
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:
-On the web, use the Chat function to send a message

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 
additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  
Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.
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Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality
When listening via your computer speakers, please note that the quality 
of your sound will vary depending on the speed and quality of your internet 
connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 
without limitation, the tax treatment or tax structure, or both, of any transaction 
described in the associated materials we provide to you, including, but not limited to, 
any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 
subject to change.  Applicability of the information to specific situations should be 
determined through consultation with your tax adviser.
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Dennis Perez has extensive experience in the representation of clients in civil and
criminal tax litigation and in tax disputes and controversies before the Internal
Revenue Service and all the California taxing agencies. Mr. Perez was formerly a
senior trial attorney with District Counsel, Internal Revenue Service, in Los Angeles,
California. Mr. Perez is a Certified Tax Specialist, California State Bar Board of
Certification and is also a Fellow of the American College of Tax Counsel. He
frequently lectures on advanced civil and criminal tax topics at seminars and before
national, state and local bar associations and accountancy groups.

He is a co-author of the BNA Portfolio, Tax Crimes, has served as the Chair of the Los Angeles
Lawyer Magazine Editorial Board and is the first recipient of the Los Angeles Lawyer Sam Lipsman
Service Award for outstanding service to the Los Angeles Lawyer Magazine. He is past Chair of the
Tax Procedure and Litigation Committees of the Taxation Sections of the State Bar of California and
the Los Angeles County Bar Association. Mr. Perez is past President of the Alumni Board for the
UCLA School of Law and has served as an Adjunct Professor, Golden Gate University, Graduate
School of Taxation.
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Prior to joining the firm as a principal, Sandra Brown spent more than 26 years as a federal
trial lawyer, including serving as the Acting United States Attorney and twice as the First
Assistant United States Attorney, in the Office of the U.S. Attorney, Central District of
California. In addition to leading the Central District of California’s United States Attorney’s
Office, where she supervised approximately 270 attorneys in the largest Justice Department
Office outside of Washington, D.C., Ms. Brown also served as the Chief of the Tax Division for
more than ten years where she supervised lawyers within the United States Attorney’s Office,
the Department of Justice Tax Division and the Department of Treasury who were responsible
for complex Federal civil and criminal tax matters, including related grand jury proceedings,
trials and appeals.

Ms. Brown’s broad range of experience in complex civil tax controversies and criminal tax investigations and
litigation, includes having personally handled over 2,000 cases on behalf of the United States before the
United States District Court, the Ninth Circuit Court of Appeals, the United States Bankruptcy Court, the
United States Bankruptcy Appellate Panel and the California Superior Court. She obtained her LL.M. in
Taxation from the University of Denver, is a fellow of the American College of Tax counsel as well as a
member of the California State Bar, American Bar Association Tax Section & Criminal Justice Section, NYU
Tax Controversy Institute Advisory Committee, Beverly Hills Bar Association Taxation Section, Federal Bar
Association, California Lawyers Association Tax Section, and the Women’s White Collar Defense Association.

Ms. Brown’s practice focuses on individuals and organizations who are involved in criminal tax investigations,
including related grand jury matters, court litigation and appeals, as well as representing and advising
taxpayers involved in complex and sophisticated civil tax controversies, including representing and advising
taxpayers in sensitive-issue audits and administrative appeals, as well as civil litigation in federal, state and
tax court.
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CORY STIGILE specializes in tax controversies as well as tax, business, and international tax. His
representation includes Federal and state tax controversy matters and tax litigation, including
sensitive tax-related examinations and investigations for individuals, business enterprises,
partnerships, limited liability companies, and corporations. His practice also includes complex
civil tax examinations, administrative appeals and tax collection proceedings (where he is
widely respected for achieving meaningful resolutions of difficult tax collection issues). Mr.
Stigile frequently writes and lectures on topics involving taxation.

