) taxes are being properly reported and
paid by wealthy individual partners who provide services and have inappropriately claimed to
qualify as “limited partners” in state law limited partnerships (such as investment partnerships) not
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subject to SECA tax. In contrast to wage earners whose employment taxes (Federal Insurance
Contributions Act/FICA) are deducted from their paychecks, self-employed individuals are
required to report and pay their SECA taxes on their federal income returns. The IRS efforts to
date include over 80 audits of wealthy individuals. Additionally, in November 2023, the Tax Court
issued an opinion in Soroban Capital Partners LP v. Commissioner that agreed with the IRS’s
position that the limited partner exception to SECA tax does not apply to a partner who is “limited”
in name only. As a result, partners who actively participated in the state law limited partnership
must report their partnership share as net earnings from self-employment subject to SECA tax.

New examples of cases closed since the Inflation Reduction Act passed follow:

In January 2024, two individuals were sentenced to 25 years and 23 years respectively in prison
for conspiracy to commit wire fraud, aiding and assisting the filing of false tax returns and money
laundering for their role in promoting a fraudulent tax shelter scheme involving syndicated
conservation easements.

e In December, a Swiss Bank entered into a Deferred Prosecution Agreement (DPA) and agreed to
pay approximately $122.9 million to the U.S. Treasury for their role in assisting U.S. taxpayer-
clients with evading their U.S. taxes by opening and maintaining undeclared accounts. The bank
also maintained accounts of certain U.S. taxpayer-clients in a manner that allowed them to further
conceal their undeclared accounts from the IRS. In total, from 2008 through 2014, the bank held
1,637 U.S. Penalty Accounts, with aggregate maximum assets under management of
approximately $5.6 billion in January 2008, on behalf of clients who collectively evaded
approximately $50.6 million in U.S. taxes.

e In December, an individual was sentenced to 10 years and 10 months and ordered to pay more
than $130,000 in restitution, another was sentenced to 102 months in prison and ordered to pay
more than $2.5M in restitution and a third individual was sentenced to four years in prison and
ordered to pay more than $2.5M in restitution for their involvement in a RICO Conspiracy for
cyber intrusion and tax fraud. These individuals used the dark web to purchase server credentials
for the computer servers of Certified Public Accounting and tax preparation firms across the
country.

e In December, an individual was sentenced to 28 months in federal prison and ordered to pay over
$470,000 in restitution to the IRS for filing a false tax return while working as a money mule for
romance scams. The individual opened and maintained bank accounts to collect proceeds from
the schemes and to send the money to himself and others overseas.

e Anindividual was sentenced to 57 months in prison for their failure to pay more than $1.35 million
of taxes arising from their operation of several restaurants in the Washington, D.C. area. The
individual evaded taxes by concealing assets and obscuring the large sums of money they took
from the businesses by purchasing property in the name of a nominee entity and causing false
entries in the businesses’ books and records to hide personal purchases using business bank
accounts.

Hiring additional top talent to pursue high-income individuals, complex
partnerships and large corporations

The IRS offered positions to more than 560 new skilled accountants in November and December, key
positions in ramping up work to pursue high-wealth individuals, complex partnerships and large
corporations that do not pay taxes owed. Importantly, the IRS has been modernizing its hiring processes
and holding more direct hiring events to better compete with the private sector and quickly bring top talent
on board.
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For example, at a December hiring event in Houston, the IRS hired 160 skilled accountants in two days,
compressing the typical three to six month hiring process into one day. These events are marketed in
advance, and onsite Human Capital Office staff review all applicants’ credentials and ensure they are
qualified for the position. Following this initial screening, applicants are interviewed by hiring managers
and passed to selecting officials for a final decision. Successful applicants are given tentative offers, and
sponsored and fingerprinted on site, leaving only background and tax checks to be completed.

Improving taxpayer service

The IRS is focused on helping taxpayers get it right the first time — claiming the credits and deductions
they are eligible for and avoiding back-and-forth with the agency when errors arise. To help taxpayers get
it right, the IRS is working toward taxpayers being able to seamlessly interact with the agency in the ways
that work best for them on the phone, in-person and online. The IRS is expanding in-person service and
meeting taxpayers where they are, particularly those in underserved and rural communities. The IRS is
continuing to expand Taxpayer Assistance Centers across the country.

o Opening Taxpayer Assistance Centers: Currently, the IRS has opened or reopened 54
Taxpayer Assistance Centers since the passage of the Inflation Reduction Act, including four
since November:

e Bellingham, Washington

e Eau Claire, Wisconsin

e Washington, Pennsylvania
e Media, Pennsylvania

Taxpayer Assistance Centers, which provide in-person support to local communities across the
country, will collectively offer over 8,000 more hours of in-person assistance than they did last
filing season.

o Taxpayer Assistance Center hiring update: As of the end of December, the IRS has hired 858
employees to staff Taxpayer Assistance Centers. This represents a 410 net increase in Taxpayer
Assistance Center staffing compared to Fiscal Year 2022, and IRS continues to hire to replace
departing staff.

