
Page 79 of 85 of Instructions 1040 10:18 - 13-FEB-2006

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

cludes type of taxpayer, preparation method, Form 1040: Schedule C, C-EZ, E, or F or FormEstimates of Taxpayer Burden
filing method, and taxpayer activities. The new 2106 or 2106-EZ. You are a “nonbusiness” filer

The new estimates of taxpayer burden shownestimates shown below are grouped by principal if you did not file any of those schedules or
below were developed by the IRS to better mea-combinations of forms submitted and are not forms with your Form 1040.
sure and understand the burden taxpayers expe-available separately for each form.
rience when preparing their taxes. These If you have comments concerning the timeThese changes create a one-time shift in esti-estimates of average preparation times and and expense estimates below, you can contact usmates of burden levels. Comparisons should notout-of-pocket expenses are based on a new sur- at either one of the addresses shown under Webe made between these and earlier publishedvey of taxpayers and a more accurate method of Welcome Comments on Forms on page 78.estimates.estimating taxpayer burden. They focus on tax-

These estimates were the latest availablepayer characteristics and activities, rather than To determine the average burden of taxpay-
when the forms went to print. The most currentforms, and replace the burden estimates shown ers like you, select the row in the table below
information can be found on the IRS website atin prior year tax form instructions. The informa- that applies to you. You are a “business” filer if

tion collected to figure the new estimates in- you file one or more of the following with yourwww.irs.gov.

Estimated Average Preparation Times and Out-of-Pocket Expenses by Return Preparation Method
The average time and expenses required to complete and file Form 1040, its schedules, and accompanying forms will vary depending on
individual circumstances. The estimated averages are:                                                       (see:       www.STEVECLOTT.com)

Self-Prepared Without Self-Prepared With Tax Prepared by Paid
Tax Software Software Professional

Hours Costs Hours Costs Hours CostsTaxpayer and Form Combinations for Form 1040 Filers

Nonbusiness Filers * 16.1 $17 21.8 $42 10.9 $172

Form 1040 and other forms and schedules, but not Schedule13.7 $13 15.9 $26 7.6 $121A or D

Form 1040, Schedule A, and other forms and schedules, but16.7 $18 22.7 $51 12.1 $174not Schedule D

Form 1040, Schedule D, and other forms and schedules, but17.5 $30 18.3 $36 12.8 $215not Schedule A

Form 1040, Schedules A and D, and other forms and 27.5 $18 37.8 $63 18.0 $313schedules

Business Filers * 45.1 $43 67.1 $93 47.9 $542

Form 1040, Schedule C or C-EZ, and other forms and 48.0 $19 80.2 $88 55.4 $329schedules, but not Schedule E or F or Form 2106 or 2106-EZ

Form 1040, Schedule E, and other forms and schedules, but34.1 $72 49.0 $65 36.6 $685not Schedule C, C-EZ, or F or Form 2106 or 2106-EZ

Form 1040 and Schedule F and other forms and schedules,44.8 $15 62.8 $102 49.7 $296but not Schedule C, C-EZ, or E or Form 2106 or 2106-EZ

Form 1040, Form 2106 or 2106-EZ, and other forms and 35.9 $17 45.7 $67 27.7 $349schedules, but not Schedule C, C-EZ, E, or F

Form 1040 and forms and schedules including more than one66.0 $128 80.5 $177 62.4 $866Schedule C, C-EZ, E, or F or Form 2106 or 2106-EZ

* You are a “business” filer if you file one or more of the following with your Form 1040: Schedule C, C-EZ, E, or F or Form 2106 or 2106-EZ. You are a
“nonbusiness” filer if you did not file any of those schedules or forms with your Form 1040.

Estimated Average Preparation Time by Taxpayer Activities
The average time needed to complete and file Form 1040, its schedules, and accompanying forms by taxpayer activities is shown below.

