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Although the ultimate way to ease the taxpayers' task
in filling out their returns is to simslity the tax laws, much
can be done to make the tax focms and instructions acre readable
and easier to understand. The 1040 fcrm and related instructions
ale written at a reading level beyond that of any taxpayers,
and the cluttered design of the forms and instructices [.resents
a stumbliaq block for taxpayers. Findings/Conclusions: t GAO's
requests, reading, writing, and design experts illustrated how
the Form 1040 tax package can be made more understandable. The
experts reduced selected sections of the 1040 instructions to
the eighth or ninth grade reading levels deemed most practical
by solving two problems--the use of long and urcotmcn wrds and
the use of long and complicated sentences. Design experts
identifi.d and solved the following roblems: lines of
intormation too close together, insufficient maryirs and
spacing, not ddressing Form 1040 cn a line-by-line basis,
ch;on3logy of instructions, and dferences in specific and
generai information. It would require an estimated cne-tiue
investment of about $900,000 and recurring anual costs of aout
$3.3 million to bring about the type cf improvements the experts
thought necessary. Spread over 85 illicn Fackages, the increase
for the first year would come to nly abcut 5 cents for each tax
packdqe. Recommendations: The Commissioner of Internal Revenue
should: establish a special task focrce tc undertake a
comprehensive effttort to improve tax torms and instructicrs;
within a short time, develop a comprehensive lan and detail the
specific improvement goals expected to te achieved, specify



titeframes for achieving then, and pre.ent estimates of the cost
of the effort; and initiate action to reprcgra funds already
appropriated to support the task force's effort. he Congress
should hld hearinqs to review with Internal Revenue SeLrvice its
platis for improving the tax forms and instructions and tte
proqress beinq made. RRS)
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Further Simplification jay
Of Income Tax Forms And Instructions
Is Needed And Possible

The income tax forms and instructions vi'ed
by millions of Ampricans can be made easier
to read and understand. This report shows
how this could be done.

The basic problem has been that, in develop-
ing the forms and instructions, the Internal
Revenue Service has emphasized technical
accuracy. IRS has seldom adequately drawn
on the writing and design skills of its own
employees or outside experts to ensure that
readability does ot sffer unduly in the
quest for technical precision. In response to
GAO's recommendations, IRS is initiating
action to make the forms and instructions
easier to read and understand.
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COMPTROLLER GENERAL OP THE UNITED STA '3T
WASHINGTON. O.C. 201

B-137762

To the Chainman and Vice Chairman
Joint Committee on Taxation
Congress of the United States

This report, one of a series in response to your Commit-
tee's request, shows how the individual income tax forms and
instructions can be made easier to read and understand whether
or not the tax law s simplified.

The report recommends that the Commissioner of Internal
Revenue develop and carry out a comprehensive plan to simplify
the forms and instructions, making it easier for millions ot
taxpayers to fill out their own tax returns each year. The
Commissioner generally agreed with all the recommendations.

Because of the importance of this effort and the need
for congressional support to accomplish it successfully, the
resc.rt also recommends that the Congress hold hearings to dis-
cuss the IRS plan nd the progress beinq made.

As arranged with your Committee, unless you publicly
announce its contents earlier, we plan no further distribution
of this report until 30 days from the date of the report. At
that time, we will send copies to interested parties and make
copies available to others upon request.

ACTINGComptroller General
of the United States



COMPTROLLER GENERAL'S REPORT FURTHER SIMPLIFICATION
TO THE JOINT COMMITTEE ON OF INCOME TAX FORMS AND
TAXATION INSTRUCTIONS IS NEEDED

AND POSSIBLE

DICE ST

This report shows how the U.S. income tax
forms and instructions can be made easier
for taxpayers to underst3nd and complete.
The ultimate way is to simplify the tax
law. However, regardless of whether the
law is changed, the Government can make
the tax forms and instructions more under-
standable. This needs to be done. Almost
50 percent of all taxpayers had someone else
fill out their tax forms for them during the
1977 and 1978 filing seasons.

GAO set out to demonstrate that by bringing
together individuals having expertise in
writing, graphic design, and tax law,
the tax forms and instructions used by ovet
80 millicn Americans could be made easie to
understand. The purpose of GAO's work was
not necessarily to get the Government to
adopt its examples of how the instructions
can be rewritten and the forms redesigned.
Rather, it was to show the agency respon-
sible for developing the forms and instruc-
tions, the Internal Revenue Service (IRS),
how an improved product could be developed
by bringing together experts from various
fields.

This is not to say that IRS has not made
strides in the past several years to make
the tax forms and instructions easier to
read. It has. Nevertheless, GAO demon-
strated that more can be donc to make the
forms and instructions easier to under-
stand.

GGD-78-74

TVrS'hI. Upon removal, the report
cowr date should be noted hereon.



READABILITY AND DESIGN OF THE
1040 TAX PACKAGE: PROBLEMS AND
SOLUTIONS

At GAO's request, reading, writing, and
design experts illustrated how Form 1040
and the related instructions--the tax
package-- can be made more understandable.
The experts determined that the 1040 in--
structions are written at a median reading
level of the 10th grade. This level is
above the reading skills of perhaps 13
million, or one-fourth, of the taxpayers
who must use them. The experts also identi-
fied the d. organized and cluttered design
of the present form and the instructions
as a further stumbling block for taxpayers.

Readability can be
improved

GAO asked the experts to attempt to reduce
selected sections of the 1040 instructions
to the eighth or ninth grade reading levels,
the lowest deemed prFctical. The experts
succeeded. The average reading level of
their rewrites was the eighth grade.

They did this by identifying and solving
two problems:

-- the use of long and uncommon
words and

-- the use of long and complicated
sentences.

In their rewrites the experts substituted
more familiar words and phrases such as
"only" in place of "exclusively" and
"choose" in place of "elect." They
broke complex sentences into shorter,
clearer ones each expressing a part
of the information in the original
sentences. They also used lists of
short direct sentences each tarting on
a separate line with a visual marker, such
as a dash, dot, or box to check.

ii



For exampl, the experts rewrote the
following.

From

"The personal representative can file
a joint return for the person who died
if the surviving spouse agrees and did
not remarry during the taxable year.
If a personal representative has not
been appointed, the surviving spouse
can still file a joint return, if he
or she did not remarry during the taxable
year."

To

"The personal representative can file
a joint return if:

-- The surviving husband or wife
agrees: and

-- Thp surviving husband or wife
d.id not rr.Lry during the
taxable year.

The surviving husband or wife can file
a jint return if:

-- He or she did not remarry during
the taxable year; and

--A personal representative has not
been appointed.

Tar Sat



From

"No credit is allowed o a nonresident
alien unless the nonresident alien and
his or her spouse who is a citizen or
resident of the United States elect to
be taxed on their worldwide income and
file a joint return."

To

"Nonresident aliens may receive the credit
only if:

-- they are married to a resident or
citizen of the U.S.; and

-- they file a joint return; and

-- they include all worldwide
income on that joint return."

(See pp. 11 to 22 and appendix II or details.)

Design can be improved

The graphic designl experts GAO hired identi-
fied and solved a number of problems which
make the form and instructions difficult:

-- The lines of information on the
1040 are too close together
and look too much alike.

-- The instruction pages have in-
sufficient margins and spacing.

-- The instructions do not address
Form 1040 on a line-by-line
basis.

-- The instructions neither begin
with, nor flow logically from,
the information the taxpayer
needs first.

-- The type used for printing the
form and instructions does not
clearly differentiate between

iv



special and general information. The
designers solved these problems by
changing types, redesigning the form
and the instruction page, and suggesting
how the instructions should be organized.
(See pp. 23 to 34.)

The existing form and two alternatives
are shown on the next three pages. All
forms have been reduced slightly in size
to fit the dimensions of this report.
The actual size would be about 8 x 11
inches. The forms were redesigned to
show graphic changes. While the language
on them generally reflects directions
and other information on the current 1040,
the writing was not reviewed -- en-ure
complete technical accuracy.

T4£ Sbuv



U.S~lE. bfimdvmd he T Pam Sm 1040 SI , T ,I I
for th yr Jo 1-lab t 31. 19. 77 et lr eUrie pa bAeir . 197 ending 19

. Irst nlame and ilitial (it joint return, gva firnt names and iYitas oi both) sneYour social security number

0S Cit. tn or post otfice, State and ZIP code Yours

_ - S -Ises,,4lecfion o you want to go to this fund .... .. Note: Checking "Y,," willlmp---Do yn u want S1 to go to thih nd? this fund?,- not increase your tax or re.
Fud If i nt return, does your spousewnt to to this fund? du I yo refund.

_-m . 1I Single
CheckOnly 2 _ Married fil!ng joint return (even If only one had Income;
One Box Married filing separately. Itf spouse is also fiUing, give spouse's social security number in the space above3S a nd enter full name here l .............................. ...

4 _ Unmarried Head of ousehold. r > ........ ....... ..........Se pigs 7 of Instructions.
Iuali wiow(r) with ennt child (,r spotise died 19 ). See pIge 7 of Instructions.

thWe Lrs c o i- Yourslf L 65 or over Li Blind nuj o e
bo Cck L]Bo.kMI
otwhr box if b yu sne [I '5 or over Blind
thipply. e t nn, your de .dentchildren who lied with y, ................................... numb, 

~~_ ~s T7 oe O nold t (5) Did yu proide morennd ther drencdonts: (eeltlt mhip onths lived havencome of thn one-halt of de.i" _______~ -- Kr et M her
(li Wl n - iJ _ i s r d~ 5o me 4 pntm,d uIt

ntered in boxra 7 Total number of exemptions claimed ........................ . above Io

8 Wages, salaries, tips, t other employee compeniation. (ableh e p t n-tructs.. ... .M .
9 Interest ncnme. (If over 400, attach Schedule B.) . .. ....... 9
1 0 Dividends ( cedu a ..................... 10bess exclusion ................. ........... I'ace i 1 0c

(See pages 9 end 17 of Instr*ctions)
(If you have no oth, income, skip lines 11 through 20 and go to line 21.)

11 State and local incfr.e tax refunds (does not apply If refund Is for year you took standard deduction) . . . 11
12 Alimony received ....................................... . 12-
13 Busin'ss income or (loss) (attach Schedule C) .......... 3............. . ...... . 13
14 Capital gain or (loss) (attach Schedule D) ...................... . 14
15 50% of capital g3in distributions not reported on Schedule D .- 15 _... . . 15|
16 Net gain or (loss) from Supplemental Schedule of Galn, and Losses (attach Form 4797).. 16 _
17 Fully taxable pensions and annuities not reported on Schedule E ............... 7 _17

| 1S Pensions, annuities, rents. royalties, partnerships, estates or trusts, etc. (attach Schedule E) 18 
19 Farm income or (loss) (attach Schedule F) . ...... ... . . . . . . . . .. 19 _ |-

l 20 Other (state nature nd source-see page 9 of Instructions) .............................. ... .......... 20 21 Total ncome. Add ines 8, 9, and 10c through 20 . .......... ... 2
(If none, skip lines 22 through 27 and enter zero on line 28.) 

22 Moving expense (attach Form 3903) ............. 22
23 Employee businss expenses (attach Form 2106) ....... 1 23 __ 24 Payments to an individual retirement arrangement (from at- 

tached orm 5329, Prt ll) ................. . 24 
25 Payments to a Kogl (H.R. 10) retirement plan ....... _25_ I 26 Forfeited interest penalty for premature withdrawal ..... 26 -

27 Alimony pid (see age 11 of Instructions) ... 27. 7 ! K..I 28 Total aljustments. Add lines 22 through 27 %... . . 1 28
29 Subtract line 28 from line 21 ............................. .
30 Disability Income exclusion (sick pay) (attach Form 2440) . ................ 30 -
31 Adjusted gs In ome. Subtract line 30 from ine 29. Enter here and on line 32. If ou want

tRS to figure your tax for your see page 4 of the Instructions - 31
A-



Formnn 1040 (197n 
P 2

32 Alrount from line 31 ........ -.. .. . . 3233 if you itemize deduction, enter excess itmied deductions from schedule A, ne41 .... 
If you do NOT Itemize deductions, enter zero ............ . ... 1 33Caution: It you have unearned income and can be claimed as a dependent on your parent's " ,

return, check here . [] and see page 11 of the instructions. Also see page 11 of
the Instructions if:
* You are married fling a separate rtum and your spouse temizes deductions, OR , /* You file Form 4563, OR
* You are a dual-tatus alien.

34 Tax Table Income. Subtract line 33 from line 32 .34
Note: Sce Instructions for line 35 on page 11. Then find your tax on the amount on line 34in the Tax Tables. Eer the tax on line 35. However, If line 34 is more than 20,000($40,000 if you checktid ox 2 r 5) or you have more exemptions than those covered in the
Tax Tables for your filing status, use Part I of Schedule TC (Form 1040) to figure your tax. You /must also use Schedule TC if you file Schedule i (Form 1040), Income Averaginl.

35 Tax. Check f from [] Tax Tabies or Schedule TC .... .... .............. 35 
36 Additional taxes. (See page 12 of Instructions.) Check If from 0 Form 4970, ] Form 4972.

L Form 5544, 0 Form 5405, or ] Section 72(m)(5) penalty tax . ........... 3
37 7otal. Ada lines 35 and 36 . , 37
38 Credit for contributions to candidates for public office ......
39 Credit for the elderly (attach Schedutes R&RP) .. . I..... 39
4u Credit for child and dependent care expense (attach Form 244,) -40 -
41 I.lvestment credit (attach Form 3468) .......... .... 41
42 Foreign tax credit (ttach Form 1116) ... . .... 42
43 Work Incentive (WIN) Cnredit (attach Form 4874) ......... 43 
44 New obscredit (attach FormS84) ........... . 44 
45 Sea pge 12 of nstructions ..... ............... .451
46 Total credits. Add lines 38 throuh 45 .4...... .......... ...... .. . .. 4
47 Balance. Subtract line 46 from line 37 and enter difference (but not less than zero) . . . . 4
48 Self-employment tax (attach Schedule SE)...... . .......... 48 
49 Minimum tax. Check here [ Nd attach Form 4625 . .. .. ......... 49 -
50 Tax from recomputing prior-year Investment credit (attach Form 4255) ........ . 50
51 Social security tax on tip income nnt reported to empoyer (attach Form 4137) .|...... .
52 Uncollected employee social security tax on tips (from Form W-2) ... 5... .. 52 
53 Tax on an ndividual retirement arrangement (attach Form 5329) 53 . ......
54 Total tax. Add lines 47 through 53 54 
55 Total Federal income tax withheld (attach Forms W-2, W-2G, and 

W-2P to front) ... ............ .... _.. 55 _
56 1977 estimated tax payments (include amount allowed as credit

from 1976 return) ........ ..... . . . |.
57 Earned income credi:. If line 31 is under $8,000, see page 2 of

Instructions. If eligible, enter child's name ...... ............... ....... 7
58 Amount paid with Form 4868 ................... 58
59 Excess FICA and RRTA tax withheld (two or more employers) . . 1. 9/
60 Credit for Federal tax on special fuels, etc. (attach Form 4136) .. 60
61 Credit from a Regulated Investment CmpaMy (ttach Ftom 2439) ...... 61- 7_61a See page 13 of Instructios . ............ ... ,////
62 Total. Add lines 55 through 61a ........................... .a . -62
63 If line 62 is larger than lire 54, enter amount OVERPAID ... .. .......... 63
64 Amount of line 63 to be REFUNDED TO YOU. . . ........ . ...... 64
65 Amount of line 63 to be credited on 1978 estimated tax .... ,, 1 65 ,// ///
66 If line 54 is larger than line C2, enter BALANCE DUE Attach check or money order for full amount 

payable to "Internal Rvnue Servkce." Write social security number on heck or money order . 6 
(Check [] if Form 2210 (2210F) is attached. See page 14 of Instructions.)

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the bestof my knowledge and belief, t is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information ofwhich preparer has any knowledge.

I Your snatu r Dat. |1P Paid preparer's signature and identifying number (see instructions)p Your signature *te 

sign even I sinlature (if filln Pid e ddr(o ei raaidtiingtly BOTH nuu
ein even if only one hK income) Pid' reper' ddrm (or empler's n lme, idr, nid Id ntifying number)

*U IDE. I ITIIG .lcE:10/-11 L. 1.tl1ef 



1i040 U.S. INDIVIDUAL INCOME TAX RETURN 1' I
Department Othe Treary--Intel Reveme Serve For the yearJm I -Dec 31, 1977, or other table yer be pnfng 77. ei

First name and initial (:f joint return, give first names and initials of both) Last name Your social security number

i ~ ~ Present home address (Numberandstreet, including partt number, or nrarorute) Spouse's social ecurity no.

' '. .!./ ' tF .City, town or post office, State and ZIP code Your Occupation Spouse's Occupation
t !h ., -., Do you want $1 to go to the Presidential Election Campaign fund? Yes No

If joint return, does your spouse want $1 to go to this fund? _Yes No
Note: Checking "Yes" will not increase your tax or reduce your refund.

1Single -- 1
2 Married filing joint return (even if onl) onehadincoe ___2
3 Married filing separately Ifsouse is alsofilng, give s~pou's soial security number in the space above _ 3

and r full ne ere
4 Unmarried Head of Household Enterqualifing name = Seepage 7of/nstrctions 4
5 Qualifying widow(er) with dependent child (Year spouse died 19 .. ). Seepage 7oflnstructions 5

6a Yourself 65 or over ._ Blind Enter number of checks 6a
6b Sa3ouse ....... 65 or over . Blind Enter number of checks 6b
6c First names of your dependent children who lived with you
6d Other dependents: Enter number of children listed 6c

Name Relationship Number of months Did dependent have income Did you provide more than one-half
lived in your home. ot $750 or more? of dependent's support?

Enter number of other dependents 6d
7 Total number of exemptions claimed Add numbers entered above 7

8 Wages, salaries, tips, and other employee compensation ._ 8
9 Interest income (Ifover $400, attackSchedukeB) . 9
10 Dividends (See pages 9 andl7ofnstructions) (Ifover $400, attach Schedule B)
(Ifyou ha eno ot.erincome, skip lines ll throuh 20 andgo to line21.. ) less exclusion . Balance . 10
11 Stateand local income tax refunds (does not apply ifrefund isforyearyou took standarddeduction) 11

: 12 Alimony received .- 12
13 Business income or (loss) (attack Schedule C) 13
14 Capital gain or (loss) (attach Schedule D) . 14
15 50% of capital gain distributions not reported on Schedule D . 15
16 Net gain or (loss) from Supplemental Schedule of Gains and Losses (attacn eorm 4797) - 16
17 Fully taxable pensions and annuities not reported on Schedule E . 17
18 Pesions, annuities, rents, royalties, partnerships. e es or trusts, etc. (attach Schedule E) .... 18
19 Farm income or (loss) (attach Schedule F) 19
20 Other (state nature and source-seepage 9 of Instructions) _ 20
21 Totalincome Addlines8. 9, and 10 through20 . . 21

____ $ - ,. . I , . ~ - 4~, -2

22 Moving expense (attachForm 3903) . 22
23 Employee business expenses (attach Form 2106) 23
24 Payments to an individual retirement arrangement (from attached Formnn 5329) 24
25 Payments toa Keogh (H.R. 10)retirement plan * 25

!,t, ; .: 26 Forfeited interest penalty for premature withdrawal 26
X~, ~.,;, 27 Anmnony paid (seepage II ofinstructions) 27

iz l i -. t28 Total adjustments Add lines 22 thrugh 27 . 28
29 Subtract line 28 from hne 21 . .29
30 Disability income exclusior (sick pay) (attach Form 2440) . 30
31 Adjusted gross income Subtract line 30from line 29. Enter here and on tline 32. . 31

If you wmet IRS to figure your tax for you. see page 4 of the Instuctions



32 Amount from line 31 . 32

33 If you itemize deductions. enier excess itemized deductions from Schedule A. line 41 _

If you do NOT itemize deductions, enter zero_ . 33

C'_tioni.' it tlv hac unearned ncome and aan .be lained as a dtpcndent on ymourpr npar return. check hrne and see page
11 !' the islntwntus. Also s page 11 ot tiil Instrnctions ir · lou art nmed tiling a sratc r turn and yntr spotusc
tit z0cs did.uttis. ()OR * Oi¢ ile F.npm 45t6'. OhR * 1 fir' a dual-satts alien.