Taxpayers deserve the same functionality in their online accounts that they experience with their bank or
other financial institutions. As detailed in the Strategic Operating Plan, in the next five years, taxpayers
will be able to securely file all documents and respond to all notices online and securely access and
download their data and account history. The IRS has hit or has in progress several milestones toward
this goal, including the launch of Business Tax Account, the expansion of the Document Upload Tool to
accept responses to nearly all notices and letters, and the launch of digital mobile-adaptive forms.

e Respond to notices online: Taxpayers are now able to respond to notices online. Until Filing
Season 2023, when taxpayers received notices for things like document verification, they had to
respond through the mail. During Filing Season 2023, taxpayers were able to respond to 10 of the
most common notices for credits like the Earned Income and Health Insurance Tax Credits
online, saving them time and money. By July 2023, taxpayers had the option to respond to 61
IRS notices and letters, and by October 2023, taxpayers could respond to all notices and letters
that do not have a filing or payment action. As of December, the IRS has received more than
45,000 responses to notices via the online tool.
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o Processing Status for Tax Forms dashboard: The IRS has launched a public facing
Processing Status for Tax Forms dashboard listing current processing status for key forms (e.g.,
1040, 941) and general correspondence. The IRS operations: Status of mission-critical functions
webpage has also been updated to link to the new dashboard. For electronically filed forms,
processing status is the typical number of days it currently takes to process a form after receipt
from the taxpayer. For paper forms, processing status reflects which month of receipt is currently
being processed. The IRS included forms that had significant volumes of submission in paper
format and lead to a follow-on action for the taxpayer after submissions are processed. For
example, forms that trigger refunds or the receipt of an Individual Taxpayer Identification Number
(ITIN). The page is updated weekly to reflect current processing status.

e Voice bots on Where’s My Refund? and Where’s My Amended Return?: IRS launched
natural voice language voice bots for taxpayers calling about refunds and amended returns.
These voice bots allow callers to ask questions using natural language instead of following menu-
driven prompts.

In addition, the IRS continues to expand the functionality of several online platforms:

o With the latest updates to Individual Online Account, individuals can now save multiple bank
accounts, validate bank account information and display their bank name. Individuals can also
schedule and cancel payments and expand and revise payment plans.

e The IRS launched the second phase of Business Tax Account that expands its capabilities and
eligible entity types. As a result, individual partners of partnerships and individual shareholders of
S corporation businesses are now eligible for a business tax account, in addition to sole
proprietors with an employer identification number (EIN). Eligible entities can now access
business tax transcripts and view digital notices and letters.

o Enhancements to Tax Pro Account include the ability to manage active client authorizations with
the Centralized Authorization File (CAF) database, view and manage active authorizations, and
view their individual and business clients’ tax information including business balance due and
canceled and returned checks for individuals.

Modernizing technology

On the technology side, the IRS is modernizing decades-old technology to drive the agency’s efforts to
provide world-class customer service and protect taxpayers’ data.

o Digitalization: The IRS also continues to make significant progress scanning and e-filing paper
returns. By the end of February, the IRS will have replaced scanning equipment that is older than
five years and the automated mail-sorter machines in the six highest-volume locations,
streamlining the process of mail sorting, opening and scanning. As of the end of December, the
IRS had scanned more than 1.5 million forms during the 2023 calendar year — more than
484,000 Forms 940, 907,000 Forms 941 and more than 111,000 Forms 1040. Digitization has
far-reaching implications for how the IRS can improve service.

For further information:
e Strategic Operating Plan
e |RS.gov Tools
e Taxpayer Experience Days
e Taxpayer Online Account




' Internal Revenue Service
Media Relations Office

m N Washington, D.C.

eWS Media Contact: 202.317.4000

IRS R | Public Contact: 800.829.1040

e e aS e www.irs.gov/newsroom

e Tax Information in Non-English Languages

-30-

10



Internal Revenue Service

Media Relations Office

m N Washington, D.C.
eWS Media Contact: 202.317.4000

IRS Public Contact: 800.829.1040
R e | e aS e www.irs.gov/newsroom

IRS helps taxpayers by providing penalty relief on nearly 5 million 2020 and
2021 tax returns; restart of collection notices in 2024 marks end of pandemic-
related pause

IR-2023-244, Dec.19, 2023

WASHINGTON - In a major step to help people who owe back taxes, the Internal Revenue Service today
announced new penalty relief for approximately 4.7 million individuals, businesses and tax-exempt organizations
that were not sent automated collection reminder notices during the pandemic.

The IRS will be providing about $1 billion in penalty relief. Most of those receiving the penalty relief make under
$400,000 a year.

Due to the unprecedented effects of the COVID-19 pandemic, the IRS temporarily suspended the mailing of
automated reminders to pay overdue tax bills starting in February 2022. These reminders would have normally
been issued as a follow up after the initial notice. Although these reminder notices were suspended, the failure-to-
pay penalty continues to accrue for taxpayers who did not fully pay their bills in response to the initial balance due
notice.

Given this unusual situation, the IRS is taking several steps in advance of resuming normal collection notices for
tax years 2020 and 2021 to help taxpayers with unpaid tax bills, including some people who have not received a
notice from the IRS in more than a year.

To help taxpayers as the normal processes resume, the IRS will be issuing a special reminder letter starting next
month. The letter will alert the taxpayer of their liability, easy ways to pay and the amount of penalty relief, if
applied. The IRS urges taxpayers who are unable to pay their full balance due to visit IRS.gov/payments to make
arrangements to resolve their bill.

The IRS is also taking steps to waive the failure-to-pay penalties for eligible taxpayers affected by this situation for
tax years 2020 and 2021. The IRS estimates 5 million tax returns -- filed by 4.7 million individuals, businesses,
trusts, estates and tax-exempt organizations -- are eligible for the penalty relief. This represents $1 billion in
savings to taxpayers, or about $206 per return.

As a first step, the IRS has adjusted eligible individual accounts and will follow with adjustments to business
accounts in late December to early January, and then trusts, estates and tax-exempt organizations in late
February to early March 2024. Nearly 70 percent of the individual taxpayers receiving penalty relief have income
under $100,000 per year.

