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Who would have ever believed there could be six 
permanent or acting commissioners in just the first four 
months of 2025? This significant turnover in leadership 
reflects the ongoing turmoil within the IRS. Here’s the 
list of commissioners for this year so far:

1.	 Danny Werfel served as the permanent 
commissioner until Jan. 20.

2.	 Douglas O’Donnell followed Werfel’s 
resignation and held the position until Feb. 27.

3.	 Melanie Krause became acting commissioner 
after O’Donnell’s departure and resigned on  
April 8.

4.	 Gary Shapley was appointed acting 
commissioner on April 15.

5.	 Michael Faulkender was appointed three days 
later, on April 18.

6.	 Billy Long was nominated by President Trump in 
Dec. 2024. The Senate confirmation hearing has 
yet to be scheduled at the time of writing.

In addition to leadership changes, the Department 
of Government Efficiency (DOGE) has significantly 
impacted the IRS. Once employing approximately 
102,000 individuals, it’s believed that only 60,000 to 
70,000 IRS employees will remain after the current 
reductions. Here’s how that’s unfolding:

IRS workforce reduction breakdown:
1.	 Termination of temporary employees: About 

7,000 employees were cut in the first round.

2.	 Deferred resignation offers: Employees were 
offered financial incentives to resign voluntarily, 

resulting in over 20,000 resignations. Most of 
these employees reportedly have a 45-day grace 
period to opt out.

3.	 Reduction in force (RIF): Notices are being 
sent across multiple offices. For example, the 
IRS Communications and Liaison Office (C&L) 
is expected to lose between 65% and 75% of  
its workforce. The National Public Liaison 
(NPL) division, responsible for the IRS Tax 
Forums, advisory committees and stakeholder 
groups like NATP, is part of this office. In just 
90 days, the longtime director of C&L retired, 
and the newly appointed director has resigned 
under the same program.

Major areas of concern
As the IRS faces reduced staffing and funding, the 
ripple effects on taxpayers and tax professionals  
are considerable.

1.	 Increased wait times: Expect longer delays when 
calling the IRS or seeking in-person help. Estimates 
suggest contact success may drop by at least 50%. 
Up to 100 Taxpayer Assistance Centers may close, 
making live assistance nearly impossible.

2.	 Delayed return processing: Paper returns, in 
particular, may see drastically longer processing 
times, possibly doubling past benchmarks.

3.	 Delays in IRS correspondence: It’s unclear 
whether the volume of IRS notices will remain 
the same. Either way, responses will be delayed.  
A major concern is access to knowledgeable 
personnel who can provide guidance on 
complex issues.

IRS Turmoil and What It Means for  
Tax Professionals
By Larry Gray, CPA, CGMA
NATP IRS Liaison

IRS Update
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4.	 Collections disruption: Collections were 
suspended during the pandemic, a chaotic time. 
While some functions are now automated, 
it’s uncertain how collections will function 
amid current staffing challenges, especially in 
applying penalties and interest.

5.	 Audits and examinations: The loss of audit 
personnel, many among the 7,000 terminated, has 
left thousands of open audits in limbo. Taxpayers 
and professionals weren’t notified when agents 
departed, and many supervisors are also gone. 
The future of audits is unclear: Will they rely 
more on digital communications? Will they 
disproportionately affect lower-income taxpayers?

6.	 Lower voluntary compliance: Our tax system 
depends on voluntary compliance. As service 
declines, some individuals and businesses may 
choose not to file or report all income. Social 
media reveals conversations about “going 
off-grid” with taxes. Declining IRS services and 
responsiveness will likely contribute to even 
lower compliance.

7.	 Revenue decline: Projections show a 10% drop 
in tax revenue for Q1 2025, translating to an 
estimated loss of over $500 billion in revenue. 
Some data suggest future quarters may bring even 
greater losses.

So, what does this mean for us and  
our clients?
Simply put, our jobs just got harder. There are more 
questions than answers right now. In one of my recent 
interviews, I compared the IRS situation to the fourth 
quarter of a Super Bowl game:

The quarterback heads to the huddle, but the wide 
receiver walks off the field. The rookie fullback follows. 
Oh wow – the coach just quit, along with the assistant 
coach. More players are leaving the sidelines. No one on 
the field or in the stands knows what’s going on – or who 
will finish the game. But the game goes on.

More than 60% of the IRS workforce is eligible for 
retirement. With top-level executives leaving in waves, 
questions about the agency’s long-term viability  
are growing.

The road ahead
Having just completed my 49th tax season, I’ve seen my 
share of change, like the 1985 tax software crash, the 

1986 Tax Reform Act, the IRS restructuring in 1998, and 
the TCJA in 2017. But nothing compares to the turbulent 
waters ahead. There’s even a rumor that the IRS will 
attempt to go paperless in 6 to 12 months to resemble a 
banking or PayPal-like model.

So, how do we help our clients weather this storm?

In my firm, it’s business as usual. We prepare and file 
accurate returns on time, and our clients pay their taxes 
on time. Once a return is processed, they’re done for 
another year.

As we navigate this uncertainty, NATP and the 
government relations team will be here to support you.

The good news: FinCEN  
removes beneficial ownership 
reporting requirement
Here’s a bright spot in all this: On March 31, 2025, 
FinCEN released an interim final rule that exempts  
all U.S.-created entities (formerly known as “domestic 
reporting companies”) and their beneficial owners from 
reporting BOI (Beneficial Ownership Information)  
to FinCEN.

Foreign entities that now fall under the revised definition 
of a “reporting company,” and don’t qualify for an 
exemption, must still report their BOI. However, U.S. 
persons will not be required to report BOI on behalf of 
such foreign entities.

This is great news for many tax professionals –  
most of us will find that we have no clients subject  
to BOI reporting.  u

As the IRS faces reduced 
staffing and funding, the 
ripple effects on taxpayers 
and tax professionals are 
considerable.
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IRS releases fiscal year 2024 Data Book describing agency’s activities  
 
IR-2025-63, May 29, 2025 
 
WASHINGTON —The Internal Revenue Service today issued its annual Data Book detailing the agency's 
activities during fiscal year 2024 (Oct. 1, 2023 – Sept. 30, 2024). This year’s edition marks the 
publication’s 30-year anniversary; the first Data Book covered fiscal years 1993 and 1994 and was 
available in 1995. Prior to 1993, the IRS published annual reports, which date back to 1863. The Data 
Book provides a fiscal year statistical overview of the agency’s operations including returns received, 
revenue collected, taxpayer services provided, tax returns examined (audits), efforts to collect unpaid 
taxes and other details about the work of the IRS.  
 
IRS provided improved service to taxpayers 
The IRS provided improved levels of service during the past two filing seasons. During FY 2024, the IRS 
assisted taxpayers on 62.2 million occasions, up 3.2% compared to the prior fiscal year; the agency also 
improved its level of service and reduced call wait times.  
 
The IRS saw improvement in each of the major categories of taxpayer assistance – live telephone 
assistance, automated telephone assistance and assistance provided at Taxpayer Assistance Centers. 
The IRS’s toll-free customer service lines provided live telephone assistance to almost 20 million callers 
during FY 2024, up almost 11% compared to the previous year. At its Taxpayer Assistance Centers, the 
agency helped more than 2 million taxpayers in person, an increase of almost 26% compared to fiscal 
year 2023.  
 
Online self-service from the IRS 
During FY 2024, the IRS, through its Digital First initiative, launched more digital tools than it had during 
the prior 20 years, including initiatives for tax professionals and C corporations.  
 
The agency’s online offerings saw considerable use during FY 2024, including more than 2 billion 
electronic taxpayer assistance transactions – up 47% compared to the prior fiscal year’s total of 1.4 
billion. The most popular features were requests for transcripts and Where’s My Refund?  
 
Taxpayers made more than 382.8 million inquiries on the popular Where’s My Refund? tool, up 26% 
compared to the prior year; the tool enables taxpayers to check the status of their tax refunds. Overall, 
IRS.gov registered almost 690 million individual visits with 1.7 billion page views.  
 
Gross collections exceeded $5 trillion 
For the first time, revenue collected exceeded $5 trillion dollars, totaling $5.1 trillion, an increase of almost 
9% compared to the prior fiscal year total of $4.7 trillion. Revenue collected by the IRS accounts for about 
96% of all government funding.  
 
Data highlights 
The IRS processed more than 266 million returns and other forms from individuals, businesses and tax-
exempt organizations; received almost 4.6 billion information returns; and issued close to $553 billion in 
refunds to individual and business taxpayers during FY 2024.  
 
Examination 
In FY 2024, the IRS closed 505,514 tax return audits, resulting in $29 billion in recommended additional 
tax 

 
Collection 
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The IRS’s collection function collects federal taxes that have been reported or assessed but not paid and 
secures tax returns that have not been filed. During FY 2024, the net collections from this function totaled 
almost $77.6 billion, an increase of 13.6% compared to the prior fiscal year. During the past fiscal year, 
more taxpayers settled their tax debts through installment agreements – the agency’s payment plan 
program that allows individuals and small businesses to pay their debt over time. In FY 2024, the agency 
collected more than $16 billion through installment agreements, an increase of more than 12% compared 
to the prior fiscal year. 

  
To learn more, view the complete 2024 Data Book online. 
 

-30- 
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National Taxpayer Advocate delivers Annual Report to 
Congress; flags Employee Retention Credit, Identity Theft 
Victim Assistance processing delays and calls for adequate 
funding to improve taxpayer services 
 
IR-2025-04, Jan. 8, 2025 
 
WASHINGTON — National Taxpayer Advocate Erin M. Collins today released her 2024 Annual 
Report to Congress, finding overall improvement in IRS taxpayer service but also highlighting 
persistent challenges, particularly delays in processing Employee Retention Credit (ERC) claims 
and resolving Identity Theft Victim Assistance cases.  
 
“For the first time since I became the National Taxpayer Advocate in 2020, I can begin this report 
with good news: The taxpayer experience has noticeably improved,” Collins writes. “In 2024, 
taxpayers and practitioners experienced better service, generally received timely refunds, and 
faced shorter wait times to reach customer service representatives…. After receiving multiyear 
funding, the IRS has [also] made major strides toward improving its taxpayer services and 
information technology (IT) systems.” 
 
By law, the National Taxpayer Advocate’s report must identify the 10 most serious problems 
taxpayers face in their dealings with the IRS and make administrative and legislative 
recommendations to address those problems. Two of the most critical issues are: 
 
Continuing delays in processing Employee Retention Credit claims. As of Oct. 26, 2024, the 
IRS faced a backlog of about 1.2 million ERC claims, with many claims pending for more than a 
year. While the IRS has valid concerns about paying ineligible claims, the slow processing time is 
harming many eligible businesses that are relying on these funds to pay expenses. Additional 
concerns include lack of transparency for businesses trying to track the status of their claims; 
confusing disallowance letters that have omitted critical information; the use of audit-like 
procedures for disallowed claims without standard taxpayer audit protections; and significant 
delays for businesses whose refund checks were stolen and have waited months or longer to 
receive replacement checks. After the National Taxpayer Advocate’s report went to press, the 
Commissioner announced in mid-December he anticipates that approximately 500,000 additional 
claims will be processed in 2025, but the details and timing of the refunds are still to be 
determined. 
 