34 Tax Table Income. Subtract line 33 form 32 . 34

35 Tax Check if from TaxTablescr ScheduleTC Seelnstructionsforline35onpagell .1. 35
36 Additional taxes. (Seepage 12 ofInstructions. ) Check if from Form 4970. Form 4972,

Form 5544. Form 5405. or Section 72(mXt,) penalty tax 36

37 Total. Add lines 35 an, 1 36 37

38 Credit for contributions to candidates for public office . 38

39 Credit for the elderly (attach Schedules R&RP) . 39

40 Credit for child and dependent care expenses (attach Form 2441) 40

41 Investment credit (attach Form 3468) . 41

42 Foreign tax credit (attach Form 1116) . 42

43 Work Incentive (WIN) Credit (attach Form 4874) 43
44 New jobs credit (attach Form 5884) 44

45 See page 12 of Instructions . 45

46 Total credits. Add lines 38 through 45 46

47 B;.ance. Subtract line 46from line 37 and enter difference (but no less than zero) 47

· X I I 0 0 - - X _ 

48 Self-employment tax (attach Schedule SE. 48

49 Minimum tax. Check h.are attach Form 4625 49

50 Tax fron recomputing prior-year investment credit (attach Form 4255) 50

51 Social security: on tip income not reported to emplo er (attach Form 4137) . 51

52 Uncollected employee social security tax on tips (from Form W- 2) . 52
53 Tax on an individual retirement arrangement (attach orni 5329)_ . 53

54 Total tax. Add lines47through53 .. 54

i ' D . . ...

55 Total Federal income tax withheld (attach Forms W- 2. W-2G, and W-2P tofront) 55

56 1977 estimated tax payments (include amount allowed as creditfrom 1976 return)_ 56

57 Earned ,ncome credt. If line 31 is under$8,000, seepage 2 of nstructons.

If eligible, enter child's name . 57
58 Amount paid with Form 4868 58
59 Excess FICA and RRTA tax w;thheld (two or more employers) 59

60 Credit for Federal tax on special fuels. etc. (attach Form 4136) . 60

61 Credit from a Regulated Investment Company (attach Form 2439) . 61

61a See page 13 of Instructions . 61a

62 Total. Add lines 55 through 6a . 62

63 If line 62 is larger than line 54. enter amount OVERPAID 63

64 Amount of line 63 to be REFUNDED TO YOU · 64

65 Amount of line 63 to be credited on 978 estimated tax 65
66 If line 54 is larger than line 62. enter BALANCE DUE. Attach check or money orderforfull amountpayable

to "Internal Revenue Service. " Write social security number on check or money order. 66

(Check if Form 2210 (2210F) Is attached Seepage 14 of Instructions.)

Under penalties of peiiry I declare that I have examuned this return, including accompanying schedules and statements, and to the best of
my knowledge and belief, it is tr e, correct. and complete. Declaration of preparer (other thian taxpayer) is based on all information of
which preparer has any knowledge.

Vour signature Date Spouse's signature (iffilingjointly, BOTH must sign even if only one had income)

Paid preparer's signature and identifying number (see instructions.'

Paid preparer's address (or en;plover's name, address, and identifying number)



14o uLs Indalvmiu lomem Tax /v Ra'ul8 OWn- ra SauJce

Pwse ~l RPl~ o -r first1 rl d m i l lOtN retun, Slouev' first nme ad li i tUK Wm w
Infonaen 1

Yeg - -Mddn (mb m d st. hida l q anrg nI W er r mIm e)
Use the 1040 stroc- 2

boldet to t c t or , sie am D de
this for. Read the
Prkacy Act Notice.
Place IRS name label v c s y M ieer Spoee socl aY y tufbe Yow oecOpMlot spuo's oc pa.i
over Ihes 1 and 2. 3

Ths form coras th yer Jan. 1 - Dec. 31. 1978, orNor taxate r
4 t9m7P .1ts

Prell ENo c _MaeAb Fid (hecking w w ll not i crem e yWa m ota ri ce ratd.i)

65 Db ewu m wnt tooothlofuaN OYes No N Otrann,doeYrsp oMwent Sl oo tOoft WI 0 S ONo

FRng Status a O Sie
Please ecs only aone 7 0 Married filng wretm (een ionly one had iome)
Iten. Answer questions 0 Married fltin separte I spouse is aso ft give spouses ocial security
fuly nmwer h e sPaCe aboe md eamer ful name hiere 

9 0 Umaied eod otousehoi. Nme of pers who uales you as head of household 
10 6 aifying widowr) with dependent chd. Enter year spoine die hre I

Exmtlm 11 0 Yous 065 or e O Bld umbe of ite is checked 
Claimed 12 o 0 Sse 6 oroer OeBid Numberoftemschecked
OCeck a your 13 First names of aur dependent chldren wholived with you
exemptfls. Number of children listed 

Naes othefr dten Retns Nwr o monf Did eOant ane oome 0I pu roid m ore than
ed n hmeur of 750 or m e? onha o deendent s suppo

14 (1)
_i__ _ ___ I ] Nuner of other(2) dependents I

15 Total number of exemptions clamed Add es 11 through 14 _
IIcome 16 osges. salaries, tips, ad other empoyee co ensatlon S

Answer uestns 17 IntM st mme. ( oer $400, attach Schedue 8) $
16 throup 18c and 11 ODvidends ( over 400, attach Schede 8) $
skip to lne 29 ff u 8 Exclusion $
hmenher jtnx me t li Exclusbn $have no other income.
Please attach copy 8 le Balance. Subtract ine 18b lort line 18a S
of your W-2 form. 19 State and loca l incoe tax reunds (does not apply

reund is for year you took stadard deduction) $
20 Alimony received S
21 Busness income or (ks) (attach Schedule C) $
22 Capital gain or (loss) (attach Schedule ) S
23 50% of capital ain distributions not reported on Schedule O $
24 Net gain or (kss) from Supplemental Schedule of Gains an Losses (attach Form 4797) $
25 Fully taxable pensions and annuities not reported on Schedule E $
26 Persins, annuies, rents, royalities, partnerships,

estates or trusts, etc. (attach Schedule E) $
27 Farm hincomne or (loss) (attach Schedule F) $
28 Nature and source of other income Amount o other come $
29 Total income. Add lines 16, 17, and 18c throuOh 29 S

Adjusting 30 M inexpense (attac Form 3903) 
Incoime 31 Enloye business expef,-s (attach Form 2106) 
I you have no alust- 32 Payments to an individual rati t arangemen (from attached Form 5329, Part 3) $
mets write zero on 33 Payrents to a Keoh (HH. . 10) retirement plan 
line 36 and skip to
line 37. 4 Forfeited interest penalty for premate withrawal $

36 Aimony pad S
a Tota un sme . Add ines 30 throgh 35 -$

Adjusted 37 Subtract line 36 from line 29 $
Gross incon e Dal hcoe exclusion (sick pay) ach Form 2440) -$

e3 A4lustad gos s hcome. Subtract He 38 from line 37. Enter here anagain on line 40.
che ur math h tie 0 Check here you wan S to ue pyour tx for you ceclo n. math thssectsn.



Computing 40 Aduested Oros income amount hem line 39 
Tax 41 If you temize deductns, er excees itemzed dedctin fro Schedule A, line 41.

If you do At itemize deductions, nter zero -6

correct tax table or 42 Tax Table income. Subtract line 41 from line 40 
schedule when furn 43 Check n rorn 0 Tax Table or 0 Schedule TC

your tax. 44 0 heck here f YOu have unawmrnd nWe aid cn e clamed a dpident on your prmits m .
45 T $
4C Addional tam. Cqck f from 0 Form 4970 0 Form 4972

0 Fonm 5644 Form 5404 0 Sectlon 72(m) (5) Mnaity tax 
47 Total.AddlIes45 nd 46 

Credlts 4 Credit for contflutl to clNrtes for pulc office , : 

ff you have no creditsIf you have no credits 40 Credit for the elderly (ich 9chedules R & RP) I I : :: ::

write zero on line 56 60 Credit for chld and depennt car expenses (attc Form 2441) :

and sklp to line 57. B61 Investment credlt (ttach Form 348) 
52 Forentaxcrt(attachF orm 111) 5 _ .

3 rk Incentve (WIN) Cr (atutach Form 4874)
54 Newos credit (attach Fom 584) 

Energy credit 
I6 Totalcredits. Add lines48 tfogh56 - .

57 Balance. Subtract line 56 from line 47 and enter difference (l nt no ie tn zero) $

Othlr Taxl IS Sel-employment tax attach Schedule SE) 

If you havenoother 69 MinmumTax. Checkhre O andatt ch Form 4625 
taxes write zero on 60 Tax from recomputipror-year investment credit (attach Form 425) 
line 6 and skip toline 65.4 an skip to 1 Social security tax on tip hcome not reponed to e rpt (attah Form 4137) t 

R2 Uncollected employee social security tax on tips (Form i 2) S -_ _

63 Tax on an i rfdual retirement ranment (attach Form 53291) 
64 Tra tax. Add Ile 57 uhouh 63 

Payments u Total Federal income tax withheld (attach Forms W2. W-2G, and W-2P) $

nof pUmade 10 U66 1977 estimated tax paymernts (nclude amount allowed as credit from 1976 reurn) 
payments write zero 67 Earned income credit. If ellble, enter child's name 
on line 73 and skip to U Amwontpa wlthFr--4- -

69 Excess FICA arld RRTA tax wheld (two rr more employer) 

70 Credit for Federal tax on special fuels, etc. (attach Form 4136) S
71 Credit from a Regultted investment Company (attach Form 2439) S

72 Energy Credit _
73 Total Payments. Add lines 66 through 72 

Refund or 74 n line 73 is large tan l!:;e 64, enterMlountyou npM 
Amount Owed 75 Amount tfrom line 74 to be credted on your 1979 eetited tax -

Be sure to double 76 Amount from line 74 to be L to you. Subtrct line 75 from line 74 
check your math in this 77 0 Check herem I Form 2210 (2210F) is attached

78 If line 64 is lager tan line 73, enter _ra t ru . Attch chck or
money order for the full amount to the front of tis form. Me it payle to

"internal Revenue Service" and include your social security number. 

Please Sign Under penalties of periury, I &:lare that I have examined thismb Declaration of repae (other o taxpayer) Is baed on all inormabnti
Herc return, ncMdg accompanying hdus aid statements, and to the of whch peparer in ay lIowdeae.

best of my knowed nd belef I true correct nd complete

Your slnature te

Spouse's signawe (if fling ointl Ih
must sign even If only one had inconme) Dte

Paid prepsrer's
sinature

Paid preparer's frrm nlg
name and address umb



WHY FURTHER IMPROVEMENTS IN
THE TAX FORMS AND INSTRUCTIONS
HAVE NOT BEEN MADE

During the last 2 years, IRS has shown an
increased concern about the readability and
understandability of the tax forms and in-
structions. This is an encouraging sign.
Indeed, during 1978 IRS plans to rewrite the
1040 and 1040A instructions to make them
easier to understand. However, IRS plans
are not sufficiently comprehensive to make
the tax packages help the taxpayers as
they should.

Over the years, IRS has been most concerned
with making sure tha. the tax forms and
instructions accurately reflect the tax
laws. In its quest for technical precision,
it has seldom adequately drawn on he writing
and design skills of either its o. employees
or outside experts to improve readability

O;-iously, the tax forms and instructions
must not mislead taxpayers, but under-
standability should receive equal emphasis
with technical accuracy. The current process
IRS uses to determine what goes on the
tax forms and in the instructions diffuses
responsibility for decisionmaki.ng. It is
not fixed at a high enough management
level to ensure a proper balance between
technical accuracy and understandability.

An 11-member Tax Forms Coordinating Com-
mittee, made up of middle management rep-
resentatives from various IRS offices, is
primarily responsible for approving the
tax forms and instructions. The Committee
receives recommendations for changes from
tax law specialists. The specialists have
technical backgrounds that enable them to
analyze tax laws, court decisions and IRS
regulations which the forms and instruc-
tions must reflect. They do not, however,
have the expertise to adequately write and
design material that the general public can

ei Sheevii
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easily understand. Tax law specialists
are usually former IRS auditors.

Top management in IRS rarely becomes in-
volved in decisions regarding the tax
forms and instructions. When it does
it is on a nonsystematic basis. There
is no assurance that parochial views
within IRS do not dominate the decision-
making process regarding what goes on
the tax forms and in the instructions.

The extent to which these actions have re-
sulted in technical accuracy overshadowing
understandability is discussed in chapter 3.

WHAT IT MIGHT COST TO
IMPROVE THE TAX FORMS
AND INSTRUCTIONS

In 1977, IRS spent about $12.5 million to
print and distribute 85 million 1040 and
1040A tax packages--an average of about 15
cents per package. Revising the tax pack-
ages will probably result in increased
printing and mailing costs. If the advice
of the experts GAO used was followed, the
revised packages would probably contain
more color and pages. Added to the in-
creased cost for printing and mailing
will be the cost for rewriting, redesigning,
and ield testing the proposed changes
before using them.

The total amount of increased cost cannot
be precisely determined until IRS develops
a detailed improvement plan. But some
general estimates are possible. These are
discussed in detail on pages 37 through 40
of the report. Overall, GAO estimates
that it would require a one-time invest-
ment of about $900,000 and recurring annual
costs of about $3.3 million to bring about
the type of improvements the experts thought
would be necessary. Spread over 85 million
packages, this increase for the first year
comes to only about 5 cents for each tax
package. It would be less for subsequent
years.
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RECOMMENDATIONS TO IRS

GAO recommends that the Commissioner of
Internal Revenue:

--Establish a special task force to
undertake a full-time comprehen-
sive effort to improve the tax
forms and instructions. The task
force should be under the direct
supervision of the Deputy Commis-
sioner of Internal Revenue and
have authority to use outside writing
and design experts to assist in the
effort.

-- After establishing the task force,
require it, within as short a timeframe
as possible, to develop a comprehensive
plan and, among other things, detail
the specific improvement goals it
expects to achieve, specify the timeframes
for achieving them, and present estimates
of the cost of the effort.

--Initiate action, after developing
the cost estimates, to reprogram funds
already appropriated to support the task
force's effort. (These funds would be
directed to the one-time costs for re-
designing, rewriting, and testing the
tax packages.)

These and related recommendations to the
Commissioner are discussed in detail on
pages 56 and 57 of the report.

RECOMMENDATIONS TO THE CONGRESS

Because of the importance of the simpli-
fication effort and the need for the Congress
to support it by providing funds to imple-
ment the improvements, GAO recommends that
the Congress hold hearings to review with
IRS its plans for improving the tax forms
and instructions and the progress being
made. Such hearings would also enable the
Congress to better ensure that IRS gets
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the funds needed to implement the suggested
improvements.

IRS REACTION

The Commissioner of Internal Revenue agreed
with GAO's conclusions and will take action
to implement the intent of GAO's ecommenda-
tions. (See app. I.)

The positive response by IRS is encouraging.
However, GAO still has some particular
concerns regarding the organizational struc-
ture IRS will establish to crry out the
simplification effort. These are discussed
on page 58 of the report.
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CHAPTER 1

INTRODUCTION

Each year millions of Americans face the bewilderingand frustrating task of filling out their income tax re-turns. The ultimate way to help taxpayers prepare theirreturns is to simplify the tax laws. But, regardless ofchanges to the law, much can be done to make the tax formsand instructions more understandable for the taxpayer.
Getting this kind of simplification takes the willingnessand commitment of the Government. To date, that commitment
has not been what it could be.

The main concern of the Government agency primarily
in a position to do something, the Internal Revenue Ser-
vice (IRS), has been to make certain that the forms andinstructions accurately reflect the tax laws. Concern
for technical accuracy is obviously necessary; the formsand instructions must not mislead people. This concern,
however, has overshadowed the need to make the formsand instructions easy to read and follow. Certainly, theaccuracy of the forms and instructions has no value unless
people understand what is being said.

Over the past year IRS has improved the format ofForms 1040 and 1040A. 1/ IRS also plans to rewrite nextyear's 1040 and 1040A nstructions to make them easierto understand. However, even more can be done to improve
readability without sacrificing technical accuracy. Andthat is what this report is about.

We give examples of how the instructions can be rewrit-ten and Form 1040 redesigned. It is not necessarily ourgoal to have these examples used by IRS. Rather, our purpos.

l/Both forms are titled "U.S. Individual Income Tax Return.'However, the 1040 i referred to as the 'long" form andmust be used by taxpayers who itemize their deductions.
The 1040A, the simpler of the two to use, is called the"short" form and can be used by taxpayers who do notitemize their deductions and meet certain other criteria.
IRS estimates that half of the taxpayers in 1978 will
use Form 1040 while the remaining half will use the Form1040A.



is to show that

-- the forms and instructions can be made easier to
read and understand without sacrificing technical
accuracy and

-- the cost to re-do the forms and instructions is
minimal when compared to the benefits for both
the taxpayer and the Government.

WHY PEOPLE NEED BETTER DESIGNED
FORMS AND EASIER TO UNDERSTAND
INSTRUCTIONS

Our tax system is based upon voluntary compliance and
self-assessment. Each person is responsible for (1) deter-
mining whether he is required to file a tax return, (2)
determining the amount of tax owed, and (3) paying that
amount. To do this, people must know what the tax law re-
quires. This is where the tax forms and instructions
should help. The two are intended to help people under-
stand and cmply with the tax requirements. However, there
are several indications that the forms and instructions
are not doing this.

Many taxpayers pay others to prepare their returns
because the tax instructions are too difficult for them
to understand. According to IRS figures, about 50 percent
of the almost 84 million individuals who filed returns
during 1977 paid accountants, attorneys, commercial prepar-
ers, or others to make out their returns. Broken down by
tax form, about 66 percent of the 55 million Form 1040s
and 20 percent of the 29 million Form 1040As were done by
paid preparers. The taxpayers who filed these returns were
from all income levels.

In 1977 the Roper Organization, Inc., an opinion polling
firm, interviewed a nationwide cross section of adults about
their understanding of the Federal income tax system and
their attitude toward it. Of the 1,656 adults interviewed
who filed a tax return, 54 percent said they went to pro-.
fessional preparers. Of these, about half said they did
so because the requirements for pay.ng taxes and the in-
structions for the form were too difficult to understand.

One way to decrease the number of taxpayers who be-
lieve they must use paid preparers is to change the filing
requirements so that more people can use the short form.
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Recent lgislation did this, especially the Tax Reduction
and Simplification Act of 1977. The 67 million returns
processed through tMay 31, 1978, show an upward trend in
the use of Form 1040A and a downward trend in the use of
paid preparers. Of these returns, 47 percent have been
1040As as comoared to 35 percent for all of 977. Overall,
about 43 percent of the 1978 returns had been done by paid
preparers. By type of return, paid preparers did 21 percent
of the 32 million 1040As and 63 percent of the 35 million
1040s. More understandable forms and instructions would
further decrease these percentages.

Millions of taxpayers telephone IRS for help in prepar-
ing their tax returns. During the 1977 filing season, IRS
received an estimated 7.9 million phone calls from taxpayers
who had questions about their taxes. 1/ They wanted informa-
tion, for example, about earned income credits, dependents,
home sales, and whether they had to file a return. More un-
derstandable instructions would have reduced the number of
these calls.

Many returns received by IRS contain errors that may
be due in part to taxpayer problems in understanding the
tax instructions. IRS checks all individual returns for
mathematical and clerical errors. Clerical errors include
the incorrect use of any table, inconsistent entries, and
missing information. Of the almost 84 million returns
processed in 1977, about. 10.3 percent contained mathemati-
cal and/or clerical errors. While some of these ere
simply arithmetic errors (about 27 percent), others may
have been caused by taxpayers not reading the instructions
correctly or not understanding them. For example, 3 per-
cent of the errors involved situations where the taxpayers
had failed to identify the child that qualified them for
a tax credit.

