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COMPLEXITY OF THE TAX CODE: The Complexity of the Tax Code Burdens Taxpayers and the IRS Alike

MOST SERIOUS PROBLEM #2

COMPLEXITY OF THE TAX CODE
The Complexity of the Tax Code Burdens Taxpayers and the IRS Alike

EXPLANATION OF THE PROBLEM
The Code contains 9,834 code sections – many containing detailed subsections – and a six-volume set of 
corresponding regulations.3  Many of these sections are unnecessarily complex and archaic as they were 
drafted decades ago, and the tax laws impose a complex system of requirements that do not match today’s 
world.  Complexity is a problem because complex rules lead to confusion, errors, and distrust, which reduces 
self-assessment and voluntary compliance.  Some examples of how family structures are changing, and 
families, businesses, and taxpayers earn a living in the 21st century include:

WHY THIS IS A SERIOUS PROBLEM FOR TAXPAYERS
U.S. tax laws are overly complex.  As a result, they burden America’s taxpayers and negatively impact 
voluntary tax compliance.  The current system of preparing and filing tax returns is too difficult, 
costly, and time-consuming.  This is especially true for small businesses and taxpayers accessing 
social benefits through the tax system.  Some of this complexity exists because the Internal Revenue 
Code (hereinafter “the Code”) does not mirror modern life and has failed to evolve with the times.  
Making the rules easier to understand and follow would improve tax administration and compliance.

This Most Serious Problem looks at legislative and informational improvements to simplify and 
modernize the Code.  Simplifying the Code means making it easy to understand, easy for the IRS 
to administer, and less burdensome on everyone, whether they are preparing tax returns, trying to 
comply with tax laws, or being audited.  Simplifying the Code is the most important step Congress 
can take to reduce taxpayer compliance burdens, increase self-assessment and voluntary compliance, 
and improve the processing efficiency and verification of annual income tax returns.1  Simplification 
is essential to the integrity of the U.S. tax system and to the broader civic participation of American 
taxpayers.2
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• Family units are increasingly diverse with multigenerational households, split custody, blended 
families, and nonmarried cohabitating partners.

• We conduct business in new ways.  The internet has expanded opportunities for people to start new 
types of businesses.

• Families and businesses are more mobile than ever.  Especially during the COVID-19 pandemic, 
taxpayers may have relocated frequently.  Individuals may be “digital nomads” whose residency may 
not be fixed.  Businesses may operate remotely without fixed business locations.

• The concept of work has changed.  The internet has allowed for more flexible work arrangements.  
Those earning income may not be tied to just one employer or fixed location.  There are many gig 
economy workers, independent contractors, and small or microbusiness owners.

While technological innovation reduces barriers to entry for starting a business, the tax burdens endure.  The 
Code must be modernized and adapted.

ANALYSIS
Simplicity matters so that taxpayers understand the rules and can comply with them efficiently.4  However, 
“simple” does not necessarily equate to fewer words; in the context of the Code, it means the tax laws should 
be clear and easy for a taxpayer to understand, rely on, and use.  The goal should be to draft clear and easy 
to understand laws.  But just as important, Congress should draft fair, easily administrable laws with an eye 
toward reducing burden on both taxpayers and the IRS.

While the Code Does More Than Raise Revenues, Complexity Is Avoidable
The Code is the product of legislative changes throughout the decades.  Much of the complexity stems from 
the desire to use the tax laws for more than raising revenue.  It is a method of implementing social and 
economic policy objectives.5  For example, Congress has entrusted the IRS to administer many social benefits 
through the tax system, such as the Earned Income Tax Credit (EITC), Child Tax Credit (CTC), Additional 
Child Tax Credit (ACTC), and the American Opportunity Tax Credit (AOTC).  These programs provide 
critical financial assistance to American taxpayers.

The realities of the legislative process have produced a complex set of sunsets and phase-outs.  As tax 
provisions are enacted through the reconciliation process, the “Byrd Rule” creates the need for expiration dates 
on laws that affect the budget.6  This means many tax provisions are what have been called by one external 
stakeholder “Hokey Pokey” provisions: one year they are in the Code, and one year they are out.7  The 
uncertainty jeopardizes tax compliance and administration of the tax system, and taxpayers struggle to learn 
the rules from one year to the next.  It makes it difficult for individual taxpayers to plan.  It makes it hard for 
small businesses to plan capital expenditures.8  It is also hard for the IRS to keep up with the changes.  It must 
edit forms, publish guidance, train staff, and update computer systems.9  This is important as taxpayers look 
to the IRS to provide explanations via its publications, website, customer service telephone lines, and online 
chat functions.

Some argue this complexity is inevitable, given the use of tax expenditures and non-revenue-raising uses of the 
Code, and may even be necessary to achieve fairness or provide social benefits.10  However, it is the position 
of the National Taxpayer Advocate that there is room to simplify and modernize the current Code to make it 
more accessible to America’s taxpayers and more administrable by the IRS.

Complexity creates the following issues, as shown in Figure 2.2.1.
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FIGURE 2.2.1

Difficult to Administer

Undermines Trust in the Tax System 
and Reduces Voluntary Compliance

Burdens Taxpayers

Out of Touch With Modern Life

TAX COMPLEXITY CHALLENGES

 Creates onerous compliance burdens on individuals and businesses. Taxpayers devote 
 excessive time and resources to preparing and filing tax returns. 
 Forces taxpayers to bear monetary costs to comply by hiring tax return preparers or buying 
 tax preparation software. 
 Rewards taxpayers who can afford expensive tax advice and discriminates against taxpayers 
 who cannot.

 Alienates taxpayers as they do not understand the rules. 
 Confuses taxpayers who do not understand how their taxes are computed and creates a 
 perception people are not paying their fair share. 
 Leads to lower levels of tax compliance, as taxpayers make inadvertent and deliberate errors. 
 Facilitates tax avoidance by enabling taxpayers to structure transactions to reduce liabilities 
 or commit fraud.

 Excludes families and businesses from credits and deductions because the Code does 
 not reflect life in the 21st century. 
 Impacts economic growth. 

 Requires the IRS to update forms, publications, and computer systems, train employees 
 on changes, and respond to millions of taxpayer questions regarding rule changes. 
 Impedes the IRS’s ability to detect noncompliance through audits or other means.
 Requires the IRS to spend valuable resources answering questions and providing guidance 
 regarding the Code’s complex provisions.
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Americans Spend So Much Time and Money on Tax Preparation Because the Code is 
Burdensome
Time and Financial Burdens
The financial burden and time commitment for complying with our nation’s complex tax system is 
astronomical.  For example:

• An individual taxpayer is estimated to spend 13 hours and $240 out-of-pocket costs to prepare and 
file one annual tax return.11

• For a small business, the time and money spent on tax compliance is roughly 82 hours and $2,900.12

• Individual taxpayers spent a total of 897 million hours in fiscal year (FY) 2022 on recordkeeping.  
This is in addition to the 1.15 billion hours spent on tax preparation of individual returns.13

• Business entities spent about 1.14 billion hours and $48.3 billion on tax preparation in FY 2022.14

• Many small businesses/sole proprietorships file a Schedule C to report their business income and 
expenses.  For tax year (TY) 2021, about 16 percent of individual income tax returns filed for that 
year included a Schedule C.15

• For many small businesses, time is their most valuable asset.  As an external stakeholder stated in a 
discussion with TAS, each hour spent on tax compliance is an hour less they can spend assisting a 
customer.16  Some are spending the equivalent of two full weeks a year on tax return preparation.17