Continuing delays in resolving identity theft cases. For cases closed by the IRS’s Identity 
Theft Victim Assistance (IDTVA) unit in Fiscal Year 2024, the average time it took the IRS to 
resolve identity theft cases and issue refunds to the affected victims was almost two years. 
These delays impacted nearly half a million taxpayers and were even worse than the delays 
seen in FY 2023, when cases took almost 19 months to resolve. Collins again calls these delays 
“unconscionable” and recommends the IRS prioritize identity theft case resolution by keeping all 
IDTVA employees focused on these cases rather than reassigning them to other tasks during the 
filing season. In addition, she urged the agency to reduce case resolution times to 90 days or 
less. 
 
Adequate funding for taxpayer services, technology upgrades is critical 
In her preface to the report, Collins emphasizes the need for adequate funding to support critical 
taxpayer services and technology upgrades. She notes that the bulk of the nearly $80 billion in 
multiyear IRS funding provided by the Inflation Reduction Act (IRA) was allocated for tax law 
enforcement and has been controversial. She further notes, however, that there has been 
bipartisan support for the smaller amounts allocated for taxpayer services and IT modernization. 
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Stressing the importance of taxpayer services funding, she urges Congress, if it cuts IRA 
enforcement funding, not to make commensurate cuts to taxpayer services and IT. Congress 
should not, Collins urged, “inadvertently throw out the baby with the bathwater.” 
 
The following table shows the original IRA funding total broken out among the IRS’s four budget 
accounts, highlighting that only 4% of the funding was allocated for Taxpayer Services and only 
6% was allocated for Business Systems Modernization (BSM). 
 
Inflation Reduction Act IRS Funding Allocations 

IRS Budget Account Amount Allocated Percentage of Total 

Enforcement $45.6 billion 58% 

Operations Support $25.3 billion 32% 

Business Systems Modernization $4.8 billion 6% 

Taxpayer Services $3.2 billion 4% 

Total $78.9 billion 100% 
 
“I have previously criticized this extreme imbalance in funding priorities, and to improve the 
taxpayer experience, I have recommended that Congress either provide additional funding for 
the Taxpayer Services and BSM accounts or reallocate a portion of the Enforcement funding to 
those accounts. I reiterate that recommendation as the new Congress convenes,” Collins writes. 
 
The report highlights numerous examples of improvements the IRS has made using its multiyear 
funding. Taxpayer Services funding has enabled the IRS to hire more customer service 
representatives, allowing the agency to answer nearly 9 million more telephone calls than 2 
years earlier and to cut in half the average time needed to process individual taxpayer 
correspondence from about 7 months to about 3½ months. The IRS has also expanded in-
person help at its Taxpayer Assistance Centers, adding evening and weekend service in many 
locations to accommodate taxpayers who are unable to visit during normal business hours. 
 
BSM funding has supported critical automation improvements, allowing taxpayers to resolve 
issues without the involvement of an IRS employee. With these improvements, taxpayers can 
now obtain more information and transact more business with the IRS through their online 
accounts, use voicebots and chatbots to get answers to many of their questions, submit 
correspondence to the IRS electronically and communicate with the IRS through secure 
messaging in pending cases. Furthermore, the IRS now allows taxpayers to submit 30 of the 
most common taxpayer forms from mobile devices, which is a game-changer for the estimated 
15% of Americans who rely solely on their smartphones for internet access. 
 
“With sufficient funding for Taxpayer Services and BSM, I believe the IRS can exponentially build 
on the improvements of the last two years and produce a tax system that respects taxpayer 
rights, is world-class, and makes compliance easier, which will likely improve revenue collection 
as well,” Collins writes. 
 
Most serious taxpayer problems 

In addition to ERC and IDTVA processing delays, the report identifies eight other serious 
taxpayer problems, including the following: 
 
Continuing delays in IRS return processing are frustrating taxpayers and causing refund 
delays. The IRS receives more than 10 million paper-filed Forms 1040 each year and more than 
75 million paper-filed returns and forms overall. Until recently, IRS employees had to manually 
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transcribe the data from those returns into IRS systems. While the IRS has made strides toward 
automating return processing by scanning more than half of paper-filed returns and forms, it still 
has a long way to go to digitize all paper. Additionally, e-filed returns are sometimes rejected – 
nearly 18 million (about 12%) of e-filed Forms 1040 were rejected in the past year. The IRS 
generally rejects returns flagged by its fraud detection filters, but most rejected returns are valid, 
requiring taxpayers to jump through additional hoops to resubmit their returns electronically or 
submit their returns on paper. The report highlights the strain this puts on taxpayers, particularly 
low-income taxpayers eligible for refundable Earned Income Tax Credit (EITC) benefits. 
Taxpayer Advocate Service (TAS) recommends the IRS continue its efforts to automate tax 
processing including digitizing nearly all paper-filed returns by the 2026 filing season and 
enabling electronic processing of amended tax returns. 
 
Taxpayer service is often not timely or adequate. While taxpayer service improved across the 
IRS’s three main channels – telephone, in-person and online – significant service gaps remain. 
The IRS achieved an 88% “Level of Service” (LOS) on its Accounts Management lines during the 
filing season, but this measure excludes calls directed to telephone lines that fall outside the 
“Accounts Management” umbrella (30% of all calls in FY 2024), calls where a taxpayer hangs up 
before being placed in a calling queue, and calls made outside the filing season. Overall, the 
LOS for all toll-free lines in FY 2024 was just 56%, with only 31% of callers reaching an assistor. 
Of the 6.2 million calls the IRS received from taxpayers whose returns had been stopped by the 
IRS’s identify theft filters and who were calling to authenticate their identities, the IRS answered 
only about 20%. This has left millions of taxpayers without the support they need. TAS 
recommends the IRS adopt more accurate service metrics and prioritize answering non-
Accounts Management telephone lines that serve largely vulnerable taxpayer populations. 
Among these are the Installment Agreement/Balance Due, Taxpayer Protection Program, and 
Automated Collection System telephone lines. 

 
Continuing challenges in employee recruitment, hiring, training and retention are 
hindering the IRS’s ability to achieve transformational change in taxpayer service and tax 
administration. The IRS faces ongoing difficulties in hiring, training, and maintaining employees. 
Job postings are not consistently targeted to reach the desired candidates. The agency often 
takes several months to hire new employees, leading some candidates to accept other offers. 
New hires require extensive training before they become productive employees, and experienced 
employees often must be reassigned to train them. Additionally, a Congressional Budget Office 
study published in 2024 found that federal employees with professional degrees earn almost 
29% less than their non-federal counterparts, making it harder for the IRS to compete in the tight 
job market. TAS recommends the IRS explore alternative recruitment platforms, review pay 
disparities and implement strategies to improve employee retention. 
 
Legislative recommendations: the “Purple Book” 

The National Taxpayer Advocate’s 2025 Purple Book proposes 69 legislative recommendations 
intended to strengthen taxpayer rights and improve tax administration. Among the 
recommendations: 
 
1. Authorize the IRS to establish minimum competency standards for federal tax return 
preparers and revoke the identification numbers of sanctioned preparers. The IRS receives 
over 160 million individual income tax returns each year, and most are prepared by paid tax 
return preparers. While some tax return preparers must meet licensing requirements (e.g., 
certified public accountants, attorneys and Enrolled Agents), most tax return preparers are not 
credentialed. Numerous studies have found that non-credentialed preparers prepare inaccurate 
returns disproportionately, causing some taxpayers to overpay their taxes and other taxpayers to 
underpay their taxes, which subjects them to penalties and interest charges. Non-credentialed 
preparers also drive much of the high improper payments rate attributable to wrongful EITC 
claims. In FY 2023, 33.5% of EITC payments, amounting to $21.9 billion, were estimated to be 
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improper, and among tax returns claiming the EITC prepared by paid tax return preparers, 96% of 
the total dollar amount of EITC audit adjustments was attributable to returns prepared by non-
credentialed preparers.  
 
Federal and state laws generally require lawyers, doctors, securities dealers, financial planners, 
actuaries, appraisers, contractors, motor vehicle operators, and barbers and beauticians to obtain 
licenses or certifications and, in most cases, to pass competency tests. The Obama, first Trump 
and Biden administrations have each recommended that Congress authorize the Treasury 
Department to establish minimum competency standards for federal tax return preparers. To 
protect taxpayers and the public fisc, TAS likewise recommends that Congress provide this 
authorization as well as authorization for the Treasury Department to revoke the Preparer Tax 
Identification Numbers of preparers who have been sanctioned for improper conduct.  

 
2. Expand the U.S. Tax Court’s jurisdiction to hear refund cases. Under current law, 
taxpayers seeking to challenge an IRS tax-due adjustment can file a petition in the U.S. Tax 
Court, while taxpayers who have paid their tax and are seeking a refund must file suit in a U.S. 
district court or the U.S. Court of Federal Claims. Litigating a case in a U.S. district court or the 
Court of Federal Claims is generally more challenging – filing fees are relatively high, rules of civil 
procedure are complex, the judges generally do not have tax expertise and proceeding without a 
lawyer is difficult. By contrast, taxpayers litigating their cases in the Tax Court face a low $60 
filing fee, may follow less formal procedural rules, are generally assured their positions will be 
fairly considered because of the tax expertise of the Tax Court’s judges, even if they do not 
present their arguments effectively, and can more easily represent themselves. For these 
reasons, the requirement that refund claims be litigated in a U.S. district court or the Court of 
Federal Claims effectively deprives many taxpayers of the right to judicial review of an IRS refund 
disallowance. In FY 2024, about 97% of all tax-related litigation was adjudicated in the Tax Court. 
TAS recommends Congress expand the jurisdiction of the Tax Court to give taxpayers the option 
to litigate all tax disputes, including refund claims, in that forum. 

 
3. Enable the Low Income Taxpayer Clinic (LITC) program to assist more taxpayers in 
controversies with the IRS. The LITC program assists low-income taxpayers and taxpayers 
who speak English as a second language. When the LITC program was established as part of the 
IRS Restructuring and Reform Act of 1998, the law limited annual grants to no more than 
$100,000 per clinic. The law also imposed a 100% “match” requirement, so a clinic cannot 
receive more in grant funds than it raises from other sources. The nature and scope of the LITC 
Program have evolved considerably since 1998, and those requirements are preventing the 
program from expanding assistance to a larger universe of eligible taxpayers. TAS recommends 
Congress remove the per-clinic cap and allow the IRS to reduce the match requirement to 25%, 
where doing so would expand coverage to additional taxpayers. 

 
4. Require the IRS to timely process claims for refund or credit. Millions of taxpayers file 
refund claims with the IRS each year. Under current law, there is no requirement that the IRS pay 
or deny them. It may simply ignore them. The taxpayers’ remedy is to file suit in a U.S. district 
court or the U.S. Court of Federal Claims. For many taxpayers, that is not a realistic or affordable 
option. The report says the absence of a processing requirement is a “poster child” for non-
responsive government. While the IRS generally does process refund claims, the claims can and 
sometimes do spend months and even years in administrative limbo within the IRS. TAS 
recommends Congress require the IRS to act on claims for credit or refund within one year and 
impose certain consequences on the IRS for failing to do so. 
 