.
His more recent speaking engagements include “Back to Basics on The Ethics of Federal Tax Practice: Best
Practices 101” for the American Bar Association Tax Section, “The Administrative Tax Controversy Case from
Examination to Appeals” for the ABA Tax Section, “Tax Settlements – IRS Appeals, FTB Settlement Bureau
and CDTFA Settlement Section” for the Channel Counties Santa Barbara Discussion Group of CalCPA,
“Income Tax Update” for California State University, Los Angeles, “Tax Identity Theft” for the Taxation
Technical Committee of the Los Angeles Chapter of CalCPA, “Best Practices in ‘Settling’ Cases with the IRS
and FTB for the Glendale Estate Planning Counsel, the “IRS Audit Programs and Other Hot Tax Controversy
Issues” for the Santa Clarita Valley Discussion Group of the Los Angeles Chapter of CalCPA, “Updates on Civil
and Criminal Tax (Federal) for the Best of CLE program in Santa Monica, California, and the “Tips and Tricks
for IRS, FTB & SBE Settlements” panel at the Los Angeles County Bar Association Practitioner’s Conference.
He was also interviewed by Bloomberg Law regarding IRS Wealth Squad audits focusing on the super-rich.
Mr. Stigile was awarded the distinction of Super Lawyer Rising Star in 2012 through 2016, as recognized and
published in Los Angeles Magazine. He was also on the Planning Committee of the Annual UCLA Extension
Tax Controversy Institute and a member of the Western States Bar Association.



ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR 
WRITTEN BY THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, 
BY A CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) 
AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (ii) 

PROMOTING, MARKETING OR RECOMMENDING TO ANOTHER PARTY ANY 
MATTERS ADDRESSED HEREIN. 

The information contained herein is of a general nature and based on 
authorities that are subject to change.  Applicability of the information to 
specific situations should be determined through consultation with your 

tax adviser.

Nothing in this presentation should be construed to constitute 
investment advice, tax advice or securities advice in any way or manner. 

NOTICE



• IRS Overview, Environment, Enforcement Information

• High Wealth / High Income Focus

• High Income Non-filer Focus

• Global High Wealth Industry Group

• New Global High Wealth Internal Revenue Manual 
Provisions

• Current IRS Enforcement Priorities

• Controversy Practice Considerations / Best Tax Practices

Presentation Overview
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IRS Overview, Environment, 
Enforcement Information
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• IRS Commissioner

• Former Practitioner

• Speech at AICPA National Tax Conf.

• Respect for Both Sides / 
Transparency

• Enforcement (Attend Sentencings)

• Traditional Tax Crimes

• Informal Guidance

• Working on TCJA Guidance

• Identify Theft

• Crypto Currency Warning

• Technology

• Subsequent Guidance Areas

• People First

• COVID-19 Relief FAQs

IRS Enforcement (Pre-COVID-19)



13

• IRS Relationship with Congress and Budget
• $1 Trillion Tax Gap?  Compare to $441 billion in 2020 TIGTA report.
• Democrat Controlled House, Senate (formerly Republican Senate)

• 2019 Shutdown
• 2020 COVID-19
• 2019 Record IRS Collections / 2020 Record Administration of COVID-19 

Relief
• Investigations/Examinations from TCJA, Taxpayers First Act, CAREs Act, 

Other COVID-19 Relief
• Reversal of trends in Budget / Morale / Attrition?

• IR-2019-77 – Announcement of multi-year plan to:
• Update, modernize IT systems
• Effort focused on improved taxpayer services

• Expanded cybersecurity and taxpayer data protections

IRS Environment / Enforcement 
Post-COVID-19
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Audit Rates, 2010 vs. 2018**

Source: U.S. Department of Treasury, The American Families Plan 
Tax Agenda, May 2021 (citing IRS Statistics of Income Databook)

**Note:  2018 Audit Cycle is not completed



• Commissioner, Internal Revenue — Charles P. Rettig
― Chief of Staff — Kevin Q. McIver

― Specialized Units Reporting to Commissioner
― IRS Chief Counsel — William M. Paul*

― The IRS Chief Counsel also reports to the Treasury General Counsel on certain 
matters.