The error rate for the 1978 filing season has dropped
significantly from the rate for the 1977 season based on the

1/IRS received an estimated 15.5 million phone calls from
January 1 to April 15, 1977--the 1977 filing season. IRS
monitored a nationwide sample of about 168,000 of these
phone calls to determine the questions asked and the ac-
curacy of its answers. About 7.6 million calls (49 per-
cent) did not relate to problems on individual tax returns
out concerned such things as requests for forms, refund
procedures, and audit procedures.
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returns processed by IRS as of May 31, 1978. As of then,
about 5.6 percent of the returns contained errors. Most of
the drop in the error rate is a result of a 76-percent de-
crease in the number of mathematical errors in computing
the tax owed--from 6.3 percent in 1977 to 1.5 percent in
1978. Although we have not made a detailed analysis of
why the drop occurreC, a reduced error rate in computing
tax owed was predictable because of changes made by the
Tax Reduction and Simplification Act of 1977. The act
eliminated the need to compute a general tax credit, pro-
vided a zero bracket amount to replace the percentage
standard deduction thus reducing the number of people who
have to itemize deductions, and provided tax tables so
most people having taxable income of $20,000 or less could
look up their tax in a table. 1/ There has, however,
been no appreciable change in the clerical error
rate between the 1977 and 1978 filing seasons.

Many people apparently believe the Government is too
big, too mired in red tape, or too aloof to care about
the average person. The tax system seems to get a large
share of such criticism. Giving people tax forms and in-
structions they can readily use would help show that the
Government does care and that it wants and is trying harder
to ease the burden of filing tax returns. If this were
done, both taxpayers and the Government would benefit.
Taxpayers would find it easier to fill out their own re-
turns, and to do so correctly, while the Government would
find it easier to administer the tax laws.

WHAT WE DID

At the request of the Joint Committee on Taxation, we
determined if the tax forms and instructions could be made
easier to read ana understand. We centered our tention
on the Form 1040 and its instruction "package."

IRS annually mails each taxpayer a package of tax forms
and instructions. Five different packages were sent for the
1978 filing season. The one a taxpayer received depended on
the forms he filed in 1977. Four of the packages included

1/The $20,000 applies to taxpayers filing their returns as
"single," "unmarried head of household," or "married filing
separately." The tables cover taxable income of $40,000
or less for taxpayers filing as "married filing jointly"
or "surviving spouse."
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Form 1040; the fifth one contained Form 1040A. The four 340
packages varied according to whether the taxpayer would
probably

--have farm income (about 2.6 million packages mailed),

-- have business or professional income or losses
(about 8.3 million packages mailed),

-- have capital gains or losses without farm, business,
or professional income or losses (about 10.5 million
packages mailed), or

--itemize their personal deductions or have more than
$400 in interest or dividends but not have income,
gains, or losses from the above sources (about 23.6
million packages mailed).

In total, about 44.9 million people were sent the 1040 pack-
ages while the 1040A packages went to 37.6 million people.

We gave the 1040 form and/or parts of the instructions
used for the 1978 filing season to selected writing and de-
sign experts. We asked these experts to determine if the
form and instructions could be significantly improved and,
if so, to illustrate how. The individuals and firms who
helped us were

Writing Experts

Dr. Layman E. Allen Dr. Allen has developed
University of Michigan certain techniques to

Law School simplify legal: ;tic
writing.

Dr. Roy J. Butz The center conducts
Director, Reading and Language research in communica-

Center tion and evaluates the
Oakland County (Michigan) school district's

Intermediate School District English curriculums.

Basic Skills Group The Group supports re-
National Institute of Education search and development
Department of Health, Education to, in part, improve

and Welfare the educational prac-
tices in the reading,
writing, and mathema-
tical areas.
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The Reader's Digest Te "Digest" is a mass
Pleasantville, N.Y. circulation magazine

written for the general
public.

Scott, Foresman and Co. This firm publishes
Glenview, Ill. textbooks for all

grades--elementary
school, high school,
and college.

Design Experts

Mr. Andrew Kner Mr. Kner is the Exec-
New York, N.Y. utive Promotion Art

Director for the "New
York Times' news-
paper.

Siegel and Gale, Inc. This firm specializes
New York, N.Y. in graphic design and

in simplifying the
language of legal
instruments such as
insurance policies.

Because these people and firms were not income tax ex-
perts and did not consult with IRS, we had their rewrites
reviewed by the Special Committee on Simplification, Tax
Section, American Bar Association; and the Tax Forms
Subcommittee, Federal Tax Division, American Institute
of Certified Public Accountants. These groups found the
rewrites to be generally accurate in reflecting the tax
laws. They did not review the work done by our design
experts.

We also traced the IRS process for developing the
forms and instructions. We did this to learn what actions
IRS has taken to make the forms and instructions easie to
read and understand. In tracing the development steps,
we interviewed IRS employees and reviewed pertinent filas
and records, primarily at the IRS headquarters in Wash-
ington, D.C.
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CHAPTER 2

READABILITY AND DESIGN OF THE

1040 PACKAGE: PROBLEMS AND SOLUTIONS

Unfortunately, the current 1040 packages are written
at a reading level beyond that of many taxpayers. fur-
ther stumbling block for taxpayers is the disorganized
and cluttered design of the forms and instructions. The
complexity of the tax laws causes many of these problems.

But IRS does not have to wait for the Congress to
simplify the laws before beginning to make other improve-
ments. 'the writing and graphic design experts we used
demonstrated that much can be done to make the forms
and instructions more readable and understandable for the
average taxpayer. The problems they identified and some
of their suggested solutions are in this chapter; others
are in appendix II.

The suggested improvements would increase the cost
of the tax packages by only about 5 cents per package.
The total cost would be less than one percent of IRS
proposed budget for fiscal year 1979. We consider this
a small price to pay for the benefits that would accrue
to both the Government and the taxpayer.

READING LEVEL OF 1040
INSTRUCTIONS IS TOO HIGH

There is no evidence that clearly shows the average
reading level of taxpayers. The limited data that is
available, however, shows that possibly one-fourth of
the taxpayers that file Form 1040 read below the level
of an average 10th grade student. It is not easy for these
taxpayers to prepare their returns because the median
reading level of the 1040 instructions is above their
reading skills.

The high reading level of the instructions is caused
by such problems as the use of long and uncommon words,
use of long and complicated sentences, and poor presentation
of complex decisions and procedures. The reading and
writing experts we used showed how these problems can be
reduced to make the forms more readable for taxpayers
through use of more familiar words, better sentence con-
struction, and more effective use of visual aids.
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Reading Level of the 1040 instructions

Dr. Roy J. Butz, Director of Michigan's Oakland
County Reading and Language Center, performed a reada-
bility analysis 1/ on the 1977 1040 instructions for
us. He found that the median reading level of the
instructions in the most commonly used tax package
was the 10th grade. The analysis showed that a person
having:

--10th grade reading skills would be able to
read about 53 percent of the instructions.

-- ll1th grade reading skills would be able to read
only 82 percent of the instructions.

-- 12th grade reading skills would be able to read
about 90 percent of the instructions.

We also asked the National Institute of Education's
(NIE's) Basic Skills Group to make a readability analysis
of selected sections of the 1977 Form 1040 instructions.
The sections we selected were the Earned Income Credit,
General Instructions, Filing Status, Sale of PersonalResidence and other parts of the instructions for Schedule
D (Capital Gains and Losses), and the instructions for
Schedules R and RP (Credit for the Elderly).

NIE applied at least two readability formulas to each

1/The analysis was performed using the "Joos-Butz Read-
able-A" readability formula, a computerized version
of the Dale-Chall Readability Formula. The formula
is based on the average sentence length and the fre-
quency of uncommon words. Readability formulas gener-
ally compare the analyzed text to material which is
understandable to people at various levels. The for-
mulas we use in this report measure the material based
on reading grade levels--the level which the averagestudent in that grade is expected to read. For example,
material which the formula measures as 10th grade
level should be understandable by anyone with the
reading skills of an average 10th grader.
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of these sections and averaged the results. 1/ The
average reading level of these sections ranged from
the 9th to 12th grade. These results are comparable
to those of Dr. Butz.

The significance of the reading level at whi', the
instructions are written becomes more apparent when
considering the reading ability of the taxpayers who
use them (see pages 9 to 11). Most of the sections tested,
as shown below, affect all taxpayers or specifically
affect low income and elderly taxpayers.

Reading level Taxpayers
Section of section most affected

General instructions 10th grade All
Filing status 9th grade All
Earned income credit 10th grade Low income
Schedule R instructions 11th grade Elderly
Schedule RP instructions 12th grade Elderly

Taxpayer reading skills

We found no data that clearly showed how well tax-
payers read. However, data compiled by the Educational
Testing Service (ETS) gives some indication. In a 1971
study on the educational progress of American high school
students, ETS, using a typical standardized reading
test, found that as many as 32 percent of 12th grade
students read below the 10th grade level. More recent
ETS data indicates that this percentage has not improved
since 1971. ETS statistics on high school students who
had taken the Scholastic Aptitude Test for college en-
trance showed that the average scores for reading and
comprehension dropped steadily between 1967 and 1977.

Another study, conducted in 1975 by the University
of Texas at Austin, estimated that 22 percent of American
adults read at r below the eighth grade level. This
'Adult Performance Level Study" (APL) tested the ability

1/ NIE used both the Fry Readability Formula and the Dale-
Chall Readability Formula on all sections. The Fry
formula is based on the word length in syllables
and on sentence length in words. The Dale-Chall formula

based on the av :age sentence length and the frequency
or uncommon words.
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of adults to apply the skills of reading, writing, compu-
tation, and problem solving in everyday life situations.
In the area of reading skills, adults were tested on
their ability to read and interpret (1) a newspaper
grocery ad, (2) a newspaper want ad, (3) a movie schedule,
(4) a pamphc; on an individual's rights after arrest,
and (5) a health insurance policy. The results, project-
ed to the American adult population, indicated that
54 percent read at or below the 11th grade level and
that about 22 percent read at or below the eighth grade
level.

While the APL and ETS studies both indicate how well
taxpayers read, the ETS finding is more conservative. We
therefore used it to estimate the number of taxpayers who
could be adversely affected by the Form 1040 instructions
being written at the 10th grade level.

According to the Bureau of the Census, the educational
attainments of the adult population aged 25 and over as of
March 1977 were as follows.

Percent
of adult

Educational level attained population

High school and some college 29
High school only 36
Eight to less than 12 full years 24
Under 8 years 11 71

100

As the table shows, 29 percent of the adult population
have had some college education and 71 percent have
had a high school education or less. We assumed that
those who have had some college can read at least as
well as 12th grade students should--at the 12th grade
level. We also assumed that the 71 percent who have
a high school education or less read as well as 12th
grade students do. Since ETS found that 32 percent of
all 12th grade students read below the 10th grade level,
we assumed that 32 percent of those people not having
some college education read below the 10th grade level.
Given these assumptions, we estimate that perhaps 12.5
million of the 55 million taxpayers who filed Form 1040
returns in 1977 had difficulty in reading and under-
standing the instructions.
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Educational data on the elderly and disadvantaged
minorities indicate that they may have more severe pro-
blems in reading and understanding the 1040 instructions
than taxpayers generally. In 1978, the National Institute
of Education published a report written by Donald Fisher
of the University of Michigan which said that people over
age 50 have an average educational level of about te 10th
grade. Because the median at which the 1040 instructions
are written is the 10th grade, elderly taxpayers are more
likely to have problems in understanding the instructions
than taxpayers as a whole.

Disadvantaged minorities probably have similar prob-
lems. A 1975 report issued by the Educational Commission
of the States indicated that blacks have lower educational
levels than average and do not read as well as whites. The
report also said that in reading tests using income tax
materials, blacks scored lower than whites.

READING AND WRITING EXPERTS SHOWED
HOW READABILITY OF THE 1040
INSTRUCTIONS CAN BE IMPROVED

We asked selected reading and writing experts to see
if they could improve the readability of the 1040 instruc-
tions. Specifically, we asked that they focus on the
following five sections or parts of them:

--Earned Income Credit.

-- Dependents.

-- General Instructions.

-- Filing Status.

-- Schedule R Instructions.

The first four of these sections were among those on which
IRS received the most telephone inquiries during the 1977
filing season. 1/ The Schedule R instructions were selected
because they particularly affect the elderly.

l/The telephone inquiries for General Instructions involved
primarily the "Who Must File" part.
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We also asked the experts to attempt to rewrite these
sections to the eighth or ninth grade reading levels, the
lowest levels deemed practical. They succeeded. The aver-
age reading level of the IRS material was the 10th grade.
The e- rts rewrote the material to an average level of
the e h grade. 1/

Specific readability problems in the
1040 instructions and their solutions

The experts reduced the reading level of the instruc-
tions by identifying and solving two major problems

-- the use of long and uncommon words and

-- the use of long and complicated sentences.

These problems and the solutions of the experts are discuss-
ed below.

Long and uncommon words
can be defined or replaced
with more familiar words

IRS uses many long, technical or other unfamiliar words
in the 1040 instructions. The IE experts identified such
words as one cause of taxpayer difficulty in reading and
understanding the instructions. These words are not a
part of many txpayers' vocabulary. Thus, the meanings are
either unknown o -lear. This confuses rather than clari-
fies the inst for these taxpayers.

A reader's famiildrity with the vocabulary used n the
material he is reading is an important factor in comprehen-
sion. In an April 2, 1977, letter to the House Ways and
Means Subcommittee on Oversight, Dr. Fred Pryczek of Cali-
fornia State University stated that numerous studies have
identified vocabulary as the single most important factor
in reading comprehension. He said that substitution of
more familiar words for technical terms could result in
the greatest improvement in the 1040 instructions. He
pointed out that the value of simple substitution is often
overlooked by writers having superior vocabulary knowledge
and reading skills.

1/NIE experts used at least two readability formulas and
averaged the results to test each section.
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Words in the 1040 instructions are identified as un-
familiar by each taxpayer based on his own vocabulary.
But certain words are unfamiliar to many taxpayers.
Among these, our experts identified such words as "quali-
fies", "exclusively" and "elect."

In rewriting sections of the 1040 instructions, they
replaced these words with more familiar words and phrases.
From their rewrites, we selected the following examples.

Unfamiliar words Substitution

Qualifies Makes you able
Retained Kept
Entire All
Student dependent Student you support
Premiums Costs
Deceased Dead
Spouse Husband o wife
Exclusively Only
Elect Choose

Substitution must be used with caution. Some words in
the 1040 instructions, such as exemption, cannot be substi-
tuted for correctly because of their specialized use and
meaning. The experts said that such words should be limited
to the extent possible and defined simply or explained in
the text.

But overall, substitution of familiar for unfamiliar
words is a good techni4ue for simplifying the 1040 instruc:-
tions.

Long and complicated sentences
can be improved through better
grammatical construction and
use of visual aids

The NIE experts also identified long and complicated
sentences as a cause of difficulty in reading and understand-
ing the 1040 instructions. These sentences are difficult
because of their grammatical structure or because they con-
tain too much information.

Grammatical structure is the way the subject, verb
and supporting words work together to form a sentence.
These relationships have always been considered an important
factor in reading ease and understandability. Sentences
are difficult when the subject and verb are at opposite
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ends or when the supporting words come before the subject
and verb.

The expeLts also found that the 1040 instructions typ-
ically contain long sentences which present a number of
qualifications or complicated conditions. The amount of
information that must be remembered makes them very diffi-
cult to understand.

To read and understand a sentence a person must tempor-
arily hold in his memory all information given. Experts
say that the longer this must be done or the more bits
of information that must be "stacked up," the more likely
the reader is to forget some of the information. Thus,
a reader has difficulty in understanding sentences if he
must remember supporting words before knowing the sub-
ject and verb. The same is true when the subject and verb
are separated. The problem is further compounded when
the reader must mentally process several complicated condi-
tions and/or steps while remembering the results of each.

Our experts solved these problems by using active verbs,
placing qualifiers and subordinate material after the subject
and verb, and keeping the subject and verb together--all of
which are basic writing techniques. They broke complex
sentences into shorter, clearer ones each expressing a part
of the information in the original sentence. They also
used lists of short direct sentences each starting on a
separate line with a visual marker such as a dash, dot, or
box to check.
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Their techniques are illustrated by the following ex-
amples.

From

"These rules are for all U.S. citizens and
resident aliens, including those under 21
years of age. These rules also apply to
those nonresident aliens and resident aliens
who are married to citizens or residents of
the U.S. at the end of 1977 and who elect to
file a joint return as discussed on page 6,
under Your Filing Status."

To

"The rules below apply to everyone. They apply
to U.S. citizens and to foreigners who live
here. They apply to foreigners who are married
to U.S. citizens and to all who are U.S. residents
at the end of 1977. They also apply to people
who file a 'joint return' -- in other words two
married people reporting their income together."

From

"The 1977 income of the person who died and the in-
come of the surviving spouse for the entire year
must be included in a joint return."

To

"A joint return must include all income of the per-
son who died and that of the surviving husband or
wife for 1977."
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From

"The personal representative can file a joint return
for the person who died, if the surviving spouse
agrees and did not remarry during the taxable year.
If a personal representative has not been appointed,
the surviving spouse can still file a joint return,
if he or she did not remarry during the taxable
year."

To

"Ihe personal representative can file a joint
return if:

-- The surviving husband or wife agrees; and

--The surviving husband or wife did not
remarry during the taxable year.

The surviving husband or wife can file a joint
return if:

-- He or she did not remarry during
the taxable year; and

-- A personal representative has not
been appointed."

From

"No credit is allowed to a nonresident alien unless
the nonresident alien and his or her spouse who is
a citizen or resident of the United States elect to
be taxed on their worldwide icome and file a joint
return."

To

"Nonresident aliens may receive the credit only if:

-- they are married to a resident or
citizen of the U.S.; and

-- they file a joint return; and

-- they include all worldwide income on that
joint return."
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From

"Did you pay more than half the cost
of keeping up a home in the U.S. in
which you lived and which for the
entire year (except for temporary
absences for vacation, school, etc.)
was also the home of (1) your child
who was under 19 years of age or a
full-time student, OR (2) your depen- Yes No
dent child who is disabled (see
pages 7 and 8)? .......... O -"
To

Yes No
"Did you pay more than half the cost
of keeping up a home in the U.S.? ] O

Did you live in this home? . . . . L I

Was this also the home of your child
for the entire year, except for short
absences such as vacation or school? L LI

Check the statements which describe
this child:

My child was:

Under 19 years of age. _ (check)

A full-time student. (check)

My dependent and was
disabled. _ (check)

Yes No

Did you check any of the statements
in the box above? .. E]

The techniques used by the experts made the material
easier to understand. The better grammatical construction,
the shorter and clearer sentences, and the visual aids allow
the reader to prLress one idea at a time. This enables
him to better evaluate the information in terms of his
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particular tax circumstances. As he reads, he can readily
discard the information he does not need rather than having
to hold all the information in memory until he completes
the sentence or paragraph.

The result: Instructions
readable by more taxpayers

We asked the NIE experts to determine the reading
levels of the IRS material before and after it was rewrit-
ten. They did this by applying at least two readability
formulas and averaging the results. They found that the
rewritten material wa3 generally two grade levels lower
than the original. The results for each section and
the overall results are shown in the table below.

Grade level

Section of instruct ns IRS Revision

Earned Income Credit 10 8
Dependents 10 8
General Instructions 10 8
Filing Status 9 7
Schedule R Instructions 11 9

Overall 10 8

No one knows the number of taxpayers that would be
helped if the reading level of the Form 1040 instructions
was reduced to the eighth grade. But it is safe to assume
that the number would be significant.

What others thought of
the rewrites by our experts

We asked the Federal Tax Division of the American In-
stitute of Certified Public Accountants and the Special
Committee on Simplification of the Tax Section of the
American Bar Association to review the technical accuracy
of the rewrites done by our experts. Both groups found
the rewrites to be generally accurate.