5. Allow the limitation on theft loss deductions in the Tax Cuts and Jobs Act to expire so 
scam victims are not taxed on amounts stolen from them. Many financial scams involve the 
theft of retirement assets. In a typical scam, a con artist may pose as a law enforcement officer, 
convince a victim that her retirement savings are at risk and persuade the victim to transfer her 
retirement savings to an account that the scammer controls. Then, the scammer absconds with 
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the funds. Under the tax code, the victim’s withdrawal of funds from a retirement account is 
treated as a distribution subject to income tax and, if the victim is under age 59½, to a 10% 
additional tax as well. Thus, the victim may not only lose her life savings but also owe significant 
tax on the stolen funds. Prior to 2018, scam victims generally could claim a theft loss deduction to 
offset the stolen amounts included in gross income, but the Tax Cuts and Jobs Act (TCJA) 
eliminated the deduction. TAS recommends Congress allow this TCJA limitation to expire so the 
theft deduction is again available in these circumstances. 

 
Research studies 
The report contains three TAS research studies offering insight into challenges facing taxpayers 
and practitioners and recommending ways to improve IRS services and processes. 
 
Identity theft filters and unpaid refunds. A TAS study reviewed tax returns flagged by IRS 
identity theft filters and found that some legitimate taxpayers were not receiving refunds to which 
they were entitled. Each year, several million returns claiming refunds are flagged by IRS fraud 
filters and suspended during processing. The IRS issues one letter to each taxpayer notifying 
them that they need to authenticate their identities to receive their refunds. If a taxpayer does not 
respond – whether due to not receiving the letter or misplacing it – the IRS does not follow up and 
does not issue the refund. This study explored the effect of sending additional letters to a sample 
of potentially eligible taxpayers who had filed Tax Year 2020 returns and had not responded to 
the original IRS letter. The study found that more than 7% of recipients of a second letter 
successfully authenticated their identities, suggesting that thousands of taxpayers may be losing 
refunds simply because they were not reached. Among other things, TAS recommends the IRS 
send a follow-up letter if a taxpayer does not respond to the initial letter within 60-90 days. 
 
IRS telephone service performance measures. The IRS typically receives about 100 million 
telephone calls each year, but its method for measuring service effectiveness, LOS, has been 
widely criticized for failing to accurately reflect the taxpayer experience. For the 2024 filing 
season, the IRS reported an 87.6% LOS, but only 32.1% of calls were answered by an employee. 
TAS reviewed call center operations of other large government agencies and private sector 
businesses to identify best practice processes and measures. Of the call centers reviewed, the 
study found the IRS is the only one that uses this LOS measure. By comparison, other call 
centers in both government and the private sector typically answer a higher percentage of calls 
and use more comprehensive metrics, such as first contact resolution (FCR) rate. TAS 
recommends the IRS eliminate or revise its LOS formula to account for total call attempts and 
calls answered through automation. 
 
Challenges in obtaining Individual Taxpayer Identification Numbers (ITINs). TAS conducted 
a review of the IRS’s ITIN program and confirmed that the application process is burdensome for 
taxpayers. ITINs are required for individuals who are required to file U.S. tax returns but are not 
eligible for a Social Security number, such as foreign workers on temporary visas and 
nonresidents with U.S.-based income. Overall, several million returns include at least one ITIN 
each year, and they account for several billion dollars in revenue. The study identified significant 
taxpayer challenges, including the cost and difficulty of using Certifying Acceptance Agents 
(CAAs) to verify documents as well as the risk of losing original identity documents (such as 
passports, birth certificates, driver’s licenses and visas) when submitting ITIN applications by 
mail. Many applicants are unable to give up these documents for several weeks or run the risk of 
document loss. The study examined the size and composition of the ITIN population and the 
IRS’s administration of the program. TAS makes several recommendations to improve the ITIN 
program, including expanding CAA services in Volunteer Income Tax Assistance sites and 
addressing recurring issues that lead to the erroneous deactivation of ITINs. 
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TAS celebrates 25 years of advocacy 
 
This year marks the 25th anniversary of the Taxpayer Advocate Service, which was created by 
Congress as part of the IRS Restructuring and Reform Act of 1998. After developing an 
organizational structure, TAS officially launched in March 2000, and over the past quarter 
century, it has been a strong advocate for taxpayers, ensuring their voices are heard and their 
rights are protected. 
 
“For 25 years, TAS has served as the ‘safety net’ for taxpayers experiencing problems with the 
IRS and as Congress’s eyes and ears within the agency on issues of taxpayer rights and 
taxpayer burden,” Collins writes. 

 
Since inception, TAS has helped more than 5 million taxpayers resolve their account problems, 
worked hundreds of advocacy projects with the IRS, made hundreds of recommendations to 
improve the IRS’s administrative practices that the agency has implemented and made hundreds 
of recommendations for legislative change, many of which Congress has enacted. As TAS 
celebrates its 25th anniversary, it remains committed to resolving taxpayer account problems and 
identifying and addressing systemic issues within the IRS to improve the taxpayer experience. 
 
Other report highlights 
The report also contains a taxpayer rights and service assessment that presents performance 
measures and other relevant data, a description of TAS’s case advocacy and systemic advocacy 
operations, and a discussion of the 10 federal tax issues most frequently litigated in court last year.  
 
Visit TAS’s 2024 Annual Report to Congress for more information. 
 
Related items 
• Full Report: 2024 Annual Report to Congress   
• Executive Summary 
• Purple Book 

 
Subscribe to receive the National Taxpayer Advocate’s blogs about key issues in tax 
administration in your inbox or visit the TAS website to read her previous blogs. For media 
inquiries, contact TAS Media Relations at TAS.media@irs.gov or call the media line at (202) 317-
6802. 
 
About the Taxpayer Advocate Service 
The Taxpayer Advocate Service is an independent organization within the Internal Revenue 
Service that helps taxpayers and protects taxpayer rights. We can offer you free help if your tax 
problem is causing a financial difficulty, if you’ve tried and been unable to resolve your issue with 
the IRS or if you believe an IRS system, process or procedure just isn't working as it should. 
Learn more at Taxpayer Advocate Service or call 877-777-4778. Get updates on tax topics by 
following TAS on social media at: Your Voice at IRS on Facebook, Your Voice at IRS on X, 
Taxpayer Advocate Service on LinkedIn, and TASNTA on YouTube. 
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Dirty Dozen tax scams for 2025: IRS warns taxpayers to watch out for 
dangerous threats    
 
IR-2025-26, Feb. 27, 2025 
 
WASHINGTON — The Internal Revenue Service today announced its annual Dirty Dozen list of tax scams for 
2025 with a warning for taxpayers, businesses and tax professionals to watch out for common schemes that 
threaten their tax and financial information. 
 
Ranging from email schemes to misleading tax credits, many of the Dirty Dozen items peak during filing season 
as people prepare their tax returns. In reality, these scams can occur throughout the year as fraudsters look for 
ways to steal money, personal information and data. 
 
The IRS' annual Dirty Dozen campaign lists 12 scams and schemes that threaten taxpayers. While the Dirty 
Dozen is not a legal document or a formal listing of agency enforcement priorities, the education effort is 
designed to raise awareness and protect taxpayers and tax pros from common tax scams and schemes. 
 
“Scammers are relentless, and they use the guise of tax season to try tricking taxpayers into falling into a variety 
of traps. These red flags can lead to everything from identity theft to being misled into claiming tax credits for 
which they’re not entitled,” said Terry Lemons, IRS communications senior adviser. “For more than two 
decades, the IRS has highlighted the Dirty Dozen through far-reaching communications and education 
campaigns as part of a wider effort by the agency to protect taxpayers from being scammed.” 
 
Under Lemons’ leadership, the IRS created the Dirty Dozen campaign in 2002 to counter emerging scams being 
seen across the country. Combined with related efforts by the Security Summit, the IRS has worked for a 
decade with state tax agencies and the nation’s tax software and financial industry as well as tax professionals 
to educate taxpayers about scams and fraudulent schemes.  
 
The Dirty Dozen list often has cautioned taxpayers about tax-related identity theft, in support of the Security 
Summit’s ongoing efforts in this area, that have led to protecting millions of taxpayers and billions of dollars from 
refund fraud. 
 
Last year, the tax community launched a related effort called the Coalition Against Scam and Scheme Threats 
(CASST) following a surge in social media-fueled scams. 
 
As part of these continuing efforts to protect taxpayers against constantly evolving scams, the 2025 IRS Dirty 
Dozen list highlights the following 12 pervasive threats:  
 
Email phishing scams: The IRS continues to see a barrage of email and text scams targeting taxpayers and 
others. Taxpayers and tax professionals should be alert to fake communications from entities posing as 
legitimate organizations in the tax and financial community, including the IRS, state tax agencies and tax 
software companies. These messages arrive in the form of unsolicited texts or emails to lure unsuspecting 
victims into providing valuable personal and financial information that can lead to identity theft. There are two 
main types: 
 

• Phishing: An email sent by fraudsters claiming to come from the IRS. The email lures the victims into 
the scam with a variety of ruses such as enticing victims with a phony tax refund or threatening them 
with false legal or criminal charges for tax fraud. 

 
• Smishing: A text or smartphone SMS message where scammers often use alarming language such as, 

"Your account has now been put on hold," or "Unusual Activity Report," with a bogus "Solutions" link to 
restore the recipient's account. The promise of unexpected tax refunds is another potential tactic used 
by scam artists. 
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As a reminder, never click on any unsolicited communication claiming to be from the IRS as it may 
surreptitiously load malware. This may also be a way for malicious hackers to load ransomware that keeps the 
legitimate user from accessing their system and files. 
 
The IRS has special information available to help people understand and report email scams. 
 
Bad social media advice: Another growing concern in 2025 continues to involve incorrect tax information on 
social media that can mislead honest taxpayers with bad advice, potentially leading to identity theft and tax 
problems. Social media platforms routinely circulate inaccurate or misleading tax information, including on 
TikTok where people share wildly inaccurate tax advice. Some involve urging people to misuse common tax 
documents like Form W-2.  
 
The IRS and CASST warn people not to fall for these scams, and urge them to follow trusted social media 
advice from the IRS, tax professionals and other reputable sources. The IRS reminds taxpayers who knowingly 
file fraudulent tax returns that they could potentially face significant civil and criminal penalties. 
 
IRS Individual Online Account help from scammers: Swindlers can pose as a "helpful" third party and offer 
to help create a taxpayer's IRS Individual Online Account at IRS.gov. In reality, no help is needed, and the 
agency offers tips on how to sign up and avoid scams. The IRS Individual Online Account provides taxpayers 
with valuable personal tax information. But watch out: Third parties making these offers will try to steal a 
taxpayer's personal information and try to submit fraudulent tax returns in the victim's name to get a big refund. 
 
Fake charities: Bogus charities are a perennial problem that can intensify whenever a crisis or natural disaster 
strikes. Scammers set up these fake organizations to take advantage of the public's generosity. They seek 
money and personal information, which can be used to further exploit victims through identity theft. 
 
Taxpayers who give money or goods to a charity might be able to claim a deduction on their federal tax return if 
they itemize deductions, but charitable donations only count if they go to a qualified tax-exempt organization 
recognized by the IRS. 
 
