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by Laura Rosage

or Tax Year 1988, an estimated 1.7 million sole

proprietors failed to file an individual income tax

return. Of these, an estimated 1.5 million returns
were secured through enforcement efforts. Approxi-
mately 68 percent owed tax and their average total income
was $15,000. However, based on a line-by-line examina-
tion of a sample of these returns, an estimated 82 percent
owed tax and the average total income was nearly
$21,000. The most frequent occupation of self-employed
nonfilers was handlers, equipment cleaners and laborers,
followed by construction trades.

Because the self-employed have sources of income not

subject to “information reporting” (and tax withholding),
there is a concern that those who fail to file an income tax
return may escape detection {1]. Even when their returns
are secured, it is difficult to determine how accurate they
are unless they can be audited. For purposes of this
article, an individual taxpayer (or couple if the tax return
was a joint return) was considered self-employed if, after
examination, it was determined that he or she had gross
receipts from a business or profession reported on a
Schedule C, Profit or Loss from Business (Sole Propri-
etorship); farm income on a Schedule F, Profit or Loss
from Farming; or self-employment tax on a Schedule SE,
Self-Employment Tax. An estimated 1.5 million, or 43
percent, of the 3.5 million nonfilers from whom delin-
quent returns for Tax Year 1988 were secured were self-
employed.

Characteristics of Self-Employed Nonfiler Retums
Although the Internal Revenue Service (IRS) was able to
secure returns from nonfilers, this does not mean that the
income and deductions reported on these returns were
accurate. Overall, more than 36 percent of the returns
secured from wage eamners, taxpayers all of whose income
was from wages, were adjusted during IRS audit.
However, nearly 87 percent of the returns secured from
self-employed nonfilers were similarly adjusted.

Total Income

While average total income before statutory adjustments
reported on returns secured from wage earners was almost
- $18,500, the average for a self-employed nonfiler was
little more than $15,000, with income ranging from a
negative $0.9 million to a positive $5.1 million. However,
after examination, the average total income for wage
earners increased to slightly over $19,000, while the
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average income of the self-employed nonfiler rose to
nearly $21,000. In total, wage earners reported $38.2
billion of income on their returns as filed. After examina-
tion, the amount rose to $40.0 billion, resulting in a
difference of $1.8 billion and a “voluntary reporting
percentage” (VRP) of 95.4.

VRP is a compliance measure, calculated by dividing
an income or deduction item as reported by the taxpayer
on the return by the corrected amount as determined by
the IRS examiner, then multiplying by 100 [2]. If deduc-
tions or credits are overstated, the VRP will exceed 100; if
they are understated, the VRP will be less than 100. The
self-employed reported only $22 billion of the $30 billion
total income that examination uncovered, resulting in a
difference of $8 billion and a lower VRP of 72.8.

Because the self-employed have income not subject to
“information reporting,” i.e., statements provided to IRS
and the taxpayer on amounts paid out or withheld, they
can more easily understate their income than can wage
earners, whose incomes are
reported on Forms W-2.
Before examination, the
largest percentage of the self-
employed (44 percent)
reported a total income
(which includes sole propri-
etorship business and farm
profits) ranging from $1,001
to $10,000 (Table 1). Al-
most 13 percent of the self-
employed nonfilers reported total income of $1,000 or
less; this category includes all those whose total income
was negative. For 21 percent, the income range was
$10,001 to $20,000, and slightly more than 16 percent
reported income between $20,001 and $50,000. Less than
6 percent had income above $50,000.

This distribution changed after audit (Table 1): After
“in-depth examinations” for compliance research pur-
poses, the percentage of self-employed with total income
of $1,001 to $10,000 decreased to 33 percent. Only 9
percent actually had a total income of $1,000 or less (or a
total loss). For 24 percent, the income range was $10,001
to $20,000, while for a little more than 27 percent the
income range was between $20,001 and $50,000. This 27
percent represents a 69 percent increase over what was
originally reported on the return. Finally, just over 7
percent had total income above $50,000.