The Bar Association did not think the rewrites signifi-
cantly improved the material. In meeting with us to discuss
their comments, members of the Special Committee on Simpli-
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fication said that the real problem lies in the law, not
in the forms and instructions. Further, they said that
many of the words in the current tax packages were either
taken directly from the law or have an accepted legal
meaning because they have been used for so long. On
the wihole, they did not consider the word substitutions
of our experts to be much simpler and expressed concern
that they could create unnecessary legal problems.

The American Institute commented more favorably. In
their written response, they said that, in some cases, they
consider the present text of the instructions to be bett-.r
than the rewrites but that, in others, the rewrites are
preferable. In yet other instances, they offered suggestions
for further improving the understandability of certain parts
of the instructions.

For example, they said that neither the pres t heading
"Record-keeping" nor the proposed heading Records" properly
describes the information in that particular section. They
suggested that the heading might better read "Holding On
To Records" or "Retaining Records." They also recommended
that the section be rewritten as follows.

"Records that support income, deductions
or credits should be kept until the latest
of the following dates:

*Three years after the filing of
the return

*Three years after the due date
of the return

·Two years after the tax was paid

Records regarding property you own should
be kept after you sell the property for
the same period of time shown above.
The information to be kept includes:

*The date you acquired the property

*How much it cost you

*How much you spent for additions or
improvements to the property

If you sold a previous residence and delayed
reporting all or part of the gain on that
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sale by buying a new residence, you must keep
all of the records on the previous residence
for the same period of time as for the new
residence.

You should also keep copies of your tax returns.

Order a copy of Publication 55:, Record-keeping,
for more information."

As another example, they suggested that the "Who Must
File" section would be simpler and clearer if the taxpayer
could readily identify the limitations applicable to him.
Their suggested rewrite, as shown below, does this by
using two columns and highlighting both the basic classi-
fications and special situations.

"You may not have to file a tax return
this year. Whether or not you must file
depends on how much income you had.

The amount of income you can make before
you must file depends on many things,
such as:

1) Whether or not you or your spouse
is 65 years or older.

2) Whether you are single, married
or a widow (widower) with a depen-
dent child.

Check the rules listed below, but you must
file if your income was over $6,200 (if you
want to check some examples of income, see
page
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RULES ON WHO MUST FILE

65 OR
UNDER 65 OLDER

SINGLE (This includes divorced and
legally separated individuals.
You may also be considered single
if you are an abandoned spouse;
see page ).

YOU MUST FILE IF YOUR INCOME IS
AT LEAST $2,950 $3,700

MARRIED (Only if you file a joint
return and were living with your
spouse at December 31, 1977.
You can use this category if your
spouse died during 1977).

YOU MUST FILE IF YOUR INCOME IS
AT LEAST 4,700 6,200

(ONE SPOUSE 65 OR OLDER) 5,450

WIDOW OR WIDOWER (If your spouse
died during 1975 or 1976 and
you had a dependent
child, see page ).

YOU MUST FILE IF YOUR INCOME
IS AT LEAST 3,950 4,700

SPECIAL SITUATIONS
If you are married and file
separately or if you were not
living with your spouse on
December 31, 1977, you must
file if your income is at
least 750 750

If you can exclude income
from within U.S. possessions,
you must file if your income
is at least 750 750
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65 OR
UNDER 65 OLDER

If you can be claimed as a
dependent on your parent's
return, you must file if you
had unearned income (such as
interest, dividends, etc.)
of at least 750

SELF-EMPLOYED
Even if your income is less
than $750, you must file if
your net earnings from self-
employment are at least 400 400

EARNINGS FROA IPS
If you had uncollected or unreported social
security tax on tips, you must file.

NON-RESIDENTS OR ALIENS
The above rules may not apply if you were
not a citizen or a resident for all of 1977.
(See page for further information.)

PLEASE NOTE

Even if you don't have to file a return, you
may want to. If you had tax taken out of
your pay or are entitled to the Earned Income
Credit, you should file in order to get your
money. You probably can use the SHORT FORM
1040A. (To find out for sure, see page .)"

The Institute also said that the major problem with
designing simplified tax forms and instructions is that
the law itself is so complex. They thought, therefore,
that continued efforts to simplify the law would be the
best means of simplifying the forms and instructions.
Their detailed response is shown in appendix III.

22



DESIGN EXPERTS ALSO SHOWED HOW
THE 1040 FORM AND INSTRUCTIONS
CAN BE IMPROVED

Better design of the 1040 tax packages wouid also
increase their understandability. Graphic design experts
told us the 1040 form and instructions can be significantly
improved, and stressed the importance of design in making
them easier to use and understand.

IRS made some design changes to the 1977 1040 tax
materials but not in a systematic attempt to produce the
most usable tax packages possible. The form was changed
so that it could be worked straight through from beginning
to end without having to flip it back and forth in the
process. The package cover was redesigned and the tax
tables were changed to meet the requirements of a new law.

The graphic design experts we talked with said that
IRS changes improved the form. But they also believed
that the understandability of the tax packages could be
significantly increased through other design improvements.

Based on samples of their work, we hired two experts
to redesign the 1040 form and selected pages from the in-
structions. We gave them a free hand to use their profes-
sional skills and did not constrain them in terms of the
cost to implement their ideas. They identified and solved
a number of problems that centered around

-- general appearance,

--organization of material, and

-- type size and style.

Appearance of Form 1040
can be made more useful

The purpose of Form 1040 is to help the taxpayer
compute and report the correct tax. However, the design
of the form does not facilitate this task.

Our design experts identified several problems which
give the form a cluttered look and make it hard to under-
stand. For example, the lines of information are too close
together and look too much alike. The different size boxes
and the small dots scattered throughout make the form look
crowded. The form sections are not clearly divided and the
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black print on the light blue background is less legible
than other combinations.

The experts solved these problems by redesigning the
form. The information was better spaced and separated
horizontally by solid lines. The different sized boxes
and small dots were eliminated. Colored dividers were
used to clearly separate the form sections and more legi-
ble combinations of print and background color were used.

The redesigns by Mr. Kner and Siegel and Gale are
shown on the next pages. The current IRS Form 1040 is
shown after page v of the digest to this report. All
forms have been reduced slightly in size to fit the
dimensions of this report. The actual size would
be about 8 x 11 inches. The forms were redesigned to
show graphic change. While the language on them general-
ly reflects directions and other information on the
current 1040, the writing was not reviewed to ensure
complete technical accuracy.
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VI(i , )1i , i .i} LINE BY LINE INSTRUCTIONS
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For1040 U.S. INDIVIDUAL INCOME TAX RETURN 1977
Depamnt of the Treasury-ntemal Revenue Service For the year Jan I - Dec 31. 1977 or other taable yeaw beginning 77 endm -

Fir., name and initial (if joit return give first names and initials of both) Liast name Your social security number

Present home address (Number and street, including apartment number, or rural route) Spouse's social security no

[S Is Ilabei. City, town or post office, State and ZIP code Your Occupation Spouse's Occupation
()tifhrfls,, |Do you want $1 to go to the Presidential Election Campaign fund? Yes .. No
prtil If joint return, does your spouse want S1 to go to this fun' Yes . .. No
or t'L, Note: Checking "Yes" will not increaseyour tax or reduce your refund.

1 Single --- 1
Married ilirg joint return (even ifonlyone had income) ___ 2

3 Married filing separately If spouse is nlsofiling, give spouse's social securit number in the space above 3
and enter full name here 

4 Unmarried Head of Household Enterqualifning name ........ _.. __.__. Seepage 7ofInstructions ..- 4
5 Qualifying widow(er) with dependent child (Year spouse died 19 ) See age 7 ofnstructions - - 5

6a Yourself ............ 65 or over .. ...... . Blind .__ _Enter number of checks - 6a
6b Spouse 65 or over ...... Blind . Enter number of checks 6b

6c First names of your dependent children who lived with you ............. -___

6d Other dependents: Enter number of children listed . 6c

Namc Relationship Number of months Did depen: t have Income Did you provide more than one-half
lived in your home. of $750 or ore? of dependent's support?

Enter number of other dependents ud
7 Total number of exemptions claimed Add numbers entered above 7

8 Wages. salaries. tips, and other employee compensation ... __ 8
9 Interest income (Ifover$400, attachScheduleB) .- ..-- 9
10 Dividends (Seepages9andl7o0fnstructi.ms) (Ifover $400, attach Schedule B)
(Ifyou have no other income, sip lines) through 20 andgo to line21.) less exclusion ._. _ Balance . 10

]'l Sr ̂:ttachi2 11 State and local income tax refunds (does not apply if refund isforyearyou took standard deduction) . 11

(' p t fr 12 Alimony received- __ - 12
}F rrn., I' 2 13 Businessincomeor(loss) (attachSchedule C) . 13
!It rl 14 Capital gain or (loss) (attach Schedule D) .. 14

15 50% of capital gain distributions not reported on Schedule D -- 15
16 Net gain or (loss) from Supplemental Schedule of Gains and Losses (attach Form 4797) 16
17 Fully taxable pensions and annuities not reported on Schedule E _ 17
18 Pensions, annuities. rents, royalties, partnerships, estates or trusts, etc. (attach Schedule E) _ 18
19 Farm income or (loss) (attach Schedule F) ... 19
20 Other (state nature and source-see page 9 of Instructions) ...- .20
21 Total income Add lines 8. 9, and l0 through 20 21

22 Moving expense (attach Form 3903) _ _ __ 22
23 Employee business expenses (attack Form 2106) , _ .. . . 23
24 Paymentstoan individualretirementarrangement (from attached Form 53?29) . .. 245L_ 25 Paymentstoa Keogh(H.R. 10)retirement plan . . 25

has. ttach 26 Forfeited interest penalty for premature withdrawal _ - 26
( I, k , 27 Alimony paid (seepage 11 of nstru:tions) _ . 27
Alt'mr; (iiJrdr 28 Total adlustmtnts Add lines 22 through 27 - .- 28
1Irf 29 Subtract line 28 from line 21 . 29

30 Disability income exclusion (sick pay) (attach Fovrn 2440) . 30
31 Adjusted gross income Subtract line 30from line 29. Enter here and on line 32. . 31

If you want IRS tofigureyour taxforyou. see page 4 of the Instructions



a 
35' 32 Amount from line 31_ 32

33 It you itemize deductions, enter excess temized deductions from Schedule A, line 41
If you do NOT itemize deductions, enter zero . 33
Caution: !l wu harI, loluncrned inlciont and can be claimed as a delqndsenit on vourparrnts return, check here, and { see' page/1 is/:he Inst nliotis. Also se(' page 11 (It the' Instnultilns if: * ou are nturnd filing a sparate rr4n and vyour spouseili oinzas ildductliils. ORh' * e ti Fmn 45ij, (OR * u rn a dtual-status u',.

34 Tax Table Income Subtractlline 33form 32. _ 34
35 Tax.Checkiffrom TaxTablesor ScheduleTC SeeInstructionsforline35onpage ll. __ 35
36 Additional taxes. (Seepage 12 of Instructions.) Check if from -1 Form 4970. Form 4972,

Forn 5544, . Form 5405. or -; Section 72(mX5) penalty tax __ 36
37 Total. Add lines 35 and 36 37

38 Credit for contributions t candidates for public office 38
39 Credit for the elderly (attach Schedules R&RP) 39
40 Credit for child and dependent care expenses (attach Form 2441) 40
41 Investment credit (attach Formnn 3468)_ . 41
42 Foreign tax credit (attach Form 1116) 42
43 Work Incentive (WIN) Credit (attach orm 4874) _ _ 43
44 New jobs credit (attach Form 5884) _ 44
45 Seepage 12 of nstructions . 45
46 Total credits. Add lines 38 through 45
47 Balance. Subtractline 46from line 37 and enter difference (but no less than zero) ._._.. . . 47

48 Self-employment tax (attach Schedule SE) . 48
49 Minimum tax. Check here attach Form 4625 - 49
50 Tax from recomputing prior-year investment credit (attach Form 4255) . _ ._ 50
51 Social security tax on tip income not reported to employer (attach Form 4137) . . 51
52 Uncollected employee social security tax on tips (from I'orm W-2) ._____ ._ 52
53 Tax on an individual retirement arrangement (attach Forr 5329) ...... - 53
54 Total tax. Add lines 47 through 53 , 54

55 Total Federal income tax withheld (attach Forms W- 2, W-2G, and W-2P tofront) . .... 55
56 1977 estimated tax payments (include amount allowed as creditfrom 1976 return) _ 56
57 Earned income credit Ifline31 is under $8,000, seepage2oflnstructions.

If eligible, enter child's name 57
58 Amount paid with Fom 4868 58
59 Excess FICA and RRTA tax withheid (two or more employers) 59
60 Credit for Federal tax on special fuels, etc. (attach Form 4136) .. 60
61 Credit from a Regulated Investment Company (attach Formnn 2439) - 61
61a Seepage 13 of Instructions_61a

62 Total Addlines5fthrough61a 
. 62

63 If ne 62 is larger than line 54. enter amount OVERPAID 63
64 Amount of line 63 to be REFUNDED TO YOU 64
65 Amount of line 63 to be credited on 1978 estimated tax .. 65
66 If line 54 is larger than line 62. enter BALANCE DUE Attach check or mon"y orderforfull amountpayable

to "Infternal Revenue Service." Write social security number on check or money order. 66
(Check if Form 2210 (2210F) is attached Seepage 14 of Instructions.)

tinder penalties of perjury I declare that I have examined this return, including accompanying schedules and statements. and to the best ofmy knowledge and belief. t is true. correct. and complete. Declaration of preparer (other than taxpayer) is based on all information ofwhich preparer has any knowledge.

Your signature Date Spouse's signature (filingjointly BOTH must sign even if only one had income)

Paid preparer's signature and dentifying number (see instructions)

Paid preparer's address (or employer's name, address, and identifying number)
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Instructions are crowded
and need reorganization

The experts found three major design problems in theIRS instruction package for completing Form 1040: in-sufficient margins and spacing, too much unnecessaryinformation, and illogical organization. Their solutions
make the instructions appear less forbidding and lead thetaxpayer through his task in a logical sequence.

Insufficient margins and spacing

The experts said that the iistructions have too muchinformation on each page. The margins and column dividersare too narrow, and there is not enough spacing between
paragraphs and sections.

The instructions are printed on approximately 8- x 11-inch pages. But the margins are only one-half inch on eachside, the top, and the bottom. These margins border threecolumns of type having less than one-quarter inch of blankspace between them. The columns of type have straight
margins on each side--a format typographers call "justi-fied." These characteristics crowd the pages making
the presented information unappealing to the eye and dif-
ficult to read.

The "justified" type format causes another problem.
Spacing between letters and words must be altered to getthe right margin perfectly even. Large gaps result causing"rivers of white space" that distract the reader. These"rivers ' are illustrated by the shading in the example
below.

Schedule C-3--Expense Account Infor-
mation.-Expense accountfallowance
means (a) amounts other tharcompensa
tion, received as advances oreimburse-
ments, and (b) amounts paid bor for you
for expenses incurred by or g ourself or
your mployees, includin all amounts
charglhrough anyl pef credit card,
for whicha deductio is lalmed in this
schedule This t m oe not include
amounts aid for ath purchase of
goods fresale 0 us inour business,
and (b) cidenta xenses uch as the
purchas f offic upplie r for local
transportation i nnect with an
errand. You shoulkeep recor sas proof
of amounts spent for entertainment.
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Our designers made the instructions appear less for-
midable by using wider margins and more spacing. Mr. KneL
kept the three-column format but increased the spacing be-
tween the sections and between the subsections. He also
used an uneven right margin for each column wile keeping
an even left margin. This "flush left, ragged right"
style makes the columns appear less crowded and avoids
"rivers of white space." Siegel and Gale also used ragged
right columns. However, they changed from three columns
to two wider columns to accomodate their larger type.
They also used a wide left margin. These changes make
the information easier to read.

The Federal Tax Division of the American Institute of
Certified Public Accountants, in commenting on the re-
writes by our experts, said that the major graphics
problem with the present format of the instructions
appears to be the use of three columns of print on each
page. They endorsed the need to eliminate the three-column
format.

Instructions contain too much
unnecesary information

The 1040 package should be designed to serve the ma-
jority of taxpayers and to do so in a straightforward
manner. The package, however, includes unnecessary words
and instructions needed by relatively few people. This
excess material forces the taxpayer to read instructions
which he does not need and which may be confusing to him.
It also lengthens the package, thereby increasing the
printing and mailing costs.

The NIE experts pointed out the problem of unneces-
sary information in the "General Instructions" for Form
1040. This section, which explains who must file and
when, includes detailed filing instructions for nonciti-
zens who have a "dual-status tax year" and for the survi-
vors of taxpayers who died during the year. While these
instructions are important, they affect the tax returns
of relatively few people. The NIE experts suggested that
such information be handled separately, either by placing
it in special sections within the package or in separate
pamphlets. The package would include reference to the de-
tailed information so that taxpayers could readily find
it if needed.

The Federal Tax Division of the American Institute of
Certified Public Accountants agreed with this approach
and the need for it. The Institute also believed that
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the approach should be considered in the technical areas
of the instructions as well.

The NIE experts also found some unneeded sentences
and passages in the instructions. They suggested that
elimination of such sentences and passages would make the
material leas difficult to understand.
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Using their suggestion, we rewrote the Schedule RP
instructions as follows.

FROM

"Credit for the Elderly--

Individual(s) Under 65 Having Gross Income from
a Public Retirement System as a Result of His
(Her) Services or Services of His(Her) Deceased
Spouse

If you are under 65 and have gross income
from a public retirement system resulting from
your services or services of your deceased spouse,
you may be able to take a credit against your tax.

To determine your credit, you must use
Schedule RP. However, if you are married filing
jointly and your spouse is 65 or older, unless
both of you have elected to figure the credit
under Schedule RP, you must determine the credit
by using Schedule R (Form 1040) -- Credit for
the Elderly--Individual(s) 65 or Over Having Any
Type of Income

Special Rules--
(1) Married couples must file joint returns

to be eligible for the credit. No credit is allowed
to a married couple who lived together at any time
during the taxable year unless they file a joint
return. However, a married couple who did not live
together at any time during the taxable year does
not have to file a joint return to be eligible for
the credit.

(2) The credit is available regardless of work
experience in earlier years.

(3) No credit is allowed to a nonresident alien
unless the nonresident alien and his or her spouse
who is a citizen or resident of the United States
elect to be taxed on their worldwide income and file
a joint return."
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TO

"Credit for the Elderly--Under Age 65

If you are receiving income from your own or your
deceased spouse's public retirement system, use
Schedule RP to figure the amount of your tax credit.

If you are martied, you must file a joint return
to get the credit--the only exception is if you
lived part from your spouse for the entire year.
Nonresident aliens can get the credit only if
their spouse is a resident or citizen of the
United States.

If you are filing jointly and your spouse is over
65, you must both elect to file Schedule RP--
otherwise, use Schedule R."

The American Bar Association representatives tho- c
that the rewrite was an improvement.

The 1040 instructions can
be organized better

The purpose of the instructions is to help the taxpay-
er determine whether he is required to file a Form 1040
and, if so, to guide him logically through that task. But
the organization of the instructions is at odds with their
purpose. They neither begin with, nor flow logically from,
the information the taxpayer needs first.

For example, the first page inside the cover of the
instructions shows the Earned Income Credit Worksheet.
Thus, before the taxpayer is given any information as to
whether he should file a return, whether Form 1040 may be
the proper return for him to file, or any other general
information, he is given a worksheet to use in calculating
an entry for line 57 on the Form 1040.

The instructions do not address the 1040 form on a
line-by-line basis. Instead, explanations are scattered,
and sometimes duplicated, throughout the instructions;
placed on the form but not in the instructions; duplicated
in both; or left out altogether. For example, explanations
about the Presidential Election Campaign Fund are duplicated
in the instruction sections "Guides for Preparing a Return"
and "Instructions for Page 1 of Form 1040." Line 16 on
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the Form 1040 is explained neither on the form nor in the
instructions. The explanations for completing lines
33 and 34 are partially on the form itself and partially
in the instructions.