Average Time (Hours)

Record- Form All Other
Total keeping Tax Planning Completion ActivitiesTaxpayer and Form Combinations for Form 1040 Filers

Nonbusiness Filers 12.9 5.7 2.5 2.9 1.9

Business Filers 51.4 36.5 5.1 4.4 5.5
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Additional Information on New

Taxpayer Burden Tables





 





Description of New Taxpayer Burden 





 





IRS

has developed a new way of estimating taxpayer burden. The new method is based

on taxpayers reporting of the time they spend and costs they incur preparing

and filing their income tax returns. This approach to estimating burden

reflects the changes in the way taxpayers prepare and file their returns. 





 





The

complexity of the return has a significant impact on burden and affects both

time and out-of-pocket expenses. Other factors that affect overall burden

levels include the taxpayer’s familiarity and skills with tax preparation and

tax software, the type of paid preparer or software used, and costs in the

taxpayer’s geographic area. These specific factors are blended in the

nationwide averages presented in the tables that follow. 





  





Taxpayers

choosing to use a paid professional generally trade off higher out-of-pocket

expenses for the benefit of spending less of their time on taxes and assurance

that the return is prepared accurately. Tax preparation fees vary extensively

depending on the taxpayer’s tax situation and issues, the type of professional

preparer and geographic area. Note that the new approach does not substantiate what

a taxpayer should expect to pay for tax preparation services.





 





How Did the IRS Derive the Time and Dollars? 





 





Using

the new approach, IRS developed estimates for a variety of the different tax

return preparation methods. Nearly all individual taxpayers use one of three methods

and estimates for each of these appear in Table 1. The average time a taxpayer

spends preparing taxes is shown in the first column under each method and

taxpayers’ average out-of-pocket costs appear in the second.  





 





The

estimates in Table 1, which follows, are nationwide averages. Particular

taxpayers will experience burden that may be larger or smaller than the

averages shown. The data is based on taxpayers’ report of the time and costs they

experienced. Time spent by paid preparers is not explicitly shown in the tables;

the fees charged by paid preparers are included in out-of-pocket expenses. Variations

in estimated average burden for some common combinations of returns are shown

in Table 1.





 





Note. Because of the numerous variables, these nationwide averages

should not be used by taxpayers or tax professionals as a guide for

anticipating the cost or time involved with preparing an individual’s tax

return.  





  





What Do These Figures Mean? 





 





The

first row in Table 1 shows nonbusiness filers of  the 1040 and other forms and schedules but

not Schedule A (mortgage interest, taxes, and other itemized deductions) or Schedule

D (capital gains and losses). Looking across the row, it can be seen that those

who prepared their own return and did not use software spent about 16 hours and

$17. This group of taxpayers generally filed the simplest returns. Those who

prepared their own return using software spent nearly 22 hours and $42. These

taxpayers’ returns generally were more complex than those in the first group

were and they spent more time and money on their taxes than those in the first

group. The time estimates for these taxpayers included time exploring various

tax scenarios. A substantial number of these taxpayers also take the time to

print out their return and mail it, rather than e-file. As a group, taxpayers using a tax professional filed the

most complex returns. Although virtually all preparers use software, many still

send returns in the mail, despite the benefits of e-file (faster refunds, assurance of accuracy when filing, and less

chance of getting an error notice from IRS). 





 





Why Does It Take Longer To Prepare a Tax Return With Software?





 





The

new estimates indicate that taxpayers using software spend more time preparing

their return than those without software. The reasons for this unexpected

result are: (1) more complex returns tend to be prepared using tax software;

(2) time is spent initially learning about the software, uploading the software,

and adding other information into the file, particularly the first year the

taxpayer uses software; (3) software users may explore alternative tax

scenarios to reduce their liability and engage in tax planning while preparing

their return; and (4) not all returns prepared with software are e-filed -- many

are printed and mailed to the IRS.  