• In FY 2022, U.S. taxpayers collectively spent $89.7 billion on tax preparation and 3.2 billion hours 
on recordkeeping and tax preparation.18  If this time were monetized, this constitutes $94.6 billion 
spent on tax preparation in FY 2022 alone.19  The enormity of the dollars spent on this roughly 
equals the gross domestic product of the Dominican Republic.20

• The IRS hourly paperwork compliance burden is over six billion hours.21

• It is estimated that tax compliance burden is 71 percent of the annual federal paperwork burden.22

The time spent on recordkeeping and tax preparation is excessive.  This is time business owners could spend 
on growing their businesses.  It is time individual taxpayers could earn wages or care for family members.  
The estimates may be low as they only include the cost of preparing federal income tax returns, not state tax 
documents.  They do not include the costs of education, government administration, and tax litigation.23

Since the National Taxpayer Advocate last addressed complexity as one of the Most Serious Problems in the 
2014 Annual Report to Congress, we can reflect on some progress toward simplification.24  The Tax Cuts and 
Jobs Act (TCJA) of 2017 increased the standard deduction significantly while eliminating certain itemized 
deductions.25  As a result, we can see a significant shift toward claiming the standard deduction rather than 
itemizing deductions (see Figure 2.2.2).  Pre-TCJA, 31 percent of tax returns claimed itemized deductions, 
and 69 percent used the standard deduction.  Since TCJA, only 9.7 percent of returns claim itemized 
deductions, and 90.3 percent of returns use the standard deduction.26  This signifies a reduced time burden 
for individual taxpayers, who no longer have to collect records or compute itemized deductions.  This is a 
small step on the path toward simplification.  Yet, the National Taxpayer Advocate notes this was a policy 
decision with a negative financial impact on many who previously benefited from Schedule A deductions like 
uncapped state and local taxes and unreimbursed employee business expenses.
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FIGURE 2.2.2, Tax Returns Claiming Standard Deduction Versus Itemized Deductions27

Pre-TCJA Post-TCJA

TY 2017 TY 2018 TY 2019 TY 2020 TY 2021 (Through 
September 2022)

Count Percent Count Percent Count Percent Count Percent Count Percent

Standard 
Deduction 105,674,873 69.0 137,121,824 88.7 148,776,754 89.5 145,883,368 90.3 132,909,065 91.3

Itemized 
Deduction 47,453,918 31.0 17,471,552 11.3 17,455,642 10.5 15,745,379 9.7 12,701,725 8.7

Total 153,128,791 100.0 154,593,376 100.0 166,232,396 100.0 161,628,747 100.0 145,610,790 100.0

Costs and Risks
It is costly to keep records, comply with the Code, and prepare and file tax returns, and additional 
complexities arise regarding the time necessary to retain records.  The whole process is stressful.  Most 
taxpayers want to do the right thing; they want to comply.  But it is difficult to do it on their own.  Often, 
they are compelled to pay for tax software or tax professionals to help them understand their tax obligations.  
In TY 2020, 92.7 percent of taxpayers filed returns using tax software.28  For TY 2021, of the individual tax 
returns filed through October 2022, 96 percent were filed via tax software.29  This imposes a monetary cost on 
those taxpayers who paid for software to prepare and file their returns.  Because the law requires filing annual 
tax returns, the government should bear the costs associated with filing.  The high cost of return preparation 
driven by the complexity of the Code creates a disparity between those who can afford tax professional 
assistance and those who cannot.  Low-income filers face higher compliance costs relative to their resources.30

Complex rules make claiming refundable credits too difficult without software or professional assistance.  This 
costs money and drains resources from households.31  For TY 2020, over half of the taxpayers claiming the 
EITC (50.4 percent), used a paid tax return preparer.32  For TY 2021, over 15.2 million people claiming the 
EITC paid for tax return preparation essentially to claim a public benefit provided by Congress.33  The high 
cost of tax return preparation may drive taxpayers to rely on noncredentialled tax return preparers who may 
not adhere to the rules either intentionally or unintentionally, potentially causing problems for taxpayers 
down the road.  The Department of the Treasury and the National Taxpayer Advocate believe unscrupulous 
and unregulated tax return preparers contribute to refundable credit noncompliance, fraud, and improper 
payments.34  An improper payment is any payment that should not have been made, was made in an incorrect 
amount, or was made to an ineligible recipient.35  For FY 2021, the IRS calculated and reported the following 
dollar amount and percentage rate of improper payments for three of its high-priority programs susceptible to 
improper payments:

• EITC: The IRS estimates 28 percent ($19.0 billion) of the total EITC payments of $68.3 billion 
were improper.36

• ACTC: The IRS estimates 13 percent ($5.2 billion) of the total ACTC payments of $39.4 billion 
were improper.37

• AOTC: The IRS estimates 26 percent ($1.9 billion) of the total AOTC payments of $7.1 billion 
were improper.38

Taxpayers suffer the consequences, as they are ultimately responsible for any tax liabilities resulting from these 
improperly prepared returns.39  Moreover, these errors increase burdens to tax administration and negatively 
impact the tax gap.



50 Taxpayer Advocate Service

Most Serious Problem #2: Complexity of the Tax Code

Complexity Undermines Public Trust, Self-Assessment, and Voluntary Compliance
The complexity of the Code undermines public trust in government and the IRS; conversely, simplifying the 
Code would enhance understanding and public confidence in the fairness of the tax system.40

Taxpayers may make inadvertent mistakes due to misunderstanding the law.  The IRS may assess penalties 
against people who made every effort to comply with the law.  This erodes trust in the system and may inhibit 
self-assessment and voluntary compliance, the bedrock upon which our tax system is based.  It further erodes 
public trust in our government.  The Code should be drafted clearly and administered fairly and equitably by 
the IRS with timely guidance to inform taxpayers.

“…[E]nforcement of the law is not only a means to raise revenue.  It is also a matter of fundamental fairness.  
It is important for honest taxpayers to know that, when they file their taxes accurately with the IRS, other 
people are doing the same.” -Secretary Janet Yellen41

Complexity also creates opportunities to engage in tax fraud or aggressive tax avoidance maneuvers.  
Fraudsters seek refuge behind the complexity, as it may be difficult for the IRS to detect noncompliance.  In 
FY 2022 alone, the IRS assessed fraud penalties totaling $306,823,808.42

The combination of inadvertent mistakes, reduced self-assessment and voluntary compliance, and outright 
fraud generates a significant financial risk to tax administration.  Complexity contributes to the “tax gap,” 
which is the tax liability owed versus what is voluntarily paid.43  The most recent estimates of the tax gap place 
it at $496 billion, with projections growing to $540 billion per year.44

Modernize the Internal Revenue Code: The Code Is Outdated and Does Not Reflect 
Modern Society
Outdated Code Does Not Fit Modern Families
The American family has changed, and the Code has not kept up, as divorce, cohabitation, blended families, 
and multigenerational family arrangements have become more common.45

The American family has changed, and the 
Internal Revenue Code has not kept up.