False Fuel Tax Credit claims: A major concern during the past year involved taxpayers who were misled into 
believing they were eligible for the Fuel Tax Credit. The credit is meant for off-highway business and farming 
use and is not available to most taxpayers. However, unscrupulous tax return preparers and promoters, 
including people on social media, continue enticing taxpayers into inflating their refunds by erroneously claiming 
the credit. The IRS has seen an increase in the promotion of filing certain refundable credits using Form 4136, 
Credit for Federal Tax Paid on Fuels. The IRS urges people to get more information and ensure they are 
properly claiming this credit. 
 
Credits for Sick Leave and Family Leave: This specialized credit is available for self-employed individuals for 
2020 and 2021 during the pandemic; the credit is not available for later tax years. The IRS is seeing repeated 
instances where taxpayers are using Form 7202, Credits for Sick Leave and Family Leave for Certain Self-
Employed Individuals, to incorrectly claim a credit based on income earned as an employee and not as a self-
employed individual. 
 
Bogus self-employment tax credit: Social media advice continues to circulate about a non-existent “Self-
Employment Tax Credit” that’s misleading taxpayers into filing false claims. Promoters market it as a way for 
self-employed people and gig workers to get big payments for the COVID-19 pandemic period. Similar to 
misleading marketing around the Employee Retention Credit, there is inaccurate information being circulated 
that suggests many people qualify for the tax credit and payments of up to $32,000 when they actually do not. 
 
In reality, the underlying credit being referred to in social media is not called the “Self-Employment Tax Credit,” 
it’s a much more limited and technical credit called the Credits for Sick Leave and Family Leave. Many people 
simply do not qualify for these credits, and the IRS is closely reviewing claims coming in under this provision, so 
taxpayers filing claims do so at their own risk. 
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Improper household employment taxes: Taxpayers “invent” fictional household employees and then 
file Schedule H (Form 1040), Household Employment Taxes, to claim a refund based on false sick and family 
medical leave wages they never paid. 
 
The overstated withholding scam: This is a recent scheme circulating on social media encouraging people to 
fill out Form W-2, Wage and Tax Statement, or other forms like Form 1099-NEC and other 1099s with false 
income and withholding information.  
 
In this overstated withholding scheme, scam artists suggest people make up large income and withholding 
amounts as well as the fictional employer supplying those amounts. Scam artists then instruct people to file the 
bogus tax return electronically in hopes of getting a substantial refund due to the large amount of fraudulent 
withholding. 
 
If the IRS cannot verify the wages, income or withholding credits entered on the tax return, the tax refund will be 
held pending further review. Taxpayers should always file a complete and accurate tax return. They should only 
use legitimate information returns, such as an employer issued Form W-2, to complete returns correctly. 
 
There are multiple variations of the overstated withholding credit scheme, including those involving Forms W-2 
and W-2G; Forms 1099-R, 1099-NEC, 1099-DIV, 1099-OID and 1099-B; as well as the Alaskan Dividend Fund, 
Schedule K-1 with Withholding Reported, and Unspecified Source of Withholding Credit Claimed. 
 
Misleading Offers in Compromise: The Offers in Compromise (OIC) program is an important program that 
helps people settle their federal tax debts when they are unable to pay in full. But "mills" can aggressively 
promote Offers in Compromise in misleading ways 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. 
 
Ghost 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. A major red flag or bad sign is when the tax preparer is unwilling to sign the 
return. Avoid these "ghost" preparers, who will prepare a tax return but refuse to sign or include their IRS 
Preparer Tax Identification Number (PTIN) as required by law. Taxpayers should never sign a blank or 
incomplete return. Instead, the IRS reminds taxpayers to turn to a trusted tax professional for help.  
 
New client scams and spear phishing: In 2025, the IRS continues to see the "new client" scam, which 
involves spear phishing attempts that target tax pros. Cybercriminals impersonate new, potential clients to trick 
tax professionals and other businesses into responding to their emails. Once the tax pro responds, the scammer 
sends a malicious attachment or URL that can compromise the preparer's computer systems and allow the 
attacker to access sensitive client information. 
 
Phishing is a term given to emails or text messages designed to get users to provide personal information, and 
spear phishing is a phishing attempt tailored to a specific organization or business. Tax professionals frequently 
find themselves a target of this type of scam. Spear phishing holds greater potential for harm because a 
successful spear phishing attack can ultimately steal client data and the tax pro’s identity, allowing the thief to 
file fraudulent returns using the stolen information. 
 
Businesses and individuals, including tax pros, should always be cautious and look out for any suspicious 
requests or unusual behavior before sharing any sensitive information or responding to an email. Warning signs 
include poorly constructed sentences and unusual word choices. Be aware that by gaining access to a hacked 
email account, scammers can locate a genuine email from a previous victim's email account sent to their tax 
professional.  
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Baker’s Dozen: Watch out for other abusive schemes 
 
The IRS also reminds taxpayers that beyond the Dirty Dozen, there are a wide array of other abusive schemes 
and bogus tax avoidance strategies that can mislead well-intentioned taxpayers. These can involve different 
types of trusts, offshore schemes and even individual retirement arrangements. More information on past 
schemes is available on the special Dirty Dozen section on IRS.gov. 
 
While the Dirty Dozen list is not a legal document or a formal listing of agency enforcement priorities, it is 
intended to alert taxpayers and the tax professional community about various scams and schemes. 
 
Report abusive tax schemes and tax return preparers 
 
In support of the Dirty Dozen awareness effort, the IRS also encourages people to report individuals who 
promote improper and abusive tax schemes as well as tax return preparers who deliberately prepare improper 
returns. 
 
To report an abusive tax scheme or a tax return preparer, people should use the online Form 14242 – Report 
Suspected Abusive Tax Promotions or Preparers, or mail or fax a completed Form 14242 and any supporting 
material to the IRS Lead Development Center in the Office of Promoter Investigations. 
 
Mail: 
 
Internal Revenue Service Lead Development Center 
Stop MS5040 
24000 Avila Road 
Laguna Niguel, CA 92677-3405 
 
Fax: 877-477-9135 
 
Taxpayers and tax practitioners may also send the information to the IRS Whistleblower Office for a possible 
monetary award. 
 

-30- 
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IRS reminds taxpayers and small businesses to look out for scams 
 
IR-2025-57, May 8, 2025 
 
WASHINGTON – The Internal Revenue Service joins in celebrating National Small Business Week by 
reminding taxpayers and small businesses that, even though the April 15, 2025, tax filing deadline has 
passed, it is important to stay vigilant against scams and fraud year-round. 
 
Earlier this year, the IRS issued its annual Dirty Dozen list that highlights some persuasive schemes 
impacting businesses, including new client scams, spear phishing, fake charities, bad social media advice 
and false credit claims. 
 
There are several protective measures taxpayers and businesses can take, such as watching out for fake 
requests for W-2s especially with the tax filing deadline already passed. Businesses are encouraged to 
take proactive steps today to safeguard their business and employees by implementing robust security 
measures. Some examples are using anti-malware/anti-virus software with automatic updates and 
enforcing strong passwords with multi-factor authentication. Ensure that you only enter personal data on 
secure websites (https) to prevent unauthorized access. See Publication 5961, Protect your business 
from tax scams, for more information.  
 
Business owners should prioritize the protection of their Employer Identification Number (EIN). Keep it 
secure and up to date with accurate information. Any necessary updates to an EIN should be made 
promptly by using Form 8822-B. This will ensure its integrity and minimize the risk of identity theft or 
fraudulent activity.  

Disaster season is also upon us, which opens the door for additional fraud and scams to take place after 
a disaster occurs. Scammers may impersonate IRS workers, claiming they can offer “help” when filing 
casualty loss claims. Disaster survivors can call the IRS disaster assistance line at 866-562-5227. IRS 
representatives will answer questions about tax relief or disaster-related tax issues. 
 
Be sure to educate employees on data security to protect both them and your business. There are a 
number of resources available, such as IRS Identity Theft Central and security awareness publications, to 
provide comprehensive training and awareness. 
 
Taxpayers have several avenues to report scams: 

• Report suspicious IRS or tax-related scams to phishing@irs.gov.  
• Inform the IRS of data losses related to W-2 scams at dataloss@irs.gov.  
• Notify states of any disclosures of identity information at statealert@taxadmin.org. 

 
For additional information on scams, visit IRS.gov/scams. Along with IRS.gov, the IRS routinely publishes 
helpful information on IRS social media. Follow @IRStaxsecurity on X for scam awareness information.  
 

-30- 
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IRS, Coalition Against Scam and Scheme Threats announce 2025 
filing season changes aimed at preventing spread of scams, 
schemes; new Fuel Tax Credit statement and increased review of 
“other withholding” claims among highlights 
 
IR-2025-12, Jan. 14, 2025  
 
WASHINGTON — The Internal Revenue Service and partners in the Coalition of Scam and Scheme 
Threats (CASST) today released changes for the 2025 filing season designed to help protect taxpayers 
from becoming victims of a scam or scheme and preventing tax professionals from having their 
credentials compromised.  
 
The changes to protect taxpayers include a new form involving the Fuel Tax Credit that’s designed to 
make it harder for well-meaning taxpayers to be misled into claiming the credit by promoters. This 
specialized credit that’s been promoted on social media is designed for off-highway business and farming 
use. Taxpayers need a business purpose and a qualifying business activity such as running a farm or 
purchasing aviation gasoline to be eligible for the credit. Most taxpayers don’t qualify for this credit. 
 
The IRS is also stepping up review on a variety of “other withholding” claims on Form 1040 that have 
been targets of scammers and schemers. And the IRS is reaching out to taxpayers who have potentially 
been using “ghost preparers” to prepare tax returns. These preparers don’t identify themselves on the tax 
return, which is a red flag for taxpayers to be misled into a scam or scheme.  
  
Convened at the request of IRS Commissioner Danny Werfel, the CASST task force of federal and state 
tax agencies, software and financial companies, as well as key national tax professional associations, 
agreed to a new public private partnership in August focused on scams and schemes.  
 
“Since its creation, this special group across the tax community has been working to take extra steps to 
protect taxpayers and the tax professional community,” Werfel said. “This effort includes expanding 
outreach and education on emerging scams, developing innovative approaches to identify potentially 
fraudulent returns at the point of filing and creating infrastructure improvements to protect taxpayers as 
well as federal, state and industry tax systems. CASST partners have already worked together on 
important changes to protect taxpayers and tax professionals in the 2025 filing season, but this needs to 
be an ongoing effort given the continued expansion and threats from scams.” 
 
CASST accomplishments that will improve the 2025 tax season 
 
Highlights of the coalition’s accomplishments include: 
 

• New Fuel Tax Credit Statement - The IRS developed the “Statement Supporting Fuel Tax Credit 
(FTC) Computation - 1”, to educate taxpayers on eligibility requirements for claiming the credit.  
 