― Taxpayer Advocate Service — Erin M. Collins, National Taxpayer Advocate

― Appeals — Andy Keyso, Chief of Independent Office of Appeals

―Deputy Commissioner for Services and 
Enforcement (Sunita Lough)

Executive Leadership / New Organization Structure
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• Deputy Commissioner for Services and Enforcement — Sunita 
Lough (reports to Commissioner and oversees divisions)
― LB&I Division — Douglas O'Donnell, Commissioner

― Small Business/Self Employed Division
― Darren Guillot, Commissioner, Collection

― De Lon Harris, Commissioner, Examination

― Wage and Investment Division — Ken Corbin, Commissioner

― Tax Exempt and Government Entities Division — Edward T. Killen, 
Commissioner (acting)

― Criminal Investigation — James C. Lee, Chief

― Return Preparer Office — Carol Campbell, Director

― Office of Professional Responsibility — Sharyn Fisk, Director 

Executive Leadership / New Organization Structure
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• Expanded use of soft notices and other non-audit 
contacts (i.e. Letter 6336 for Microcaptive insurance 
transactions)

• Aggressively target areas of significant risk
• Enhanced coordination with treaty partners and 

international organizations 
• All LB&I Counsel lawyers have been trained in the 

fundamentals of international taxation
• Revise & enhance case selection procedures to better 

identify high-risk transactions

CURRENT IRS ENFORCEMENT PROCEDURES
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• Continue focus on corporations, high-income 
individuals, business income, and flow-through 
entities (including GHW audits)
― LB&I teaming up with SBSE to increase coverage of high 

income people

• Implement a comprehensive non-filer program.

• Increase criminal investigations of existing and 
emerging high-risk areas.

• Identify & pursue promoters of tax schemes.

CURRENT IRS ENFORCEMENT PROCEDURES
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• Identify & pursue misuse of tax-exempt organizations

• Develop & implement a coordinated preparer plan 
across the IRS and preparer community

• Diligently administer a system of preparer sanctions
• Leverage research to identify areas of abuse and non-

compliance by return preparers

CURRENT IRS ENFORCEMENT PROCEDURES
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High Wealth / High Income Focus



• Cross-Operating Division Approach to High 
Income / High Net Worth Taxpayers

―Wage and Investment Division (W & I)

―Tax Exempt / Governmental Entities (TEGE)

―Large Business & International (LB&I)

―Small Business / Self-Employed (SB/SE)

Internal Revenue Service
Operating Divisions
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• Two examination/collection focuses:

―High Income Non-filers

―Global High Wealth 

―LB&I Audits

Internal Revenue Service
Operating Divisions
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High Income Non-Filer Focus



• New Report of Treasury Inspector General for Tax 
Administration (“TIGTA”), May 29, 2020
― Title:  “High-Income Nonfilers Owing Billions of Dollars are 

Not Being Worked by the IRS”
― Note the sample set addressed by TIGTA was for periods 2014-2016

• 2015 TIGTA Report
― Title:   “Improvements Are Needed in Resource Allocation 

and Management Controls for Audits of High-Income 
Taxpayers”

• Congressional Oversight (questions posed and 
pressure)  

Why now?  New High Wealth Focus Indicators
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• TIGTA’s report focused on high-income non-filers

• How does IRS define “high-income”?    $100k or more 
(IRM 5.19.2.8)

• Number of high-income non-filers = 879,415

• Number of cases not worked by IRS = 369,180

IRS Response to TIGTA Report
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• Highlights of Response to TIGTA report 
― Written by former SBSE Commissioner, Eric Hylton, May 7, 

2020 (also former deputy chief of IRS Criminal Investigation)

― Reference to Comm’r Rettig’s repeated emphasis at 
conferences  

― High income filers remain a major enforcement focus of the IRS

― Former budget limitations, and a thank you to Congress and 
the Administration for new and continuing investment in 
enforcement (budget increases)

― Examples of steps already taken

IRS Response to TIGTA Report
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• Examples of steps already taken for high income non 
filers
― 2018 SBSE Nonfiler Strategic Plan