BLENDED  COHABITATION  DIVORCE
MULTIGENERATIONAL

Childcare arrangements are increasingly challenging,46 as it has become common for children to split their 
time between different households, and an increasing number live with or are supported by non-parent 
relatives.47  Only 51.6 percent of children living in families with incomes at or below 200 percent of the 
Federal Poverty Level were in families with married couples.48  Children of low-income households were more 
likely to live with a single parent or in multigenerational households, a cohabitating household, or a family 
with at least one non-biological child, as compared to children of higher income families.49  The qualifying 
child rules for EITC and ACTC should more accurately reflect their target population.50

The individual income tax laws are structured so an individual taxpayer files a return once a year based on 
a filing status such as being single or part of a family unit.  The unit is based on legal relationships, child 
residency, and support.  There are five child-related provisions that use the definition of qualifying child: Head 
of Household (HoH) filing status, Child and Dependent Care Credit, CTC, EITC, and the dependency 
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exemption.51  The Code and the way child credits are structured were established when the traditional family 
was a married two-parent household.  Determining who can claim a child, given the outmoded standards, 
leads to administrative conflicts, with many children being excluded entirely.52  The rules do not allow for 
more than one caregiver to claim the same child; they instead have a complicated system of tiebreaker rules 
that are hard for even tax professionals to apply.53

Selecting the applicable filing status is also difficult to understand.  Many taxpayers are not formally divorced 
or legally separated but are living separate lives.  The IRS prohibits them from claiming HoH filing status 
unless they meet additional requirements of IRC § 7703(b).54  If they select the married filing separately status 
but do not have access to the Social Security number for their estranged spouse, they are forced to paper file.55  
Unfortunately, for the 2020 through 2022 filing seasons, paper filing a tax return prolonged the time it took 
to receive a refund by many months.56  That delay has an impact on those already facing financial hardships.  
A study has shown that even a one-week delay in the refund would put 30 percent of families in a financial 
situation that would prevent them from paying bills on time.57  The National Taxpayer Advocate continues to 
call for the IRS to enable all taxpayers to e-file tax returns.58

Outdated Code Excludes Children
Congress should adapt the Code to ensure children can access tax benefits.  As the cost of housing increases, 
households may also include multiple unrelated working adults and cohabitating families.  Data shows 
families are moving to less fixed household types where the composition changes through the course of 
the year.59  The standards used to determine eligibility may exclude children not in traditional childcare or 
housing arrangements.

The refundable credits, including EITC and ACTC, are meant to provide financial support to those caring 
for children.  However, the current requirements for these credits leave claimants who make errors exposed 
to examination and exclude children in need of aid from accessing tax benefits.60  Furthermore, EITC and 
ACTC are directed toward a population of taxpayers least equipped to navigate its complexity.61

Qualifying Child: Uniform Definitions Should Be Uniform
The term qualifying child is defined in IRC § 152(c).  It is meant to be a common definition throughout 
the Code, yet there are confusing and complicated deviations from this uniform definition.  Figure 2.2.3 
illustrates the complexity of these deviations.

For example, a qualifying child for EITC must be under 19 (or 24 if a student), while a qualifying child for 
the CTC must be under 17.62  IRC § 152(c)(2) lists different qualifying “relationships” that would make 
someone a qualifying child for benefits like the CTC or EITC.  This list includes children, grandchildren, 
stepchildren, nieces, and nephews.  In the case of a taxpayer who is married but seeking to be treated as 
unmarried for claiming the HoH status, the list is more limited.  Only a child or stepchild – not a grandchild 
– will allow the taxpayer to meet the requirements to be considered unmarried for HoH filing status.63  These 
variations are complex and needlessly confusing.  Not surprisingly, many taxpayers do not understand the 
differences in requirements, so they assume qualifying for one automatically means they qualify for the 
other.64  Uniformity on qualified child requirements throughout the Code would reduce complexity.  The 
National Taxpayer Advocate recommends modernizing the definition of a qualifying child so the rules should 
reflect real-life living arrangements.65
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FIGURE 2.2.3, Definitions of Qualifying Child66

IRC § 152 Qualifying Child Common Definition Deviations

Relationship Test Child or descendant of such a child, or brother, 
sister, stepbrother, stepsister, or descendant of 
any such relative

Head of Household: For a married person 
seeking to be treated as unmarried for claiming 
HoH status: only child or stepchild; not 
grandchild

Residency Test Same principal place of abode as the taxpayer 
for more than one-half of the year

EITC: Abode must be in the United States

Age Requirement Must be under 19 or 24 if a student CTC: Must be under 17

Support Test Has not provided over one-half of individual’s 
own support for the calendar year

EITC: Does not apply this test

Other 
Requirements

EITC and HoH: Do not apply special rules for 
divorced parents from IRC 152(e)

Dependent: Must be a citizen, national of the 
United States, resident of the United States, or 
a contiguous country (i.e., Mexico or Canada) 
unless adopted by a citizen or national of 
United States

CTC: Must be a citizen, national, or resident of 
the United States

Illustration of How the Requirements Exclude Taxpayers
IRC § 152(c)(1)(B) requires the qualifying child to have the same principal place of abode for more than 
one-half of the year as the individual claiming the child as a dependent.  This residency test results in the 
greatest number of erroneous EITC claims.67  This may result from more complicated custody and childcare 
arrangements.  If a child lives between parents or other caregivers’ homes, the child may be excluded entirely 
from receiving tax benefits.

Example: Children Are Excluded From Social Benefits

A taxpayer who is a single mother works in a hospital on the night shift every weekday.  She has 
two children and earns $31,200 a year.  She relies on the grandmother of the children for childcare.  
The children stay with the grandmother for part of the year and attend school in the school district 
where the grandmother lives.  The children live with their father for three months over the summer.  
However, this mother provides most of the financial support for her children throughout the year.

When this taxpayer prepares her taxes, she attempts to figure out if she can claim the EITC and 
CTC for her children.  She reads the instructions for Form 1040 (114 pages), which informs 
her she may need a Schedule 8812.  She reads the section on EITC, which points her to 
IRS.gov/EITC.  She visits the website, which provides a dizzying array of links about the credit.  
She looks at Publication 596, Earned Income Credit (44 pages).  She has spent several hours 
learning that her children must reside with her for over six months (183 days) to be able to claim 
them on her return.68  A year of 365 days minus 90 days with their father over the summer leaves 
275 days.  Her children are with her mother 180 nights a year (five nights a week for nine months).  
The children reside with her only 95 days a year.  She wonders if her mother would be able to claim 
her children to receive the EITC funds.  She decides to pay a tax preparer to help her figure this 
out.  She pays $240.  The preparer explains that no adult meets the 183-day requirement.  Even if 
the children had stayed with their grandmother enough days to meet the threshold, she was retired 
and only received Social Security, which does not count as earned income.  The children will not 
have access to those funds since no parent or caregiver meets the criteria.  This taxpayer just spent 

https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit-eitc
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about 13 hours and at least $240 on tax preparation services to determine she is not entitled to 
credits that would help her support her family, a result inconsistent with Congress’s intent when 
creating these credits.69

Complex Rules Are Difficult for the IRS to Administer
The web of rules that govern qualifying children are inconsistent, unintuitive, and outdated.  The IRS lacks 
independent sources of information to verify whether the taxpayer claiming a child meets the multitude 
of requirements.70  The shift to administering social benefits through the Code places tax return preparers 
in difficult positions.  They are not social workers; yet they are now engaged in a due diligence process of 
reconciling all the benefits to which a taxpayer may or may not be entitled.71

According to the Department of the Treasury’s FY 2020 Report, EITC claimants account for more than 
40 percent of audits conducted on individual taxpayers.72  In more than 40 percent of cases where the IRS 
originally flagged the EITC claim as invalid, and the taxpayer received assistance from TAS, the IRS ruling 
was reversed.73  Claiming EITC involves over 20 separate determinations, including tiebreaker rules.74  
Seventy percent of improper EITC payments are from authentication errors.75  This involves authenticating 
the relationship, residency, filings status, and custodial arrangements.  “Qualifying child” errors are the most 
significant EITC overclaim in terms of dollars, caused by the failure to provide proof of the residency test and 
the relationship test.76  The IRS does not have a database to show relationships between taxpayers or verify 
where children live or the other information necessary to validate the accuracy of this refundable credit prior 
to issuing a refund.  The IRS does not have the statutory authority to address these issues at the point of 
receiving the return; instead, it addresses the overclaims through a long audit process.77

To reduce complexity in administering the rules around the EITC, the National Taxpayer Advocate has 
recommended separating the EITC into two credits: a worker credit and a child credit.78  When Congress 
enacts a provision, the data used to substantiate entitlement to the provision should be data that is accessible, 
such as using the vehicle identification number to confirm entitlement to electric vehicle credits.79  The annual 
wage data (Forms W-2) required to verify the worker credit is already available to the IRS, and it can easily use 
the data to verify entitlement to the worker credit.