Here are key details: 

o Who should file the new statement? Individuals filing Form 1040, U.S. Individual Income 
Tax Return, for tax year 2024 who claim nontaxable use of gasoline, aviation gasoline, 
undyed diesel fuel or undyed kerosene on Form 4136, Credit For Federal Tax Paid On 
Fuels.  

o Where is the new statement located? “Statement Supporting Fuel Tax Credit (FTC) 
Computation – 1” is located in the instructions for Form 4136 for tax year 2024. The 
statement should be completed and attached to Form 1040 with Form 4136.  

o What information is the statement asking for? The statement asks for the business 
information, including name and Employer Identification Number or EIN (if applicable), 
and make, model and type of machinery or vehicle for which the fuel was purchased. The 
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taxpayer will also be required to complete a table to show the relationship between the 
estimated purchase price of the fuel compared to the actual cost and gallons reported as 
being purchased on Form 4136. The IRS used Gasoline and Diesel Fuel Update - U.S. 
Energy Information Administration (EIA), when determining the average price of fuel for 
the year. 

o Should documentation to support the claim be included with the statement? No. 
Taxpayers should not include any receipts or explanation with their tax return but 
maintain them with their books and records for their tax return. Taxpayers may be asked 
at a later time to submit proof, such as receipts, of the actual costs paid for each fuel 
type.  

o What happens if the Fuel Tax Credit is claimed erroneously? Claims and filings that are 
based upon a position identified as frivolous by the IRS or reflect a desire to delay or 
impede tax administration are subject to the Internal Revenue Code (IRC) 6702(a) 
penalty. This penalty is $5,000 for each return (or copy of return) claiming an improper 
credit as defined above. The penalty is assessed against each spouse on a married filing 
joint return. (Notice 2010-33) 

 
• Increased Review of “Other Withholding” Claims – To protect taxpayers, the IRS is increasing 

its review of “Other Withholding” on Line 25C of Form 1040. To reduce potential delays in 
verifying the “Other Withholding” claimed, taxpayers are encouraged to attach the supporting 
documentation to their return. Key forms covered by Line 25c, “Other Withholding”, include Form 
1042-S, Foreign Person's U.S. Source Income Subject to Withholding; Form 8805, Foreign 
Partner's Information Statement of Section 1446 Withholding Tax; Form 8288-A, Statement of 
Withholding on Dispositions by Foreign Persons of U.S. Real Property Interests; Form W2G, 
Certain Gambling Winnings; Form 8959, Additional Medicare Tax; and Schedule K1, Partner’s 
Share of Income, Deductions, Credits, etc. 
  

• Increased “Ghost Preparer” Education – During the 2025 filing season, the IRS will send 
letters to taxpayers whose tax returns appear to have been completed by a paid tax preparer who 
did not sign or include their Preparer Tax Identification Number (PTIN) on the tax return. The 
letters are meant to educate the taxpayer about “ghost preparers” and to help the IRS identify 
those who are being paid to prepare returns and are not signing or including their PTIN on the 
return. The IRS continues to see instances where ghost preparers dupe taxpayers into filing 
inaccurate tax returns for bigger refunds. The preparers later vanish like a ghost, leaving the 
taxpayer exposed to inaccurate claims. 
 

• Preparer Tax Identification Numbers (PTIN) - During the 2025 filing season, the IRS will be 
working to add more protections for tax professionals. The protections will be aimed at protecting 
the tax professional’s Electronic Filing Identification Number or EFIN and PTIN from unauthorized 
use; more details on these will be available in the near future.  
 

Stay vigilant 
 
Threats are present year-round, but the IRS and CASST members anticipate that misinformation 
spread by influencers and outright scammers will intensify around the 2025 tax season in an effort to 
persuade the public to take their bad advice. 
 
Instead of looking to ill-informed information on social media or from shady tax return preparers 
presenting themselves as reputable tax professionals, a better option for taxpayers is to learn what 
scams are trending and to speak to a trusted tax professional. 
 
Additional information on tax scams can be found at Tax Scams, and victims of tax-related identity theft 
can visit Identity Theft Central. 
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Other reliable tax information is available from the following trusted sources: 
• Follow IRS social media. 
• Visit an IRS walk-in center. 
• Talk to a trusted tax professional. 

 
Pass it on 
 
The IRS encourages the public to report improper and abusive tax schemes, as well as tax return 
preparers who knowingly prepare improper returns, including “ghost preparers.” 
 
To report an abusive tax scheme or a tax return preparer, people should mail or fax a 
completed Form 14242, Report Suspected Abusive Tax Promotions or Preparers, and any 
supporting material to the IRS Lead Development Center in the Office of Promoter Investigations. 
 
Mail: 

Internal Revenue Service  
Lead Development Center MS7900 
1973 N. Rulon White Blvd 
Ogden, UT 84404 
Fax: 877-477-9135 

 
Alternatively, taxpayers and tax professionals may report the information to the IRS Whistleblower 
Office for possible monetary award. 
 
Taxpayers can also report scams to the Treasury Inspector General for Tax Administration or 
the Internet Crime Complaint Center. The Report Phishing and Online Scams page at IRS.gov 
provides complete details.  
 

-30- 
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IRS reminds taxpayers to access or create an IRS Online Account 
today 
 
IR-2025-43, April 9, 2025 
 
WASHINGTON - The Internal Revenue Service reminds taxpayers that it’s not too late to access or 
create an individual IRS Online Account. An IRS Online Account makes it easy for people to quickly get 
the tax planning information they need.  
 
With the same convenience as online banking, taxpayers can log into their accounts to:  
 

• View key details from their most recent tax return, such as adjusted gross income. 
• Request an Identity Protection PIN and access it throughout the year. 
• Check the status of a refund. 
• Get account transcripts, including wage and income records. 
• Sign tax forms, such as power of attorney and tax information authorizations. 
• View and edit language preferences and request alternative media. 
• Receive and view over 200 IRS electronic notices. 
• View, make and cancel payments. 
• Set up or modify payment plans and check their balance. 

 
Earlier this year, the IRS added the ability for taxpayers to use their IRS Online Account to view and 
download the following key tax documents: 
 

• Form W-2, Wage and Tax Statement 
• Form 1095-A, Health Insurance Marketplace Statement 
• Form 1099-NEC, Nonemployee Compensation.  

 
Recently, the IRS added more information return documents to the IRS Online Account. Taxpayers can 
now also view and keep track of the following critical tax records:  
 

• Form 1099-DIV, Dividends and Distributions  
• Form 1099-SA, Distributions From an HSA, Archer MSA or Medicare Advantage MSA 
• Form W-2G, Certain Gambling Winnings  
• Form 1099-INT, Interest Income  
• Form 1099-MISC, Miscellaneous Income  
• Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, 

Insurance Contracts, etc. 
 
These information returns are filed and reported by employers, financial institutions, government agencies 
and other payers to both the payees and the IRS. These documents provide information that can help 
taxpayers file their returns. The information is available for tax years 2023 and 2024 and is found under 
the Records and Status tab in the taxpayer’s IRS Online Account. 
 
For more information visit the IRS Online Account for Individuals Frequently Asked Questions page on 
IRS.gov. 
 
 

-30- 
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Tax professionals: Save time with Tax Pro Account

Publication 5533-A (Rev. 6-2024)  Catalog Number 72347E  Department of the Treasury  Internal Revenue Service  www.irs.gov

Do more with Tax Pro Account

n View individual and business taxpayer information

n Submit Powers of Attorney (POA) or Tax Information Authorizations (TIA)

n View and withdraw from active authorizations

IRS.gov/taxproaccount

Benefits

n Submit and withdraw authorizations in real time

n Access taxpayer information with ease

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

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

Need to know

n Taxpayers have 120 days to approve authorizations through their Individual Online Account

n Taxpayers and tax professionals must have an address in the United States or the District
of Columbia
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Publication 5533-B (Rev. 6-2024)  Catalog Number 72347E  Department of the Treasury  Internal Revenue Service  www.irs.gov

Submit Powers of Attorney (POA) or Tax Information Authorization (TIA)

1. Enter tax professional’s and taxpayer’s details

n Professional’s details: name, address, Centralized Authorization File (CAF) number

n 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

and then enter your PIN. Allow 1-2 weeks for the

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

IRS.gov/taxproaccount

Considerations for taxpayers and tax professionals

n Names and addresses must match IRS records exactly

n Must have an address in the United States or the District of Columbia

n 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.

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

Linking your CAF is 
a one-time process

Tax professionals: How to manage  
authorizations using Tax Pro Account
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How to Create a 
Written Information Security Plan 
for Data Safety
With data security incidents continuing, tax professionals must have current 
written information security plans or WISPs. 

Federal law, enforced by the Federal Trade Commission, requires professional tax preparers to create and maintain a 
written data security plan. 

Having a WISP protects businesses and clients while providing a blueprint of action in the event of a security incident. 
In addition, a WISP can help if other events occur that can seriously disrupt a tax professional’s ability  
to conduct normal business, including fire, flood, tornado, earthquake and theft. 

The Security Summit developed a plain language sample plan that tax pros can use for guidance in making their own 
WISP. The sample plan is available on IRS.gov.

A security plan should be appropriate to the company’s size, scope of activities, complexity and the sensitivity 
of the customer data it handles. 

Developing a WISP
A good WISP should identify the risks of data loss for the types of information handled by a company and focus on 
three areas: 

1. Employee management and training.

2. Information systems.

3. Detecting and managing system failures.

Understanding post-breach responsibilities is important in creating a WISP.  A good resource is the FTC’s Data 
Breach Response Guide.

As a part of the plan, the FTC requires each firm to: 
� Designate one or more employees to coordinate its information security program.

� Identify and assess the risks to customer information in each relevant area of the company’s operation and evaluate the effectiveness of
the current safeguards for controlling those risks.

� Design and implement a safeguards program, and regularly monitor and test it.

� Select service providers that can maintain appropriate safeguards.

� Evaluate and adjust the program considering relevant circumstances, including changes in the firm’s business or operations, or the results
of security testing and monitoring.

Maintaining a WISP
A good security plan requires regular maintenance and upkeep. Here are tips to keep a WISP effective:
� Once completed, tax professionals should keep their WISP in a format that others can easily read, such as PDF or

Word. Making the WISP available to employees for training purposes is also encouraged. Storing a copy offsite or in
the cloud is a recommended best practice in the event of a physical disaster.

� It is important to understand that a WISP is intended to be an evergreen document. It is important to regularly
review and update any security plan, along with adjusting the plan to accommodate changes to the size, scope and
complexity of a tax professional’s business.

� As part of a security plan, the IRS also recommends tax professionals create a data theft response plan, which
includes contacting their IRS Stakeholder Liaison to report a theft. Also see the FTC data breach response
requirements listed above.

Publication 5709 (Rev. 5-2024)  Catalog Number 93463H  Department of the Treasury  Internal Revenue Service  www.irs.gov

WISP

This document provides 
an overview of  

IRS Publication 5708. 

For more detailed 
information  

scan the QR code.
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Identity Protection PIN 
Opt-In Program for Taxpayers

Publication 5367(EN-SP) (Rev. 3-2024)  Catalog Number 73362D  Department of the Treasury  Internal Revenue Service  www.irs.gov

WHAT’S NEW		  You are now eligible to voluntarily get an Identity 
Protection PIN that will help protect you from tax-related identity theft.

What is the IP PIN?

The IP PIN is a 6-digit number assigned to eligible taxpayers. It helps prevent identity thieves from filing 
fraudulent tax returns with stolen Social Security numbers (SSNs). An IP PIN helps the IRS verify taxpayers’ 
identities and accept their electronic or paper tax returns for processing. The IRS issues IP PINs to confirmed 
identity theft victims once their cases are resolved. This process is unchanged. What is new is that any 
taxpayers who wants an IP PIN, even if they are not victims of identity theft, may now obtain one.