Although the voluntary reporting percentage (VRP) for
the total income of self-employed individuals was only
72.8, it was even lower when only considering nonfarm
sole proprietorship (Schedule C) net income or loss. Self-

IRS secured income tax
returns from 1.5 mitlion
of the estimated 1.7

million sole proprietors

who failed to file for
1988.
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employed nonfilers reported a net total of almost $10

billion in nonfarm sole propnetorshlp income. . However,

after examination, the figure rose to nearly $16 billion, an

increase of $6 billion'and 2 VRP of 62.1. :
" It should be noted that unreported gross 'receipts are.

difficult to detect, but overstated business expenses are

more noticeable upon exammatron Thus, the change in
net income-on Schedule C is due- both to an ‘understate-
ment of receipts, as well as an overstatement of expenses.
This is also true of farm profits reported on Schedule F.
Overall, the self-employed reported a farm net loss of $64
million.” Aftér examination this arhount rose to a positive
$556 million, a difference of $620 million. Even though
VRP cannot be calculated ‘when comparing a negatlve
amount to'a posmve ‘amount, data show that the-self-
employed are not ‘ voluntanly reportmg therr farm :
income (Table 2).’ '

. In total, more than 55. percent of the secured retums .

from self-employed nonfilers: had an, increase in “total
income” due to exammatlon Shghtly more: than 40°
percent had rio change in. 1ncome and only 4 percent

reahzed a small decrease A

Itemued Dedul:tions

- Whrle mcome is: generally understated on dehnquent

returns, 1temlzed personal deduct1ons are commonly
overstated.: However; becauseé the self—employed have'a’

_ greater opportunity to understate their income due to the

lack of* information reporting, their 1temlzed déductions

C-are generally not as overstated as those of wage earners.

In fact, for the secured returns of self-employed nonﬁlers
total itemized deductions were understated by. 1.5 percent.
The. self—employed claimed $3,590.5 million in itemized

" |" deductions, but were allowed nearly $3,646.6 million after

exammatlon resultmg ina dlfference of $56 1 mlllron and

‘a total VRP of 98.5.

These totals, however can be mlsleadmg Deductlons

: a1d to,minimize total taxable income and, consequently,
the total amount of tax due However, a taxpayer may not

need.to claim the total amount of deductions to which he.
or she is entitled.in order to offset their tax. Taxpayers '
ay srmply ¢laim the standard deduction .or'a partial total
for itemized deductions sufﬁcrent (in combmanon with -
deductlons for personal exemptrons and ‘tax credits) to-
reduce their tax to’ zero. More: than 79 000 of the self- -
employed nonfilers were able to increase their total deduc-
tions enough to offset an increase in total tax llabrllty N
resulting from audit. Only 2 000 (1.9 percent) of these

claimed a. busmess loss before audrt ‘but reported a profit,

after audit, and the total mcome of nearly 64,000 (80 6
percent) increased after exammatlon In addmon there
were nearly 14, 000 (17. 5 percent) who mcreased the

amount of total rtemlzed deductions claimed desprte a
decrease in total 1ncome asa result of examination.

Exemptions B

The number of personal exemptrons a taxpayer is able to
claim directly affects the amount of his or her tax liability.
As in the case ‘of deductrons wage earners were more .
likely to overstate therr exemptrons than the self-em-
ployed. In total, wage earners claimed nearly 3.2 million
exemptions, worth $6.2 billion, before examination and
2.9 million, worth $5.7 billion, after examination. The

) resultlng VRP was 108.9, or a net overstatement of 8.9 -

percent., ' Most of this overstatement was due to the
clalmmg of 37 percent more dependent chlldren hvmg at
horne than were allowable “This difference accounted for
92 percent or $461 million, of the $501 rmlhon in
exemptlon .overstatements. ,

Although-the self-employed claimed more. exemptlons
than wage earners on. delmquent returns, thelr exemptions
were measurably more accurate Self—employed nonfilers