The IRS is releasing Notice 2024-7, which explains how the agency is providing failure-to-pay penalty relief to
eligible taxpayers affected by the COVID-19 pandemic to help them meet their federal tax obligations.

“As the IRS has been preparing to return to normal collection mailings, we have been concerned about taxpayers
who haven’t heard from us in a while suddenly getting a larger tax bill. The IRS should be looking out for
taxpayers, and this penalty relief is a common-sense approach to help people in this situation,” said IRS
Commissioner Danny Werfel. “We are taking other steps to help taxpayers with past-due bills, and we have
options to help people struggling to pay.”

This penalty relief is automatic. Eligible taxpayers don’t need to take any action to get it. Eligible taxpayers who
already paid their full balance will benefit from the relief, too; if a taxpayer already paid failure-to-pay penalties
related to their 2020 and 2021 tax years, the IRS will issue a refund or credit the payment toward another
outstanding tax liability.
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The penalty relief only applies to eligible taxpayers with assessed tax under $100,000. Eligible taxpayers include
individuals, businesses, trusts, estates and tax-exempt organizations that filed certain Forms 1040, 1120, 1041
and 990-T income tax returns for tax years 2020 or 2021, with an assessed tax of less than $100,000, and that
were in the IRS collection notice process -- or were issued an initial balance due notice between Feb. 5, 2022,
and Dec. 7, 2023. The IRS notes the $100,000 limit applies separately to each return and each entity. The failure-
to-pay penalty will resume on April 1, 2024, for taxpayers eligible for relief.

Taxpayers who are not eligible for this automatic relief also have options. They may use existing penalty relief
procedures, such as applying for relief under the reasonable cause criteria or the First-Time Abate program. Visit
IRS.gov/penaltyrelief for details.

If the automatic relief results in a refund or credit, individual and business taxpayers will be able to see it by
viewing their tax transcript. The IRS will send the first round of refunds starting now through January 2024. If a
taxpayer does not receive a refund, a special reminder notice may be sent with their updated balance
beginning in early 2024. Taxpayers with questions on penalty relief can contact the IRS after March 31, 2024.

Help for taxpayers needing assistance
The IRS reminds taxpayers that there are a number of payment options and online tools that can help taxpayers
with unpaid tax debts, whether it's a new tax bill or a long-standing tax debt for an unfiled return.

“The IRS wants to help taxpayers and provide them easy options to deal with unpaid tax bills and avoid additional
interest and penalties,” said Werfel. “People receiving these notices should remember that there are frequently
overlooked options that can help them set up an automatic payment plan or catch up with their tax filings. Making
additional improvements in the collection area will be an important focus for the IRS going forward as we continue
and accelerate our transformation work.”

Following funding from the Inflation Reduction Act, it's now easier for taxpayers to get assistance with tax bills
with new self-help tools, like the IRS Document Upload Tool, improved phone service with callback features and
the addition of bots that can answer simple questions, set up or modify a payment plan and request a transcript.
The IRS also encourages taxpayers to get an IRS Online Account, where they can see information about an
unpaid tax bill or apply for an online payment plan.

Resumption of collection notices begins in 2024

In January, the IRS will begin sending automated collection notices and letters to individuals with tax debts prior
to tax year 2022, and businesses, tax exempt organizations, trusts and estates with tax debts prior to 2023, with
exceptions for those with existing debt in multiple years. These notices and letters were previously paused due to
the pandemic and high inventories at the IRS but will gradually resume during the next several months. Current
tax year 2022 individual and third quarter 2023 business taxpayers began receiving automated collection notices
this fall as the IRS took steps to return to business as usual.

The pause in collection mailings affected only follow-up reminder mailings. The IRS did not suspend the mailing of
the first, or initial, balance due notices for taxpayers such as the CP14 and CP161 notices.

The pause meant that some taxpayers who have long-standing tax debt have not received a formal letter or
notice from the IRS in more than a year while some of this older collection work has been paused. To help the
taxpayers in this category as the normal processes resume, the IRS will be issuing a special reminder letter to
them starting next month.

This reminder letter will alert the taxpayer of the liability and will direct them to contact the IRS or make alternative

arrangements to resolve the bill. Tax professionals and taxpayers will see these reminder letters in the form of
letter LT38, Reminder, Notice Resumption.
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This letter will remind taxpayers about their tax liability, giving them an opportunity to address the tax issue before
the next round of letters are issued. After receiving the reminder mailing, these taxpayers with long-standing
unresolved tax issues will receive the next notice, informing them of a more serious step in the tax collection
process.

The IRS urges taxpayers to carefully read any letter or notice they receive before calling the IRS. There are also
important resources available to get help for tax debt on IRS.gov.

The IRS will issue these balance due notices and letters in gradual stages next year to ensure taxpayers who
have questions or need help are able to reach an IRS assistor. This will also provide additional time for tax
professionals assisting taxpayers.

Here's what taxpayers should know about possible penalties and interest
Taxpayers who owe tax and don't file on time may be charged a failure-to-file penalty. This penalty is usually 5
percent of the tax owed for each month or part of a month that the tax return is late, up to 25 percent.

The failure-to-pay penalty applies if a taxpayer doesn't pay the taxes they report on their tax return by the due
date or if the taxpayer doesn’t pay the amount required to be shown on their return within 21 calendar days of
receiving a notice demanding payment (or 10 business days if the amount is greater than $100,000).

The IRS is required by law to charge interest when a tax balance is not paid on time. Interest cannot be reduced
due to reasonable cause. Interest is based on the amount of tax owed for each day it's not paid in full. The
interest is compounded daily, so it is assessed on the previous day's balance plus the interest. Interest rates are
determined every three months and can vary based on type of tax; for example, individual or business tax
liabilities. More information is available on the interest page of IRS.gov.

