IRS is low now. Debt ceiling cuts.
Burns 5-31-2023, economics reporter @ The Hill (Tobias, “Debt ceiling deal throws a wrench into IRS overhaul,” The Hill, https://thehill.com/business/4026683-debt-ceiling-deal-throws-a-wrench-into-irs-overhaul/)//BB
The bipartisan deal to raise the debt ceiling would claw back billions of dollars meant to enable a large-scale refurbishment of the IRS, which has withered over the last decade due to budget cuts, outdated technology and loss of staff. No less than a quarter of the $80 billion in new funding awarded to the IRS in Democrats’ Inflation Reduction Act (IRA) would be taken back from the agency in a deal struck by the White House and House Republicans over the weekend. The White House has emphasized that all the new initiatives at the IRS — laid out in an ambitious operating plan released in April — are still full-steam ahead and that the agency will be able to make good on the Treasury Department’s promise to go after rich tax cheats. Even so, the debt ceiling deal puts extra stress on the regular appropriations bills for the IRS and rattles the foundation of its long-term restructuring. “Look at the strategic operating plan — so much of it has been laid out in terms of steady investments,” Janet Holtzblatt, a former Senate Budget Committee analyst and former deputy director of the Individual Taxation Division in the US Treasury Office of Tax Analysis, said in an interview with The Hill. “My worry is that this gives an incentive to spend money more quickly.” What happens to IRS money now? The $20 billion excision from the IRA’s $80 billion boost is not an explicit budgetary provision in the text of the House bill itself. Rather, it is an oral agreement between the White House and House Republicans about money that will be taken away from the IRS and spent elsewhere in appropriations bills in 2024 and 2025. Of that excision, $10 billion will be “repurposed” throughout the course of the fiscal 2024 appropriations process, along with another $10 billion in 2025 to be allocated toward more resources for nondefense priorities, White House officials said Sunday. That leaves a total effective funding boost of about $60 billion for the IRS. If appropriations negotiations preserve the $8 billion investment in taxpayer services and systems modernization that Republicans approved of in their own debt ceiling bill passed earlier this month, that total boost could fall as low as $52 billion. That means that roughly $29 billion could now be spent on additional enforcement and auditing over the next 10 years as opposed to the $45 billion originally allocated. The $25 billion boost to operations could fall as low as $16.25 billion under this scenario. The White House said the IRS will pull forward some of its IRA funding to keep the agency on track to deliver its updates. But experts in U.S. tax administration say the funding modifications could still pull the rug out from under these initiatives. The IRS is piloting new enforcement techniques using data and analytics tools that have yet to be assessed. The debt ceiling deal removes funding for years in which some of the pilots — including the test of a free online filing system for regular taxpayers — are already planned. For fiscal 2025, the IRS is working on “new tailored treatments developed and piloted based on data and analytics” to help fix “issues and omissions” on tax returns, according to the agency’s new operating plan. Why the ‘tax gap’ could widen The funding cut could also limit new hires of seasoned accountants and auditors, who are perhaps the most crucial component of the agency’s increased enforcement capacity.
Source: AT IRS Tradeoff DA - Michigan 7 2023 STARTER · Michigan · 2023