- claimed 3.5~ nullron exemptrons worth $6. 8 billion, before

exammatlon but were allowed 3.4 mrlllon exemptions,
worth $6.6 brlllon after examination. The corresponding
VRP was 102.8. ThlS overstatement was due primarily to
the clalrmng of 7 percent more for. dependent children at

. homethan- they were-entitled to. ThlS situation accounts

for 79 percent or $148 mllhon of the $187 mrll1on over-
statement o . . ~

Filing Status R : :
Of all the return items that could affect a taxpayer s total
tax: habrlrty ﬁlmg status (i.e., the marital status categories

" recognized under the tax code) was.one of the most
'accurately reported. Only 2 percerit of the total self-

employed 'secured returns had a change in ﬁhng status.

Of those changed after audlt most claimed head of
household status, when they should have clarmed they
were either smgle or married filing separately Thus, after

' examination, 33 percent: of the self—employed claimed

single. ﬁlmg status; 54 percent, ‘mairied filing jointly; only
10 percent mamed filing séparately; and less than 3
percent head of household status

Total Ineome Tax o .
Since retum 1tems used to calculate total income tax- were
changed as a‘result of examination, it follows ‘that the
amount of total i income tax-also changed Before audrt
the self-employed reported almost $5 .0 billion in total
taxes; however after exammatlon, th1s number mcreased
37 percent to more than $6.8 billion. - This-was partially
due to the fact that more than 101,000 of the 170,000 self-
employed who reported they had no tax lrabtllty before
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they were examined had a tax balance due afterwards. In
total, more than 56 percent (816,000) of the returns
secured from self-employed nonfilers reported an
increase in total tax, after examination. (Only 2 percent
reported a decrease; there was no change in the reported
tax on the remaining 42 percent.) While tax increased by
$100 or less for 4 percent of the self-employed, nearly 22
percent reported increases of between $100 and $1,000,
and more than 30 percent reported increases of more than
$1,000 (Table 3).

Type of Return

The secured delinquent returns were classified into three
types: “balance due,” if the taxpayer owed taxes before
any remittances with the returns were credited; “refund,”
if prepayments (e.g., taxes withheld or estimated tax
payments) and refundable earned income credits ex-
ceeded the tax liabilities, and “even,” for returns where
there were no tax liabilities; or no prepayments or refunds
due, or where prepayments exactly matched tax liabili-
ties. These types of returns were compared before and
after examination (Figure A). '

Before exarnination, more than 68 percent (994,000)
of the returns secured from self-employed nonfilers
showed a balance due. Another 25 percent were refund
returns and 7 percent were “even.” Those self-employed
taxpayers whose returns showed a balance due owed
more than $3.4 billion, while taxpayers filing for refunds
were owed almost $0.4 billion. The resulting total net tax
balance due from seif-employed nonfiler returns before
examination was, therefore, estimated at $3.0 billion.

After examination, however, the numbers tell a differ-
ent story. Because of increases in income and decreases
in deductions, more than 82 percent (1,200,000) of the
secured self-employed returns were reclassified as bal-
ance due returns. Only 14 percent of the nonfilers were
due refunds, and only 4 percent were “even.” The total
balance due increased more than 50 percent from $3.4
billion to more than $5.1 billion, while total refunds
claimed dropped from $0.4 billion to $0.2 billion. The
result was a total net balance due after examination of
$4.9 billion, more than one-and-a-half times the amount
reported on the returns as originally filed [3].

Occupation

Initially, the taxpayer’s occupation was coded only from
what was entered on his or her delinquent return. Ap-
proximately two-thirds of the self-employed nonfilers did
not provide their occupations on their returns when filed.
Of those returns where occupation was available,
“retired” was most frequent at 8.3 percent of the total
self-employed population. Although retired status is not

normally an income generating activity, this was the
largest single occupation reported on secured returns. It
should also be noted that taxpayers with this occupation
are not likely to be fuli-time self-employed. Leading
occupations after retired persons, were those in construc-
tion trades (5.9 percent), mechanics and repairers (2.1
percent), management-related occupations (2.0 percent)

and occupations in transportation and material-moving (1.6

percent) [4].