-30-
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IRS offers several payment options, including help for those
struggling to pay

FS-2024-16, April 2024

Taxpayers have a variety of options to consider when paying federal taxes. Electronic payment
options are the best way to make a tax payment.

For taxpayers who cannot pay in full, the IRS encourages them to pay what they can and explore a
variety of payment options available for the remaining balance, including getting a loan to pay the amount
due. In many cases, loan costs may be lower than the combination of interest and penalties the IRS must
charge by law.

The IRS also urges taxpayers not to wait to respond to a notice. Notices and letters provide taxpayers
with information about the actions they need to take. Many notices have QR codes that help direct
taxpayers to their online tax accounts. In addition, these letters inform the taxpayer of the status of their
unpaid balance, options for resolution and their rights in the collection process.

For taxpayers who can't pay their tax bill in full, the IRS offers several options to help them meet their
obligations. IRS payment options are available at IRS.gov/payments.

Options for paying electronically

o Direct Pay — Individual taxpayers can use Direct Pay for up to two payments each day. Direct
Pay lets taxpayers pay online directly from a checking or savings account for free and schedule
payments up to 365 days in advance. They'll receive an email confirmation of their payments.

o Electronic Federal Tax Payment System (EFTPS) — The best payment option for individual
taxpayers or businesses making large payments is the EFTPS, which allows up to five payments
per day. The system requires enrollment. Taxpayers can schedule payments up to 365 days in
advance and opt in to receive email notifications about their payments.

o Electronic funds withdrawal — Individual taxpayers and businesses can pay when they file
electronically using tax software online. If they're using a tax preparer, they can ask the preparer
to make the tax payment through an electronic funds withdrawal from a bank account.

o Payment processor — Individual taxpayers and businesses can choose to pay with a credit card,
debit card or digital wallet through a payment processor. Although processing fees apply, no part
of those go to the IRS.

¢ IRS Online Account — Individual taxpayers have the option to create and sign into an IRS Online
Account to pay from there. Online Account allows taxpayers to view:

The amount they owe.

Payment history and any scheduled or pending payments.
Payment plan details.

Digital copies of select notices from the IRS.

O O O O
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Paying by check, money order or cashier's check

If they’re paying an income tax liability that's currently due without an accompanying income tax return,
taxpayers paying by check, money order or cashier's check should include Form 1040-V, Payment
Voucher, with the payment.

¢ Mail the payment to the correct address by state or form. Don't send cash through the mail.
Indicate on the check memo line the specific tax year to which the IRS should apply the payment.

e Those paying when filing their current year's income tax return shouldn't staple or paperclip the
payment to the return. For more information go to Pay by Check or Money Order on IRS.gov.

Paying by cash

Individuals and businesses preferring to pay in cash can do so at a participating retail store. There's a
$500 limit per payment, and processing fees apply.

Other options
Most taxpayers also have the following payment options if they can't pay in full now:

o Payment plans —Taxpayers who owe but can’t pay in full don’t have to wait for a tax bill to set up
a payment plan (or installment agreement) to pay off an outstanding balance over time. Most
taxpayers qualify and can set up a payment plan through the Online Payment Agreement (OPA)
tool, as well as using IRS text or voice bots. Once taxpayers complete the online application, they
receive immediate notification of whether the IRS has approved their payment plan. Taxpayers
can set up a plan using OPA in minutes. There's no paperwork and no need to call, write or visit
the IRS. Setup fees may apply for some types of plans.

o Offer in Compromise — An Offer in Compromise allows qualifying taxpayers to settle their tax
liabilities for less than the total amount they owe. To help determine their eligibility, they can use
the Offer in Compromise Pre-Qualifier tool.

o Temporarily Delaying Collection — Taxpayers can contact the IRS to request a temporary delay
of the collection process. If the IRS determines a taxpayer is unable to pay, it may delay
collection until the taxpayer's financial condition improves. Penalties and interest continue to
accrue until the taxpayer pays the full amount.
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An Overview of the IRS’s 2024 “Dirty Dozen” Tax Scams

Compiled annually, the Dirty Dozen lists a variety of common scams that taxpayers can encounter anytime.
The IRS warns taxpayers, tax professionals and financial institutions to beware of these scams.

Phishing and smishing scams

Taxpayers and tax professionals should be alert to fake communications from those posing as
legitimate organizations in the tax and financial community, including the IRS and state
agencies. These messages arrive in the form of an unsolicited text (smishing) or email (phishing)
to lure unsuspecting victims to provide valuable personal and financial information that can lead
to identity theft. The IRS initiates most contacts through regular mail and will never initiate
contact with taxpayers by email, text or social media regarding a bill or tax refund.

Employee Retention Credit claims

Unscrupulous and aggressive promoters of questionable claims for the Employee Retention Tax
Credit (ERC) continue to mislead taxpayers into believing that every employer qualifies for ERC.
Businesses still have an option to pull back on any unprocessed ERC claims to avoid future
repayment, interest and penalties. Claims that are withdrawn will be treated as if they were never
filed. The IRS has already received more than $250 million in withdrawals as the agency
continues intensifying audits and criminal investigation work in this area. Employers who
submitted claims are encouraged to review the complex ERC requirements and talk to a trusted
tax professional about their eligibility amid misleading marketing around the credit.