About the IP PIN Opt-in Program

Here’s what you need to know before applying for your IP PIN:
•	This is a voluntary program. 
•	You must pass a rigorous identity verification process. 
•	Spouses and dependents are eligible for an IP PIN if they can verify their identities.
•	An IP PIN is valid for a calendar year. 
•	A new IP PIN is generated each filing season, which you must obtain using the online tool.
•	The IP PIN tool is unavailable generally mid-November through mid-January each year. 
•	Correct IP PINs must be entered on electronic and paper tax returns to avoid rejections and delays. 

How to Get an IP PIN

The fastest, easiest and preferred way is by using the Get an IP PIN online tool. Here’s how it works:
•	Go to IRS.gov/IPPIN, select the Get an IP PIN tool, verify your identity and create an account
•	Your IP PIN will be revealed to you.

Can’t pass online identity proofing?

There are alternatives but there will be a delay in obtaining an IP PIN. Here’s how it works:
•	File Form 15227 if you have a valid SSN or ITIN, an adjusted gross income on your last filed return is below 

$79,000 for individuals or $158,000 for Married Filing Joint and access to a telephone. An IRS assistor will 
call you, validate your identity and ensure that you receive an IP PIN the next filing season.

•	If you are ineligible for Form 15227, you may schedule a visit at a Taxpayer Assistance Center to request an 
IP PIN. You can find the TAC office closest to you with our Taxpayer Assistance Locator tool or call  
(844-545-5640) to schedule an appointment..

IMPORTANT: The IRS will never email, text or call you to request your IP PIN. Do not reveal your IP PIN to 
anyone but your trusted tax software provider or tax preparer. Neither your provider nor preparer will ask 
for your IP PIN except to complete your tax return. Protect your IP PIN from theft, especially scams.
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Managing Transitions: Best Practices for When a Practitioner 
Passes Away 

 

Disclaimer: This article does not constitute legal advice; it’s 
provided for general informational purposes only.  

Benjamin Franklin famously wrote, "[I]n this world nothing is certain 
but death and taxes.” When a Circular 230 practitioner dies, leaving 
behind a tax practice, there can be many questions and much 
uncertainty about the practitioner’s preparations beforehand and 
the consequences for clients and those responsible for 
administering the deceased practitioner’s estate. The governing 
legal obligations and restrictions may vary from case to case 
depending on the practitioner’s status as an attorney, certified 
public accountant (CPA), or enrolled agent and the state and 
locality where the practitioner conducted their practice.  

Treasury Circular 230, Regulations Governing Practice before the 
Internal Revenue Service, sets forth rules of conduct for attorneys, 
CPAs, enrolled agents, and other individuals representing taxpayers 
before the IRS. While Circular 230 does not directly address the 
implications of a practitioner’s death or disability, section 10.33 
sets forth aspirational best practices that tax practitioners should 
consider. This article discusses issues raised by the death of a tax 
practitioner or the onset of a severe debility in physical or mental 
health such that they can’t viably conduct their practice. The 
discussion below offers several suggestions and tips to protect the 
practitioner’s clients, firm, and family and ensure compliance with 
legal requirements of privacy and confidentiality. 
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Be Prepared by Incorporating Best Practices into Your Business 
Operations 

A key best practice for all practitioners is to communicate clearly 
and regularly with clients and manage client expectations 
throughout the representation, from start to finish. This best 
practice begins when the practitioner first engages with a client. 
The practitioner should discuss all significant aspects of the 
representation: its scope, terms, and purposes or objectives, and 
the actions to be taken during the representation and at its 
termination. Further, these subjects ideally should be memorialized 
in a comprehensive engagement letter[1] or agreement with the 
client.[2] As the representation progresses, the practitioner should 
provide timely updates to the client, documented in writing, and if 
necessary, revise the engagement document to reflect material 
developments. If a practitioner unexpectedly becomes mentally or 
physically incapacitated or dies, the written engagement and 
updates will assist in any needed transition of the client’s matter(s) 
to another tax professional.  

Another best practice is to establish a clear policy for the retention, 
disposition (including destruction), and return of client files and 
other records. You can communicate this policy to clients in the 
engagement document. Retaining client files beyond the need for 
them leaves tax practitioners at risk for potential exposure of 
private client information and, upon the practitioner’s retirement, 
incapacity, or death, can cause an unnecessary burden for others in 
dealing with the files and related records.  

A third best practices is implementing a data security and privacy 
plan that complies with rules, requirements, and guidelines 
applicable to your practice.[3] Also consider adopting a business 
continuity plan that addresses the effect of extraordinary 
broadscale events (such as a natural disaster, cyberattack, or 
pandemic) and lays out steps to be taken if the result is either (1) 
the practitioner’s physical, technological, or other inability to 
function normally or (2) their general unavailability. Pertinent 
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portions of the plan can be shared with clients (e.g., by inclusion in 
the engagement document).  

Adhering to the above best practices will advance the goal of 
providing the highest quality representation to clients. 

Make a Succession Plan  

Practitioners should consider developing a formal succession plan 
for how the sale or termination of the practitioner’s business (due to 
retirement, incapacity, or death) will be handled.[4] Ideally, this 
plan will be described in the practitioner’s engagement document 
or otherwise shared with clients. Among actions to be included in 
the development of the plan are: 

• Entering into an agreement with another tax practitioner, an 
“assisting practitioner,”[5] who will close out the practice, 
and that familiarizes the assisting practitioner with the 
contours of your practice. 

• Keeping an up-to-date inventory of all open client matters, 
including client names, addresses, and contact 
information.[6]  

o This inventory should be sufficiently detailed to allow 
assisting practitioners, or whoever assumes 
responsibility for the representation, to quickly 
comprehend the client’s needs and expectations, 
including any upcoming deadlines, and to minimize 
delays, client inconvenience, or impairment of the 
representation.  

o All files should be secured – e.g., with passwords and 
encryption – and steps taken to ensure the assisting 
practitioner can securely access the records.  

• Ensuring the assisting practitioner has access to information 
and funds to stay current with bills and finances.  

• Discussing with clients whether to authorize additional 
practitioners to represent the client or receive information 
on the client’s behalf via a Form 2848 or Form 8821, Tax 
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Information Authorization, respectively, to avoid an 
interruption in representation before the IRS.  

• Devising a communications plan to inform clients in the 
event of the practitioner’s incapacity or death.  

• Speaking with your own family members regarding the 
existence of the succession plan and their involvement with 
the plan.  

What to Do if a Practitioner Becomes Incapacitated or Dies 

When a tax practitioner either becomes incapacitated[7] or dies, if 
there is a succession (or business continuity) plan, the 
practitioner’s firm or assisting practitioner should implement the 
plan and communicate with the practitioner's clients and the IRS. If 
there is no succession plan, in the case of a sole practitioner, the 
executor or administrator of the practitioner’s estate, or their 
guardian or the like (if they’re in the care of a fiduciary due to their 
physical or mental state), will need to take these actions and 
should contemplate retaining a tax professional to assist them. 

Communication with Clients 

• Procedures should be put in place for the handling of 
ongoing client matters according to what each client wants 
and for the disposition of client files – i.e., their return to the 
client, transfer to the assisting or another practitioner, or 
their destruction. While not required under Circular 230 (and 
maybe not under bar and accountancy rules), discussion 
and client decision making up front is beneficial.  

o If a succession plan is in place and the client has 
previously been informed of, and consented to,[8] 
what would happen to their matter(s) upon the 
practitioner's incapacity or death, this advance 
notice to clients about who will receive their records, 
and assume responsibility for their cases, will set 
expectations. As such, providing the notice is a best 
practice for many practitioners. 
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• Client Choices  

o If the client chooses to remain with the practitioner’s 
firm or with another practitioner agreed to in advance, 
the assisting practitioner must ensure that all 
necessary paperwork is filed with the IRS especially 
for clients under examination. 

o If the client chooses to go elsewhere, arrangements 
should be made for the prompt and orderly transfer of 
all the client’s files. Section 10.28 of Circular 230 
specifies a practitioner’s obligation to return client 
records upon the client’s request; any successor 
practitioner would have a similar obligation. 

• If there is no succession plan and no advance notice to the 
client, the assisting practitioner should promptly confirm 
arrangements with each client. No client files should be 
transferred to another practitioner without the client’s 
permission.  

• In carrying out a succession plan, the assisting practitioner 
should also consider these best practices:  

o Ensure that no files are removed without client 
permission.  

o Control access to the premises.  

o Backup electronic files, whether stored locally or in 
the cloud.  

o Interview employees, independent contractors, and 
vendors to ascertain all known clients and client 
property beyond available records.  

o Consider publication in local media of the office 
closure and the need for clients to retain new 
representation and take possession of their files.  

o Keep copies of files for a deceased practitioner’s 
estate, as necessary, for purposes of potential claims 
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against the practitioner and to help determine the 
rights to fees and reimbursable expenses.  

o Track and confirm that clients have received notice.  

o Safeguard client confidentiality.  

Communication with the IRS 

• Return Preparer Office (RPO). If a deceased practitioner 
had a preparer tax identification number (PTIN), there is no 
need for the assisting practitioner to inform the RPO of the 
practitioner’s death. The RPO checks the National Account 
Profile (NAP)[9] monthly and changes PTIN statuses to 
“deceased” as appropriate. 

In contrast, the RPO should be notified if the practitioner is 
incapacitated. Notification by a fiduciary with a Form 56, Notice of 
Fiduciary Relationship, on file with the IRS will cause the RPO, upon 
the fiduciary’s request, to change the practitioner’s PTIN status to 
“inactive.” If the notification is submitted by someone other than a 
fiduciary (such as an assisting practitioner), the RPO will log the 
information, with the PTIN subsequently expiring. 

• CAF Units. To close out a deceased practitioner’s CAF 
number, the assisting practitioner or a member of the 
deceased practitioner’s firm (or in the case of a sole 
practitioner and no assisting practitioner, the executor or 
administrator of the practitioner’s estate) should send a 
written request, by fax or mail, to the CAF Unit identified in 
the “Where to File” chart in the Form 2848 and Form 8821 
instructions. Once the CAF Unit receives the notice, they will 
mark the CAF # owner as deceased, which nullifies all 
authorizations listed on the CAF for the deceased 
practitioner. 
 
If a practitioner is incapacitated and a fiduciary has been 
appointed (and a Form 56 has been filed with the IRS), the 
fiduciary can withdraw the incapacitated practitioner from 
all active authorizations. 
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• Cancelling Employer Identification Number (EIN) and 
Closing Out Account. The EIN is a business’s permanent 
federal taxpayer identification number, so it technically 
cannot be cancelled. But for the EIN of a deceased or 
permanently incapacitated practitioner’s business, the 
business account that is associated with the EIN can be 
closed. To close the business account, the practitioner’s 
firm or assisting practitioner should send the IRS a letter that 
includes:  

o Full legal name of the business 

o EIN 

o Business address 

o Reason for closing the account 

The notice assigning the EIN from the IRS should also be enclosed 
with the close-out letter, if available. 