During the examination phase, tax examiners were
required to code the occupation of the “primary taxpayer”
(i.e., if the return is a joint return, the spouse with the
larger income), regard-
less of the occupation
that may have been
entered on the return.
Because the occupa-
tions of all the self-
employed nonfilers
were identified during
examination, the
results are slightly
different from those
based on the returns as
filed. The largest occupation group for the self-employed
nonfilers became handlers, equipment cleaners, and labor-
ers (17.5 percent). Construction trades were second (13.5
percent), followed by mechanics and repairers (7.8 per-
cent); retired persons (7.2 percent); and occupations in
insurance, securities, real estate, and business service sales
(5.8 percent) (Figure B).

Many laborers; construction workers; mechanics; and
real estate, insurance, securities, and business services
salespersons were not only noncompliant in filing their

After IRS examination, the
tax balance due (net of

refunds) from sole propri-

etors who filed delinquent
returns was $4.9 bhillion,
1.5 times the amount
originally reported.

income tax returns, but also tended to be inaccurate in what

they reported. After examination, tax increased for those
in construction trades alone by a net amount of more than
$282 million. Tax of handlers, equipment cleaners, and
laborers increased by a net $252 million, while the taxes
owed by mechanics and repairers increased by nearly $191
million (Figure C).

Many States or local jurisdictions require a license
before a person can practice certain trades. Using listings
of licensed occupations and professions from several
States, licensing requirements were identified for 30

occupations. Based on these lists, 105,000 (7.2 percent) of

the estimated 1,455,000 nonfilers identified as self-em-
ployed, before examination, would have been subject to
some sort of licensing requirement. Before examination,
they reported a total balance due of $255 million and
claimed refunds totaling almost $96 million, resulting in a
net balance due of $159 million.

125



126

Self-Employed Nonfilers, Post-Audit, Tax Year 1988 -

Figure A

Returns of Self-Employed Nonfilers by Tax Status, Before and After Examination; Tax Yeé_r 1988
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Ten Most Frequent Occupations of Self-Employed
Nonfilers After Examination, Tax Year 1988

Self-Employed Nonfilers, Post-Audit, Tax Year 1988

[Number of retums is in thousands]
Number | Percentage
Occupation of of
returns total
) (2)
All occupations. 1,455 100.0
Handlers, equipment cleaners, and laborers........ 254 17.5
Construction trades 196 135
Mechanics and repairers 113 7.8
Retired persons. 104 7.2
Sales of insurance, securities, real estate,............
and business services 84 58
Helpers of handlers and taborers.............ccceeunnee 72 4.9
Management-related occupations.............cocceeeen. 67 4.6
Service occupations, except private households. 64 44
Transportation and material-moving..........ccceueune
occupations. 60 4.2
Writers, artists, performers, and related
workers 4 28
All other occupations. 400 27.4

hec

Ten Most Frequent Occupations of Self-Employed Non-
filers With the Largest Tax Increase After Examination,

Tax Year 1988
[Money amounts are in millions of dollars)
Net
Occuptation | tax
increase
All Occupations } 2,530.6
ConStruction trades...........cceveeircinrisrncsimsine s sssssessnssasens 282.6
Handlers, equipment cleaners, and laborers............c..coee.... 2522
Machanics and repairers R, 190.7
Transportation and material-moving occupations................ 1723
Officials, and administrators, other than government........... 123.8
Supervisory, marketing, and sales occupations................... 1113
INVESEOPS.......ierircnneinissnnnsiis s snensessteassaessnesstssassssasanasens 104.7
Sales of insurance, securities, real estate, and business
SOIVICES.....ccrvecamesanssrerniisseees 100.8
Farm operators and managers 81.8
Sales-related occupations. 57.2
All other 0CCUPAtIONS.. ........ccccceeteererecssriesisssnssissesar et snesens 1,053.2