― Enforcement Options (Enforcement – IRM 5.1.11)
― IRC 6020(b) Authority – IRS prepares return

― Referral to Examination

― Referral to Criminal Investigation

IRS Response to TIGTA Report (cont.)
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• Revenue Officer Compliance Sweeps (ROCS) for HINL
― Face to face engagement with taxpayers 

― In 2020, focus on high-income non-filers (this was a noted exception 
to cessation of most enforced collection under the People First 
Initiative in response to COVID-19) 

― 3 yrs. unfiled returns

― Identified by geographic locations, nationally

― Assigned to experienced Revenue Officers

― Unannounced and announced field visits (Feb.- Mar. ‘20)

― Education, Compliance, and Enforcement 

― Not temporary.  Will continue with more of these sweeps

IRS Response to TIGTA Report (cont.)
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• Operation Surround Sound
― Successor effort to HiDeF, if perceived egregious 

noncompliance/indicators of potential fraud

― Collaboration between Office of Fraud Enforcement (OFE), 
Collection and Examination Operations

― Use of data analytics for OFE to make appropriate 
recommendations

― Outcomes – many to CI, or Exam referral, or Collection for 
SFR

High Income Non-Filer Emphasis
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• Collection Operations – Collect Delinquent Returns and 
Taxes Due (some non-filers selected by Examination)

• Resources in campus and field to work these cases

• Case Creation Non-filer Identification Process (CCNIP)

• Roughly 9 million individual non-filers annually (TIGTA)

• IRM 5.19.2 – IMF Return Delinquency

• IRM 5.19.22 – BMF Return Delinquency

• IRM 5.1.11 – Delinquent Return Investigations

• Many file after notices

IRS Response to TIGTA Report (cont.)
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• How is it determined that an individual is a HINF?
― Potential income based on 3rd party information

• A much smaller subset of all individual non-filers
― For TY 2016 and later, IRS works every HINF case (notice, 

virtual, and/or field)

IRS Response to TIGTA Report (cont.)
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Advising Clients Before and 
After IRS Involvement



• Filing delinquent tax returns
― Filing sooner limits penalties

― You’ll owe less than if IRS files for you under SFR

― OICs and IAs are available

• Voluntary Disclosure Practice is available (more later)
― If potential criminal exposure

― Form 14457 

― IRS formalized its voluntary disclosure in a November 18 
Memorandum.

High Income Non-Filers Next Steps
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• Explanation of current year compliance obligations
― Explain different between tax payment and tax filing

obligations

― Explain estimated payments vs. withholding

• Consideration of prior year compliance
― Consider client’s engagement of attorney and potential 

Kovel arrangement
― The IRS continues to mention cross referrals to CI.  

• Review of potential refunds, NOLs, or other attributes 
for prior years with no filings 

New Client (Previous Non-filer) Considerations
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• IRS’s Voluntary Disclosure Practice – IRS Revamped In 
Nov. 2018 Memorandum
― Requirements

― Must file timely pre-clearance request (Form 14457) and be 
approved by CI

― Agree to file up to six years of original/amended returns

― Fraud penalty on highest income year (and FBAR penalty if 
applicable per IRM penalty guidelines) but can argue for lower 
penalty

― Timely pay tax, penalty and interest unless make other 
arrangements (e.g., installment agreement)

― IRS will audit returns filed through the program

Pre-IRS Notification Disclosure Considerations 
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• IRS’s Voluntary Disclosure Program 
― Benefits

― High likelihood of avoiding criminal prosecution

― Avoid accuracy-related penalties for other years

― Considerations
― IRS expects cooperation – failure can result in termination

― Requires comprehensive narrative and factual background

― Expect document requests, client interviews, and requests for 
statute extensions and bank secrecy waivers

Pre-IRS Notification Disclosure Considerations 
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• IRS’s Voluntary Disclosure Program 
― Barriers to Entry

― Untimeliness: (i) IRS begun investigation or exam, or notified 
taxpayer of same; (ii) IRS received third-party info. regarding 
taxpayer non-compliance; (iii) IRS enforcement action generated 
information regarding taxpayer non-compliance (e.g., summons)

― Illegal source income

― Potential exclusion if taxpayer, spouse or related entities under 
criminal investigation by other law enforcement agency

Pre-IRS Notification Disclosure Considerations 
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• IRS’s Voluntary Disclosure Program
• Advisor Considerations For Participation

• The program is designed for taxpayers that have engaged in willful 
conduct that could lead to criminal prosecution

• Taxpayer profile – nature and amount of income, public persona, 
number of years of non-filing, etc.

