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United States — High-Income Taxpayers Under IRS
Scrutiny Says 2023 Data Book

The U.S. Internal Revenue Service (the “IRS”) released its “2023 Data Book” on April 18, 2024, an
annual publication which details the IRS’s activities during fiscal year 2023." The 2023 Data Book
provides IRS compliance statistics for fiscal year 2023 (October 1, 2022, through September 30,
2023), and details the initial impacts of the increased funding provided under the Inflation Reduction
Act of 2022 (“IRA”) on IRS operations?.

WHY THIS MATTERS

The IRS has intensified its enforcement and collections efforts, particularly targeting high-income and high-
wealth (HIHW) individuals.® Many globally-mobile employees fall into this HIHW category. With the
implementation of various compliance initiatives specifically targeting HIHW individuals, made possible by the
increased funding from the IRA, many assignees within the HIHW category are likely to experience
heightened scrutiny.

The 2023 Data Book underscores the IRS’s growing focus on enforcing tax compliance among HIHW
individuals. Thus, it is advisable for these individuals to exercise due diligence by maintaining comprehensive
records and documentation in anticipation for potential audits.

The 2023 Data Book

According to the 2023 Data Book, the IRS collected approximately $4.7 trillion in revenue and processed
more than 271.4 million tax returns and other forms in the fiscal year 2023. This includes 163.1 million
individual tax returns.

The IRS had a high rate of examination of HIHW individuals, examining 8.7 percent of taxpayers filing
individual tax returns reporting total positive income of $10 million or more for tax years 2013 through 2021.
This rate of audit for high-wealth individuals is significantly higher than the overall rate of individual audits,
which stood at 0.44 percent of individual returns filed for tax years 2013 through 2021.
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There was no increase in the audit rate for taxpayers earning under $400,000 per year in the fiscal year 2023.
The IRS also:

* closed 582,944 tax return audits, resulting in $31.9 billion in recommended additional tax;

* issued $659 million in refunds, a 2.7 percent increase over FY 2022;

* expanded its workforce by 5 percent by hiring 5,800 new employees, resulting in increased in efficiencies
and improved taxpayer experience;

* launched a free tax return filing program, Direct File, in 12 states in 2024;

* opened/reopened more than 50 taxpayer assistance centers were in the fiscal year 2023.

KPMG INSIGHTS

Additionally, as part of a broader compliance effort, the IRS began issuing compliance alerts for failure to file
a tax return beginning with the filers in the highest-income categories in 2024.# The IRS plans on
implementing further enforcement actions for noncompliant taxpayers.

If taxpayers have received such an alert, it is advisable to consult with a qualified tax professional or your
local KPMG contact.

FOOTNOTES:
1 See |R-2024-115.

2 For prior coverage of the IRA, see GMS Flash Alert 2022-150 (August 22, 2022).

3 See IR-2024-115; GMS Flash Alert 2023-171 (September 12, 2023). Also see see "Anticipated Increase in
IRS Enforcement Activity with Inflation Reduction Act Funding" (November 2023) published in Mobility
Matters, an online publication of KPMG LLP (U.S.).

4 See |R-2024-56.
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https://www.irs.gov/newsroom/irs-releases-2023-data-book-describing-agencys-transformation-through-statistics
https://kpmg.com/xx/en/home/insights/2022/08/flash-alert-2022-150.html
https://kpmg.com/xx/en/home/insights/2023/09/flash-alert-2023-171.html
https://kpmg.com/us/en/articles/2023/mobility-matters-irs-plan.html
https://kpmg.com/us/en/articles/2023/mobility-matters-irs-plan.html
https://www.irs.gov/newsroom/irs-launches-new-effort-aimed-at-high-income-non-filers-125000-cases-focused-on-high-earners-including-millionaires-who-failed-to-file-tax-returns-with-financial-activity-topping-100-billion#:%7E:text=topping%20%24100%20billion-,IRS%20launches%20new%20effort%20aimed%20at%20high%2Dincome%20non%2Dfilers,financial%20activity%20topping%20%24100%20billion

The above information is not intended to be "written advice concerning one or more Federal tax matters" subject to the
requirements of section 10.37(a)(2) of Treasury Department Circular 230 as the content of this document is issued for general
informational purposes only.

The information contained in this newsletter was submitted by the KPMG International member firm
in the United States.
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Learn about us: m kpmg.com

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International
Limited, a private English company limited by guarantee. All rights reserved. Printed in the U.S.A. USCS001250-2F

The KPMG name and logo are registered trademarks or trademarks of KPMG International. The KPMG name and logo are trademarks used under license by the independent
member firms of the KPMG global organization.

KPMG LLP is the U.S. firm of the KPMG global organization of independent professional services firms providing Audit, Tax and Advisory services. The KPMG global organization
operates in 147 countries and territories and has more than 219,000 people working in member firms around the world.

Each KPMG firm is a legally distinct and separate entity and describes itself as such. KPMG International Limited is a private English company limited by guarantee. KPMG
International Limited and its related entities do not provide services to clients.

GMS Flash Alert is a publication of the KPMG LLP Washington National Tax practice.

KPMG International Limited is a private English company limited by guarantee and does not provide services to clients. No member firm has any authority to obligate or bind KPMG
International or any other member firm vis-a-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. The information contained
herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information
without appropriate professional advice after a thorough examination of the particular situation.



	GMS Flash Alert
	United States – High-Income Taxpayers Under IRS Scrutiny Says 2023 Data Book
	The 2023 Data Book
	FOOTNOTES:


	WHY THIS MATTERS
	KPMG INSIGHTS