However, after examination, it was determined that
there were actually 223,000 (15.3 percent) who were in
occupations subject to a licensing requirement. The total

refund claims totaled only $59 million, resulting in a net

balance due on this larger number was $867 million, while

ML .- . o 5505 i, 164 ercnt o the 34930

million net tax due by all self-employed nonfilers whose
returns were secured. »

Data Sources -
The Taxpayer Compliance Measurement Program (TCMP)
is a system created to measure the success of the Internal
Revenue Service (IRS) in fulfilling its tax collection
mission [5]. For this purpose, two nationwide surveys
were conducted to measure nonfiling of individual income
tax returns. The first TCMP individual survey was
conducted for Tax Year 1979. The survey sample was
primarily limited to leads on nonfiling provided by
information returns received by the IRS. Therefore, those
individuals not subject to information return reporting
(including tax withholding) were largely undetectable, and
were not included in the estimate of 2.6 million nonfilers

~ for that year [6].

The more recent TCMP individual nonfiler survey was
a random stratified sample of approximately 24,000
individual apparent nonfilers for Tax Year 1988 [7]. The
sample was constructed by matching a list of all existing
social security numbers or SSN’s (approximately 313
million), less those listed on the “Death Master File” (35
million), against all those who filed a tax return in 1989
[8]. The SSN’s that matched were eliminated, leaving
100 million SSN’s for which there was no matching
return. These became the potential nonfilers. A stratified
sample of 24,000 SSN’s was drawn from the 100 million
for further investigation to determine if these potential
nonfilers had sufficient income to file tax returns. Ap-
proximately 3,500 returns were then secured through
collection efforts [9].

These 3,500 returns were then sampled for further
examination. They were first stratified into three seg-
ments: total tax on the return either zero or unreported,
total tax reported $1 to $1,999, and total tax reported
$2,000 or more. The sample selection rate was 54 percent
when the total tax reported ranged from $1 to $1,999, and
100 percent for the remaining strata, resulting in more
than 2,200 returns being selected for audit. These returns,
when weighted, represented approximately 3.5 million
nonfilers, wage earners, and self-employed. The results of
their subsequent examinations provide the basis for the
statistics in this paper [10].

Notes and References

[1] Information reporting is the process by which
employers and other financial entities report wages
and other monies paid out to taxpayers and withheld
from taxpayers on Form W-2, Wage and Tax State-
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ment Form 1099-MISC Mtscellaneous lncome, and

' the like, “These reports are sent o the :payee “fot his or ¢
" her records and for use'in tax réturn preparatton, as -
well as to the- Intemal Revenue Service'for ¢ compan- o
- son with what is subsequently teported’ by the
taxpayer on h1s or. her mcome tax retum '

v K P

[2] For more detalled mformatton on the development of -

addmonal complrance measures’ for individual -

- income:tax returns, see Ho, Chih-Chin-and Sattler

- Carél E., “Developmg Measures of Reportmg IR
Compllance for Indtvrdual Tax Returns,” The ]RS
“‘Research Bulletin, Research- Division; Intemal
Revenue Servnce U S. Department of the Treasury,
1992 gL .

[3] For more. detall see Table 4 and Table 5

.*‘

14]- Occupatron codes were based on the Standard A :
Occupattonal Classrﬁcanon Manual 1 980 Ofﬂce of ’

Federal Statlstxcal Pohcy and Standards U S
E Department of Commerce A -

[5] The Servrce s ObjeCtIVCS in conductmg the 1988
Nonﬁler TCMP survey were to obtaln mformatlon for
the contmumg development and 1mprovement of the
system to 1dent1fy noncomplrant taxpayers d0 0
estlmate the. total riumber-of nonﬁlers those who S
. were unknown to the IRS as well as those for Wthh
the Servrce had an 1nvest1gat1ve lead developed from

\mformatlon returns; to estimate the- wvalue of the tax .