• Taxpayer reasons for non-filing

• Potential involvement of Kovel accountant

•

Pre-IRS Notification Disclosure Considerations 
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• File Amended Returns Through Normal Channels With 
IRS, i.e. quiet disclosure
― If IRS audits, then address penalty issues

― The advisor must be comfortable that criminal prosecution 
is not a material risk

― The advisor should have already explored bases for non-
willfulness

― Quiet disclosure does not insulate taxpayer from criminal 
prosecution and the amended return is an admission

Pre-IRS Notification Disclosure Considerations 
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• Largely defensive posture but look for offensive 
openings

• Conduct own investigation of facts/background

• Determine if possible to participate in IRS Voluntary 
Disclosure Program, e.g., contact for different tax year

• Be sure to involve an experienced Kovel accountant

• Beware of client’s Fifth Amendment right and 
communications

Post-IRS Notification Disclosure Considerations 
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• File Amended Returns Through Normal Channels With 
IRS, i.e. quiet disclosure
― If IRS audits, then address penalty issues

― The advisor must be comfortable that criminal prosecution 
is not a material risk

― The advisor should have already explored bases for non-
willfulness

― Quiet disclosure does not insulate taxpayer from criminal 
prosecution and the amended return is an admission

Pre-IRS Notification Disclosure Considerations 
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Danny Nofiler and his friends invented an algorithm for the program used by Uber and Lyft, and he has 
become very wealthy from the invention.  He is also “tax sensitive” and has been able to direct a substantial 
amount of his royalties to various accounts in Australia, Canada and other countries around the world.  He is 
very generous with his friends and treats them to vacations.  

Danny has a sprawling ranch property in Santa Ynez Valley that includes a 25-acre private vineyard.  He has 
his own winemaking operation that produces about 3,000 cases of 93-point Pinot Noir.  He has traded cases 
of wine for lodging for his lavish trips with his friends.  Danny also has a tasting room in Los Olivos where he 
sells most of his wine.  Danny has never filed a return for the corporation he formed to operate his winery. 

Danny has invested in rental properties throughout Southern California, and vacation homes in Nantucket 
and the Florida Keys.  He owns his properties in single-member LLCs, sometimes through multi-tiered 
structures to hide his personal ownership and as asset protection devices. 

Danny has fallen behind in his tax filings and payments.  He owes the IRS $5.7 million over a six- year period, 
but he continues to maintain his luxury lifestyle while his tax debt grows.  He has been represented by both 
accountants and lawyers who have negotiated installment agreements on three occasions, bit he has 
defaulted.  He has also tried an offer in compromise, that was not processed.  Believing delay is his best 
friend, Danny has instructed his representatives to request collection due process hearing at every 
opportunity.  Recently, Danny received a letter from IRS requesting him to file his 2018 income tax return.

Hypothetical Factual Summary
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1. What happens when Danny is identified as a HiDEF non-filer?

2. How will IRS develop Danny’s case, assuming he refused to cooperate?

3. What steps will the revenue officer take to collect the outstanding liability?

4. How might the IRS find out about Danny’s offshore accounts?

5. Will the IRS want to interview Danny?  If so, how should his representative 
respond to this request?

6. Is there criminal exposure?

7. If Danny asks you to be his fifth in a long line of representatives, what advice to 
you give him?

8. If Danny meets with you before coming under IRS audit, what is your advice to 
him?

9. If you are an attorney, describe your dealings with a Kovel accountant.

Hypothetical Questions
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High Income Examinations, 
Including Global High Wealth



• Communications, Technology, and Media 

• Financial Services

• Heavy Manufacturing and Transportation

• Natural Resources and Construction

• Retailers, Food, Pharmaceuticals and Healthcare

• Field Specialists

• International Business Compliance

• Global High Wealth Industry Group

IRS Large Business & International Division (LB&I) 
Former Industry Groups
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• Expectation of several hundred examinations of high 
net worth taxpayers beginning by this fall

• Already seeing early 2019 examinations.