 





Table 1 — Estimated Preparation Times

and Out-of-Pocket Expenses





By Return Preparation Method





 





The

average time and expenses required to complete and file Form 1040, its

schedules, and accompanying forms will vary depending on individual

circumstances. The estimated averages are:





 







 

  		

  Taxpayer and

  Form Combinations for Form 1040 Filers 



  

  		

  Self-Prepared

  Without Tax Software 



  

  		

  Self-Prepared

  With Tax Software 



  

  		

  Prepared by

  Paid Professional 



  

 



 

  		

  Hours 



  

  		

  Costs 



  

  		

  Hours 



  

  		

  Costs 



  

  		

  Hours 



  

  		

  Costs 



  

 



 

  		

  Nonbusiness Filers * 



  

  		

  16.1 



  

  		

  $17 



  

  		

  21.8 



  

  		

  $42 



  

  		

  10.9 



  

  		

  $172 



  

 



 

  		

  Form 1040 and other forms and schedules, but not Schedule A or

  D 



  

  		

  13.7 



  

  		

  $13 



  

  		

  15.9 



  

  		

  $26 



  

  		

  7.6 



  

  		

  $121 



  

 



 

  		

  Form 1040, Schedule A, and other forms and schedules, but not

  Schedule D 



  

  		

  16.7 



  

  		

  $18 



  

  		

  22.7 



  

  		

  $51 



  

  		

  12.1 



  

  		

  $174 



  

 



 

  		

  Form 1040, Schedule D, and other forms and schedules, but not

  Schedule A 



  

  		

  17.5 



  

  		

  $30 



  

  		

  18.3 



  

  		

  $36 



  

  		

  12.8 



  

  		

  $215 



  

 



 

  		

  Form 1040, Schedules A and D, and other forms and schedules 



  

  		

  27.5 



  

  		

  $18 



  

  		

  37.8 



  

  		

  $63 



  

  		

  18.0 



  

  		

  $313 



  

 



 

  		

  Business Filers * 



  

  		

  45.1 



  

  		

  $43 



  

  		

  67.1 



  

  		

  $93 



  

  		

  47.9 



  

  		

  $542 



  

 



 

  		

  Form 1040, Schedule C or C-EZ, and other forms and schedules,

  but not Schedule E or F or Form 2106 or 2106-EZ 



  

  		

  48.0 



  

  		

  $19 



  

  		

  80.2 



  

  		

  $88 



  

  		

  55.4 



  

  		

  $329 



  

 



 

  		

  Form 1040, Schedule E, and other forms and schedules, but not

  Schedule C, C-EZ, or F or Form 2106 or 2106-EZ 



  

  		

  34.1 



  

  		

  $72 



  

  		

  49.0 



  

  		

  $65 



  

  		

  36.6 



  

  		

  $685 



  

 



 

  		

  Form 1040 and Schedule F and other forms and schedules, but

  not Schedule C, C-EZ, or E or Form 2106 or 2106-EZ 



  

  		

  44.8 



  

  		

  $15 



  

  		

  62.8 



  

  		

  $102 



  

  		

  49.7 



  

  		

  $296 



  

 



 

  		

  Form 1040, Form 2106 or 2106-EZ, and other forms and

  schedules, but not Schedule C, C-EZ, E, or F 



  

  		

  35.9 



  

  		

  $17 



  

  		

  45.7 



  

  		

  $67 



  

  		

  27.7 



  

  		

  $349 



  

 



 

  		

  Form 1040 and forms and schedules including more than one

  Schedule C, C-EZ, E, or F or Form 2106 or 2106-EZ 



  

  		

  66.0 



  

  		

  $128 



  

  		

  80.5 



  

  		

  $177 



  

  		

  62.4 



  

  		

  $866 



  

 









 





* You are a “business” filer if you file one or more of

the following with your Form 1040: Schedule C, C-EZ, E, or F or Form 2106 or

2106-EZ. You are a “nonbusiness” filer if you did not file any of those

schedules or forms with your Form 1040. 
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