-owed by these’ nonﬁlers to’ develop proﬁles of thet * '
. various- types of, nonﬁlers +in order to evaluate Lo
altematrve strategles for dealmg wrth delmquent o

. taxpayers «and to: measure the accuracy ‘of secured e

dehnquent retums

[6] Graeber MrchaelJ Nrchols BonmeL and Spar- B
row D ‘Arthur, “Charactenstlcs of Delmquent Re-

> The IRS Research Bulletm, Research Dtvr- )

"‘sron Intemal Revenue Serv1ce Department of the s

Lo Treasul'y, 1992 o o
‘-['7.]3»

There was also a. TCMP study of 1nd1v1dual mcome R

.-, tax. retums that were trmely filed for. Tax Year 1988
- For mformatlon on the reporting comphance of self-
o :employed mdrvrduals who filed their returns.on ttme ,
- see Chiristian; Charles W.; “Comphance of Sole Pro- S
L pnetors--Fmdmgs From 1988 TCMP Phase TIl, Cycle
-...10,”-The IRS Research Bulletm Research Drvrsron
y °Intemal Revénie Servrce U.s. Department of the
- }Treasury, 1992. P, R .

8]

‘The; Death Master Frle 1s an mcomplete list of de- ‘

L ceased mdrvrduals wrth soc1al secunty numbers

(SSN’s).- The Death Master File and the lrst of -

‘i;exlstmg SSN s, thh ‘the correspondmg names and -
L ;'ages were. obtamed from the Socxal Secunty Adrmn-

T Plast:ratron for useé in ‘tax admmrstratlon

10k

For. the charactenstlcs of the 3 500 secured retums

.’ see Rosage Laura R., “Self-Employed’ Nonﬁlers

[10]

1988, Statlstzcs of Income Bulletm, Summer 1993
: Volume 13 Number 1. ‘ :

Taxpayer Comphance Measurement Program ex-

- aminations are normally much miore extensrve than

. *normal operatlonal audits, In normal operatlonal
“audits, examiners concentrate only ‘on those issues for

which thére is the greatest lrkehhood ofa: substantral

o erTor. havmg a beanng on tax llabrhty However
* ~since TCMP examinations are de51gned to provrde

statistics. for use 1n tax admlmstratron research all.

o 'potentlal 1ssues ie., unreported income, overstated

. ‘deductions; and credrts .as well as any other dlscrep- -

ancies, such as’in the reportrng of occupatlon or m

»dustnal act1v1ty code are all venfied e :
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Table 1.—-Self-Employed Nonfilers: Number of Returns by Size of Total Income, Before and After Examination

[All data are estimates based on samples})

Size of total income after examination
Size of total income Total $1,000 or less! $1,001 to $10,000
before examination
Number of Percentage Number of Percentage Number of Percentage
retums of total retums of total retums of total
(U (2) __(3 (4) (5) (6)
Total 1,454,951 100.0 128,700 8.8 474,357 32.6
$1,000 OF [@SS' ..ottt s s e asee v s 187,455 12.9 128,700 8.8 35,191 2.4
$1,001 to $10,000. 638,086 43.9 - - 437,861 30.1
$10,001 to $20,000... 308,608 21.2 - - 1,305 0.1
$20,001 to $50,000... 238,876 16.4 - - - -
OVEr $50,000.....c0cecererreenervreen serenenssoessee oresareenssensin 81,926 5.6 - - - -
Size of total income-after examination
$10,001 to $20,000 $20,001 to $50,000 Over $50,000
Size of total income
before examination Number of Percentage Number of Percentage Number of Percentage
retums of total retums of total retums of total
() (8) (9) (10) {1 (12)
Total 352,520 24.2 396,530 27.3 102,844 7.4
$1,000 OF 1SS .. cecurriee i rrce st et e s s 14,025 1.0 7,979 0.5 1,560 0.1
$1,001 to $10,000. 106,223 7.3 93,059 6.4 943 0.1
$10,001 to $20,000.. 232,272 16.0 70,681 4.9 4,350 0.3
$20,001 to $50,000.. - - 224,811 15.5 14,065 1.0
Over $50,000..... - - - - 81,926 5.6

lIncludes returns with total loss.

