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Will Proposed Changes to the IRS
Voluntary Disclosure Program
Prevent Taxpayers From Disclosing
Willful Misconduct to the IRS?

BY MICHAEL RAFF & QUIN STACK

THE IRS HAS LONG GRAPPLED
with how to handle willful tax non-
compliance. Historically, taxpayers
wishing to resolve intentional domestic
tax filing failures had to contact someone
at the IRS Criminal Investigations (“CI”)
department informally, make a request to
be considered for disclosure, and then go
through a non-standardized process to
regain filing compliance.

This non-standardized practice led the
IRS to create its first formalized Voluntary

Disclosure Program in 2018 specifically

allowing for domestic issues to be resolved.
In 2026, the IRS rolled out proposed
changes to the Voluntary Disclosure
Program which are currently open for
public comment.

Given the potential changes, it is
important for non-compliant taxpayers,
specifically those with long term non-
filing compliance, to weigh the option of
compliance now versus under the new
proposed rules, and take appropriate
action.
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Overview of the current Voluntary
Disclosure Program

The IRS Voluntary Disclosure Program
allows taxpayers who willfully failed to
report income, file required forms, or
pay tax to come forward before the IRS
contacts them. By voluntarily disclosing
the issue, the taxpayer can avoid a
recommendation of criminal prosecution
and resolve past noncompliance in a
structured and authorized arrangement.
The current iteration of the Voluntary
Disclosure Program requires two different
stages of IRS Criminal Investigation
Pre-Clearance. The Pre-Clearance forms
require a taxpayer to disclose a myriad
of information, including all non-tax
compliant accounts and all businesses
that a taxpayer had ownership or other
financial interest in. The Pre-Clearance
forms also require a taxpayer to estimate
underreported income or overstated
deductions, along with explaining in
detail their personal history, professionals
utilized during their period of tax non-
compliance, and a narrative regarding
their willful tax misconduct. Once the IRS
Criminal Investigation division preclears a
taxpayer, their account will be assigned to a
revenue agent for an audit of the amended
or delinquent returns being submitted.

As part of the program, the IRS
generally requires the last six years of taxes
to be filed and payment of the tax owed
plus interest. In exchange for coming in
through this program, the IRS will assess
a 75% civil fraud (willful) penalty on the
tax year with the highest outstanding
balance assessed under the program. This
civil fraud penalty is in lieu of all failure to
file and failure to pay penalties the Service
could otherwise assert. While the 75%
penalty is significant, the program offers
certainty, closure, and recommended
protection from criminal charges. In some
cases, it also offers a substantial reduction
in penalties from late filing.

Finally, the Voluntary Disclosure
Program requires payment of tax, penalty,
and interest and there is no further

opportunity to reduce the tax or penalties
at issue. While the IRS requests full
payment at the time a closing agreement
is executed, if a taxpayer can show that
they do not have the financial ability
to pay, the IRS permits payments to be
made on a monthly basis known as an
installment agreement. Taxpayers sign
a closing agreement signifying that they
have gone through the program, disclosed
their willful noncompliance, and entered
into a payment plan with the Service. In
exchange, the closing agreement promises
the IRS will not pursue criminal charges or
civil fees greater than the assessed amount.
In our practice, this iteration of the
Voluntary Disclosure Program has been
used to allow long term non-filers a chance
at regaining normalcy. These individuals
and business owners have spent years
dreading every phone call, worrying every
time the mail carrier came, and being
nervous that any day would bring a knock
on the door from the Service. Going
through the Voluntary Disclosure Program
has given clients some much needed
peace of mind. In particular, obtaining
preclearance from IRS CI allows for a
first sigh of relief, and signing the closing
agreement represents the finality that this
period of tax noncompliance is behind
them.

Proposed changes to the
Voluntary Disclosure Program

The main proposed changes to the
Voluntary Disclosure Program include:
(i) an expedited three-month timeline to
become compliant and remit all payments,
(ii) a more structured application process,
and (iii) more predictable penalties.
Moreover, not all disclosures will be
subject to a full examination.

The timeline under the proposed
changes to the Voluntary Disclosure
Program seeks to resolve cases in an
accelerated fashion. The application
process will be more streamlined. Instead
of being a two-part application process,
everything will be confined to one single
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application form. Similar to the current
iteration of the program, taxpayers must
identify all years of noncompliance and
provide a full and accurate narrative of
their willful noncompliance.

After gaining conditional acceptance
through IRS CI, taxpayers will have to
file all amended or delinquent returns,
pay all applicable taxes, penalties, and
interest in full, as well as execute all
required agreements to participate. The
new iteration of the Voluntary Disclosure
Program moves away from revenue agents,
by no longer requiring their involvement
in the process. The three-month timeline
for filing all returns and remitting all
payment is a massive departure from the
current program whereby taxpayers will
have a longer time (and multiple extension
options) to file returns and, if necessary,
enter into a full pay installment agreement
in order to pay over time.

The penalty framework also receives an
overhaul. While the IRS will continue to
not assert failure to pay penalties, failure to
file penalties will now be imposed for each
delinquent return. For amended returns,

a 20% accuracy-related penalty will be
assessed for each year in the disclosure
period. Critically, the IRS will no longer
impose the 75% civil fraud penalty on the

highest outstanding tax balance. Overall,
these penalty changes are beneficial to
taxpayers with a single disproportionately
large tax balance in disclosing many years
of unfiled returns, but may result in greater
penalties for those whose tax liabilities are
relatively the same year over year.

In our practice, many of those entering
the Voluntary Disclosure Program must
enter a payment plan to pay off the
balances due. While the three-month
timeline is more streamlined, the narrower
timeframe to file and pay could dissuade
current noncompliant taxpayers from
entering the program if they might not be
able to prepare delinquent returns or remit
the necessary payment in time.

Act now or wait for proposed
changes?

Taxpayers with long term tax filing
problems may be out of an option if
the IRS imposes the proposed changes.
Under the Voluntary Disclosure
Program’s current iteration, in addition

to a potentially more favorable penalty
structure, long-term non-filers have
more time to prepare returns, and get
more leeway with payment requirements.
Those without large stores of cash may
be left standing on the sidelines, unable

to participate in the proposed Voluntary
Disclosure Program if the requirement to
pay in full is not changed. For that reason,
it is imperative to consider the current
iteration of the IRS Voluntary Disclosure
Program before it is too late.

The IRS has invited public comments
on the proposed changes. After the
announcement on December 22, 2025,
the IRS is allowing the public, including
practitioners, 90 days—until March 22,
2026—to comment on the proposed
changes and their potential ramifications
for clients and practitioners. Comments
may be submitted by email to vdp@ci.irs.
gov with the subject line “PROPOSED
VDP PUBLIC COMMENT”

According to the IRS announcement,
the revised procedures are expected to take
effect six months after publication of the
final terms, or as early as June 22, 2026.
Clients should act now if they want to
participate in the current program, before
the revised terms go into effect. B

Michael Raff and Quin Stack are tax attorneys
with the Law Offices of Michael Raff, LLC, and
may be contacted at (847) 553-4800, or by email
at Michael@rafflawllc.com or Quin@rafflawlic.
com.






