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May 18, 2021 – Industry Updates for Tax Pros



U.S. Department of the Treasury Report

April 28, 2021
 A well-functioning tax system 

requires that all taxpayers pay 
what they owe

 The top 1% failed to report 20% 
of their income and failed to pay 
nearly $175 billion in taxes owed 
annually

 A robust and sustained 
investment in the IRS is necessary 
to ensure it can do its job of 
administering a fair and effective 
tax system

Source: https://home.treasury.gov/news/press-releases/jy0150



#CCHFT20

 President Biden’s American Families Plan Offers 
Proposals to Collect $700 Billion in Outstanding 
Federal Tax Liabilities. The plan contains three 
proposals:
 Increase the IRS Budget. Biden will ask for $80B 

over 10 years to overhaul the tax administration 
and provide IRS resources to investigate large 
corporations, partnerships and high-net-worth 
individuals.

 Households with under $400,000 in income will 
not be targeted.

 Overhaul outdated technology to help the IRS 
identify tax evasion

 Financial Institution Reports. The administration 
would require reporting on account flows by 
financial institutions.

 Regulating Tax Preparers. Biden would authorize 
Treasury to regulate tax return preparers.  

bhfs.com

Enforcement Proposals in the American Families Plan



IRS Enforcement

#CCHFT20

 Declining IRS Customer Service and Enforcement: The IRS has shifted resources 
from customer service and enforcement to adapting to significant changes in new 
tax laws, many of theme temporary, COVID-related relief.  In addition, COVID 
restrictions resulting in a backlog of processing 2019 tax returns.

 $80 Billion: President Biden plans to boost IRS funding and strengthen compliance 
with an $80 billion investment to the IRS.  He claims that this investment would 
generate $700 billion in revenue over a decade.

 “The IRS requires more resources to conduct investigations into 
underreported income and to pursue high-income taxpayers who evade their 
tax liability through complex schemes.”   

 Improvements: The funding would be used in areas such as modernizing 
technology to help identify tax evasion, hiring and training auditors, and 
improving customer service.

 Targets: Enforcement will be focused on efforts to audit high-income taxpayers 
and businesses rather than middle-class Americans.

bhfs.com



Information Reporting

#CCHFT20

 Information Reporting: The Biden proposal reform would require certain financial 
institutions to provide the IRS information on account flows, similar to the 1099 
information provided on income streams such as retirement savings withdrawals 
and unemployment income.  Although few details are available, the proposal 
leverages the information that financial institutions already know about account 
holders.

 Existing Laws:   In recent decades, Congress has required disclosure of foreign bank 
accounts (FATCA) in order to ensure taxpayer are reporting all income.  In addition, 
investment managers are required to keep and report basis in stock and other 
assets for purpose of assisting taxpayers to report the correct amount of capital 
gains.  

 Congressional Scoring.   In contrast to additional funding for the IRS, the Joint 
Committee on Taxation will score proposals for additional information reporting as 
raising revenue.  However, previous proposals usually generate billions, rather than 
hundreds of billions of dollars. 

bhfs.com



Regulation of Paid Tax Preparers
 Regulate Tax Preparers. The plan would give the IRS legal authority to implement 

safeguards in the tax preparation industry, including stiffer penalties for 
unscrupulous preparers (ghost preparers) failing to identify themselves on tax 
returns and defraud taxpayers.

 History. Treasury and the IRS previously had 
this authority until it was revoked in the 
Loving case several years ago.

 Congressional Attempts. Congress has tried 
several times to reinstate it consistent with 
judicial limitations.  Former President Trump 
proposed reinstating it in each of his budgets.  
The Senate Finance Committee haggled over 
details for several years.

 Support. This year action is more likely than 
ever.  The AICPA, who had opposed previous 
versions, is likely to endorse the legislation. 



Looking Ahead

Taxpayers at higher risk for additional audits
 Individuals who earn more than $400,000
 Individuals with pass-through entities who earn more than $1,000,000

 Sole Proprietorships
 Partnerships
 S-Corporations

 Large Corporations
 Cryptocurrency Investors
 Offshore Account Holders
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