Online account help from third-party scammers

Swindlers pose as a "helpful” third party and offer to help create a taxpayer's IRS Online Account
at IRS.gov. In reality, no help is needed. The online account provides valuable tax information. But
third parties making these offers will try to steal a taxpayer's personal information this way. They
can sell the information or use the sensitive details to file fraudulent tax returns, obtain loans and
open credit accounts. Taxpayers should establish their own online account through IRS.gov.

False Fuel Tax Credit claims

The fuel tax credit is meant for off-highway business and farming use. It's not available to most
taxpayers. However, unscrupulous tax return preparers and promoters entice taxpayers with
inflated refunds to fraudulently claim fuel credits by creating false documents or receipts for fuel.
These promoters charge inflated fees, increasing their own financial interest, while leaving the
taxpayer with future risk of compliance action. The IRS has heightened inspection with the
increase filing for fuel credits using Form 4136, Credit for Federal Tax Paid on Fuels.

Offer in Compromise mills

Offers in Compromise are an important program to help people who can't pay to settle their
federal tax debts. But "mills" aggressively promote Offers in Compromise in misleading ways,
frequently in radio and TV ads, to people who clearly don't meet the qualifications, frequently
costing taxpayers thousands of dollars. A taxpayer can check their eligibility for free using the
IRS Offer in Compromise Pre-Qualifier tool.

The list is not a legal document or a literal listing of agency enforcement priorities. It is designed to raise awareness

among a variety of audiences that may not always be aware of developments involving tax administration.
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Fake charities

Caution is needed whenever real tragedies occur because of scammers preying on well-meaning
taxpayers with fake charities. These scammers create fake organizations to steal money and
personal information. Taxpayers who give money or goods to a charity should check the Tax-
Exempt Organization Search (TEOS) tool on IRS.gov to ensure legitimacy. Only deductions to
legitimate charities might be claimed as a deduction by taxpayers on their federal tax return if they
itemize their deductions.

Unscrupulous tax return preparers

Most tax preparers provide outstanding and professional service. However, people should be
careful of shady tax professionals and watch for common warning signs, including charging a fee
based on the size of the refund. Avoid "ghost" preparers, who will prepare a tax return but refuse
to sign or include their IRS Preparer Tax Identification Number (PTIN). Taxpayers should never
sign a blank or incomplete return. Unethical preparers may file false tax returns and steal
valuable personal information. After the tax return is prepared, these preparers can simply
disappear, leaving well-meaning taxpayers to deal with the consequences.

Social media: Not the ideal place for solid tax advice

Social media can lure good taxpayers into trouble with the circulation of inaccurate or misleading
tax information. Scammers use social media to entice taxpayers with schemes to increase their
refunds. These can involve common tax documents like Form W-2 or more uncommon ones like
Form 7202, Schedule H or Form 8944. While all of these forms are real, they are intended for a
very limited, specialized group. These schemes encourage people to file fraudulent, inaccurate
information in hopes of getting a refund. Taxpayers should always remember that if something
sounds too good to be true, it probably is.

Spearphishing and cybersecurity for tax professionals and businesses

Phishing emails or text messages are designed to get users to provide personal information.
Spearphishing is a tailored phishing attempt to a specific organization or business. A successful
spearphishing attack can steal client/customer data and tax preparers’ identities, allowing thieves
to file fraudulent returns. Some requests look like they come from an official source asking for
sensitive Form W-2 information. Sidestep spearphishing by never clicking suspicious links, double
checking requests with the original sender and being vigilant year-round.

Schemes aimed at high-income filers

High-income, high-wealth taxpayers are targeted by questionable tax practitioners and
independent promoters selling schemes aimed at reducing taxes. These potentially abusive
arrangements involve things like improper art donation deductions, Charitable Remainder
Annuity Trusts and monetized installment sales. These tax traps are advertised by aggressive
promoters, who misapply the rules and leave filers vulnerable.

Boqus tax avoidance strategies and schemes with international elements

Beware of promoters peddling bogus tax schemes aimed at reducing taxes or avoiding them
altogether. These schemes can take many shapes, including abusive deals involving syndicated
conservation easements and micro-captive insurance arrangements. They can involve an
international component, such as hiding cash and digital assets offshore or using Maltese foreign
individual retirement accounts or foreign captive insurance. Unscrupulous promoters often
recommend digital assets as being untraceable and undiscoverable by the IRS. However, the IRS
can identify and track anonymous transactions of digital assets around the globe.

Help stop fraud and scams
Visit IRS.gov/scams to find Form 14242, Report Suspected Abusive Tax Promotions or Preparers.
Submit the form online, by mail or by fax.
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To protect against identity theft, IRS adds additional protections to
Centralized Authorization File, Transcript Delivery System; changes
designed to protect sensitive tax pro, taxpayer information

IR-2024-136, May 9, 2024

WASHINGTON — With identity theft and refund fraud an ongoing concern, the Internal
Revenue Service today highlighted additional protections for tax professionals being taken to
increase security for the Centralized Authorization File (CAF) program and placed new
guidelines on requesting client transcripts by phone.

“Tax professionals continue to present a tempting target to identity thieves and fraudsters,” said
IRS Return Integrity and Compliance Services Director James Clifford. “With identity theft an
ongoing concern, the IRS has taken additional steps needed to protect both tax professionals
and their clients given the sensitivity and importance of the information involved. The IRS will
continue working with the tax professional community on these issues to minimize burden on
practitioners while also working to ensure the safety and security of this information.”

The IRS has become increasingly concerned about the risk a compromised CAF number
presents to tax professionals and taxpayers. In these cases, there is risk that fraudsters could
use a compromised CAF to obtain transcripts and other sensitive taxpayer personally
identifiable information (PII) to commit identity theft refund fraud and other crimes. In many
cases, the fraudster has not only obtained a practitioner's CAF number but also has the
practitioner’s sensitive personal information.