Furthermore, complexity is hard for the IRS to manage.  With each addition to the Code, the IRS must 
generate forms, draft publications, update computer codes, train staff, and answer millions of telephone calls.  
The IRS cannot handle the volume of inquiries it receives currently.80

Contemporary Small Businesses
It is not only families that have changed dramatically since the enactment of the Internal Revenue Code 
of 1986.  Modern businesses also pose a new reality.  The existing tax laws do not reflect the current work 
environment.81  In 2021, 16 percent of Americans earned money from the gig economy as independent 
contractors without withholding.82  Taxpayers may take on multiple gigs to make ends meet.  They receive 
information from multiple third-party platforms, making tax compliance difficult.83  It can take 40 hours to 
learn about depreciation methods, recordkeeping, and reporting it on tax forms.84  These gig economy workers 
do not receive tax guidance from the service platforms.85  The National Association for the Self-Employed 
reported:

• Thirty-four percent of those who reported earning income from the gig economy did not know they 
needed to file quarterly estimated tax payments;86

• Forty-three percent had not set aside money to pay their taxes and did not know how much they 
owed;87 and

• Ninety percent indicated they used a tax preparer or software, and over 50 percent of those who relied 
on the preparer or software paid over $150.88
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Self-employed individuals, which includes gig workers, sole proprietorships, and independent contractors, 
must submit quarterly estimated tax payments.89  The quarterly due dates are illogical.  The first and fourth 
estimated payments are due two weeks after the close of the quarter while the second and third are due two 
weeks before the close of the quarter.90  This is confusing and does not set up taxpayers for success.  It is 
challenging for self-employed individuals with incomes that are highly variable to estimate and pay for periods 
of time that are inconsistent.91  To address this inconsistency, Congress should amend IRC § 6654(c)(2) to 
reflect a standard date of the 15th day after the quarter ends.92

Another example of complexity was the legislative change reducing the reporting requirements from $20,000 
to $600 on Form 1099-K.93  On December 23, 2022, the IRS postponed changing this threshold until 2023 
due to lack of guidance and taxpayer confusion.94  In light of the challenges, the National Taxpayer Advocate 
would ask that Congress carefully consider the threshold and that the IRS issue guidance quickly. 

Example: Small Business Taxpayers Burdened by the Code

In need of a more flexible schedule, in 2021, a taxpayer became a rideshare driver for a rideshare 
app.  Before then, he had never been an independent contractor.  In 2022, he must complete his 
annual taxes.  The driver believed the rideshare app was tracking everything.  In January 2022, he 
gets a Form 1099-NEC from the company reporting his income.  In March, he goes to a return 
preparer to do his taxes.  The return preparer asks for his records and the amount he paid in 
estimated tax payments.  The driver tells the preparer he only has a Form 1099-NEC and can log 
into the rideshare app to see his trips.  He did not keep any other records because he did not know 
anything else would be required.  He also did not pay any estimated taxes because this is his first 
time hearing about such payments.

In the past, he had worked as an employee and was accustomed to having withholding taken from 
his paycheck.  His preparer can glean from the app the total number of miles driven while on 
routes.  The preparer can use that with the standard mileage rate of 62.5 cents per mile.95  But the 
preparer tells him there is an option of using actual expenses with depreciation or an IRC § 179 
deduction.  They will have to run the numbers both ways to see which is more advantageous.  This 
doubles the time it takes to calculate the expense deduction.  The driver did not keep a mileage 
record of trips from his home to his first ride each day.  His preparer informs him that if there were 
a home office, the mileage would be considered business mileage, but if not, those amounts would 
be considered personal.96  This further complicates the ability to compute the allowable IRC § 179 
deduction for the vehicle.  The preparer tells the driver it may be too late for him and that he may 
face penalties for this year but explains his obligations for the next year.

A gig economy worker like the one described above and more traditional small business owners 
face many recordkeeping obligations.  An alternative to this time-consuming burden could be a 
standard business deduction that would be a percentage of gross receipts.97  It functions much like 
the option between claiming a standard deduction or itemizing deductions.  Schedule C small 
businesses could have the option of claiming a standard deduction or, if their expenses are greater, 
they could maintain the necessary records and compute their actual expenses.  A standard business 
deduction would accommodate gig economy workers, especially those paid by online platforms 
and who receive Forms 1099.98  They could easily calculate gross receipts, take a standard deduction 
against it, and within minutes comply with their tax obligations.  This could radically reduce the 
time burdens facing many small businesses.
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CONCLUSION AND RECOMMENDATIONS
The issues raised above are only a fraction of the challenges caused by complexities throughout the Code.  
Other taxpayers, including overseas taxpayers, large corporations, multinational companies, partnerships, 
estates, and exempt organizations face their own issues due to Code complexity.99  The tax laws should be 
simple enough for people and business owners to prepare their own returns or at least understand their 
returns.  The Code should not inadvertently entrap taxpayers; rather, it should clearly delineate each taxpayer’s 
obligations and benefits.  The tax laws should identify and minimize areas of noncompliance.  The Code 
should make it easy for the IRS to administer the tax laws while also reducing burdens on taxpayers and 
practitioners.

Congress has the unique opportunity to update the Code and simplify it in the process.  Congress must 
remove the complexity in the Code and eliminate burdens on taxpayers.  The National Taxpayer Advocate 
recommends simplifying and modernizing the tax laws to enhance understanding and public confidence in 
the fairness of the tax system, reduce taxpayer compliance burdens, and improve tax administration.

Legislative Recommendations to Congress
The National Taxpayer Advocate recommends that Congress:

1. Use uniform definitions throughout the Code.
2. Adopt a consistent and more modern definition of “qualifying child” throughout the Code.
3. Restructure the EITC and CTC by allowing separate worker and child credits to make it 

simpler for taxpayers and reduce improper payments.100
4. Amend IRC § 6654(c)(2) to set the estimated tax installment deadlines 15 days after the end of 

each calendar quarter (i.e., April 15, July 15, October 15, and January 15).101

Endnotes

1 Hearing on Spotlighting IRS Customer Service Challenges, Hearing Before the Senate Comm. on Finance, 117th Cong. 
(Feb. 17, 2022) (Written Statement of Erin M. Collins, National Taxpayer Advocate), https://www.irs.gov/pub/irs-utl/national-
taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf.

2 Kody Carmody & Shai Akabas, Tax Administration: Compliance, Complexity, and Capacity, BIPARTISAN POLICY CENTER (Apr. 8, 2019), 
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/.

3 See generally Title 26 of the U.S. Code, https://www.ecfr.gov/current/title-26 (last visited Nov. 22, 2022); corresponding Treasury 
Regulations, https://uscode.house.gov/download/releasepoints/us/pl/117/214/pdf_usc26@117-214.zip (last visited Nov. 22, 2022). 

4 American Institute of Certified Public Accountants (AICPA), Guiding Principles of Good Tax Policy: A Framework for Evaluating Tax 
Proposals, Tax Policy Concept Statement 1 (2017). 

5 Id.; Kody Carmody & Shai Akabas, Tax Administration: Compliance, Complexity, and Capacity, BIPARTISAN POLICY CENTER 
(Apr. 8, 2019), https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/.