33 If you itemize deductions, enter excess itemized deductions from Schedule A, line 41 . .
If you do NOT itemize deductions, enter zero . ........ .... . ... 33Caution: It you have unearned income and can be claimed as a dependent on your. parent's 

return, check here [ and see page 11 of the Instructions. Also see page 11 of
the Instructions if:
· You are married filing a separate return and your spoase itemizes deductions, OR
· You file Form 4563, OR
* You are a dual-status alien.

34 Tax Table Income. Subtract line 33 from line 32 ........................ 34
Note: See Instructions for line 35 on page 11. Then find your tax on the amount on line 34
in the Tax Tables. Enter the tax on line 35. However, if line 34 Is more than $20,000
(40,000 if you checked box 2 or 5) or you have more exemptions than those covered in the
Tax Tables for your filing status, use Part I of Schedule TC (Form 1040) to figure your tax. You
must also use Schedule TC if you file Schedule G (Form 1040), Income Averaging.

In another instance, the instructions direct the tax-
payer to see the optional State sales tax tables for the
amount to deduct but give no page number to help the tax-
payer find them. The taxpayer must search through the
package and even then can easily overlook them. In three
of the four 1040 packages, the tables are printed on the
backs of schedules used for other computations. And in
one of these, half of the tables are in the front while
the rest are in the back of the package. In the fourth
package, they are located after the tax rate schedules
which most taxpayers do not use.

For these and other reasons, our design experts
stressed the need to reorganize the instructions to get
a better flow and a clearer division of the sections.
Their reorganizations tie the instructions more closely
to the form. They sequentially address each section of
the form and each line within that section.

Mr. Kner lid this by using large numbers on the form
to key its sections to the same large numbers in the in-
structions. He used smaller numbers to key the lines
within the sections. He also increased the spacing between
the sections.

Siegel and Gale took a different approach. They used
descriptive titles in color to key the sections of the
form to the instructions. To key the lines within the
sections, they numbered all lines on the form and repeated
each number as well as the subject of the line in bold-
faced print in the margins of the instructions. To sep-
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arate the sections, they used heavy, colored horizontal
lines together with greater spacing. (The approaches used
by the two designers to better connect the form and the
instructions are shown between pages 24 and 25.)

The designers also reorganized the material in the
instruction package to get a more useful flow. Their
reorganizations are compared, in part, to the current
organization of the instructions in the table below.

Organizations of 1040 Packages
by General Subject Matter

IRS Kner Siegel and Gale

Cover Cover Cover

Earned Income Highlights General Instruc-
Credit for 1977 tions Including

Highlights

General
Form 1040 Instructions Form 1040

Guide for Preparing Form 1040
Schedules a Return Instructions

Highlights One Page of Form
for 1977 1040 Instructions Schedules

General Instructions
Instructions Form 040 for Schedules

Guide for Pre- Remainder of Form
paring a Return 1040 Instructions Tax Tables

Instructions for
Page 1 of Form
1040 Index

Instructions for
Page 2 of Form
1040

Either of the instruction reorganizations would make
the material easier to use. Both redesigns use a more
sequential approach. Thus, a taxpayer could complete
his 1040 return step-by-step without having to search
through the instructions. Those taxpayers that may
only need instructions for certain lines of the form
could find them more easily.
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Designers would use different paper--The 1040 package
is printed like a pamphlet--that is, the sheets of paper
are folded like a "V". Two different kinds of paper are
used in this process. A durable white paper is used for
the outermost sheets on which the package cover, the
tax forms, and the schedules are printed. A less durable
newsprint paper is used for the inner sheets on which
most of the instructions for completing the forms and
schedules are printed.

The reorganizations of the 1040 package proposed by
our experts would require a change in paper. Each designer
moved the 1040 form closer to the middle of the package.
Because people must write on and frequently handle the
forms and schedules, they must be printed on durable paper.
Recognizing this and considering how the package is assem-
bled, each designer suggested that the newsprint paper
be eliminated and a urable paper be used for the entire
package. The paper Mr. Kner selected was the white paper
IRS uses for part of the package. Siegel and Gale pre-
ferred a durable recycled paper in a putty color to avoid
the harshness to the eye of black print on white paper.
They did this to achieve the same effect as produced by
the blue-inked background of IRS Form 1040.

Different type can
improve the 1040 form
and instructions

Choice and arrangement of type is an obvious key to
the legibility of printed material. Research has shown
that type features can also affect reader comprehension.
A different choice and arrangement of type can clarify
the 1040 form and instructions.

Type styles are grouped by family, each family hav-
ing several different printing surfaces called faces.
IRS uses only the News Gothic family in printing the
1040 form and instructions. This family has three
faces: bold, roman, and italic (see below). IRS uses
the italic face for special information or instructions.
However, the italic and roman faces are so similar that
the reader may not detect the intended emphasis.
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Examples of
News Gothic Type Faces

Bold: Earned income credit.

Roman: Amount from line 7

Italic: space provided on line 57

Type height 1/, width 2/, and face is commonly used to
differentiate emphasis, directions, or general information.
This is a successful technique if used reasonably. But IRS
uses at least 14 type variations on the 1040 form. This
number of changes confuses the reader because he is unable
to associate the type size with an intended purpose. The
use of so many different sizes can also tire the reader
because his eyes must adjust for each change.

Our designers solved these problems by changing to other
type families and limiting the number of heights and widths.
Mr. Kner used large type for section headings and a smaller
type for the lines of the form. For each line he used a
"light" face type from one family (Trade Gothic) to describe
the information sought, and an italic face from another family
(Century Old Style), to convey any additional information.
As shown below, these faces are clearly different.

48 Self-employment tax (attack Scheduk SE)
49 Minimum tax. Check he,-e attack Form 4625
50 Tax from recomputing prior-year investment credit (attach Fornn4255)
51 Social security tax on tip income not reported to employer (attack Form 4137)
52 Uncollected employee social security tax on tips (from Form W-2)
53 Tax on an individual retirement arrangement (attach Form 5329)
54 Total tax. Addlis471hrough53

1/Each family of type can include many heights. Height is
measured in "points;" each point being about 1/71 inch.
This report is in 12-point type. The type on the 1040
form ranges between 6 and 24 points.

2/The width of a "face" can be condensed--that is, madE
narrower than normal. A condensed face enables the
typesetter to get more information on a line without
using a smaller type. IRS mixes normal and condensed
faces on the 1040 form.
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Siegel and Gale chose a different approach. They used
only one family--Helvetica. Within this family, they used
a condensed face type in two sizes for the lines on the form
and a larger bold condensed face to identify and separate the
form sections. They also used a bold condensed face for the
line numbers and to highlight words within the line, if needed.
For example,

74 Ift line 3 is lafgei than line 64, enter amount you ovepald
75 Amount from line 74 to be credited on your 1979 estimated tax
76 Amount from line 74 to be r to you. Subtract line 75 from line 74

Larger type would
help the elderly

The NIE experts believe that most people can read the
8-point type of the 1040 instructions without too much
difficulty. They also believed, however, that people with
eyesight measured at 20/50 or worse would have difficulty
reading 8-point type. Many elderly taxpayers fit this
description. It is generally accepted that there is some
degree of vision loss as the eyes age. Statistics devel-
oped by the Department of Health, Education, and Welfare
show that twice as many people aged 50 have defective
vision as those aged 20. This considered the corrective
lenses worn by both groups. The American Optometric Asso-
ciation, from the limited data available on the ability to
read at close range, estimates that about 15 percent of the
elderly aged 65 to 79 would have difficulty reading 8-point
type.

IRS has recog ized, to a degree, the elderly's need
for larger type. I has produced since 1975 a publication
called "Tax Benefits for Older Americans." This is printed
in 10-point type and summarizes those tax provisions
which particularly benefit taxpayers aged 65 or older.
It does not, however, include the detailed instructions
for completing Form 1040.

The text of the 1040 instructions could be enlarged
for the elderly by placing it on 11- x 14-inch paper.
This would increase the 8-point type to almost 12 points.
The larger type could be read easily by about 75 percent
of the elderly who have difficulty with 8-point type. IRS
could with this change design a package which contains
forms especially needed by elderly taxpayers.

Based on IRS statistics, we estimate that more than 5.5
million taxpayers aged 65 or older filed Form 1040 returns
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in 1977. Given this number and the probability that many
of them have poor vision, we believe that IRS should consi-
der the feasibility of preparing special tax packages for
the elderly.

A MIX OF WRITING AND
DESIGN SKILLS IS NEEDED

The need to use a mix of skills in improving the ax
packages was pointed out by the experts who assisted us.
NIE, for example, found that reading difficulties in the
instructions are caused in part by the unclear organiza-
tion. NIE concluded that, while it lowered the reading
levels of the instructions through rewriting, much more
could be done using the full range of facilities available
in a graphic design studio. The graphic designers who
helped us suggested, in part, that readability could be
improved through changes in type, better connections b -
tween the form lines and the corresponding instructio.
and use of more color in the instructions.

Siegel and Gale does both writing and design. kR-
cognizing that they are not tax experts, we asked them
to rewrite and redesign the Earned Income Credit Worksheet.
This worksheet is used by low income taxpayers to compute
a credit which may be applied against their taxes rcf
refunded to them.

The IRS worksheet and the revised one are shown on
the next 2 pages. In reviewing a draft of this report,
IRS checked the revised worksheet for technical accuracy.
IRS found that, in question 7 under "The Qualifying Ques-
tions," the disabled child who is not under 19 or not a
full-time student must also be a dependent to qualify.
IRS also believed that, under "What Is Earned Income?,"
the statement that "anything else of value you get from
your employer" may be too broad.
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Earned Income Credit For this purpose, earnld income means wages and salaries
(after the disalbility in ome exclusion, if applicabl), ties,Line 7.-You may be entitled to a special payment or oir.- employee compensation, and ,our net earnings fromcredit of up to $400 that may come as a refund check or be self-empmyment (generally amount shown on Schedule SEapplied against any taxes you owe if you reported earned in- (For 1041), line 13). Earned income does not include socialcome and can answer "Yes" to questions A, B, and C below. security benefits, welfare benefis, etc

Yes NoA Is your adjusted gross income, Form 1040, line 31, less than $8,000 .-
s Is your earn d income less than $8,000? .
C Did you pay more than half the cost of keeping up a home In the U.S. in which you lived ad which or the entire year(except for temporary absences for vacation, school, etc.) was also the home of (1) your child who was under 19 years 4of age or a full-time student, OR (2) your dependent child who is disabled (see pages 7 and 8) ,.
If you answered "Yes" to ALL the questions above, you can qualify for the credit if YOU DO NOT:
· Check Box 3 on Form 1040, Married Filing Separately, or
· File Form 2555, Exemption of Income Earned Abroad, or
* File Form 4563, Exclusion of Income from Sources in U.S. Possessions.

If you qualify, use the Earned Income Credit Worksheet below to figure your credit.

Earned Income Credit Worksheet
(Do Not File This Worksheet-Keep it for Your Records)

1 Amount of wages, salaries, tips, etc. from Form 1040, line 8. Be sure to attach Copy B of Form(s) W-2to your return .
Caution: If you make an election not to claim the disability income exclusion and at the end of thetaxable year you wvere under age 65, include on line 1t that portion of your disability income X // s(attributabl to priods prior to your raching minimum rtirement ago) that you ncluded on / ' > ' /Schedule E (Form 1040), line 5, or Form 1040, line 7./.

2 Disability Income exclusion (sick py) from Form 1040, line 30 .. ...... 2

3 Subtract line 2 from line 1 .
3____

4 Net earnings from elf-employment from Schedule SE (Form 1040), line 13. (Reduce for any amount
also icluded in line 1 above and for any amounts that are not included in income, s!-h as the rental
value of parsonage or rental allowance furnished a minister.) 4. I5 Eared Income. (Ad lines 3 and 4. However, if line 4 is a loss, subtract line 4 from line 3-if · s .n
zero, enter zero and do not complete the rest of this worksheet because you do not have an earned
income credit.) .5. . . . .. . .·

6 Adjusted gross income 'rom Form 1040, line 31 . 6 . . 6

7 Amount from line 5 or line 6, whichever is larger. . 7

8 Enter 10% of line 5 but do not enter more than $400 .
If line 7 is $4,000 or less, do not complete the rest of this worksheet but enter the amount from line 8on Form 1040, line 57. Also write the first name of your child who qua;dfies you for the credit in the / X /space provided on line 57 (see the Note below). / 1

9 Amount from line 7... .. .. . . 9

10 Less.10 
$4000.00

11 Subtract line 10 from line 9 .11 ..........

12 Enter 10% of line 11.. . . . . . 1213 Earned income credit. (Subtract line 12 from line 8.) Enter here and on Form 1040, line 57. Also write
the first name of your child who qualifies you for the credit in the space provided on line 57 (see theNote below) .

13
Note: It you have more than one child who qualifies you for the credit, you need only enter the first name of one of the children.

Pil 2 To remove forms, please fold, crease, and tear carefully at perforations I



alia d Income If you had earned Income of UNDER $8,000 and The Qualifying Quetons. You can take the
hedit can answer YES to seven qualifying questions, you income credit if you can answer YES to all of these

may be able to take an earned Income credit. This questions unless you are prevented from taking it for
can go as high as $400. You may subtract the credit one of the three reasons mentioned above.
from any taxes you owe. If your taxes are less than Yes No
your credit, or if you owe no taxes, you will get a 1. D'd you have earned income in 1978? c 0
refund. 2. Was your earned income less than
Even if your earned income is under $8,000 and you $8,000? rC C
can answer YES to the qualifying questions, you will 3. Was the adjusted gross income you
not be able to take the credit if: listed on line 31 of Form 1040 less than

· you are a married person who files a separate $8,000? U 0
return from your husband or wife and have checked 4. During 978 did you pay MORE than
)ox 3 on Form 1040, or 50% of the cost of keeping up a home in

· you have earned income overseas and file Form the United States? 0 0
2555 to exempt that income, or 5. Did you live in this home? [] 0

· you have earned income from sources in U.S. 6. Did any of your children live there with
Possession and file Form 4563 to exempt that you full time except when away at school
income. or on vacation? 0 0
What Is Earned Income? Earned income includes: 7. Do ANY of the following describe the

· wages and salaries after any permissible disability child (or if you have more than one child,
income exclusion has been taken. any of them) 0 0

· tips ~~~~~tips .under 19
· anything else of value (money, goods or services) full time student

you get from your employer. disabled
· net earnings from self-employment - see line 13 of

Schedule SE to Form 1040. It you answered yes to all of the questions,
Earned income does not it, lude social security or use the earned income credit worksheet
welfare benefits or any money from similar sources. below to figure your credit.

amid Income How to Figure Your Credit. TL figure how much earned income credit you can take,
ellft follow Instructlons on each of the Ilnee below.

1 Enter the total wages, salaries and tips you reported or Form 1040 (line 8!. Also, if
cause much of the you were under 65 at the end of 1978, and did not take the disability income

formation you eed exclusion, be sure to include disability income you listed on either line 5, Schedule
r this woshet SE of Frm 1040 or on line 17 of Form 1040. $imes from the first J
ige on Form 1040, it 2 Enter the disability income exclusion you did claim on Form 1040 (line 30) _ _
a good Idea to 3 aubtract line 2 from line 1 $implete that page- - - - ---- --------- .. ..

ifore figuring your 4 Enter the net self-employment earnings you reported on line 13 of Schedule SE of
rned income crdt. Form 1040. 8e sure to subtract any self-3mployment income ynu reported on line

"1" above. (If you were a religious minister you should also subtract the rented
valne of your parsonage or any rental allowance you rceive) _ $

5 Add lines 3 and 4. However, if you lost money by being self employed, subtract
the amount you entered ,n line "4" from the amount yoJ entered on line "3.' If
you come out with SO, enter $0 and do not complete the rest of this worksheet-
you have no earned income credit.
Enter either $0 or the result of adding lines 3 and 4 here. S

6 Enter the adjusted gross income you regotled on Form 140 (line 31) S ___
I Enter the Ier of lines 5 or 6___ ____
I Enter 10% of the amount you listed c line 5. However. do not enter more than

$400 even if 10% of line 5 is more thar that. S

Stop Here-Look at the amount you listed on line name of the child who qualified you for the credit-
7. If it is las than $4,000 do not complete the rest if more th&ai one aid, list onlyv one.
of this worksheet- but do enter the figure from line If the amount on line 7 Is more then $4,000, go
8 on ine 57 of your Form 1040. Also include the on to line 9.

9 Enter the amount listed on line 7 f over 54.900 S
16 Subtract $4,000 __ _ __ __ -$ 4000,00
11 Result of subtracting line lD from line 9 
12 Enter 10% of line 11S $

, not file ths 13 Subtract line 12 from line 8-this is your Eaned Ineen mCdi __ _ $
orkshet with your enter the amount on line 13 on line 57 of your Form 1040 and nclude the name of
turn-keep It tor the child who qualified you for the credit-if more than one did, list only one.
iur records.



WhAT IT MIGHT COST TO REVISE
THE TAX PACKAGES

IRS spent about $12.5 million to print and distribute
85.1 million 1040 and 1040A packages for 1977--an average
cost of 15 cents per package. Of the total, $7.1 million
was for printing and $5.4 million was for mailing. To-
gether, these costs ranged from 13 cents per 1040A package
to 25 cents per package for the longest 1040 package.

Revising the tax packages will probably increase
printing and mailing costs. The revised packages will
probably contain more color and pages. Adding to the
increase in costs for printing and mailing will be costs
for rewriting, redesigning, and testing. The total
increase in cost cannot be precisely determined until a
detailed improvement plan is developed, but some general
estimates are possible.

Rewriting and redesigning are the first steps neces-
sary to improve the tax packages. We asked one of our
experts to estimate what this might cost. He estimated
that it would cost about $500,000 to rewrite and redesign
the 1040A package and one of the 1040 packages using
private firms. This price would cover all materials
in the packages, such as tables and schedules. Since
all 1040 packages contain much of the same information,
most of what is done to one can be used in the others.
We, therefore, used the $500,000 figure as an estimate
for rewriting and redesigning, recognizing that some
additional costs would be required for the other three
1040 packages.

Field testing of proposed changes is the best way
to measure if and how much the understandability of the
material is improved. We obtained estimated costs for
testing from a firm that specializes in such work. The
firm believed that the packages could be tested by having
a nationwide representative sample of people fill out a
tax return based on a given set of facts. Half of the
sample would use the "old" tax form and instructions while
the other half would use the revised ones. The members
of each roup would then be interviewed, and the test
results for the two groups would be analyzed and compared.
The firm estimated that this would cost between $130,000
and $175,000 for each package tested. We used the largest
of these figures and assumed that two tests would be
made--one for the 1040 package and one for the 1040A. The
total estimated cost for testing would therefore be about
$350,000.
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We asked IRS and Government Printing Office officials
to estimate for us the increased printing and mailing costs
that would result from the design suggestions made by our
experts. Specifically, we asked IRS about the costs for
using all white paper, a two-color process throughout, and
a 10-percent increase in the length of the packages. We
asked the Government Printing Office about the cost of putty-
colored paper. The estimates are incorporated in the
following table along with the estimates we obtained for re-
writing, redesigning, and testing.
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Estimated Costs for Revising
the Tax Packages

One-time costs

Rewrite and redesign $ 500,000

Field testing of revised material 350,000

Recurring costs (all 5 ackages)

Printing (note a):

Paper (note b):
White writing

paper (Mr. Kner) $1,100,000
Putty-colored
writing paper
(Siegel & Gale) 1,490,000 $1,490,000

Use of two color
process 50,000

10-percent increase
in package lengths 1,150,000 2,6°0,000

Mailing (note c):

Heavier packages of either
white or putty-colored
paper 440,000

10-percent increase in
package length 210,000 650,000

Total estimated costs $4,190,000

a/Only 16 printers bid for the 1977 tax packages out of the
more than 300 firms invited to bid. Therefore, the printing
cost for some redesign suggestions may depend on the capa-
bility and willingness of printers to do them.

b/We used the larger of the two paper cost proposals for our
estimates.

c/Incorporates the postage rate increase of May 1978.
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The total estimated cost increase of $4.2 million re-
presents about 0.2 percent of IRS, proposed budget for
fiscal year 1979. Spread over 85 million packages, the
$4.2 million increase comes to about 5 cents per package.