• LB&I and TEGE Commissioner statements in June, 
2020 at NYU conference
― LB&I Comm’r Douglas O’Donnell and TEGE Comm’r, Tammy Ripperda at 

NYU Tax Controversy Forum.  Other top Executives as well.

― Coordination between LB&I, SBSE, TEGE, and potentially Criminal 
Investigation

― Description of enterprise level examinations, including tiered 
partnerships, retirement plans, private foundations.

― Increased Data Analytics 

Upcoming Audits of High Income Filers?
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• Broader in approach than other campaigns.

• Review of entirety of a tax return and thus give examiners the 
authority to look beyond a specific issue. 

• Encompasses review of impact of both TCJA and CARES act. 

― Think about how these Acts impacted your high income 
clients

• May include examinations, soft letters, and development of 
future issue-based campaigns.

• Data Sharing 

• Sharing information with tax agencies in other countries. 
international counterparts

TCJA Compliance Campaign
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• IRS-2020-33, February 19, 2020
― Joints Chiefs of Global Tax Enforcement (J5)

― Combined analytical ability of 5 countries. 

• UK HM Revenue and Customs Department
― Increase in audits of high net worth individuals in UK

Global Focus
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Global High Wealth New 
Internal Revenue Manual Provisions



• Internal Revenue Manual 4.52.1., Global High Wealth 
Program Processes and Procedures, 12/26/19

• Material Changes 
― Replaces Scope / Incorporates Internal Controls

― Update procedures for IDRs

― Updated procedures for field case closings

― Added record retention procedures

― Updated procedures for enterprise case examination plan  

Updated Global High Wealth IRM
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• Purpose:  Overview of GHW Program and procedures used by 
GHW

• Audience:  
― LB&I GHW employees responsible for case building and risk assessing; 

― and GHW teams (and other teams) who are examining GHW enterprises 
cases

• Policy Owner:  Under Pass through entities (PTE) practice area

• Practice Owner:  GHW is responsible for administration, 
procedures, and updates 

• Program Goals:  Use limited resources to identify high wealth 
taxpayers with the highest compliance risk in a consistent and fair 
manner.

GHW Program Scope and Objectives, IRM 4.52.1.1
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• Holistic approach for high wealth taxpayer population

• Look at the complete financial picture of high wealth 
individuals and the enterprises they control. 
― “Key case” = Individual income tax return

― “GHW enterprise case” = Key case, plus related income tax returns 
where the individual has a controlling interest and significant 
compliance risk is deemed to exist.  

― Interests in partnerships, trusts, subchapter S corporations, C 
corporations, private foundations, gifts, and the like.  

• Inter-operating division cooperation (i.e. TEGE / CI / SBSE)

• GHW consists of two functions:
― Workload Services (WLS); and

― Field examination groups.

GHW Background, IRM 4.52.1.1.1
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• Reports and systems GHW uses to monitor GHW inventory
― The GHW Microsoft Access database

― Contains various reports WLS uses to track the status of the 
enterprise cases that are in the GHW inventory 

― E.g. enterprise cases that have been risk assessed, are ready to be 
assigned, have been surveyed, have been assigned, etc.), 

― IDRs that are associated with the enterprise cases,

― field feedback that is associated with the enterprise cases.  

GHW Program Management / Review, IRM 4.52.1.1.4
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Term Definition

Case Building Actions taken in WLS to secure tax returns, establish AIMS controls, 
and use programs/systems to conduct taxpayer research.