NOTES: Detail may not add to totals because of rounding.
Total income (or loss) is adjusted gross income before statutory adjustments.
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Table 2.~All Individual Income Tax Return Nonfilers: Selected Income, Deduction, and Tax Payment items Before and Aﬂer Examlnatlon, Self-Emponed
and Others, and Voluntary Reporting Percentage (VRP) -

[All data are estimates based on samples--money amounts are in millions of dollars.)

Total nonfilers o : s - Self-employed All other
Item . . HE - ] . ]
Before After Increase VRP? Before - After - | Increase |. VRP Before - ' “-After Increase VRP
exammation | examination . ’ . .exammatlon examinaton examnation exammat_lon oo

o (1) 2 3) (4) ___(5) - (6) (7} 8) (8} (10} (1) (12)

Total income (less loss).... . 60,335.7 70,501.7 | 10,166.0 85.6 22,183.5 | - '30,490.3 .| 8,306.8 - 72.8 38,152.2 40,011.3 | 1,859.1 . 854
.| 425210 | 429250 4040 99.1 9,840.1 '] 10,2604 '| 3203 96.9 32,580.5 32,664.7 ‘842 99.7

178150 | 275786 | 97616 646 |° 122434 20,2299 '| 79865 60.5 5571.6 73468 | 17750 758

3,037.0 3,310.0 273.0 91.8 999.1 1,1365 | . 1374 87.9 2,038.8 2,173.6 134.8 93.8

98967 | - 159668 | 6,070.1 . 620 9.916.0 159765 | 86,0805 62.1 -19.3 97 - ‘96 (7)

5,528.0 6,204.0 6760 | 891" 52223 .| ~ 5,688.1 465.8 91.8 3057 | © 5160 210.3 59.2

© 11,0089 1,5545 | 5476 64.8 59.7 4082 | 4679 (7) | 108688 1,1463 79.7 930

-69.7 §50.2 619.9 (") 64.3 . 5857 620.0 (") 54 5.4 - 100.0

349.4 363.1 137 96.2 1531 1442 8.9 106.2 196.4 2188 224 89.8

-5,113.6 -4,146.4 967.2 123.3 151433 | - 51222 21.9 100.4 - 298 ' 975.8 '946.0 3

102.9 417 | 552 215.7. 174 198 | 24 879 | 855 279 578 308.5

7.251.6 85033 | -7483 111.5 35905.°] ' 36466 | - 56.1 985 | - 36611 | 28566 804.5 128.2

Medical and dental expense 356.3 3274 |- -289 1088 | 1089 933 | -138 114.8 2494 234.1 153 - 1085
Taxes paid deduction.... - 1,716.1 1,619.3 -96.8 106.0 8276 826.9 0.7 100.1 888.5 7925 | 960 - 1121
Contributions . - 614.4 © 489.6 -124.8 125.5 - 198.7 | - 1937 5.0 102.6 ' 415.8 295.9 -119.9 140.5
Home mongage interest.......... - 34211 | 32053 |. -2158 106.7 19895 |- 2,099.0 109.5 94.8 14316 1,106.3 <3253 1294
509.2 | 440.1 9.1 15.7 252.8 2476 5.2 102.1 256.4 192.5 3.9 11332

18.5 09 4156 | 18333 | 30 |- 08 22| 37150 13.5 0.0 <135 | 67,5000

509.4 307.8 201.8 165.5 161.3 1346 | - -26.7 119.8 348.1 1733 -174.8 200.9
i 129621 | 12,2744 -687.7 105.8 6,808.5 6.621.8 -186.9 | 102:8 61536 | 58528 -| -500.8 10889 -

Self 6,194.2 6,198.6 - .44 v 99.9 2,7715 2,767.1 104 | 1004 3416.7 34318 " 149 | 998
Spouse " 24546 2,444.5 -10.1 100.4 ©1,547.3 1,547:1 0.2 100.0 907.3 8974 9.9 101.1
- Children at home.... 39916 3,382.3 -609.3 118.0 2,274.1 2,125.7° -148.4 1070 ] 1775 1,256.6 -480.9 136.7
All other!? . 8217 249.0 727 | 1282 209.6 181.7 279 | 1154 129 67.2 449 - 168.8
6,503.5 6,505.2 17 100.0 18151 | 18148 -0.3 100.0 -4,668.4 4,690.4 22,0 99.5