Send the document(s) to either:  

Internal Revenue Service 
MS 6055 
Kansas City, MO 64108 

     Or 

   Internal Revenue Service  
   MS 6273  
   Ogden, UT 84201  

The business account can only be closed once all necessary 
returns have been filed and all outstanding taxes paid. For more 
information, see: 
Canceling an EIN - Closing Your Account 
Closing a Business 
Frequently asked questions: Deceased tax professionals 

 
Ensuring Confidentiality of Taxpayer Information.  
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The impacted practitioner’s firm, the assisting or successor 
practitioner, and the executor, estate administrator, testamentary 
trustee, or guardian should safeguard any taxpayer information they 
receive from or in connection with the incapacitated or deceased 
practitioner’s practice. For general guidance on safeguarding 
taxpayer information, see IRS Publication 4557, Safeguarding 
Taxpayer Data (A Guide for Your Business). 

Note: Safeguarding client information is also part of an attorney-
practitioner’s (and law firm’s) ongoing professional responsibility. 
ABA Model Rule of Professional Conduct 1.6, Confidentiality of 
Information. Likewise, there may be comparable protections at the 
state level that CPAs must comply with, as there are in California, 
for example. Cal. Code Regs. tit. 16, § 54.1 (“No confidential 
information obtained by a licensee, in his or her professional 
capacity, concerning a client or a prospective client shall be 
disclosed by the licensee without the written permission of the 
client or prospective client, except for the following: [enumerating 
several exceptions, including “disclosures made by a licensee in 
compliance with a subpoena or a summons enforceable by order of 
a court”; “disclosures made by a licensee in response to an official 
inquiry from a federal or state government regulatory agency”; 
“disclosures made when specifically required by law”; and 
“disclosures made at the direct request of the client to a person or 
entity that is designated by the client at the time of the request”].); 
see also Cal. Code Regs. tit. 16, § 54 (generally defining 
“Confidential information” as “all information obtained by a 
licensee, in his or her professional capacity, concerning a client or a 
prospective client[.]”).[10] 

If you have questions about this article, please contact our office by 
phone at 202-317-6897 or eFax at 855-814-1722. 

 

[1] Black's Law Dictionary (12th ed. 2024) (defining “engagement 
letter” as, “A document identifying the scope of a professional's 
services to a client and outlining the respective duties and 
responsibilities of both; esp., a letter from a lawyer agreeing to 
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represent a person or entity in some legal matter and formally 
establishing an attorney-client relationship.”); cf. Cohen v. Radio-
Elecs. Officers Union, Dist. 3, NMEBA, 679 A.2d 1188, 1196 
(N.J.1996) (“Agreements between attorneys and clients concerning 
the client-lawyer relationship generally are enforceable, provided 
the agreements satisfy both the general requirements for contracts 
and the special requirements of professional ethics.”) (internal 
citation omitted); Skoda Minotti Co. v. DiGioia, 2010-Ohio-4901, 
¶ 8, 2010 WL 3934571, *1 (in a case involving a fee dispute between 
an accounting firm (the plaintiff) and two related former clients (the 
defendants), plaintiff sent a letter to the defendants proposing to 
offer them accounting services, and the letter “expressed the terms 
of the agreement, the services plaintiff would perform, and the 
responsibilities of both plaintiff and defendants.”). 

[2] As an example, the American Institute of Certified Public 
Accountants and the Chartered Institute of Management 
Accountants (AICPA-CIMA) provide on their website a 2024 Tax 
Consulting Engagement Letter (“An engagement letter is a contract 
that establishes the services a practitioner will provide to his or her 
clients. Each engagement requires careful consideration to address 
its particular circumstances.”). 

[3] For general information, see IRS Publication 4557, Safeguarding 
Taxpayer Data: A Guide for Your Business, and IRS Publication 5293, 
Protect Your Clients; Protect Yourself – Data Security Resource 
Guide for Tax Professionals. If you are an Authorized IRS e-file 
Provider, see IRS Publication 1345, Authorized IRS e-file Providers of 
Individual Income Tax Returns (including “Safeguarding IRS e-file” in 
Chapter 2). 

[4] A succession plan is a matter of professional responsibility for 
attorneys. See, e.g., ABA Model Rule of Professional Conduct 1.3, 
Diligence, Comment [5] (“To prevent neglect of client matters in the 
event of a sole practitioner’s death or disability, the duty of 
diligence may require that each sole practitioner prepare a plan, in 
conformity with applicable rules, that designates another 
competent lawyer to review client files, notify each client of the 
lawyer’s death or disability, and determine whether there is a need 
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for immediate protective action.”); accord ABA Comm. on Ethics 
and Pro. Resp., Formal Op. 92-369 (1992) (sole practitioners should 
“make arrangements for their client records to be maintained in the 
event of their own death” and “at a minimum include the 
designation of another lawyer” who would have authority to review 
the records and notify clients of their attorney’s death). See, 
generally, Emily Schmidt, Should States Require Private Attorneys 
to Maintain Succession Plans?, UCLA Law Review Blog (Nov. 23, 
2021) (noting that four states mandate succession planning for sole 
practitioners, while an additional 38 states recommend it). 

[5] See Phila. Bar Ass’n Pro. Guidance Comm., Pa. Ethics Op. 2014-
100 (2015) (“Along the lines suggested by [ABA Formal Ethics] 
Opinion 92-369 [referenced in footnote 4, above], a number of 
jurisdictions have concluded that appointment by a lawyer of a 
‘backup attorney’ - more often called an ‘assisting attorney’ - is the 
favored mechanism for dealing with the closure, sudden or 
otherwise, of a law practice.”). 

[6] If the assisting practitioner wishes to confirm who (the specific 
taxpayers) the incapacitated or deceased practitioner was 
authorized to represent before the IRS, a Freedom of Information 
Act (FOIA) request may be filed with the IRS. In response to the FOIA 
request, the Centralized File Authorization (CAF) will generate a 
listing of the representative’s clients, which the assisting 
practitioner can then compare against the practitioner’s files. See 
the Instructions for Form 2848 for more details. 

[7] Incapacity is a “[l]ack of physical or mental capabilities” or a 
lack of “ability to have certain legal consequences attach to one's 
actions.” Black's Law Dictionary (12th ed. 2024) (“Also termed legal 
incapacity.”); Id., Incompetency (“Lack of legal ability in some 
respect, . . . .”). 

[8] It seems prudent (even if not obligatory) to obtain a client’s 
agreement or approval whenever possible. Cf. ABA Formal 92-369, 
n. 8 (“Although the designation of another lawyer to assume 
responsibility for a deceased lawyer's client files would seem to 
raise issues of client confidentiality, in that a lawyer outside the 
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lawyer-client relationship would have access to confidential client 
information, it is reasonable to read Rule 1.6 [on confidentiality] as 
authorizing . . . disclosure . . . [under paragraph (a)] (‘A lawyer shall 
not reveal information relating to representation of a client . . . 
except . . .[if] impliedly authorized . . . to carry out the 
representation.’) Reasonable clients would likely not object to, but 
rather approve of, efforts to ensure that their interests are 
safeguarded.”). 

[9] The NAP application is designed as an IRS Master File research 
tool. An Information Exchange Agreement exists between the Social 
Security Administration and the IRS for death records. The file that’s 
generated can be accessed by IRS programs using the NAP. 

[10] Additionally, although Circular 230 doesn’t have a standalone 
section or sectional provision imposing a confidentiality 
requirement, section 10.51(a)(15) prohibits the following 
misconduct: “Willfully disclosing or otherwise using a tax return or 
tax return information in a manner not authorized by the Internal 
Revenue Code, contrary to the order of a court of competent 
jurisdiction, or contrary to the order of an administrative law judge 
in a proceeding instituted under §10.60.” (Emphasis added.) The 
prohibition includes any violation of IRC 6713 or IRC 7216, which 
are civil and criminal penalties for unauthorized use or disclosure of 
income “tax return information” (defined in Treas. Reg. § 301.7216-
1(b)(3)). Also, Circular 230 practitioners and their firms are subject 
to similar use and disclosure restriction under IRC 6103(c) to the 
extent they receive a taxpayer’s confidential tax information from 
the IRS as a disclosure designee, typically designated on Form 
8821, or on any other written consent to or request for disclosure. 

Back to Top 
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HIGHLIGHTS: The IRS Could Leverage Examination Results in Artificial Intelligence  
Examination Case Selection Models and Improve Processes to Evaluate Performance 

Final Report issued on May 19, 2025 Report Number 2025-308-022

Why TIGTA Did This Audit

Artificial intelligence (AI) is a 
transformative technology that holds 
substantial promise for improving the 
IRS’s examination efforts. The IRS is 
using Inflation Reduction Act of 2022 
funding to deliver cutting-edge 
technology, data, and analytics to 
operate more effectively. 

The IRS plans to use new analytics 
models to reduce the burden on 
compliant taxpayers by improving case 
selection. In August 2022, the 
Department of the Treasury reported 
that the IRS is using AI for examination 
workload selection. 

This audit was initiated to determine 
the effectiveness of the Large Business 
and International and Small 
Business/Self-Employed Divisions’ AI 
models in selecting returns and issues 
for examination.

Impact on Tax Administration

The Tax Gap was most recently 
estimated for Tax Year 2021 to be 
$688 billion annually, of which 
$542 billion (79 percent) is from 
underreporting. The no-change rate is 
a key metric that the IRS uses to 
measure the effectiveness of returns 
selected for examination. Current 
return selection models have resulted 
in a high percentage of examinations 
completed with no change to the tax 
liability. This results in the IRS using 
resources on unproductive 
examinations and unnecessarily 
burdening compliant taxpayers. AI 
models are intended to improve the 
process the IRS uses to select cases for 
examination.

What TIGTA Found

The IRS was proactively using AI prior to the December 2020 
Presidential Executive Order, Promoting the Use of Trustworthy 
AI in the Federal Government. The IRS integrated statistical and 
machine-learning techniques into return selection processes. The 
IRS revamped how it selects returns and identifies issues for 
examination by using AI models trained on current return data 
rather than relying on historical examination results.

However, historical examination results are informative and 
should be used by the IRS to monitor and improve AI models 
when available. For example, the IRS could use examination 
results to improve return classification and return selection AI 
models that could potentially identify new areas of 
noncompliance. 

The IRS should also consider evaluating ensemble 
machine-learning for improving the accuracy of identifying 
noncompliant taxpayers and narrowing the Tax Gap. Ensemble 
learning is an approach that combines multiple machine-learning 
algorithms to potentially improve performance by making more 
accurate predictions of which tax returns and/or issues to 
examine. 

Additionally, the IRS has not established processes to evaluate 
whether the performance of AI models is better than prior 
methods or is achieving the intended objectives. Therefore, the 
IRS cannot readily demonstrate in real-world context if AI models 
are improving the IRS’s overall examination compliance efforts. 
Not evaluating performance results is contrary to federal AI key 
practices to ensure accountability and responsible AI use.

What TIGTA Recommended

We recommended that the Chief Tax Compliance Officer, in 
partnership with the Chief Data and Analytics Officer where 
appropriate, require division commissioners to: (1) use 
governance processes to ensure that examination performance 
results are part of the monitoring and continuing refinement of 
the return classification and selection AI models; (2) refine AI 
models by incorporating ensemble machine-learning when 
appropriate; and (3) establish a measurement plan with 
appropriate metrics to monitor AI models to ensure that they are 
achieving the expected benefits and to correct any model drifts.