To address this issue, the IRS has a process in which suspected compromised CAF numbers
are placed into a suspended status pending further review. Once placed into a suspended
status, the owner of the CAF number will be contacted to confirm if the CAF number has been
compromised. If the compromise is confirmed, the IRS will take the appropriate actions to
address the compromised CAF number. The IRS recognizes the significance of the CAF
process and is continuously working on ways to expedite this review process for impacted
practitioners.

More information about this issue can be found in a special alert issued today by the IRS Office
of Professional Responsibility.

In addition to the changes being made to protect tax professionals from a compromised CAF
number, the IRS has also taken related security steps to change how tax professionals can
order transcripts by phone through the Transcript Delivery System (TDS).

Tax professionals now need to call the Practitioner Priority Service (PPS) line to request
transcripts to be deposited into their Secure Object Repository (SOR) mailbox. IRS employees
on other phone lines may not be authorized to provide transcripts through the SOR delivery
method. Tax professionals will need to pass enhanced authentication. If the identity of the caller
cannot be verified, transcripts will not be delivered using the SOR delivery method but will
instead be mailed to the taxpayer’s address of record.
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Tax professionals should also be on the lookout for unsolicited scam emails asking to provide
credential information such as CAF number, Electronic Filing Identification Number (EFIN)
information and driver’s license. These emails may look like they are coming from the IRS or a
tax software company. Tax professionals who receive these unsolicited emails should report
them to phishing@irs.gov.

As work in this important area continues, the IRS will remain in contact with national tax
professional organizations and others in the tax community.

-30-
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https://www.irs.gov/tax-professionals/circular-230-tax-professionals
https://www.irs.gov/pub/irs-pdf/pcir230.pdf
https://www.irs.gov/tax-professionals/frequently-asked-questions
https://www.irs.gov/tax-professionals/news-and-guidance-from-opr
https://www.irs.gov/tax-professionals/disciplinary-sanctions-internal-revenue-bulletin
https://www.irs.gov/tax-professionals/opr-webinar-information
https://www.irs.gov/tax-professionals/annual-filing-season-program
https://www.irs.gov/pub/irs-pdf/pcir230.pdf
https://www.irs.gov/pub/irs-pdf/f2848.pdf
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IRS Employee Retention Credit compliance effort tops $1 billion threshold
since fall; Voluntary Disclosure Program suspended after March 22,
special withdrawal program remains open as audits, investigations
intensify

IR-2024-78, March 22, 2024

WASHINGTON - The Internal Revenue Service announced today that compliance efforts around erroneous
Employee Retention Credit (ERC) claims have topped more than $1 billion so far since last fall as work
continues on a number of efforts to counter questionable claims pushed by aggressive marketing, including an
aggressive push on claims made for 2021.

“The IRS has made important progress in our compliance efforts protecting more than $1 billion in revenue in
just six months, but we remain deeply concerned about widespread abuse involving these claims that have
harmed small businesses,” said IRS Commissioner Danny Werfel. “We are encouraged by the results so far of
our initiatives designed to help misled businesses, and the IRS will continue our broader compliance work given
the aggressive marketing we’ve seen with this credit.”

Three IRS ERC initiatives have protected more than $1 billion just since the IRS instituted a processing
moratorium on new claims beginning Sept. 14, 2023. An additional $3 billion in claims is being reviewed by IRS
Criminal Investigation. Key figures from the three programs show:

e The special ERC Voluntary Disclosure Program (VDP), has yielded more than $225 million from over
500 taxpayers with another 800 submissions still being processed and more being filed at the last
minute before the deadline.

e The ongoing claim withdrawal process for those with unprocessed ERC claims has led to 1,800 entities
withdrawing $251 million.

e The IRS has determined that more than 12,000 entities filed over 22,000 claims that were improper and
resulted in $572 million in assessments. The IRS is continuing this work, and more activity is planned in
this — and other areas in the months ahead.

The amount protected by these IRS ERC initiatives will continue to grow as additional voluntary disclosures are
processed, additional claims are withdrawn and additional compliance work is completed. The statistics above
are through March 15.

These ERC initiatives are working to protect businesses from ERC promoters that shared misleading
information or misrepresented eligibility rules and lured businesses to apply for the ERC when they didn’t
qualify. The ERC program began as a critical effort to help businesses during the pandemic, but the program
later became the target of aggressive marketing well after the pandemic ended. Some promoter groups may
have called the credit by another name, such as a grant, business stimulus payment, government relief or other
names besides ERC or Employee Retention Tax Credit (ERTC).

ERC VDP suspended after March 22; could potentially reopen at a future date

The IRS announced today it will suspend the VDP after March 22. The IRS may reopen the VDP at a future date
depending on whether Congress extends the statute of limitations for ERC claims. The Treasury Department
has proposed extending the statute of limitations to give the IRS additional time to address unscrupulous ERC
claims.

Currently, the statute of limitations for claims processed for Tax Year 2020 will expire on April 15. Assessments

on Tax Year 2020 claims will cease after this date. However, compliance activities regarding Tax Year 2021
ERC claims will continue since that statute does not expire until later.
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“The IRS continues to closely monitor discussions in Congress regarding ERC and the need to extend by
statute critical tools to protect against improper claims,” Werfel said. “In any scenario, the IRS will continue
working on a wide range of ERC issues, including the larger dollar 2021 erroneous claims.”

If the VDP is reopened at a future date, the terms will be no better than the current program, which offers a
special 20% discount.