Obviously, the estimates are not precise. Our point
in presenting them is not to set targets or constraints but
to show that the relative cost that would be incurred to
improve the understandability of the tax packages is not
beyond reason.

We believe that making the tax packages more under-
standable would be well worth the expense. The increased
costs should be significantly reduced by the benefits that
would accrue to both taxpayers and IRS. More taxpayers
should be able to do their own returns and do them more
correctly and in less time. IRS should benefit from a
reduction in taxpayer inquiries and decreased taxpayer
error rates.

Cost of printing a special
tax package for the elderly

Tax packages printed in larger type would help elder-
ly taxpayers who have poor vision. One of the current
tax packages contains most of the forms, schedules, and
instructions needed by the elderly but it is printed
in 8-point type. IRS estimated that it would cost abort
$2.8 million to print this package in 12-point type and
mail it to the 8 million taxpayers aged 65 or older.

An offset against the $2.8 million would be the cost
of producing and mailing 8 million packages in the regular
8-point type. Based on 1977 actual costs and the May
1978 postage increase, we estimate that this would be
about $1.4 million. Thus, the larger-type package would
cost $1.4 million, or about 17 cents more per package.
This increase is due mostly to the cost of larger paper--
11 x 14 inch--and the related mailing costs.

As is the case for improving the tax packages overall,
the cost of preparing a special package for the elderly is
not beyond reason. The feasibility of preparing such a
package should be considered as a part of an overall
improvement effort.
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CHAPTER 3

IRS CONCERN FOR TECHNICAL ACCURACY

HAS OVERSHADOWED THE NEED FOR UNDERSTANDABILITY

Over the years, IRS has been most concerned with
making sure that the packages accurately reflect the
tax laws. It has seldom adequately drawn on the writing
and design skills of its own employees or outside experts
to ensure that readability does tot unduly suffer in
the quest for technical precision. Once developed, the
forms and instructions have been approved by committee.

IRS is now beginning to change its approach. It plans
to rewrite the 1040 and 1040A instructions in 1978 to make
them easier to understand. This is an encouraging sign.
But IRS plans are not sufficiently comprehensive. More
could be done to make the tax packages the taxpayer aids
they should be.

IRS needs a comprehensive plan for making the forms
and instructions more readable and understandable to tax-
payers. The successful development and implementation
of such a plan will require commitment of more resources
and total support by IRS management.

RESPONSIBILITY FOR DECIDING CONTEN'
AND FORMAT OF TAX FORMS AND INSTRUCTIONS
IS DIFFICULT TO PINPOINT

Organizationally, the Assistant Commissioner, Techni-
cal, is responsible for developing all tax forms and
instructions. However, he is not directly responsible
for approving them. This is done by an 11-member Tax
Forms Coordinating Committee made up of middle management
representatives from each of the eight Assistant Commis-
sioners, the Office of Chief Counsel, and the tax analysis
group from the Office of the Assistant Secretary of the
Treasury for Tax Policy.

The committee receives recommendations for changes
from a tax law specialist working in a group under the
Assistant Commissioner, Technical. In developing draft
forms and instructions for the committee's approval,
the tax law specialist considers comments from officials
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throughout IRS and from outside sources. He can also draw
upon the services of other IRS personnel reporting to other
Assistant Commissioners, such as graphics people, but
cannot direct that they commit time to such efforts. In
most cases the tax law specialist decides the extent to
which he will use comments from others in drafting the
forms and instructions sent to the committee. Thus,
he is the focal point in the entire process.

The committee chairman is located in the office of
the Director of the Tax Forms and Publications Division
under the Assistant Commissioner, Technical. However,
neither the Chairman of the Committee, the Division
Director, nor the Assistant Commissioner, Technical, have
the final say on whet goes into the forms and instructions.
Rather, there must e unanimous agreement by all committee
members as to the content and design. If they cannot all
agree, the decision is passed up to offici-l- f' the offices
who disagree and the Assistant Commissioner, Technical. If
they cannot reach agreement, the matter goes to the Commis-
sioner. In the majority of cases, however, the committee is
able to reach agreement.

Thus there is rarely any need for top IRS management
to become involved in decisions made by the committee.
Exceptions to the process occur when top management takes
the initative. For example, the Commissioner became per-
sonally involved in deciding the sequence to be used on the
1977 tax forms. However, the involvement of top level
management is not systematic. There is not adequate
assurance that parochial views within IRS do not dominate
the decisionmaking process.

Most decisions on what goes into the forms and in-
structions are made basically by the tax law specialist in
informal consultation with committee members and others.
This occurs before drafts are submitted to the committee.
Thus, it is difficult to pinpoint the source or reason for
changes. This decisionmaking process has resulted in
technical accuracy overshadowing understandability as is
discussed in the remainder of this chapter.

IRS HAS FOCUSED ON TECHNICAL ACCURACY MORE
THAN READABILITY WHEN DEVELOPING
FORMS AND INSTRUCTIONS

The 1040 and 1040A packages are updated and revised
each year before they are printed. As noted ADove, the
focal point for this process is a tax law specialist. He
is helped on a part-time basis by writer-editors and forms
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management analysts. The specialist's "new" forms and
instructions are reviewed by his supervisor and the Tax
Forms Coordinating ommittee. Once the committee gives
its approval, the orms and instructions are printed.

Tax law specialists have auditing
but not writing backgrounds

Currently, one tax law specialist has responsibility
for the forms and instructions used by over 80 million
individual taxpayers. / IRS expects the specialist to

-- see that the forms and instructions accurately
reflect the tax laws and regulations,

--translate the laws and regulations into easy-to-
understand tax forms and instructions, and

-- write in such a way as to be readily understood
by the general public.

The specialists have the technical backgrounds to monitor
and analyze the tax laws, court decisions, and IRS regula-
tions which the forms and instructions must reflect. They
do not, however, have the backgrounds to adequately write
and design material that the general public can easily
understand.

Tax law specialists are usually former IRS auditors
who spent several years examining tax returns. ost often,
they were revenue agents--auditors who examine the more
difficult returns, such as those filed by corporations--and
generally have college degrees in accounting. This educa-
tion and experience is in keeping with IRS orientation
toward technical accuracy in the forms and instructions.
But it is not in keeping with the need for a high degree
of writing ability. While IRS officials told us that they
have placed more emphasis in recent years on getting tax
law specialists who have writing skills, the specialists
only receive on-the-job training and a 20-hour course in
legal writing.

I/The specialist is responsible for Form 1040, 1040A,
1128, 3115, and 2120; Schedule A, B, C, F, and TC; and
all related instructions.
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Writer-editors borrowed and irifrequently used

IRS employs writer-editors but, over the years, has
not adequately used them to make the tax forms and in-
structions more understandable. In 1977, they were given
a greater role in reviewing the instructions.

The writer-editors are in a different organizational
unit than the tax law specialists. 1/ The unit was created
in 1968 to improve the forms and letters sent to taxpayers
after they file their returns. Currently, six people are
in the group, and most have college degrees in English or
journalism. Because they have their own work to do, the
writer-editors review the tax instructions only on a part-
time, as-requested basis.

Until 1977, the writer-editors were infrequently
given the tax instructions to review and then only to im-
prove such specific areas as grammar. In 1977, however,
they were asked to extensively review the 1040A instruc-
tions. This change may have been due to greater concern on
the part of IRS management about the instructions' reading
levels.

First, the writer-editors reviewed the 1040A instruc-
tions in segments. Later, they reviewed the assembled 1040A
package. While some of their suggested changes were used,
others were not. This occurred because the tax law special-
ist could not review all of the changes for accuracy with
the tax laws in time to meet the printing deadline.

Forms management analysts have
printing rather than graphic
design backgrounds

After the tax law specialist has reviewed the writer-
editor suggestions, he sends the tax packages to another
organizational unit staffed by forms management analysts.
These analysts review the packages for printing require-
ments. If asked, they also comment on other graphic design
aspects of the packages, but the design is already about 90
percent complete by this time. The analysts do not have
particular backgrounds in graphic design. Personnel in
another unit do, but they seldom work on the tax packages.

1/Both units, however, report to the same branch chief.
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Forms management analysts have college degrees and/or
experience in printing. Within IRS they only attend
a 2-week course in graphic design and receive some related
on-the-job training. Like the writer-editors, they have
major responsibilities in addition to reviewing the tax
packages, and their suggestions must be approved by the
tax law specialist before being used.

IRS has full-time graphics design personnel, but es-
sentially does not use them in developing the 1040 and
1040A packages. The graphics design personnel are assign-
ed to their own organizational unit and do graphic design
work for all of IRS. The unit's only contribution to
the tax packages so far has been the cover design for
the 1977 Form 1040 packages. According to IRS officials,
the unit has not had more input due to the severe time
constraints for developing the packages. Significant'y,
officials of the unit believe that substantive design
improvements are possible in both the 1040 and 1040A
packages.

Reviews are geared more towards
technical accuracy and tax administration

The tax law specialist, after considering the changes
suggested by the writer-editors and forms management ana-
lysts, sends the tax forms and instructions to

--his branch chief,

-- the technical advisor to the branch
chief, and

-- the Tax Forms Coordinating Committee.

These officials and the committee members review the mater-
ial more to ensure technical accuracy and ease of tax
administration than for understandability by the general
public.

The branch chief and technical advisor positions
have historically been filled by revenue agents. As would
be expected, their reviews also center on technical accuracy.

As noted above, the Tax Forms Coordinating Committee
gives the final approval of the tax forms and instructions.
The committee's review centers more on the interests of the
assistant commissioners than those of taxpayers. This is
because each related member is most concerned about if and
how a proposed change will affect his assistant commis-
sioner's responsibility for tax administration. Several
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examples of the nature of the discussions at committee
meetings illustrate the focus of the committee.

On August 9, 1977, the committee discussed Form 1040
and schedules A and B. Following are excerpts from the
minutes of that meeting.

"Items from the line-by-line review were dis-
cussed and the Committee elected to retain the
'amount overpaid' line for the benefit of the tax-
payers. Other items are needed by the various func-
tions or are required by regulation.

* * * * *

"In an effort to reduce the taxpayer's report-
ing burden, the check box on the minimum tax line
(line 49) was eliminated. After the meeting, the
Compliance representative informed the analyst of
Compliance's need for the box because of their en-
forcement programs. The analyst suggested that Com-
pliance raise the issue again at another meeting
so that it could be considered in greater detail
and because the same problem may exist on other
forms listing minimum tax.

"ACTS [Accounts, Collection, and Taxpayer
Service] stressed their need for a check box for
student dependents and after much discussion it
was decided that a representative from ACTS and
the analyst would discuss the problem further.
After the meeting it was agreed that the check
box would be added to the next proof. ACTS had
established the need for the box and stated that
they would be able to extract enough information
from the return to make proper identification of
the taxpayers in question.

"Schedules A & B (Form 1040) Itemized Deductions
AND Interest and Dividend Income

"Items from the line-by-line review were dis-
cussed briefly and it was agreed that the name and
social security number and lines 35-40 of Schedule
A were needed even though the review indicated
they could be deleted."
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On September 20, 1977, the committee made a page-by-
page review of the Form 1040 instructions. The minutes
of the meeting recorded "no comments" for 15 of the 48pages in the instructions. Excerpts of the comments
that were made follow.

"Page 3 The Highlights for 'Standard Deduction' and
the 'General Tax Credit' have been rewritten. The
'Support Test for Dependent Children of Divorced
or Separated Parents' has been removed because of
possible technical interpretation questions. The
Privacy Act Notice, as revised, will be moved to
this page to help eliminate the extra page of in-
structions.

* * * * *

"Page 7 Instructions under 'Things to Remember ona Joint Return' will be reduced, leaving only the
last two sentences of the paragraph. The other
instructions are redundant.

"Page 9 It was ointed out by Technical's represen-
tative that the instructions uder 'Children of
Divorced or Separated Parents' would have to be
expanded to reflect the preliminary draft of the
proposed regulations in the area. The acting chair-man stated that since the present language properly
followed the law, no change would be made.

"Page 14 Instructions for line 60 will be reduced
to gain needed space. Will rely on Form 413L and
Publications.

"Page 18 Because of a request by ACTS, a brief in-
struction was added for nominee recipients of income.
This addition was made over the objection of the
Forms Branch. The objection is based on the fact
that taxpayers have been told for years that filing
Form 1087 already accomplished the desired goal
while it, in fact, does not. The Committee agreed
to the change in an attempt to avoid Service con-
tacts with nominees.

* * * * *
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"Page 25 An ACTS representative stated that recent
legislation established special rules for taxpayers
who live in community property states and are married
to nonresident aliens. It was pointed out that the
Forms Branch was aware of this rule, which was
part of the 1976 Tax Reform Act. However, because
of limited application, we plan to rely on publica-
tions.

* * * * *

"Page 27 Instructions for line 15a will be shortened
ano taxpayers referred to instructionE for Form 1040,
line 25.

* * * * *

"age 30 The acting chairman suggested the possi-
bility of eliminating items (1), (3), and (4) under
'Limited Deduction for Losses Arising from Certain
Activities' as a means of gaining space. This will
be done on a subsequent proof if more space i needed."

It is understandable why the committee perates in
this manner--organizations and people tend to emphasize
issues directly affecting ;r operations. IRS officials
agree, however, that at times this causes a conflict be-
tween taxpayers: needs and those of IRS.

Of the eight assistant commissioners represented on
the committee, only one has specific responsibility for di-
recting a taxpayer service program. This program includes
answering taxpayers' questions about taxes, especially
during the return filing season. However, this assistant
commissioner has other responsibilities as well. A major
one is processing the more tha., 133 million returns IRS
receives annually. The committee member who represents
this assistant commissioner must, therefore, be concerned
about more than just taxpayer service.

Although IRS emphasis on the technical accuracy of
the instructions is understandable, it is important to note
that taxpayers cannot rely o the tax instructions in place
of the law. On March 10, 1978, the Interpretative Division
of IRS Office of Chief Counsel responded as follows to our
request for IRS views as to the extent iat instructions
and publications provided with tax forns T,, binding on TRS.
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"Instructions and publications provided with
tax forms can not be relied upon by taxpayers.
The Ninth Circuit said i Adler v. Commissioner,
330 F.2d 91, 93 (9th Cir. 1964), '[n]or can
any interpretation by taxpayers of the language
used in government pamphlets act as an estoppel
against the government, nor change the meaning
of taxing statutes . . . .' Accord, Carpenter
v. United States, 495 F.2d 175, 184 (5th Cir
1974); Aldridge v. Commissioner, 51 T.C. 475,
482 (1968); Clark v. Commissioner, T.C.M. 1966-22.

"As stated by he Tax Court in Peterson v. Com-
missioner, T.C.M. 1970-i81 at 808, taxpayers

must be held to know that the pamphlet
'Federal Income Tax Forms' does not give
the full details of the applicability of
a particular deduction or section. For a
full explanation the sections and regula-
tions must be referred to, as well as
additions and modifications thereto which
are published in the Federal Register.

"Further, the nonbinding nature of IRS informa-
tional pamphlets can be traced to the United Statns
Supreme Court's statement in Dixon v. United States,
381 U.S. 68, 73 (1965) that Congress, not the Commis-
sioner, rescribes the tax laws. See Green v. Com-
missioner, 59 T.C. 456, 458 (1972); Rogovin, The
Four Rs: Regulations, Rulings, Reliance and Retro-
activity, 43 Taxes 756, 774 (1965)."

We too believe the instructions should be accurate.
But we also believe that understandability should and can
be equally emphasized. The development process, as cur-
rently structured, diffuses the responsibility fo decision-
making rather than fixing it at a high enough management
level to ensure that this balance is achieved.

We do not propose eliminating the type of review cur-
rently done by the committee. Obviously, techr 'l and
administrative concerns must be addressed. Chat is needed
is to bring a broader perspective to the committee.

Not only have IRS internal eftorts not been as success-
ful as they could have been at improving the forms and
instructions, but, as discussed next, attempts to secure
assistance from outside groups ave also been unsuccessful.

49



USE OF OUTSIDE ASSISTANCE INFREQUENT
AND LARGELY UNSUCCESSFUL

Through the years, IRS has relied mainly on its own
employees to develop the tax forms and instructions. On
a few occasions, it has hired outside firms and individuals
to study the tax packages and identify ways to improve
them. Memories of IRS officials are vague and IRS files
are incomplete as to what happened in the earlier studies.
However, the more recent ones have not been particularly
successful either because of their superficial depth or
lack of guidance by IRS.

In 1977 IRS hired a private firm primarily composed
of tax law experts to rewrite the instructions for Form
1040A. An office under the Assistant Commissioner, Techni-
cal was responsible for administering the contract. This
was the first major contract in at least 5 years for help
in developing a more useful tax package. The contract,
awarded on the basis of the lowest bid, was for $3,000.
IRS intent was to improve the instructions, but the details
of what to do were not adequately thought through. IRS
did not give the contractor adequate guidance nor develop
adequate standards against which to measure the results.
Consequently, the rewritten material was found to be only
slightly improved when later evaluated y a reading expert.

The contractor was not required to reach a specific
reading level--for example, the eighth grade. Nor was
he required to lower the reading level by a certain amount--
for example, two grades below the original material. In-
stead, he was told only to rewrite the material to the
lowest level possible. The contract did, however, require
that the rewr' ten material be tested for readability using
a test knowr oly as SMOG. This is one of the simpler
readability tests and, by itself, not a reliable measure.
Readability should be tested by at least two tests, each
using a different measure such as word length, sentence
length, or number of unfamiliar words.

The contract required the revised material to "retain
at least 90 percent accuracy in coamprehension." However,
no procedures were spelled out to ensure this. Further:,
comprehension cannot be tested through mathematical reading
tests. The standard method for determining comprehension
is to test the rewritten and original materials on groups
of people, then compare the results to see if the rewritten
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material produced more accurate answers. This was neither
required nor done.

Earlier, in 1972, IRS had hired another firm to rewrite
the 1040 and 1040A instruction packages. We do not know
what the firm was specifically requested to do or what
guidance IRS provided because RS files are incomplete.
The firm submitted its report to the Chairman of the Tax
Forms Committee. The files slowed that most of the firm's
suggestions for the 1040A instructions were rejected but
did not show why or by whom.

In the area of design, an office under the Assistant
Commissioner, Administration, in 1977 hired a consultant
for a one-day look at Forms 1040 and 1040A. The last time
IRS had contracted for design expertise was 1965. The
consultant, a graphic design professor, did not, nor was
he asked to, redesign the forms. Rather, he concentrated
primarily on the use of color. He also commented on vertical
alignment, more consistent use of some design features, and
other minor points. Some of his suggestions were used.

In addition to the three contracts above, IRS has, from
time to time, obtained writing and design assistance from
people and firms on a voluntary basis. For example, in
1972 IRS received such assistance from two major retailers,
a group of teachers, and a group of graphic artists. IRS
did not have readily available information showing whether
or not the work was used and why it was or was not. But
the 1972 ad 1973 tirms and instructions were not much
different from those for 1971.

One of the main problems with the above-mentioned
efforts was that they did not reflect a systematic
effort to use outside experts to help improve the forms
and instructions.

IRS PLANS TO REWRITE TL' INSTRUCTIONS
BUT MORE IS NEEDED

IRS has begun an effort to simplify both the 1040 and
1040A instructions. While no formal plan has been issued,
IRS officials to-.d us that the effort will be aimed at re-
writing the instructions to lower their reading levels.
IRS plans, as we understand them, should produce instruc-
tions that are easier to urplrstand than those now used.
But, because the effort will center mainly on reading le-
vels, it falls short of the comprehensive program needed
to make the forms and instructions the taxpayer aids they
should be.
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What IRS plans to do

The effort, which had its beginnings in 1977, will use
a newly hired reading specialist to identify problems. The
specialist will review the instructions to identify parts
that

-- are difficult to read and understand,

--are repetitious, or

--conflict with other parts.