The IRS agreed with all three of our recommendations, agreeing 
with recommendations 1 and 3, subject to staffing constraints 
and anticipated new Department of the Treasury guidance on AI 
governance. Regarding recommendation 2, the IRS stated that it 
has already tested and implemented ensemble methods in these 
models, where appropriate.
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Figure 1: Gross Annual Tax Gap Summary for Tax Year (TY) 20217

Source: IRS Publication 5869, Federal Tax Compliance Research: Tax Gap Projections for TYs 2020 and 
2021 (October 2023). *Off due to rounding.

Noncompliant taxpayers can undermine public confidence in the fairness and integrity of the 
federal tax system, encouraging more noncompliance.8 To address underreporting by taxpayers, 
the IRS selects tax returns for examination. According to IRS policy, the primary objective in 
selecting returns for examination is to promote the highest degree of voluntary compliance on 
the part of taxpayers. This requires: 

1) Exercising professional judgment in selecting enough returns from all classes to assure 
all taxpayers of equitable consideration.

2) Using available experience and statistics indicating the probability of substantial error.

3) Making the most efficient use of examination staffing and other resources.

Examination no-change rates
The IRS uses the no-change rate, (i.e., the percentage of examinations resulting in no change to 
the tax return), to provide insight into the effectiveness of tax return selection. This performance 
metric can signal that current return selection processes and resources are potentially inefficient 
and burden compliant taxpayers. Figure 2 shows that a high percentage of returns examined 
resulted in no change to tax liability, particularly among non-individual tax return examinations.

The high no change rate in large partnership audits has been a challenge for the IRS’s 
compliance efforts in part due to the fact that many partnerships have multiple tiers of 
connected partnerships with thousands of partners, and it is challenging for the IRS to trace 

7 See Appendix VIII for a glossary of terms.
8 Congressional Research Service, Federal Tax Gap: Size, Contributing Factors, and the Debate Over Reducing It 
(October 2023).
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transactions through the tiers of partners to the ultimate partner who is at issue in the 
examination.9

Figure 2: IRS Examination No-Change Rate Percentage by  
Return Type for TYs 2017 Through 202110

Source: Analysis of IRS Fiscal Year 2023 Data Book, Table 17.

The no-change rate is a concern to stakeholders. During a February 2024 congressional hearing, 
the IRS Commissioner stated that AI solutions currently implemented at the agency could 
reduce no-change audits that burden taxpayers and cost the IRS resources.11

Inflation Reduction Act (IRA) impact
In addition to the IRS’s annual appropriation, in August 2022, Congress enacted the IRA, giving 
the IRS funding to improve the administration of the tax system and services provided to 
taxpayers. The IRS initially received $79.4 billion from the IRA. However, as of March 2025, 
Congress subsequently reduced IRA funding to $37.6 billion.12

9 GAO, GAO-23-106020, IRS Audit Processes Can Be Strengthened to Address a Growing Number of Large, Complex 
Partnerships (July 2023).
10 The data are as of September 30, 2023. According to IRS management, no-change examinations (examinations 
where no adjustment to tax liability is made) tend to close more quickly than examinations resulting in changes. 
Consequently, additional examination closures after September 30, 2023, may result in lowering the no-change 
percentages. The IRS stated that the Data Book Table 17 shows there are a substantial number of open examinations 
for TYs 2020 and 2021 for all three taxpayer segments, along with many large corporate and partnership examinations 
still open for TYs 2018 and 2019. As such, the no-change rates as presented in Figure 2 may decrease over time. Also, 
the partnership and corporate no-change rates represent returns with all asset sizes.
11 U.S. House of Representatives, Committee on Ways and Means, Hearing on IRS Oversight (February 15, 2024).
12 The Fiscal Responsibility Act of 2023 (Pub. L. No. 118-5, 137 Stat. 10) rescinded $1.4 billion; The Further 
Consolidated Appropriations Act, 2024 (Pub. L. No. 118-47, 138 Stat. 460) rescinded $20.2 billion; and the Full-Year 
Continuing Appropriations and Extensions Act, 2025 (Pub. L. No. 119-4) rescinded another $20.2 billion. Each of these 
rescissions reduced the amount of enforcement funding.
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	WASHINGTON — The Internal Revenue Service today announced its annual Dirty Dozen list of tax scams for 2025 with a warning for taxpayers, businesses and tax professionals to watch out for common schemes that threaten their tax and financial information.
	Ranging from email schemes to misleading tax credits, many of the Dirty Dozen items peak during filing season as people prepare their tax returns. In reality, these scams can occur throughout the year as fraudsters look for ways to steal money, person...
	The IRS' annual Dirty Dozen campaign lists 12 scams and schemes that threaten taxpayers. While the Dirty Dozen is not a legal document or a formal listing of agency enforcement priorities, the education effort is designed to raise awareness and protec...
	“Scammers are relentless, and they use the guise of tax season to try tricking taxpayers into falling into a variety of traps. These red flags can lead to everything from identity theft to being misled into claiming tax credits for which they’re not e...
	Under Lemons’ leadership, the IRS created the Dirty Dozen campaign in 2002 to counter emerging scams being seen across the country. Combined with related efforts by the Security Summit, the IRS has worked for a decade with state tax agencies and the n...
	The Dirty Dozen list often has cautioned taxpayers about tax-related identity theft, in support of the Security Summit’s ongoing efforts in this area, that have led to protecting millions of taxpayers and billions of dollars from refund fraud.
	Last year, the tax community launched a related effort called the Coalition Against Scam and Scheme Threats (CASST) following a surge in social media-fueled scams.
	As part of these continuing efforts to protect taxpayers against constantly evolving scams, the 2025 IRS Dirty Dozen list highlights the following 12 pervasive threats:
	Email phishing scams: The IRS continues to see a barrage of email and text scams targeting taxpayers and others. Taxpayers and tax professionals should be alert to fake communications from entities posing as legitimate organizations in the tax and fin...
	 Phishing: An email sent by fraudsters claiming to come from the IRS. The email lures the victims into the scam with a variety of ruses such as enticing victims with a phony tax refund or threatening them with false legal or criminal charges for tax ...
	 Smishing: A text or smartphone SMS message where scammers often use alarming language such as, "Your account has now been put on hold," or "Unusual Activity Report," with a bogus "Solutions" link to restore the recipient's account. The promise of un...
	As a reminder, never click on any unsolicited communication claiming to be from the IRS as it may surreptitiously load malware. This may also be a way for malicious hackers to load ransomware that keeps the legitimate user from accessing their system ...
	The IRS has special information available to help people understand and report email scams.
	Bad social media advice: Another growing concern in 2025 continues to involve incorrect tax information on social media that can mislead honest taxpayers with bad advice, potentially leading to identity theft and tax problems. Social media platforms r...
	The IRS and CASST warn people not to fall for these scams, and urge them to follow trusted social media advice from the IRS, tax professionals and other reputable sources. The IRS reminds taxpayers who knowingly file fraudulent tax returns that they c...
	IRS Individual Online Account help from scammers: Swindlers can pose as a "helpful" third party and offer to help create a taxpayer's IRS Individual Online Account at IRS.gov. In reality, no help is needed, and the agency offers tips on how to sign up...
	Fake charities: Bogus charities are a perennial problem that can intensify whenever a crisis or natural disaster strikes. Scammers set up these fake organizations to take advantage of the public's generosity. They seek money and personal information, ...
	Taxpayers who give money or goods to a charity might be able to claim a deduction on their federal tax return if they itemize deductions, but charitable donations only count if they go to a qualified tax-exempt organization recognized by the IRS.
	False Fuel Tax Credit claims: A major concern during the past year involved taxpayers who were misled into believing they were eligible for the Fuel Tax Credit. The credit is meant for off-highway business and farming use and is not available to most ...
	Credits for Sick Leave and Family Leave: This specialized credit is available for self-employed individuals for 2020 and 2021 during the pandemic; the credit is not available for later tax years. The IRS is seeing repeated instances where taxpayers ar...
	Bogus self-employment tax credit: Social media advice continues to circulate about a non-existent “Self-Employment Tax Credit” that’s misleading taxpayers into filing false claims. Promoters market it as a way for self-employed people and gig workers ...
	In reality, the underlying credit being referred to in social media is not called the “Self-Employment Tax Credit,” it’s a much more limited and technical credit called the Credits for Sick Leave and Family Leave. Many people simply do not qualify for...
	Improper household employment taxes: Taxpayers “invent” fictional household employees and then file Schedule H (Form 1040), Household Employment Taxes, to claim a refund based on false sick and family medical leave wages they never paid.
	The overstated withholding scam: This is a recent scheme circulating on social media encouraging people to fill out Form W-2, Wage and Tax Statement, or other forms like Form 1099-NEC and other 1099s with false income and withholding information.
	In this overstated withholding scheme, scam artists suggest people make up large income and withholding amounts as well as the fictional employer supplying those amounts. Scam artists then instruct people to file the bogus tax return electronically in...
	If the IRS cannot verify the wages, income or withholding credits entered on the tax return, the tax refund will be held pending further review. Taxpayers should always file a complete and accurate tax return. They should only use legitimate informati...
	There are multiple variations of the overstated withholding credit scheme, including those involving Forms W-2 and W-2G; Forms 1099-R, 1099-NEC, 1099-DIV, 1099-OID and 1099-B; as well as the Alaskan Dividend Fund, Schedule K-1 with Withholding Reporte...
	Misleading Offers in Compromise: The Offers in Compromise (OIC) program is an important program that helps people settle their federal tax debts when they are unable to pay in full. But "mills" can aggressively promote Offers in Compromise in misleadi...
	Ghost 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. A m...
	New client scams and spear phishing: In 2025, the IRS continues to see the "new client" scam, which involves spear phishing attempts that target tax pros. Cybercriminals impersonate new, potential clients to trick tax professionals and other businesse...
	Phishing is a term given to emails or text messages designed to get users to provide personal information, and spear phishing is a phishing attempt tailored to a specific organization or business. Tax professionals frequently find themselves a target ...
	Businesses and individuals, including tax pros, should always be cautious and look out for any suspicious requests or unusual behavior before sharing any sensitive information or responding to an email. Warning signs include poorly constructed sentenc...
	Baker’s Dozen: Watch out for other abusive schemes
	The IRS also reminds taxpayers that beyond the Dirty Dozen, there are a wide array of other abusive schemes and bogus tax avoidance strategies that can mislead well-intentioned taxpayers. These can involve different types of trusts, offshore schemes a...
	While the Dirty Dozen list is not a legal document or a formal listing of agency enforcement priorities, it is intended to alert taxpayers and the tax professional community about various scams and schemes.
	Report abusive tax schemes and tax return preparers
	In support of the Dirty Dozen awareness effort, the IRS also encourages people to report individuals who promote improper and abusive tax schemes as well as tax return preparers who deliberately prepare improper returns.
	To report an abusive tax scheme or a tax return preparer, people should use the online Form 14242 – Report Suspected Abusive Tax Promotions or Preparers, or mail or fax a completed Form 14242 and any supporting material to the IRS Lead Development Cen...
	Mail:
	Internal Revenue Service Lead Development Center Stop MS5040 24000 Avila Road Laguna Niguel, CA 92677-3405
	Fax: 877-477-9135
	Taxpayers and tax practitioners may also send the information to the IRS Whistleblower Office for a possible monetary award.
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