Enterprise Case Group of returns that will be worked together as one GHW case. 
“Key case” individual taxpayer and related entities

GHW Toolkit Zip file on the GHW shared drive that contains resources (e.g. audit 
guides, sample IDRs, contact information, instructions, training 
materials, etc.) examiners can use for GHW enterprise cases.

Risk Assessing Actions taken in WLS to analyze tax returns and conduct research in 
various programs/systems to identify potential issues that would 
warrant an examination.

yK-1 yK-1 is an interactive link analysis tool developed by IRS
Research to discover and explore tax entities and their
relationships.

GHW Terms, IRM 4.52.1.1.6
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• What gets you into GHW from the list of wealthy taxpayers?
― Business and financial enterprises controlled by individuals with assets 

or earnings in the tens of millions of dollars. 

― LB&I Compliance, Planning and Analytics (CP&A) has primary 
responsibility for overall coordination of the Annual Examination Plan 
and workload identification.

― CP&A provides WLS with an initial listing of the high wealth taxpayer 
population. 

― CP&A then utilizes computations to determine the examination potential of 
the enterprises controlled by high wealth individual taxpayers. 

― Computations use Compliance Data Warehouse data and are used to 
preliminarily assess the level of compliance risk on filed (or unfiled) returns. 

― The returns with the highest risk indicators are further risk assessed by WLS 
and potentially resulting in the enterprise being selected

GHW Population Identification, IRM 4.52.1.2
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• Risk assessment process
― Review taxpayer forms and related data

― Identifying specific issues, observing trends

― Review of a yK-1 analysis to gain an understanding of the taxpayer 
enterprise (Form 1040 and all related entities)

― During the risk assessment, large, unusual, or questionable items 
(LUQs) are noted by WLS for consideration by field agents for all entities 
in the enterprise that are determined to pose a risk of noncompliance. 

― Related entities considered to be high risk are identified for inclusion in the 
case building package.

GHW Risk Assessment and Case Building, IRM 4.52.1.3
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• WLS risk assessors determine whether the case will be included in 
inventory ready for assignment. 

• WLS builds enterprise case files for delivery to the field with all related 
returns to be examined and other tax-relevant materials.

• Once assigned, a virtual case team folder is established on a secure shared 
drive:
― Examination workpapers

― Examination-related materials. 

― Forms 1040, 1065, 1120, 1120S, 1041, 990, 990PF, 990T, 706, 709

• Practice pointer.  Compare to prior exams where Revenue Agents had 
difficulty getting tax returns. 
― Additional return requests sent to WLS.

GHW Risk Assessment and Case Building, IRM 4.52.1.3
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• Referrals
― Other business units.  

― Referral form on GHW Webpage.  

― Then subjected to risk assessment process.

• Whistleblower

• Issue Driven
― Significant impact to GHW population

― Technical specialists in international compliance

― Consider whether issues warrant a campaign

• Practice pointer – There are no random audits.  Figure out why 
the taxpayers is under examination.  Compare efficiency to an 
endless fishing expedition.

Additional GHW Work Sources, IRM 4.52.1.4
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• IRM 4.52.1.10
― The Enterprise Plan is a compilation of the examination of an individual 

taxpayer and the related entities comprising his/her financial 
enterprise. 

― Not to be disclosed or shared outside the IRS. 

― These may represent various tax return filings, tax jurisdictions and 
filing periods, which have common ownership or control. 

― The taxpayer and the various related entities are risk assessed and an 
Enterprise Plan is developed to consolidate the actions to be taken and 
provide an overall risk for GHW management.

― Excel document that provides a roll-up of each examined return within 
the enterprise and includes summaries of issues, time, and examiners 
assigned for each return being examined. 

― The Enterprise Plan should be prepared for every GHW enterprise case with multiple 
separate taxpayers. 

Consolidated Enterprise Case Examination Plan
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• IRM Exhibit 4.52.1-1 

― Examination Plan Tax example information:
― Key case (i.e. the 1040 that is the key taxpayer)

― Individual/entity examination tab and risk analysis

― Issues

― Senior Revenue Agent notes on issues

― Examiner assigned to each issue

― Estimated time by issue by examiner

― Specialist involvement

― Counsel/Technical Specialist involvement

― Potential Adjustment amount

― 50% review comment – reasoning for continuing the issue or 
not.