6  Congressional Budget Act of 1974, § 313, 2 U.S.C. 644; House Committee on the Budget, Budget Reconciliation: The Basics, 
https://budget.house.gov/resources/fact-sheets/budget-reconciliation-basics (last visited Sept. 19, 2022); Committee for a 
Responsible Federal Budget, Reconciliation 101, https://www.crfb.org/papers/reconciliation-101#byrd (last visited Sept. 19, 2022).

7 Feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).
8 AICPA Letter to Chairman and Ranking Member of the Senate Committee on Finance and House Ways and Means Committee, 

Modernizing Tax Provisions to Reflect the Economic and Technological Environment in Response to the COVID-19 Pandemic 
(May 7, 2020), https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-response-
to-covid-19-pandemic (last visited Sept. 19, 2022).

9 Feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).
10 Jeffrey Partlow, The Necessity of Complexity in the Tax System, WYOMING LAW REVIEW, vol. 13, No. 1 (Jan. 2013), 

https://scholarship.law.uwyo.edu/wlr/vol13/iss1/9/.
11 IRS, Tax Year 2021 Form 1040 (and 1040 SR) Instructions 107.
12 IRS, Research, Applied Analytics & Statistics (RAAS): Knowledge Development and Application (KDA) (Oct. 14, 2022).
13 IRS, RAAS: KDA (Oct. 14, 2022).
14 Id.
15 IRS, SOI Tax Stats - Filing Season Statistics: Late-May Filing Season Statistics by AGI, 2022 for TY 2021, https://www.irs.gov/

statistics/filing-season-statistics (last visited Dec. 20, 2022).
16 Feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).

https://www.irs.gov/pub/irs-utl/national-taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf
https://www.irs.gov/pub/irs-utl/national-taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/
https://www.ecfr.gov/current/title-26
https://uscode.house.gov/download/releasepoints/us/pl/117/214/pdf_usc26@117-214.zip
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/
https://democrats-budget.house.gov/resources/fact-sheets/budget-reconciliation-basics
https://www.crfb.org/papers/reconciliation-101#byrd
https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-response-to-covid-19-pandemic
https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-response-to-covid-19-pandemic
https://scholarship.law.uwyo.edu/wlr/vol13/iss1/9/
https://www.irs.gov/statistics/filing-season-statistics
https://www.irs.gov/statistics/filing-season-statistics


56 Taxpayer Advocate Service

Most Serious Problem #2: Complexity of the Tax Code

17 Id.
18 IRS, RAAS: KDA (Oct. 14, 2022).
19 Id.
20 World Bank, All Countries and Economies, https://data.worldbank.org/indicator/NY.GDP.MKTP.CD (last visited Nov. 3, 2022) 

(showing all national GDPs in current U.S. dollars).
21 Demian Brady, Tax Complexity 2021: Compliance Burdens Ease for Third Year Since Tax Reform, NATIONAL TAXPAYERS UNION 

FOUNDATION (Apr. 15, 2022), https://www.ntu.org/foundation/tax-page/tax-complexity-2021-compliance-burdens-ease-
again-after-tcja; Office of Information and Regulatory Affairs, Inventory of Currently Approved Information Collections, 
https://www.reginfo.gov/public/do/PRAMain (last visited Sept. 19, 2022). 

22 IRS, Document 13315, Tax Compliance Burden (July 2018), https://www.irs.gov/pub/irs-soi/d13315.pdf. 
23 Government Accountability Office (GAO), GAO-05-1009SP 5-6, Understanding the Tax Reform Debate: Background, Criteria and 

Questions (2005), https://www.gao.gov/products/gao-05-1009sp.
24 National Taxpayer Advocate 2014 Annual Report to Congress 102-107 (Most Serious Problem: Complexity: The IRS Does Not 

Report on Tax Complexity as Required by Law), https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/2014-ARC_
VOL-1_S1_MSP-9-508.pdf. 

25 TCJA, Pub. L. No. 115-97, 131 Stat 2054 (2017).
26 IRS, Compliance Data Warehouse (CDW), Individual Returns Transaction File (IRTF), TYs 2017 to 2021 (Nov. 2022).
27 IRS, CDW, IRTF, TYs 2017 to 2021 (Nov. 2022).  
28 Id.
29 Id.  This number may not reflect the backlog of paper returns waiting to be filed.
30 Kody Carmody & Shai Akabas, Tax Administration: Compliance, Complexity, and Capacity, BIPARTISAN POLICY CENTER (Apr. 8, 2019), 

https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/.
31 Jacob Goldin & Ariel Jurow Kleiman, Whose Child is this? Improving Child-Claiming Rules in Safety Net Programs (Oct. 4, 2021), 

YALE LAW J., https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094.  
32 IRS, CDW, IRTF, TYs 2017 to 2021 (Nov. 2022). 
33 Id.
34 U.S. Department of the Treasury, Agency Financial Report Fiscal Year 2020, at 251, https://home.treasury.gov/system/files/266/

Treasury-FY-2020-AFR.pdf (last visited Nov. 17, 2022).
35 Treasury Inspector General for Tax Administration (TIGTA), Ref. No. 2022-40-037, Programs Susceptible to 

Improper Payments Are Not Adequately Assessed and Reported (2022), https://www.tigta.gov/reports/audit/
programs-susceptible-improper-payments-are-not-adequately-assessed-and-reported.

36 Id.
37 Id.
38 Id.
39 See Most Serious Problem: Return Preparer Oversight: Taxpayers Are Harmed by the Absence of Minimum Competency Standards 

for Return Preparers, infra. 
40 Hearing on Spotlighting IRS Customer Service Challenges, Hearing Before the Senate Comm. on Finance, 117th Cong. 

(Feb. 17, 2022) (Written Statement of Erin M. Collins, National Taxpayer Advocate), https://www.irs.gov/pub/irs-utl/national-
taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf.

41 U.S. Department of the Treasury Press Release, Remarks by Secretary of the Treasury Janet L. Yellen at the IRS Facility in New 
Carrollton, Maryland (Sept. 15, 2022), https://home.treasury.gov/news/press-releases/jy0952. 

42 IRS response to TAS fact check (Dec. 2022) updating CDW, Individual Master File Transaction History and Business Master File 
Transaction History (Oct. 2022).  

43 Kody Carmody & Shai Akabas, Tax Administration: Compliance, Complexity, and Capacity, BIPARTISAN POLICY CENTER (Apr. 8, 2019), 
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/.

44 IRS, Pub. 1415, Federal Tax Compliance Research: Tax Gap Estimates for Tax Years 2014-2016, https://www.irs.gov/newsroom/
the-tax-gap; see also IRS, IR-2022-192, IRS Updates Tax Gap Estimates; New Data Points the Way Toward Enhancing Taxpayer 
Service, Compliance Efforts, https://www.irs.gov/newsroom/irs-updates-tax-gap-estimates-new-data-points-the-way-toward-
enhancing-taxpayer-service-compliance-efforts (last visited Nov. 17, 2022).

45 Elaine Maag, H. Elizabeth Peters, and Sara Edelstein, Increasing Family Complexity and Volatility: The Difficulty 
in Determining Child Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016),  https://www.urban.org/research/publication/
increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits. 

46 Jacob Goldin and Ariel Jurow Kleiman, Whose Child is this? Improving Child-Claiming Rules in Safety Net Programs (Oct. 4, 2021), 
YALE LAW J., https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094; Elaine Maag, H. Elizabeth Peters & Sara Edelstein, 
Increasing Family Complexity and Volatility: The Difficulty in Determining Child Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), 
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits.