He will then give the parts that need to be rewritten to
writer-editors and will use readability formulas to deter-
mine the reading level before and after they are rewritten.
As of April 1978, no readability goal had een set.

The writer-editors will continue to work in their own
organizational unit but will be told to give the instruc-
tions priority. The tax law specialist will continue to
review their rewrites for technical accuracy. In the past,
this usually resultel in rejection of suggested changes,
Under the current effort, however, differences between the
writer-editors and the tax law specialist will be resolved
by the Assistant Director for the Tax Forms and Publica-
tions Division who is also the Acting Chairman of he
Tax Forms Coordinating Committee. He told us that technical
accuracy would still be strived for but within the context
of easier-to-understand instructions. By bringing the
Chairman of the Tax Forms Coordinating Committee into
the decisionmaking process, rather than relying on the
judgment of a tax law specialist, there is a greater
likelihood that more proposed changes will be accepted.

In 1977, IRS conducted some limited tests of the 1040
and 1040A forms and instructions before they were printed.
IRS officials told us that lintited testing would also be
done under the current effort but that the details had not
yet been worked out.

Why IRS plar. fall short

IRS effort to bring better writing to the instruc-
tions is a positive step. But writing is just one way
through which the tax packages can be made more useful.
Our work demonstrates that tax expertise, writing skills,
and graphic design knowledge must all be combined to pro-
duce the most usable ax packages. Even if IRS brings
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together this expertise, we are not convinced that the
best place to do so is the organizational unit that has
been historically responsible for developing the forms
and instructions. Institutional biases are difficult to
overcome, and, given past experiences, we are not certain
that the proper trade-offs would be made.

IRS plans also fall short in that they place too
much emphasis on readability formulas to determine whether
the instructions are being made easier to read and under-
stand. While readability formulas do indicate the reading
difficulty of written material, writing experts told us
they should be used as only one indicator of such diffi-
culty. They said the ultimate way to determine under-
standability is to test the material on the intended users.

IRS plans to test only a limited amount of the tax
materials on intended users. Because it plans to rewrite
all of the 1040 and 1040A instructions in 1978, it must
limit its tests in order to use the results to correct prob-
lems before the instructions are printed in the fall. How-
ever, IRS has no plans to expand its tests in future years.
IRS believes that the time constraints faced in issuing
the tax packages do not permit extensive testing.

More extensive testing is crucial to learning if the
forms and instructions are being made more understandable.
This testing need not be done solely within the IRS April
to October cycle for updating them.
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CHAPTER 4

CONCLUSIONS AND RECOMMENDATIONS

The ultimate way to ease the taxpayers' task in fill-
ing out their returns is to simplify the tax laws. However,
much can be done to make the tax forms and instructions
more readable and easier to understand so that a greater
number of taxpayers will be able to complete their own
tax returns. Although IRS has made progress in the past
several years in terms of making the tax forms and instruc-
tions easier to understand, it has not done as much as
could be done.

IRS has not given improvement of the tax forms and
instructions adequate attention. Responsibility for
overseeing the form and instruction development process
and improving the end products resides with a committee
composed of middle management personnel from the various
organizational units in IRS. The primary focus of this
committee and of others involved in the process is on
ensuring technical accuracy. Obviously, the tax packages
have to be correct and cannot mislead the taxpayers.
But they should also be understandable to those who
must use them.

A comprehensive plan to improve the tax forms and in-
structions will require the combined expertise of indi-
viduals skilled in writing, design, and knowledge of
the tax laws. We doubt that the current organizational
structure of IRS is conducive to effectively bringing
together such a group of experts in a way that all con-
cerns are given proper consideration. The staff of
each Assistant Commissioner has particular concerns.
The staff has other duties as do the Assistant Commis-
sioners, making it difficult for them to devote the
time needed to make a comprehensive effort for improving
the tax packages pay off.

Indeed, it is difficult to identify a proper organiza-
tional setting below the Commissioner's level that could
effectively bring to bear the different talents needed to
implement a comprehensive plan for improving the tax pack-
ages that will ensure that all views are given proper
consideration. On the other hand, it is no' necessary
to reorganize IRS to improve the tax forms and instruc-
tions. What is needed is a group brought together for
a specific time to focus only on this task. They should
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report to a sufficiently high management level to ensure
that the parochial interests of each IRS office, while re-
cognized, do not dominate the final decisions as to what
should go on the tax forms and in the instructions.

The best approach would be for the Commissioner to
establish a special task force made up of appropriate IRS
staff with the authority to contract for expert assistance.
The task force should be given a set timeframe within which
to develop revised forms and instructions. It should re-
port directly to the Deputy Commissioner, who would then
be responsible for securing comments from the Assistant
Commissioners and other IRS offices on the task force's
proposals before making his final recommendations to the
Commissioner. The responsibility for final approval should
reside with the Commissioner.

Successful development and implementation of such an
effort would require time, money, and commitment. IRS
management must fix specific responsibility for the effort
and provide visible support to it. Our cost estimates
are based only on preliminary analyses and are there-
fore very tentative. They show, however, that it may only
require a one-time investment of $900,000 and recurring
annual costs of about $3.3 million or about 5 cents per tax
package in the first year to improve the readability and
understandability of the 1040A and 1040 tax forms and in-
structions. This is a small price to pay if, by spending
the money, the Government is able to convey to the taxpayers
its concern about their ability to fill out their tax re-
turns. Perhaps by spending this amount, RS will be able
to reduce by a similar or even larger amount the funds it
must spend to adequately ensure voluntary compliance with
the tax laws.

From a budget standpoint, IRS should first develop
estimates of how much i would cost to undertake a compre-
hensive effort to improve the tax forms and instructions.
After developing such cost estimates, it should determine
to what extent it could absorb the costs by reprograming
funds already appropriated to it. We would expect that any
additional funds needed to implement the task force's re-
commendations (e.g. for printing and mailing costs) would
be provided by the Congress as part of the normal appropri-
ation process.

ongoing cooperation between the executive branch and
the Congress will help ensure success of this project. Thus,
the Congress should consider holding oversight hearings
on this matter before determining the extent to which it
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should appropriate additional funds so IRS could implement
recommended changes. Moreover, continued oversight hear-
ings as the project progresses would help ensure that the
project is getting the attention and support it deserves
from the administration.

Further, IRS should build into its day-to-day proce-
dures as much of the task force approach as possible,
especially the features of combining the expertise of
writers, designers, and tax law specialists. Thus, one
of the objectives of the task force should e to recommend
to the Commissioner how the process it uses can be
institutionalized within IRS.

We are optimistic that IRS can bring about the improve-
ments we think are necessary to make the tax forms and
instructions more readable. Yet, a word of caution is
in order. It is unrealistic to expect that the type of im-
provements we are talking about can be realized overnight.
As we have emphasized throughout this report, it is essential
to develop and properly field test changes before implement-
ing them on an operational basis. Thus, IRS must be given
time to properly and effectively complete the project. One
way to possibly balance the need to produce results over
tile short term and still satisfy the long-term objectives of
the project is to have the task force consider an incremental
approach whereby it would focus first on only certain forms
and instructions, propose changes in them, and have them
tested and put into operatio. before moving on to tie next
area. IRS and the Congress may want to discuss the
desirability of such an approach before agreeing on addi-
tional funds to be spent on the effort.

RECOMMENDATIONS TO THE
COMMISSIONER OF INTERNAL REVENUE

We recommend that the Commissioner:

--Establish a special task force, made up of
appropriate IRS staff, to undertake a full-
time, comprehensive effort to improve the tax
forms and instructions. The task force should
be under the direct supervision of the Deputy
Commissioner and have authority to secure the
use of outside writing and design experts to
assist in the effort. The Deputy Commissioner
should forward task force proposals to the
Commissioner for final approval.
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-- After establishing the task force, require it,
within as short a timeframe as possible. to develop
a comprehensive plan that, among other items:

I. Details the specific improvement
goals it expects to achieve.

2. Specifies the timeframes for
achieving them.

3. Presents estimates of the cost
of the effort including a special
package for the elderly.

--Initiate action, after developing the cost
estimates, to reprogram funds already appro-
priated to support the task force's effort.
(These funds would be directed to the one-time
costs for redesigning, rewriting, and testing
the tax packages.)

--Direct the task force, as part of its effort,
to (1) recommend ways to ititutionalize
the use of a broader mix of writing, design,
and tax law experts in IRS continuous review
of tax forms and instructions and (2) focus
responsibility for approving the forms and
instructions at a high enough management
level to assure that proper balance is achieved
between tchnical accuracy and understandability.

-- Advise che Congress when the task force is estab-
lisheu and, subsequent to the submission of its
comprehensive plan, notify the Congress of its
goals, timeframe for achieving them, and the
estimated cost of the effort.

RECOMMENDATIONS TO THE CONGRESS

Because of the importance of the simplification effort
and the need for the Congiess to support it by providing
funds to implement the imprc ements, we recommend that
the Congress hold harings to review with IRS its plan
for improving the tax forms aJ instructions and the prog-
ress being made. Detailed cost estimates on printing
and distributing revised tax forms and instructions to
taxpayers could also be discussed as the project progresses.

Such a continuing dialogue should result in agreement
between the Congress and RS regarding the additional cost
per tax package that should be incurred to implement pro-
posed improvements. Thus, the Congress could better ensure
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that IRS gets the funds needed to implement the suggested
improvements.

INTERNAL REVENUE SERVICE
COMMENTS

By letter dated June 7, 1978, the Commissioner stated
that IRS agrees with the general conclusions of the re-
port and is initiating actions consistent with our recom-
mendations to make the tax forms and instructions easier
for taxpayers to understand and complete. (See app. I.)

Regarding our recommendation that IRS establish a
full-time task force directly under the supervision of
the Deputy Commissioner to undertake the simplification
effort, IRS stated it "will establish a control group of
appropriate Assistant Commissioners who will be supervised
by the Deputy Commissioner * * * ." This group will be
responsible for directing the effort. This response is
consistent with the intent of our recommendation.

However, we are concerned that certain essential
characteristics of the task force, as we envisioned it,
may not be included in the IRS approach. It is essential
that the key staff work nn this effort full time. Com-
peting demands has been ne of the problems in the past.
By having key staff devote full time to the effort, there
is also better assurance that it will be done in as short
a timeframe as possible.

One of our other concerns is that the specific in-
terests of the various IRS offices tended to dominate the
decisionnmaking process as to what went on the forms and
in the instructions. Even though the "control group" of
Assistant Commissioners will be supervised by the Deputy
Commissioner, we are still somewhat apprehensive that the
proper balance may not be achieved between technical accuracy
and understandability. Apparently the key staff working
on the effort will still report to their appropriate
Assistant Commissioners. Thus, parochial interests may
still dominate the decisionmaking process.
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APPENDIX I APPENDIX I

COMMISSIONER OF INTERNAL REVENUE

Washington, DC 20224

JUN 71973

Mr. Victor L. Lowe
Director
General Government Division
General Accounting Office
Washington, DC 20548

Dear Mr. Lowe:

This responds to your request for our comments on your
draft report to the Joint Committee on Taxation entitled
"Further Simplification of Income Tax Forms and Instructions
is Needed and Possible." We agree with the general conclusion
of your report that the Federal income tax instructions and
forms can be made easier for taxpayers to understand and
complete.

Our statistics suggest there has been progress this year
in simplification which is reflected in the decline in error
rates and increase in the percentage of returns prepared by
taxpayers without the assistance of professional preparers.

We agree that additional improvements can be made and
that outside consultants may provide useful perspective and
assistance. We also agree that a sufficient time period should
be devoted to any further simplification efforts so that pro-
posed changes can be thoroughly evaluated and tested.

Simplification is a significant priority. It is also
essential that the results be practicable from a processing
viewpoint and technically accurate. We will take all appropriate
steps to achieve further simplification within a balanced tax
administration program. Our responses to your specific recormenda-
tions are enclosed.

With kind regards,

Sincerely,

Enclosure

Department of the Treasury Internal Revenue Servlce
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APPENDIX I APPENDIX

Responses to GAO Recommendations

1. Recomnendation:

-- That the Commissioner establish a special task
force under the supervision of the Deputy Commissioner,
made up of appropriate IRS staff, to undertake a full
time, comprehensive effort to improve the tax forms
and instructions. The task force should be under the
supervision of the Deputy Commissioner and have author-
ity to secure the use of outside writing and design
experts to assist in the effort. The Deputy Commissioner
should forward the task force proposals to the Commissioner
for final approval.

-- That the Commissioner, after establishing the task
force, require it, wi'hin as short a time frame as
possible, to develop a comprehensive plan that, among
other items:

(1) details the specific improvement goals
it expects to achieve,

(2) specifies the time frames for achieving
them, and

(3) Presents estimates of the cost of the
efforts, including a special package
for the elderly.

Response: We will establish a control group of appro-

priate Assistant Commissioners who will be supervised

by the Deputy Commissioner and will be responsible for

directing the development of comprehensive plans for

simplification of tax forms and instructions, including

goals, time frames, and cost estimates. We anticipate

that outside experts will be secured to assist in the

simplification efforts. The recommendations developed

through the group will be forwarded to the Commissioner

for final approval.
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APPENDIX I APPENDIX I

2. Recommendation: That the Commissi-ner initiate action,
after dveloping the cost estimates, to reprogram funds
alread appropriated to support the task force's effort.
(These funds would be directed to the one-time costs
for redesigning, rewriting and testing the tax packages.)

Response: Simplification of the forms and instructions

is a signirlcant priority. However, the extent to which

we can reprogram already appropriated funds to this

effort must depend upon the actual cost estimates developed

and upon our evaluation of competing needs for available

resources. We will seek additional funds where appro-

priate to support this effort.

3. Recommendation: That the Commissioner direct the task
force, as part of its effort, to (1) recommend ways to
institutionalize the use of a broader mix of writing,
design and tax law experts in the Service's continuous
review of tax forms and instruction, and (2) focus
responsibility for approving the forms and instructions
at a high enough management level to assure that proper
balance is achieved between technical accuracy and
understandability.

Response: We agree. The control group will address

these matters.

4. Recommendation: That the Commissioner advise the Congress
when the task force is established and, subsequent to the
submission of its comprehensive plan, notify the Congress
of its goals, time frame for achieving them, and the
estimated cost of the effort.

Response: We will advise the Congress hen the control

group is established and will notify Congress of the

goals, time frames, and estimated costs developed through

the control group, subsequent to their approval by the

Commissioner.
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APPENDIX II APPENDIX II

Forim 1040 instructions rewritten by experts
who helped GAO
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APPENDIX II APPENDIX II.

THE USABILITY OF SELECTED INCOME
TAX MATERIALS

Prep&red for the General Accouiting Office

By the Basic Skills Group
National Institute of Education

January 31, 1978
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APPENDIX II APPENDIX II

This report summarizes our review for the General Accounting Office
of the usability of selected IRS materials. It also presents revisions
of these materials, showing how they can be made more usable. The
report is divided into five sections:

* A one-page overview

* Our critique of the original material

* Revisions of the material

v Rationale for the revisions

v An appendix showing some of the resources we used

Dr. Ramsay Selden headed the project and completed the bulk of the work
involved. Dr. Selden is attached to the Basic Skills Group as an
Education Policy Fellow for the 1977-78 academic year, under a program
operated by the Institute for Educational Leadership. He completed his
doctorate at the University of Virginia in 1977, and is engaged in a
number of studies on readability and reading instruction issues.

Susan G. Backus completed the analysis of the type faces used by IRS,
and contributed heavily to the revision of the material. Ms. Backus
works as a consultant to the Basic Skills Group, analyzing research
on typographic factors in reading. She is enrolled in the doctoral
program in reading education at Harvard University.

Dr. Thomas G. Sticht contributed the analysis of adult literacy levels as
they relate to the difficulty of the IRS material, and provided comments
on the revision of the material. Dr. Sticht is the Associate
Director of the Basic Skills Group, and is an eminent researcher on
the issues of functional literacy.

The comments and support of the staff oI the Basic Skills Group are
gratefully acknowledge.

64



APPENDIX II APPENDIX II

* WHO MUST FILE

You may not have to fls (fill out a tax form and send .- in).
Whether you must file depends on things like your age anc income.
You must file if your income is $6200 or more.
If your income is less, you may still have to file. See the rules below.
Thebe rules are for all U.S. citizens, including those under 21 years old.
They also include some people who are not U.S. citizens. (See page .)
If you do not know what income to include, see page

You must file
RULES ON WHO MUST FILE if your income is

this much or more:

SINGLE?* UNDER 65? ..... $2950
65 or OLDER? ..... $3700

MARRIED?** Husband and wife filing

op one return. BOTH of you UNDER 65? ..... $4700

ONE of you UNDER 65? ..... $5450
BOTH of you 65 or OLDER? ..... $6200

MARRIED?*** Filing a separate return. . . . . . . $750

Can be CLAIMED AS A DEPENDENT on pents' return,
and have taxable aividendr, interest,
or other ulearned income
of $750 or more? . . . . . . . . . . . $750

Qualifying WIDOW or WIDOWER
with a dependent child? UNDER 65? . . . . $3950

65 or OLDER? .... $4700

Can you EXCLUDE INCOME
from sources within U.S. possessions? ....... $750

SELF-EMPLOYED?
You must file if your net earnings from self-employment are $400 or more.

tDivo.rced, legally separated, or never married. You can file as single if
you live apart from your husbau.d or wife for all of 1977, with your
dependent. child.

**Filing a jo!nt return and livir- with your husband or wife at the end
or 1977, r a; the date of your spo se's death.

***Filing separately or not living witl your spouse at the end of 1977.

You may still want to file, even if you not have to.
You may have had tax taken out of youir pay, or you my e able to take the
Earned Income Credit.
You must file a return to get this mcuey back.
Please see the infornation for Short Form 1040A to tell whether you can use it.
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APPENDIX II APPENDIX II

* WHEN TO FILE

You should file as soon after January E as you can.
You must file by April 17, 1978.
You may have to pay interest and penlIles if you file late.
See page for Information on interest and penalties.

· WHERE TO GET FOPMS

We looked at the forms you used last year to decide what to send this year.
A bank or post office near you may have other forms or Information you need.
You can order other things you need. Use the order blank inside the back cover.

*· HOW TO FILE

Follow the guide which starts o page
If you want, IRS will figure your tax for you. See the section on the next page.

* ROUN'ING OFF

If youround off, you must do It on the whole form, unless a line or form says not to.
You may drop Amounts under 50 cents. Increase 50 to 99 cents to the next dollar.
For example, $1.39 becomes Si; $2.63 becomes $3.

* RECORDS

Records that support Incone, deductions, or credit must usually be kept for
three years after the return was due or filed. They should be kept for
two years after the tax was paid, if this is later.
Records of property cost (Includirg your home) should be kept
as long as they may be needed for the basis of oiginal ,r replacement property.
You should keep copies of your tax returns.
There is no limit on how long some records must be kept. See Publicarion 552,
Recordkeeping Requirements, and A Guide to Tax Fiblications for more information.

I TO CORRECT A RETURN

Use Form 1040X to correct a return you have already filed.

* SPECIAL SITUATIONS

U.S. Citizens Living Abroad: Generally, you must report Income earned abroad.
See page , What Income to Report. Get Publication 54, Tax Guide for U.S. Citizens
Abroad.

Death of Taxlpeer: The surviving husband or wife or the perzor,al representative
must file a return for a person who died in 1977 or who died in 1978 before he or
she filed a tax return. Procedures are described briefly on page . U Publication
559, Federal Tax Guide for Survivors, Executors, anu Administrators.