Consolidated Enterprise Case Examination Plan
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• IDRs that lead to other IDRs
• Send all K-1s

• Describe any audits by state taxing authorities.

• Who are the other owners/investors in entities owned by 
Enterprise Case (i.e. the primary taxpayer)

• Who are the officers?  What are their social security 
numbers.

• Compare with Wealth Squad IDRs (audits from hell). 

Expansive IDRs



64

• Crypto Currency – 1031 Changes / Personal Property Treatment / Omissions

• Tax Credits 

• Passive Losses / Basis Issues

• Placed into Service Dates

• Aircraft

• Qualified Property

• Accumulated Earnings Tax (lower corporate tax rate)

• Section 199A – Reasonable Compensation Amounts (Wage Allocation)

• Foreign Bank Account and Foreign Informational Reporting (still?)

• Potential Abuses of COVID-19 Relief

• CARES Act / TCJA

― NOL Carryforward/Carryback (recall 2008/2009) and interrelation with Section 
199A

― Interest Expense

Example Issues
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Winthrop (“Win”) and Eva (“Evy”) Enterprise are both first generation immigrants from 
Eastern Europe.  They started with nothing and built a business empire manufacturing the 
parts for car windshield wipers.  Evy’s father invented the windshield wiper that is used in 
most American cars and Win and Evy, with their computer backgrounds, expanded the wiper 
with countless programmable applications.  Their net worth is $500 million, and they earn 
income of $10-20 million per year.

Win and Evy Enterprise have two grown children, Lucky and Maya.  All the Enterprise 
children are the beneficiaries of trusts and Win and Evy have followed their estate planning 
attorney’s advice, which can be viewed as “aggressive.”

Win and Evy are “hands on” operators of their business.  They follow the adage, “it is not 
what you earn, it is what you keep,” so they try to save taxes wherever they can.  They have 
many workers at the manufacturing plant in Fremont, California.   Although these workers 
are full time, about 50% are paid as independent contractors.   California’s taxing authorities 
are two years into an extensive audit, and have recently determined that the workers should 
be classified as employees.  Win buys many component parts from China and he has 
arranged with one of his Chinese vendors for him to issue excessive invoices and deposit the 
excess amount, less a fee, into an account in Singapore.  This account has grown to over $30 
million.

Hypothetical
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Lucky Enterprise and his friends invented the computer algorithm for the program used by 
Uber and Lyft, and he has become very wealthy on his own.  He is also “tax sensitive” and 
has been able to direct a substantial amount of his royalties to various accounts in 
Switzerland, Hong Kong and other countries around the world.  Lucky is an avid skier, so he 
established accounts in countries he visits on his ski vacations and they enable him to 
withdraw money to treat his closest 25 friends to fabulous ski vacations.  Lucky has also 
fallen behind in his taxes.  He owes the IRS $5.7 million, but continues to maintain his luxury 
lifestyle while his tax debt grows.

Maya Enterprise is a successful fashion designer.  She too has a computer background that 
she has applied to designing women’s fashions.  Her business is vertically integrated in that 
she designs, manufactures and distributes her fashion line.  In 2018, Maya’s accountant 
introduced her to an insurance arrangement that enabled her to set up a micro-captive 
insurance company.  She thought it was almost too good to be true, but she followed the 
captive manager’s advice and purchased the maximum amount of captive insurance and 
watched “her” savings grow in the captive account.  She recently received a letter from the 
IRS, but her captive manager told her to ignore it. 

Hypothetical (cont.)
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Win and Evy Enterprise just received an audit notice from the IRS.  The letter was 
issued by and LB&I Revenue Agent.

1. How would you describe the type of audit the Enterprises could be facing?

2. What type of representation should the Enterprises consider?

3. Should the Enterprise children be concerned?

4. Notwithstanding the parent’s audit, should the Enterprise children consider 
any course of action concerning their own tax matters?

Hypothetical (cont.)
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