47 Elaine Maag, H. Elizabeth Peters & Sara Edelstein, Increasing Family Complexity and Volatility: The Difficulty in Determining Child 
Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), https://www.urban.org/research/publication/increasing-family-complexity-and-
volatility-difficulty-determining-child-tax-benefits; Natasha V. Pilkauskas & Christina Cross, Beyond the Nuclear Family: Trends in 
Children Living in Shared Households, DEMOGRAPHY Vol. 55, No. 6 (Dec. 2018). 

48 Elaine Maag, H. Elizabeth Peters & Sara Edelstein, Increasing Family Complexity and Volatility: The Difficulty in Determining 
Child Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), https://www.urban.org/research/publication/increasing-family-complexity-
and-volatility-difficulty-determining-child-tax-benefits.  See also National Taxpayer Advocate Fiscal Year 2020 Objectives 
Report to Congress vol. 3, at 17-19 (Earned Income Tax Credit: Making the EITC Work for Taxpayers and the Government), 
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/JRC20_Volume3.pdf.  

https://data.worldbank.org/indicator/NY.GDP.MKTP.CD
https://www.ntu.org/foundation/tax-page/tax-complexity-2021-compliance-burdens-ease-again-after-tcja
https://www.ntu.org/foundation/tax-page/tax-complexity-2021-compliance-burdens-ease-again-after-tcja
https://www.reginfo.gov/public/do/PRAMain
https://www.irs.gov/pub/irs-soi/d13315.pdf
https://www.gao.gov/products/gao-05-1009sp
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/2014-ARC_VOL-1_S1_MSP-9-508.pdf
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/2014-ARC_VOL-1_S1_MSP-9-508.pdf
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094
https://home.treasury.gov/system/files/266/Treasury-FY-2020-AFR.pdf
https://home.treasury.gov/system/files/266/Treasury-FY-2020-AFR.pdf
https://www.tigta.gov/reports/audit/programs-susceptible-improper-payments-are-not-adequately-assessed-and-reported
https://www.tigta.gov/reports/audit/programs-susceptible-improper-payments-are-not-adequately-assessed-and-reported
https://www.irs.gov/pub/irs-utl/national-taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf
https://www.irs.gov/pub/irs-utl/national-taxpayer-advocate-testimony-senate-finance-hearing-on-cust-serv-challenges-02-17-2022.pdf
https://home.treasury.gov/news/press-releases/jy0952
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/
https://www.irs.gov/newsroom/the-tax-gap
https://www.irs.gov/newsroom/the-tax-gap
https://www.irs.gov/newsroom/irs-updates-tax-gap-estimates-new-data-points-the-way-toward-enhancing-taxpayer-service-compliance-efforts
https://www.irs.gov/newsroom/irs-updates-tax-gap-estimates-new-data-points-the-way-toward-enhancing-taxpayer-service-compliance-efforts
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/JRC20_Volume3.pdf


57Annual Report to Congress 2022

Most Serious Problem #2: Complexity of the Tax Code

49 Id.; Natasha V. Pilkauskas & Christina Cross, Beyond the Nuclear Family: Trends in Children Living in Shared Households,  
DEMOGRAPHY Vol. 55, No. 6 (Dec. 2018), https://typeset.io/papers/beyond-the-nuclear-family-trends-in-children-living-in-
35di2syt5i.

50 IRC §§ 152(c), 21, 24, 32; Elaine Maag, H. Elizabeth Peters, and Sara Edelstein, Increasing Family Complexity and Volatility: 
The Difficulty in Determining Child Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), https://www.urban.org/research/publication/
increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits; see also National Taxpayer Advocate Fiscal 
Year 2020 Objectives Report to Congress vol. 3, at 17-19 (Earned Income Tax Credit: Making the EITC Work for Taxpayers and the 
Government), https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/JRC20_Volume3.pdf. 

51 IRC §§ 2(b), 21, 24, 32, 152.
52 See, IRC §§ 152, 7703; See, e.g., hypothetical infra. 
53 IRC § 152(c)(4); feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).
54 For further context, see discussion regarding excluding grandchildren under IRC §§ 7703(b), 152(f)(1), infra. 
55 IRS, Age, Name or SSN Rejects, Errors, Correction Procedures, https://www.irs.gov/faqs/electronic-filing-e-file/age-name-or-ssn-

rejects-errors-correction-procedures (last visited Dec. 20, 2022); IRS, Pub. 4491, Volunteer Income Tax Assistance (VITA)/Tax 
Counseling for the Elderly (TCE), VITA/TCE Training Guide, 2022 Returns (Oct. 2022), https://www.irs.gov/pub/irs-pdf/p4491.pdf.

56 See Most Serious Problem: Processing Delays: Paper Backlogs Caused Refund Delays for Millions of Taxpayers, supra.
57 Kody Carmody & Shai Akabas, Tax Administration: Compliance, Complexity, and Capacity, BIPARTISAN POLICY CENTER (Apr. 8, 2019), 

https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/; Elaine Maag, S. Roll & J. Oliphant, 
Delaying Tax Refunds for Earned Income Tax Credit and Additional Child Tax Credit Claimants, TAX POLICY CENTER (2016), 
https://www.urban.org/research/publication/delaying-tax-refunds-earned-income-tax-credit-and-additional-child-tax-credit-
claimants; Paul Kiel, You Don’t Earn Much and You’re Being Audited by the IRS. Now What? PRO PUBLICA (Oct. 4, 2018), 
https://www.propublica.org/getinvolved/irs-audit-earned-income-tax-credit-refund-help. 

58 Erin M. Collins, The NTA Reimagines the IRS with a Dramatically Improved Taxpayer Experience: Part Two, NATIONAL TAXPAYER 
ADVOCATE BLOG (Sept. 15, 2022), https://www.taxpayeradvocate.irs.gov/news/nta-blog-the-nta-reimagines-the-irs-with-a-
dramatically-improved-taxpayer-experience-part-two/. 

59 Elaine Maag, H. Elizabeth Peters, and Sara Edelstein, Increasing Family Complexity and Volatility: The Difficulty in Determining 
Child Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), https://www.urban.org/research/publication/increasing-family-complexity-and-
volatility-difficulty-determining-child-tax-benefits.

60 Jacob Goldin and Ariel Jurow Kleiman, Whose Child is this? Improving Child-Claiming Rules in Safety Net Programs (Oct. 4, 2021), 
YALE LAW J. ,https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094; Sophie Collyer, David Harris & Christopher Wimer, 
Left Behind: The One-Third of Children in Families who Earn Too Little to Get the Full Child Tax Credit, CENTER ON POVERTY AND 
SOCIAL POLICY, 2-3 (2019), https://www.povertycenter.columbia.edu/news-internal/leftoutofctc.

61 National Taxpayer Advocate 2015 Annual Report to Congress 246 (Most Serious Problem: Earned Income Tax Credit (EITC): The 
IRS Does Not Do Enough Taxpayer Education in the Pre-filing Environment to Improve EITC Compliance and Should Establish 
a Telephone Helpline Dedicated to Answering Pre-filing Questions From Low Income Taxpayers About Their EITC Eligibility), 
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC15_Volume1_MSP_22_EITC-Compliance.pdf. 

62 IRC §§ 24(c)(4), 152(c)(3).
63 IRC §§ 2(b), 152, 7703.
64 Elaine Maag, H. Elizabeth Peters & Sara Edelstein, Increasing Family Complexity and Volatility: The Difficulty in Determining Child 

Tax Benefits, URBAN INSTITUTE (Mar. 3, 2016), https://www.urban.org/research/publication/increasing-family-complexity-and-
volatility-difficulty-determining-child-tax-benefits.

65 National Taxpayer Advocate 2022 Purple Book, Compilation of Legislative Recommendations to Strengthen Taxpayer Rights and 
Improve Tax Administration 117 (Legislative Recommendation: Restructure the Earned Income Tax Credit (EITC) to Make It Simpler 
for Taxpayers and Reduce Improper Payments), https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2022/01/ARC21_
PurpleBook_08_MiscRecs_56.pdf. 