254.8 126.5 -128.1 .201.3 - 1620 89.7 - 723 180.8 92.6 368 -55.8 2518

" 8861 JB9X XBL NIPNV-1s04 ‘SIA[YUON pakojdwg-§[oS

1 Voluntary reporting percentage (VRP) is a compliance measurs, calculated by dividing the amount reported on the retum before examination by the amount after exammaﬁon. then multiplying by 100.
2 The sum of all sources of income or loss, betore reduction by statutory adjustments.
3 Net income (less loss) from nonfarm sole proprietorships.
‘ Net capital gain (less loss).
Total net income (less loss) from rents, royaltles partnerships, and S Corporaﬁons
Farm net income (less loss).
7 Not computed because of negative amount in column 1. :
® Comprised mostly of deduction for “net operating losses” carried forward from prior years.
° » Includes itemized deductions not shown separately.
Indudes dependent children, parents, and others.
"' Comprised of income tax withheld, estimated tax payments, payments with request for extension of filing time, excess social security taxes withheld, credit for Federal tax paid on gasoline and special fuels
and credit for taxes paid by regulated investment companies.
* Includes eamed income credit used to reduce income and other taxes to zero, as well as the excess credit which was refundable.




Self-Employed Nonfilers, Post-Audit, Tax Year 1988

Table 3.--Self-Employed Nonfilers: Number of Returns, by Size of Total Tax Before and After Examination
[All data are estimates based on samples]

Size of total tax after examination

Size of Total No total tax $1 to $1,000 $1,001 to $10,000 Over $10,000
total tax .
before Number of | Percentage | Number of | Percentage | Numberof | Percentage | Number of | Percentage| Number of ; Percentage
examination retums of total retums of total retumns of total returns of total returns of total

AN (2) (8) 4) (5) (6) [ _(8) (9) (10)
Total returns..... 1,454,951 1000 80,631 5.6 445,754 30.6 848,855 58.3 79,711 55
No total tax........... 170,529 1.7 69,621 48 25,355 17 71,258 49 4,292 0.3
$1 to $1,000.......... 582,054 40.0 - - 420,399 28.9 157,931 10.9 3,724 0.3
$1,001 to $10,000 656,180 45.1 11,010 0.8 - - 617,317 424 27,853 1.9
Over $10,000........ 46,191 3.2 - - - - 2,349 0.2 43,842 3.0

NOTE: Detail may not add to totals because of rounding.

Table 4.—-Self-Empioyed Nonfilers: Balance Due Returns, by Size of Tax Balance Due Before and After Examination
{All data are estimates based on samples]

Before examination After examination
Size of tax balance due )
Number of Percentage Number of Percentage
returns of total retums of total
(UN : (2) (3) (4
Total 993,611 100.0 1,199,268 100.0
$1to $100 131,084 132 120,102 10.0
$101 to $500. 290,885 293 239,841 20.0
$501 to $1,000. 99,660 10.0 101,389 8.5
$1,001 to $5,000..... 401,328 40.4 533,542 ‘445
Over $5,000. 70,654 71 204,392 17.0

Table 5.-Self-Employed Nonfilers: Refund Returns, by Size of Refund Claimed Before and After Examination
[All data are estimates based on samples]

Before examination After examination
Size of tax refund claimed
Number of Percentage Number of Percentage
retums of total retumns of total
4] (2) {3) [0
Total 359,582 100.0 196,687 100.0
$1 to $100 95,548 266 32,930 16.7
$101 to $500 100,567 28.0 73,112 372
$501 to $1,000. §3,417 149 39,696 20.2
$1,001 to $5,000 91,800 255 46,480 23.6
Over $5,000. 18,250 5.1 4,449 2.3
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