The ERC Voluntary Disclosure Program, available through March 22, 2024, is for employers who need to repay
ERCs they received through Dec. 21, 2023, either as a refund or as a credit on a tax return. This option lets a
taxpayer repay the incorrect ERC, minus 20%, for any tax period they weren't eligible for the ERC. Generally,
businesses who enter this program don’t have to amend other returns affected by the incorrect ERC and don’t
have to repay interest they received from the IRS on an ERC refund.

The IRS anticipates more participants will enter the disclosure program into the final hours, so the more than
$225 million in disclosed ERCs will increase.

Special withdrawal program remains open beyond March 22 for those with
unprocessed ERC claims

As the IRS continues its moratorium on processing ERC claims submitted after Sept. 14, 2023, businesses will
continue to have an option to pull back on any unprocessed claims.

Businesses should quickly pursue the claim withdrawal process if they need to ask the IRS not to process an
ERC claim for any tax period that hasn’t been paid yet. Taxpayers who received an ERC check but haven’t
cashed or deposited it can also use this process to withdraw the claim and return the check. The IRS will treat
the claim as though the taxpayer never filed it. No interest or penalties will apply.

The IRS currently has more than 1 million unprocessed ERC claims, so the claim withdrawal process remains
an important option for businesses who may have submitted an improper claim.

“We continue to see instances where businesses were misled into filing dubious claims, and we urge people to
review the guidelines and take steps to withdraw their claims to avoid future compliance action by the IRS,”
Werfel said.

ERC claim recapture will expand; audits, investigations intensify

The IRS has already sent more than 12,000 letters to entities recapturing the ERC claim that was previously
paid. This puts businesses in a position where they owe 100% of the ERC paid to them, plus penalties and
interest dating back to the date the ERC was paid.

This initial round of letters covers Tax Year 2020. More letters are planned in coming months to address Tax
Year 2021, which involved larger claims. Congress increased the maximum ERC from $5,000 per employee per
year in 2020, to $7,000 per employee for each quarter of the year in 2021.

Among the other IRS compliance actions underway:

e Audits: The IRS has thousands of ERC claims currently under audit.

e Promoter investigations: The IRS is gathering information about suspected abusive tax promoters and
preparers improperly promoting the ability to claim the ERC. The IRS’s Office of Promoter Investigations
has received hundreds of referrals from internal and external sources. The IRS will continue civil and
criminal enforcement efforts of these unscrupulous promoters and preparers.

e Criminal investigations: As of Feb. 29, 2024, IRS Criminal Investigation has initiated more than 386
criminal cases, with claims worth almost $3 billion. Twenty-five investigations have resulted in federal
charges, with 12 convictions and six sentencings with an average sentence of 24 months.
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Processing moratorium on new claims continues into the late spring

On Sept. 14, 2023, amid concerns about aggressive ERC marketing, the IRS announced a moratorium on
processing new claims. A specific resumption date hasn’t been determined but, at this point, the IRS anticipates
it will be sometime in the late spring.

This pause will help the IRS review the ERC inventory with strong, new measures of scrutiny in place. During
the upcoming months, the IRS plans to complete the transcription of amended paper returns with the help of
digitalization and deploy new risk analysis strategies to identify additional compliance work.

Deploying these new risk analysis strategies is necessary before the IRS will resume processing of claims
submitted after the September 14 moratorium.

In the meantime, the IRS continues to process ERC claims submitted before the moratorium, but with more
scrutiny and at a much slower rate than before the agency’s approach changed last year.

Help for businesses that may have been misled on ERC

Some promoters told taxpayers every employer qualifies for ERC. The IRS and the tax professional community
emphasize that this is not true. Eligibility depends on specific facts and circumstances. The IRS has dozens of
resources to help people learn about and check ERC eligibility and businesses can also consult their trusted tax
professional. Key IRS materials include:

o ERC Eligibility Checklist (interactive version and a printable guide) includes cautions about common
areas of misinformation and links to facts and examples.

e 7 warning signs ERC claims may be incorrect outlines tactics that unscrupulous promoters have
used and why their points are wrong.

e Frequently asked questions about the Employee Retention Credit includes eligibility rules,
definitions, examples and more.

-30-
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Document Upload Tool reaches key milestone; 1 million submissions
received

IR-2024-155, June 05, 2024

WASHINGTON - The Internal Revenue Service announced today reaching another key milestone in the
agency’s transformation work with the Document Upload Tool accepting its one millionth taxpayer
submission.

Use of the Document Upload Tool, sometimes referred to as DUT, continues to grow. During the first six
months of this fiscal year, more than 265,000 taxpayers used the tool, and the number continues to grow
each month.

Initially launched in 2021 in a limited format and greatly expanded in 2023 with funding from the Inflation
Reduction Act (IRA), the tool offers taxpayers and tax professionals the option to respond digitally to
eligible IRS notices by securely uploading required documents online through IRS.gov. For anyone with a
smart phone or computer, this means that replying to IRS notices is now often as easy as scanning
required documents and uploading them to the tax agency.

“The Document Upload Tool is a key part of our ambitious initiative to transform the IRS into a virtually
paperless agency, and we continue to see increased use of this by taxpayers,” said IRS Commissioner
Danny Werfel. “This tool saves time for taxpayers and helps IRS employees process responses faster
and more efficiently. A growing number of taxpayers are using their smart phones or computers to scan
and upload their responses to IRS correspondence, rather than the more time-consuming option of
writing a letter or mailing in documents.”

The Document Upload Tool has shown steady growth over time as well. Since 2022, average monthly
use of the DUT has more than doubled every year, from around 16,000 in 2022, to around 37,000 in 2023
and finally almost 84,000 so far in 2024. The document submissions cover a wide range of tax issues,
including responding to IRS Notice CP2000, where the agency notifies taxpayers of potentially
underreported income.