66 IRC §§ 2, 24, 32, 152; Treas. Reg. §§ 1.152-1(b), 1.152-2(a)(2)(ii). 
67 IRS, Pub. 5162, Compliance Estimates for the Earned Income Tax Credit Claimed on 2006-2008 Returns (Aug. 2014), 

https://www.irs.gov/pub/irs-soi/EITCComplianceStudyTY2006-2008.pdf.
68 IRC § 152(c)(1)(B). 
69 IRS, Tax Year 2021 Form 1040 (and 1040-SR) Instructions (Dec. 21, 2021).  
70 Kara Leibel, Emily Y. Lin & Janet McCubbin, Social Welfare Considerations of EITC Qualifying Child Noncompliance, Office of Tax 

Analysis, Working Paper 120 (Jan. 2020), https://home.treasury.gov/system/files/131/WP-120.pdf. 
71 Feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).
72 U.S. Department of the Treasury, Agency Financial Report Fiscal Year 2020, at 251 (Dec. 30, 2020), https://home.treasury.gov/

about/budget-financial-reporting-planning-and-performance/agency-financial-report (last visited Nov. 17, 2022).
73 Robert Greenstein, John Wancheck & Chuck Marr, Reducing Overpayments in the Earned Income Tax Credit, CENTER ON BUDGET 

AND POLICY PRIORITIES (Jan. 31, 2019), https://www.cbpp.org/research/federal-tax/reducing-overpayments-in-the-earned-income-
tax-credit (last visited Nov. 17, 2022).

74 IRS, Tie Breaker Rules (for EITC and Other Tax Benefits) (Aug. 16, 2022), https://www.eitc.irs.gov/eitc-central/about-eitc/basic-
qualifications/tie-breaker-rules/tie-breaker-rules (last visited Nov. 17, 2022); IRS, Military and Clergy Rules for the Earned Income 
Tax Credit (Jan. 27, 2022), https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit/special-eitc-rules (last 
visited Sept. 16, 2022).

75 U.S. Department of the Treasury, Agency Financial Report: Fiscal Year 2014, at 198 (Nov. 17, 2014), https://home.treasury.gov/
system/files/266/508-FY-14-AFR.pdf. 

76 U.S. Department of the Treasury, Agency Financial Report Fiscal Year 2020, at 251 (Dec. 30, 2020), https://home.treasury.gov/
about/budget-financial-reporting-planning-and-performance/agency-financial-report. 

77 Id.

https://typeset.io/papers/beyond-the-nuclear-family-trends-in-children-living-in-35di2syt5i
https://typeset.io/papers/beyond-the-nuclear-family-trends-in-children-living-in-35di2syt5i
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/JRC20_Volume3.pdf
https://www.irs.gov/faqs/electronic-filing-e-file/age-name-or-ssn-rejects-errors-correction-procedures
https://www.irs.gov/faqs/electronic-filing-e-file/age-name-or-ssn-rejects-errors-correction-procedures
https://www.irs.gov/pub/irs-pdf/p4491.pdf
https://bipartisanpolicy.org/report/tax-administration-compliance-complexity-and-capacity/
https://www.urban.org/research/publication/delaying-tax-refunds-earned-income-tax-credit-and-additional-child-tax-credit-claimants
https://www.urban.org/research/publication/delaying-tax-refunds-earned-income-tax-credit-and-additional-child-tax-credit-claimants
https://www.propublica.org/getinvolved/irs-audit-earned-income-tax-credit-refund-help
https://www.taxpayeradvocate.irs.gov/news/nta-blog-the-nta-reimagines-the-irs-with-a-dramatically-improved-taxpayer-experience-part-two/
https://www.taxpayeradvocate.irs.gov/news/nta-blog-the-nta-reimagines-the-irs-with-a-dramatically-improved-taxpayer-experience-part-two/
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3936094
https://www.povertycenter.columbia.edu/news-internal/leftoutofctc
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC15_Volume1_MSP_22_EITC-Compliance.pdf
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.urban.org/research/publication/increasing-family-complexity-and-volatility-difficulty-determining-child-tax-benefits
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2022/01/ARC21_PurpleBook_08_MiscRecs_56.pdf
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2022/01/ARC21_PurpleBook_08_MiscRecs_56.pdf
https://www.irs.gov/pub/irs-soi/EITCComplianceStudyTY2006-2008.pdf
https://home.treasury.gov/system/files/131/WP-120.pdf
https://home.treasury.gov/about/budget-financial-reporting-planning-and-performance/agency-financial-report
https://home.treasury.gov/about/budget-financial-reporting-planning-and-performance/agency-financial-report
https://www.cbpp.org/research/federal-tax/reducing-overpayments-in-the-earned-income-tax-credit
https://www.cbpp.org/research/federal-tax/reducing-overpayments-in-the-earned-income-tax-credit
https://www.eitc.irs.gov/eitc-central/tie-breaker-rules
https://www.eitc.irs.gov/eitc-central/tie-breaker-rules
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit/military-and-clergy-rules-for-the-earned-income-tax-credit
https://home.treasury.gov/system/files/266/508-FY-14-AFR.pdf
https://home.treasury.gov/system/files/266/508-FY-14-AFR.pdf
https://home.treasury.gov/about/budget-financial-reporting-planning-and-performance/agency-financial-report
https://home.treasury.gov/about/budget-financial-reporting-planning-and-performance/agency-financial-report


58 Taxpayer Advocate Service

Most Serious Problem #2: Complexity of the Tax Code

78 See National Taxpayer Advocate 2023 Purple Book, Compilation of Legislative Recommendations to Strengthen Taxpayer Rights 
and Improve Tax Administration 117-120 (Legislative Recommendation: Restructure the Earned Income Tax Credit (EITC) to Make It 
Simpler for Taxpayers and Reduce Improper Payments).

79 Mary Katherine Browne, Chandra Wallace, IRS Issues Immediate Guidance as EV Credit Changes Are Enacted, TAX NOTES TODAY 
(Aug. 17, 2022), https://www.taxnotes.com/tax-notes-today-federal/credits/irs-issues-immediate-guidance-ev-credit-changes-
are-enacted/2022/08/17/7dyj1.

80 See Most Serious Problem: Telephone and In-Person Service: Taxpayers Continue to Experience Difficulties and Frustration 
Obtaining Telephone and Face-to-Face Assistance to Resolve Their Tax Issues and Questions, infra.

81 AICPA Letter to the Assistant Treasury Secretary (Tax Policy) and the IRS Commissioner, Request for Guidance in Key Areas 
related to Employees Working Remotely (Aug. 25, 2022), https://us.aicpa.org/advocacy/tax/2022taxadvocacycommentletters.html 
(last visited Nov. 17, 2022).

82 Pew Research Center, The State of Gig Work in 2021 (Dec. 8, 2021), https://www.pewresearch.org/internet/2021/12/08/the-state-
of-gig-work-in-2021/ (last visited Nov. 17, 2022).

83 National Taxpayer Advocate 2017 Annual Report to Congress 165-171 (Most Serious Problem: Sharing Economy: Participants 
in the Sharing Economy Lack Adequate Guidance From the IRS), https://www.taxpayeradvocate.irs.gov/wp-content/
uploads/2020/08/ARC17_Volume1_MSP_14_SharingEconomy.pdf; Nina E. Olson, Participants in the Sharing Economy Lack 
Adequate Guidance From the IRS, NATIONAL TAXPAYER ADVOCATE BLOG (June 20, 2018), https://www.taxpayeradvocate.irs.gov/news/
ntablog-participants-in-the-sharing-economy-lack-adequate-guidance-from-the-irs/.

84 National Taxpayer Advocate 2017 Annual Report to Congress 165-171 (Most Serious Problem: Sharing Economy: Participants in the 
Sharing Economy Lack Adequate Guidance From the IRS), https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/
ARC17_Volume1_MSP_14_SharingEconomy.pdf; Written Statement of Caroline Bruckner, Managing Director, Kogod Tax Policy 
Center (May 17, 2016); see also Caroline Bruckner, Shortchanged: The Tax Compliance Challenges of Small Business Operators 
Driving the On-Demand Platform Economy (May 2016), https://ssrn.com/abstract=2784243 or http://dx.doi.org/10.2139/
ssrn.2784243; National Association for the Self-Employed (NASE), NASE Releases New Survey Data On Sharing Economy, 
http://www.nase.org/about-us/Nase_News/2016/04/29/nase-releases-new-survey-data-on-sharing-economy (last visited 
Sept. 20, 2022).  

85 Id.  
86 Id.  
87 Id.
88 NASE, NASE Releases New Survey Data On Sharing Economy, https://www.nase.org/about-us/Nase_News/2016/04/29/nase-

releases-new-survey-data-on-sharing-economy (last visited Sept. 20, 2022). 
89 IRC § 6654(c).
90 IRS, Pay As You Go, So You Won’t Owe: A Guide to Withholding, Estimated Taxes, and Ways to Avoid the Estimated Tax Penalty, 

https://www.irs.gov/payments/pay-as-you-go-so-you-wont-owe-a-guide-to-withholding-estimated-taxes-and-ways-to-avoid-
the-estimated-tax-penalty (last visited Sept. 20, 2022). 

91 Feedback provided during meetings held with various stakeholders (Aug. and Sept. 2022).
92 AICPA Letter to Chairman and Ranking Member of the Senate Committee on Finance and House Ways and Means Committee, 

Modernizing Tax Provisions to Reflect the Economic and Technological Environment in Response to the COVID-19 Pandemic 
(May 7, 2020), https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-
response-to-covid-19-pandemic (last visited Sept. 19, 2022) (advocating for change from June 15 to July 15 and September 15 to 
October 15). 

93 See IRS Notice 2023-10, Revised Timeline Regarding Implementation of Amended Section 6050(W)(e), https://www.irs.gov/pub/
irs-drop/n-2023-10.pdf.

94 See Erin M. Collins, Heard Loud and Clear: IRS Postpones Implementation of $600 Form 1099-K Reporting by a Year, NATIONAL 
TAXPAYER ADVOCATE BLOG (Dec. 27, 2022), https://www.taxpayeradvocate.irs.gov/news/nta-blog-heard-loud-and-clear-irs-
postpones-implementation-of-600-form-1099-k-reporting-by-a-year/.

95 Note the inconsistent treatment in the IRC when it comes to mileage reimbursement rates.  The amount of deduction for 
mileage is not consistent.  The amount of deduction for business expenses is 62.5 cents per mile.  Yet for medical and military 
moving deductions it is 22 cents, and for charitable deductions it is only 14 cents per mile.  IRS, Standard Mileage Rates, 
https://www.irs.gov/tax-professionals/standard-mileage-rates (last visited Sept. 20, 2022); IRS, IRS Increases Mileage Rate 
For Remainder of 2022, (June 9, 2022), https://www.irs.gov/newsroom/irs-increases-mileage-rate-for-remainder-of-2022; 
IRC §§ 162, 170(i), 213, 217.

96 IRC §§ 274(d), 280A; Rev. Rul. 99-7; IRS, Pub. 463, Travel, Gift, and Car Expenses (2021), https://www.irs.gov/publications/p463.
97 Kathleen DeLaney Thomas, The Standard Business Deduction, Harvard J. of Leg, (Aug. 31, 2019), 

https://harvardjol.com/2019/08/31/the-standard-business-deduction/ (last visited Nov. 17, 2022).
98 Id.; IRC § 6050W.
99 See Most Serious Problem: Overseas Taxpayers: Taxpayers Outside of the United States Face Significant Barriers to Meeting Their 

U.S. Tax Obligations, infra.
100 See National Taxpayer Advocate 2023 Purple Book, Compilation of Legislative Recommendations to Strengthen Taxpayer Rights 

and Improve Tax Administration 117-120 (Legislative Recommendation: Restructure the Earned Income Tax Credit (EITC) to Make It 
Simpler for Taxpayers and Reduce Improper Payments).

101 See National Taxpayer Advocate 2023 Purple Book, Compilation of Legislative Recommendations to Strengthen Taxpayer Rights 
and Improve Tax Administration 11-12 (Legislative Recommendation: Adjust Individual Estimated Tax Payment Deadlines to Occur 
Quarterly).

https://www.taxnotes.com/tax-notes-today-federal/credits/irs-issues-immediate-guidance-ev-credit-changes-are-enacted/2022/08/17/7dyj1
https://www.taxnotes.com/tax-notes-today-federal/credits/irs-issues-immediate-guidance-ev-credit-changes-are-enacted/2022/08/17/7dyj1
https://us.aicpa.org/advocacy/tax/2022taxadvocacycommentletters.html
https://www.pewresearch.org/internet/2021/12/08/the-state-of-gig-work-in-2021/
https://www.pewresearch.org/internet/2021/12/08/the-state-of-gig-work-in-2021/
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC17_Volume1_MSP_14_SharingEconomy.pdf
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC17_Volume1_MSP_14_SharingEconomy.pdf
https://www.taxpayeradvocate.irs.gov/news/ntablog-participants-in-the-sharing-economy-lack-adequate-guidance-from-the-irs/
https://www.taxpayeradvocate.irs.gov/news/ntablog-participants-in-the-sharing-economy-lack-adequate-guidance-from-the-irs/
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC17_Volume1_MSP_14_SharingEconomy.pdf
https://www.taxpayeradvocate.irs.gov/wp-content/uploads/2020/08/ARC17_Volume1_MSP_14_SharingEconomy.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2784243
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2784243
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2784243
https://www.nase.org/about-us/Nase_News/2016/04/29/nase-releases-new-survey-data-on-sharing-economy
https://www.nase.org/about-us/Nase_News/2016/04/29/nase-releases-new-survey-data-on-sharing-economy
https://www.nase.org/about-us/Nase_News/2016/04/29/nase-releases-new-survey-data-on-sharing-economy
https://www.irs.gov/payments/pay-as-you-go-so-you-wont-owe-a-guide-to-withholding-estimated-taxes-and-ways-to-avoid-the-estimated-tax-penalty
https://www.irs.gov/payments/pay-as-you-go-so-you-wont-owe-a-guide-to-withholding-estimated-taxes-and-ways-to-avoid-the-estimated-tax-penalty
https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-response-to-covid-19-pandemic
https://www.aicpa.org/news/article/aicpa-submits-recommendations-on-modernizing-tax-provisions-in-response-to-covid-19-pandemic
https://www.irs.gov/pub/irs-drop/n-2023-10.pdf
https://www.irs.gov/pub/irs-drop/n-2023-10.pdf
https://www.taxpayeradvocate.irs.gov/news/nta-blog-heard-loud-and-clear-irs-postpones-implementation
https://www.taxpayeradvocate.irs.gov/news/nta-blog-heard-loud-and-clear-irs-postpones-implementation
https://www.irs.gov/tax-professionals/standard-mileage-rates
https://www.irs.gov/newsroom/irs-increases-mileage-rate-for-remainder-of-2022
https://www.irs.gov/publications/p463
https://harvardjol.com/2019/08/31/the-standard-business-deduction/