The IRS receives about 76 million paper tax returns and forms, as well as 125 million pieces of
correspondence, notice responses and non-tax forms each year. In the past, the agency’s limited
capability to accept these forms digitally or to digitize paper has added time-consuming steps that has
created challenges for taxpayers, tax professionals and IRS employees. For decades, the only option
available was to have taxpayers or their representatives mail or fax these documents to the tax agency.

The IRS estimates that more than 94% of individual taxpayers will have the option of no longer having to
send mail to the IRS, potentially replacing up to 125 million paper documents per year, easing the
paperwork burden for both them and the IRS.

The IRS team of leaders that oversaw last year’s sweeping DUT expansion is now a finalist for the 2024
Samuel J. Heyman Service to America Medals. Known as the Sammies, the Samuel J. Heyman Service
to America Medals are considered to be the “Oscars” of public service.

To learn more about the Document Upload Tool, visit IRS.gov/DUT.
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= Get a breakdown by tax year. = View any pending or scheduled payments.
View or Create Payment Plans VieW Tax Pro Authorizations
= Learn about payment plan options. = View any authorization requests from tax professionals.
= Apply for a new payment plan. = Approve and electronically sign power of attorneys

and tax information authorizations from your tax

= Vi lan details if h t plan.
iew plan details if you have a payment plan professional.

Create or access your account at IRS.gov/account. If you don’t have an existing account,
have your photo identification ready.
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IRS Business Tax Account

Sole proprietorships, partnerships and S corporations can view their tax information with the IRS

and do more with Business Tax Account (BTA).

Depending on your business type, you can access several account features to manage your federal
tax obligations. Access to some features may be limited or unavailable depending on your role in
the business. At this time, a Limited Liability Company (LLC) that accounts for business income on a

Schedule C does not have access to BTA.

Sole proprietors

A sole proprietor who files business tax returns with an
employer identification number (EIN) can access these
features:

Profile

= View business information on file

= Manage business users

Account balance

= View balance due

= Make same-day and scheduled payments
= View payment history

Tax records

= View tax account transcripts

= View tax compliance report

= View tax certificate for award use

Other features

= Notices and letters

= Register for clean energy credits (if eligible)

GRS

IRS.gov/business
account

Partnerships and S corporations

An individual partner or individual shareholder may
access their business account if they have both of these:

= A Social Security number or an individual tax ID
number (ITIN)

= At least 1 Schedule K-1 (for partners, from 2012-2022;
for shareholders, from 2006-2022) on file

With this, they may access these features for the tax
years when they received their Schedule K-1 (access for
additional tax years coming soon):

Profile

= View business information on file
Account balance

= View balance due

= Make same-day and scheduled payments
= View payment history

How to use it

If you have an IRS Individual Online Account, use the same
login at IRS.gov/businessaccount. If you don’t have an
account, have your photo ID ready to verify your identity.

For your personal taxes, use IRS Individual Online Account.
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JOHNDEER | & Profie | @ Logout

Welcome JOHN DEER

O New: View taxpayer information

To get started, link your Centralized Authorization

Request Authorization —
Notifications
Send an individual taxpayer a request to their online account for Power of Attorney 44 et Notified by Emait

r Power of Attorney n Authorization (TIA
Sign up in your pr
REQUEST POA REQUEST TIA

Forms 2848 and
Your Requests Taxpayers 8821

tPOA

Transcript
Delivery System
(TDS)

IRS.gov/taxproaccount

Tax professionals: Save time with Tax Pro Account

Do more with Tax Pro Account
B View individual and business taxpayer information
B Submit Powers of Attorney (POA) or Tax Information Authorizations (TIA)

B View and withdraw from active authorizations

Benefits
B Submit and withdraw authorizations in real time
B Access taxpayer information with ease

B View entire inventory of active POA/TIA authorizations once the
Centralized Authorization File (CAF) is linked

B Sign-in with enhanced identify protection using ID.me credentials

Need to know
B Taxpayers have 120 days to approve authorizations through their Individual Online Account

B Taxpayers and tax professionals must have an address in the United States or the District
of Columbia
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Tax professionals: How to manage
authorizations using Tax Pro Account

Submit Powers of Attorney (POA) or Tax Information Authorization (TIA)
1. Enter tax professional’s and taxpayer’s details
B Professional’s details: name, address, Centralized Authorization File (CAF) number
B Taxpayer’s details: name, address, tax identification number (TIN)
2. Select tax matter(s) and period(s)
3. For POA: Check box as electronic signature and submit for validation
4. Optional: Inform taxpayer to approve the request in their Online Account

Link your Centralized Authorization File (CAF) number | ‘)
1. Select Link a CAF number from your profile }
2. Follow the 2-step process to request a PIN }'Linking your CAF is
and then enter your PIN. Allow 1-2 weeks for the a one-time process

PIN to arrive to the address registered on CAF.

View or withdraw active POA/TIA authorizations
1. Select a taxpayer in the Taxpayers tab
2. Click Authorizations to view active authorizations, regardless of how they were submitted
3. View authorization details or click withdraw

Once authorization is approved by the taxpayer or withdrawn by
the tax professional, it’s processed in CAF in real-time

Considerations for taxpayers and tax professionals
B Names and addresses must match IRS records exactly
B Must have an address in the United States or the District of Columbia
B POA can be initiated by attorneys, CPAs, enrolled agents, enrolled actuary and retirement
plan agents. TIA can be initiated by anyone with a valid CAF number.
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