Dual Status: You must follow special rules if you were both a non-resident alien and
a resident alien (or U.S. citizen) during the tax year. These rules are shown briefly
on page . See publicatioil 519, United Jrates Tax Guide for Aliens.
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0 IRS WILL FIGURE YOUR TAX

Your income (line 31) must be $20,000 or less. ($40,000 or less if you are married
filing a joint return. $40,000 or less if you are a qualifying widow or widower.)
All of your income must be from wages, salaries, tips, dividends, interest,
pensions, and annuities.
You must take the standard deduction. You may not average your income. You cannot
use Form 2555 to subtract income earned outside the U.S.

Here is what you do to have IRS figure your tax:

1. Fill in the form through line 31. Be sure to fill in all the lines in the
name and address area.
Check Yes or No for the Presidential Election Campaign Fund question.

2. Fill in AInes 38 through 45.
Fill in 48 through 53 if they apply to you.
Fill in lines 55 and 56.
Complete 59 through 61a If necessary. Be sure to Include the necessary rms.

3. On a oint return, show your income and your usband's or wife's separately
in the space between lines 7 and 8. This wayv. we can figure your tax the
way that will be the lowest.

4. Sign your return. You and your husband or wife must both sign a joint return,
even if only one had income.
Write in the date.

5. Mail the return on or before April 17, 1978.

We will figure your tax.
We will send you a chsck if you paid too muci.
If you did not pay enough, we will send you a bill.

Note:
You may be able to take the Earned Income Credit. See page for details.
We will figure the credit for you.
Just write EIC on line 57. Also write the first name of the child who makes you
able to take the credit in the Prace on line 57.
We will also figure the Credit fr the Elderly, f you can claim it.
Use Schedule R or RP. (See page 22.)
Check the box for Filing Status and Age on the Schedule.
Fill in line 2a of Schedule R, or lines 1, 2, and 5 of Schedule RP.
Write CFE on line 39 oi your 1040 Form.
Fasten tho Schedule to your return.
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* SPECIAL STUATIONS

Death of a taxpaver

A taxpayer may have died In 1977 or In 1978 before filing a return.
The surviving husband or wife or the personal representative of the estate
must file a return for the person who died.

The personal representative can file a joint return f:
-The surviving husband or wife agrees; And
-The surviving husband or wife did not remarry during the taxable year.

The surviving husband or wife can file a oint return if:
-ite or she did not remarry during the taxable year; and
-A personal representative has not been appointed.

A joint return must include all income of the prson who died
and that of the surviving husband or wife for 1977.
Write the following statement in the signature area:

"Filing as surviving spouse".

Write the date of death In the Name and Address area.
Get publication 559, Federal Tax Guide for Survivors, Executors, and Administrators.
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Dual. tatus Tax Year (Only for people who vere non-residents for at least part of 1977.1

Use the following chart to guide you in filing a return.

Did you have Were you married riere you unmarried I Stop. Use
a dual-ettus to a U.S. resident at the Publication 519,
tax year for or itizen at the ' i end of 1977? I U.S. Tax Guide
1977? Yes nd of 197? -- - No r Aliens

No _ Yes Yes -

stop. Use a _Stop. U-se eNo you filing- a Yes :Were you a resident
Publication 519 Ijoi.t return? or citizen on the
U.S. Tax Guide (See pago ) lAst day o 977?
for Allers. Y No -

Yes No
-Use form 1040. -Ue Form 1040NR
-dark the top center -Mark the top center
"Lual status return." "Dual statue return"

-Attach a schedule (or -Attach a schedule (or
Form 1040NR clearly Forl 1040 clearly
marked "statement") to marke "statement") to
show the tax computa- show the tax computation
tion for the part of for the part of the year
the year you were a you were a resident or
non-resident.. alien, citizen.

Ned more information? 
s8e Publication 519, -- ou must itemize your deductions.
U.S. Tax Guide for Aliene -You may not use tha tax Tables.

-You may not use Schedule Z.
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* CREDIT FOR THR ELDERLY

Instructions for Schedule R--For People 65 or Older.

You may be able to take a credit which can be subtracted from your tax.
As long as you are 65 or older, the credit does not depend on your type of income.
The credit does not depend on your work experience in earlier years.

Married people must file a joint return to receive the credit, if they lived together
at any time during 1977.

Nonresident aliens may receive the credit only if:

-they are married to a resident or citizen of the U.S.; and
-they file a joint return; and
-they include all worldwide income on that joint return.

Note:

The credit is figured on Schedule R or Schedule RP. Use the rules blow
to decide which one to use.

SINGLE - ------------------- 65 OR OLDER Must use Schedule R
UNDER 65* ---- Must use Schedule RP

MARRIED, Filing separately** -- 65 OR OLDER -- Must use Schedule R
UNDER 65* Must use Schedule RP

MARRIED, F.linL Jointly**----- BOTH 65 OR OLDER - Must use Schedule R
BOTH UNDER 65* -- Must use Schedule RP
ONE 65 OR OLDER,
and ONE UNDER 65
with ir:ome from
a public retirement
program -- Can use Schedule R or RP

Important:

*If you are under 65, you nmst have in e frcm a public retirenent

program in order to take the credit. This inccme can be from your
o.n services or from the services of your deceased husband or wife.
**Married couples who lived together at any tine during 1977 must

file jointly to receive the credit.

If you can use either Schedale R or RP to figure the credit, figure it with
both Schedules. Then, use the Schedule which will give you a higher credit.
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To figure your credit on Schedule R:

(You may be having IRS figure your tax. If you also want them to figure your
Oredit for the Elderli, see page .)

Check the box for Filing Status and Age.

Line 1. Enter the initial amount for figuring your credit as shown.

Line 2a. Enter amounts for these pensions and annuities:
-Social Security (Enter the gross amount before Medicare is taken out.)
-Railroad Retirement Act (Do nor include Supplemental annuities.)
-Total payments from a matured U.S. Government life insurance endowment

contract (Do not include payments which result from the cost of
the contract.)

-Any other pensions and annuities that are not taxed.
Do not include military disability pensions.
Do not, include any aounts treated s a return of your cost.
Do not include any amounts excluded from gross income. For example, sick

pay or payments from a health or accident insurance plan.

Line 2b. Tao your Adjusted Gross Income from your Form 040, line 31.
If you are single, subtract $7500.
if you are married filing a joint return, subtract $10,000.
If you are married filing a separate return, subtract $5000.
Tac :..io half of the result.
Enter this amount on line 2b. (If this amount is or less, enter 0.)

Line 3. Add lines 2a and 2b.
Enter this amount on line 3.

Line 4. Subtract line 3 from line 1. Enter the result on line 4.
If line 3 is larger than line 1, stop here; do not file this schedule.

Line 5. Take 15% of line 4.
Enter this amount on line 5. This is your Tentative Credit.

Line 6. Enter the amount of your tax from your Form 1040, line 37.

Line 7. Enter line 5 or line 6, whichever is smaller.
Also enter this amount on your Form 1040, line 39.

Fasten tLe Schedule to your return.

Got Publication 524, Tax Credit for the Elderly, for examples and information.
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* EARNED INCOME CREDIT

If you earned less than $8000, you may be able to take a credit or special payment
up to $400.
The credit may come as a check. Or. it may be subtracted from any taxes you owe.
You cannot take the credit if you:

-Check box 3 nn Form 1040, Married Filing Separately; or

-File Form 2555, Exemption of Income Earned Abroad; or

-File Form 4563, Exclusion of Income from Sources in U.S. Possessions.

You can take the credit if you can answer "yes" to each of these questions:

1. Did you have Earned Income for 1977?7 .

Earned Income euans:

Wages
Salaries (after the Disability Income Exclusion)
Tips
Other employee compensation
Net earnings from self-employment (Form 1040,

Schedule SE, line 131

Earned Income does not include social security benefits,
welfare benefits, etc.

2. IS your Adjusted Gross Income (Form 1040, line 31) less than $8000?. C -

3. Is your Earned Income less than $80007 . I..I..

4, Did you pay more than half the cost of keeping up a home in the U.S.? 0 _J

Did you live in this home? . E
Was this also the home of your child for the etire year, except for I 

short absences such as vacation or school?

Check the statements which describe this child:*

My child was:

Under 19 years of age. (check)
A full-time student. Icheck)
My dependent and was disabled. _ (check)

Did you check any of the statements in the box above?7 .

You can take the credit if you answered "yes" to each of these questions.

If you can take the credit, use the Eerned Income Credit Worksheet on
the back of this page to figure your c-edit.

*Note: You may have more than one child who makes you able to take the credit.
These statements need only apply to one of these children.
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EARNED INCOME CREDIT WORKSHEET

(Do not file this worksheet. Keep It for your records.)
1. Total weaees salaries. tiDs. tc., from Form 1040, line 8 .........

Be sure to fasten copy B of Form W-2 to your return.
Caution: Were you under aga 65 at the end of 1977?
If so, did you claim the Disability Iicome (sick pay) Exclusion?
If you did not claim t, Include on line 1 any part of your
sick pay that you included on Form 1040, Schedule E, line 5 or
on Form 1040, ine 17. Include only amounts you received
oefore you reached minimum retirement age.

2. Disablity Income sick Pay) Exclusion from Form 1040, line 30...J-2 -

3. Subtract line 2 f-rom ine ln ... ........................ J =
4.Nt E.rnlnas Fr2m Self-KnlIovment from Schedule SE, line 13. Do

not Include any amount also nclut on line 1 shove. Do not
intlude any amounts that are not 'uded in income (such as
rental value of a parsonage or rent°, allowance for a minister.} .. M .+

5. Earned Income. Add lines 3 and 4.(If line 4 is a loss, subtract
line 4 from line 3. .. ................ ..Is the result 0 or less?

0-j: [2 Stop here. You do not have an Earned Income Credit.
6. Adlusted Grss IncMe. From Form 1040, line 31. .................

7. Amount from line 5 or line 6, whichever is larger...........o ....

S. Take iO of line 5: _.. Enter this amounr or $400, whichever
Is saller *... a.........***.. ... ..... *.se ....... **

Is line 7 $4000 or less?

Stop here. Eriter the amount on line 8 on your Form 1040,
line 57. Also, write the first name of your child who
makes you able to take the credit in the spae on line 57.
ISee the note below.)

9. Enter the amount fron line 7 . .......................

10. Subtract $4000. ....... ....... ........................ 4000

II. Enter the result here. ......... ... ........

12. TaKe IO% of line II: . Enter the result here. . ............ -_

13. Earned Income Credit.
Subtract line 12 from line 8. Enter the result here. .... ...... l3
Then, enter this amount on Form 1040, line 57.
Write the first name of the child who makes you able to take the
credit n the space on line 57. (See the note below.)

.ot.* You may have more than one child who make you able to take the
credit. You only need to nter the first name f one of the children.
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READERS DIGEST

2 ~ ~SENIOR EDLrOc Edward Zigi.er

nEASANTvILLE.NY ,o0r February 24, 1978

Dear Mr. Herrmann:

Enclosed is a layout and two sections of copy that
reflect how Reader's Digest thinks the IRS instruction books
might be revised. We have taken the two sections you singled
out as being most subject to mis-interpretation -- "Who Must
File," and "Children and Other Dependents."

As I mentioned to Mr. Romanoff on the phone, five of us
worked on these materials. Our Chief Editor, Edward T. Thompson,
rteviewed the copy that three of us on the editorial staff adapted from
the 1040 and 1040A Instructions. And our Art Director, Donald H.
Duffy, took the more demanding of the two graphics problems
presented -- the 1040A segment -- and developed the enclosed
layout. The type faces and sizes are all specified in the margins.
We think it ought to make an attractive and readable page.

iou asked u, in your January 6 letter, to explain why we
did what we have done. First, we tried to lessen the density of
technical language in the materials that IRS sends out as instruc-
tions. Words like file, deduction, joint-return, exemption and
dependent recur often, but are not clearly defined. It seems to us
they ought to be defined as they appear.

An extreme example of the divergence between IRS idiom and
common, every-day English, by the way, shows up on page two of
the 1040 instructions. Under "Earned Income Credit Worksheet,"
is the puzzling direction: "Do Not File This Worksheet -- Keep It
For Your Records." "File," here, is used in its special IRS sense
(to mail in) and not in its every-day sense (to keep for your records).
The result is more of a riddle than a sentence, and suggests the
problems that pervade these materials.
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Page Two.

Wve have worked to shorten sentences. We have triedto make parallel constructions, where possible. We have picked
concrete words in favor of abstract words, where feasible. All
of these steps, we think, simplify the written language.

Don Duffy, our art director, has specified serif type --
"a reader type," as he puts it -- and has made what we think is
imaginative use of white space and sub-heads. He recommends a
second color to highlight the critical text phrases. We believe
that this layout, combined with the text, should make it possible
for a reader, scanning these few key passages, to get the gist of
the page in a short time.

I took the first try at a revised text. Philip B. Osborne,
Digest Senior Editor, edited what I had done. Then Margaret
Furniss, Resoarch Associate, made her suggestions on our combined
version. And Ed Thompson reviewed the finished version and made
substantial additional contributions to the final product.

Hence, we have treated this just as an article might be
treated -- condensing, checking, re-checking and re-checking --
in the interests of accuracy and maximum readability.

We hope that the above tells you what you wanted to know.
We would like to add that all of us who had a hand in this enjoyed
the task. We will be happy if we have helped to simplify what has
to be one of the most dauntingj documents a citizen is obliged to
read.

Yours sincerely,

MI. Walter C. Herrmann, Jr.
Regional Manager
United States General Accounting Office
Room 865
Patrick V. McNamara Federal Building
477 Michigan Avenue
Detroit, Michigan 48226

cc: Edward T. Thompson
Donald H. Duffy
Philip B. Osborne
Margaret Furniss
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(Proposed copy for "Form 1040 General Instructions," on Page 4 of

1977 Instructions for Form 1040, Internal Revenue Service)

How to Fill Out Your Tax Report

NJobQ M LUS t enaw2Q=rme

Two things determine whether you must report your income:

1) How much you earned and 2) what "filing status" or category you fall

into.

The ules below apply to everyone. They apply to U.S. citizens

and to foreigners who live here. They apply to foreigrrs who are married

to U.S. citizens and to all who are U.S. residents at the end of 1977.

They also apply to people who file a "joint return" -- in other words, two

married people reporting their income together. (Check page 6 under "Your

Filina Status" to find out if you're better off sending in your tax report

together with your spouse. Then look at page 8 for the 22 different kinds of

income that you must report.)

76



APPENDIX II APPENDIX II

Send in a tax report if you are:

in iJtJ cl And your
_ Fo - t i ncome is

at least:
* Single egally separated,
divorced, married living
apart from your soouse for the
entire year witVl dependent
child) and:

-You are under 65 . $2,950
-You are 65 or older . 3,700
A person who can be

claimed as a dependent on
your parent's return, and have
taxable dividends, interest, or
other unearned ncome of
$750 or more . 750
O A qualifyrg widow(er) with
dependent child end:

-You are under 65 . . 950
-You are 65 or older 4,700

* Married filing jointly, living
with your spJuse at the end of
1977 (or at date of deathbT - .in 1977
spouse), and:

-Both of you are under 65. 4,700
-One of you is 65 or older. 5,450
-Both of you are 65 or

older ....... 6,200
* Married filing separately
or married but not living
with your spouse at the end of
1977 .750
* A person entitled to exclude
income from sources within
U.S. possessions .750
O Self.employed and your net earnings
from self-employment were at least $4C3.

Even if you don't fall into one of the categories above, there are two

reasons why you should send in a tax report anyway:

1) Part of your income was withheld.

2) You are eligible for the "earned-income credit" (see page 00). In

both cases, you may receive a refund. If you send ir your report only for a

refund, see Form 1040A Instructions (p. 00).
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Where to Get Tax Forms

We mail the forms to anyone who sent in a tax report last year.

Many banks and Post Offices also have forms. If you can't find one, use

the order blank on page 00 of this booklet.

How to Report Foreign Income

You lived outside the U.S. part of the year. For both U.S. citizens

and resident aliens, this means you had a "dual-status" tax year. If you

don't choose to file a oint report with your spouse, one of the next sections

applies to you:

1) If you did live in the U.S. at year-end, fill out and send in

Form 1040. Mark clearly at the top: "Dual-Status Report." Add a separate

list, showing how much you earned and how much tax you paid while living

in the U.S.

2) If you did not live in the U.S. at year-end, fill out and send in

Form 1040NR. ("NR" stands for "non-resident.") Mark clearly at the top:

"Dual-Status Report." And add a separate list, as above, showing how

much you earned and how much tax you paid while living in the U.S.
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Note: You must list every item subtracted from your income -- your

deductions -- one by one. You may not use Tax Rate Schedule Z.

If you need to know more about "Dual-Status, send for our Publica-

tion 519, United States Tax Guide for Aliens.

You are a U.S. citizen and lived outside the U.S. the entire year.

You must report your foreign income. (For details, see "What Income to

Report," on page 8.)

What To Do If a Family Tax-Payer Dies

If a person dies in 197X, or in 197Y before reporting his or her taxes,

the surviving spouse or another personal representative must still seid in the

report for the person who died.

This personal representative may be either formally appointed or

someone who has possession of the deceased's property.

The personal representative can send in a joint return for the deceased

in two instances:

1) If the surviving spouse agrees.
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2) If the surviving spouse did not get married again duri;g the

tax year.

The surviving spouse can send in a joint return alone if he or she

did not get married during the tax year.

All the income of the person who died must be reported for the year

in which the death occurred. All income of the surviving spouse must also

be eported.

If you send in a joint return: write clearly at the top of the form:

"Reportizng as Surviving Spouse." (For more information, see Publication 559,

"Federal Tax Guide for Survivors and Personal Representatives.")
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(Proposed copy for "Children and Other Dependents" section, pp. 7 & 8,

"1977 Instructions for Preparing Form 1040A," Internal Revenue Service.)

Children and Others You upport

If you support your children and they live with you, list their names

as "dependents" on line 5c. Write the total number of your children in the box

at the end of that line.

On the next line (5d), list full names of any other people you support.

Fill in the other facts about them, as well -- as shown in the headings to the

right of 5d.

You can take an "exemption," meaning a subtraction from your income,

for a dependent who was born or who died in 197X. Even a waby born alive, but

who lived only a few minutes, qualifies as a dependent.

You can claim a person as a dependent if he or she meets all the following

tests:

1) He or she received less than $750 income. This does not apply to -

child under age 19. Nor does it apply to a full-time student who was enrolled for

at least five months. (See "Students" section below for more information.)
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2) He or she received half or more of his or her total support from you.

1L you and your spouse file a joint return, this support can come from either one

of you. (If you are divorced or separated, see "Children of Divorced or Separated

Parents" on page 8.)

What is "Support?"

"Support" includes food, housing, clothing, medical

and dental care and the cost of schooling. Include items such

as an automobile or furniture if actually given to, or purchased

by, the dependent for his or her sole (?) use or benefit.

Use the actual cost of these things when figuring support.

For housing, list the fair rental value of the room(s) your dependents

occupy.

"Support" does not include income and social security

taxes, costs of life insurance or funeral expenses for a dead

dependent.

When you figure support, list all the money your dependent

received -- including social security payments, gifts and welfare

benefits.

But you need not list payments from a scholarship that your

child has won.

3) He or she did not report taxes jointly with a spcuse.
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4) He or she lived in the U.S., Canada or Mexico, or was an adopted

child of a U.S. citizen living elsewhere.

5) He or she is related to you (or our spouse, if you are reporting

taxes together). Your dependent is your...

Child (natural or legally adopted) Stepsister
Stepchild Stepmother
Mother Stepfather
Father Mother-in-Law
Grandparent Father-in-Law
Brother Brother-in-Law
Sister Sister-in- Law
Grandchild Daughter-in-Law
Stepbrother Son-in-Law

and, if related by blood,

Uncle Nephew
Aunt Niece

Or, any other person who lived in your home as a member of your family

(including a foster child) for the whole year.

Students You Support

You can list your child as a dependent if he or she is a full-time student

and meets the tests in sections 2, 3 and 4 above. This holds true even if he or

she received more than $750 in income during the year.

To qualify as a student, your child must have been enrolled at a school or
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college during any five months of 197X. Or, he or she must have taken a full-

time, on-farm training course during any five months of 197X.

School or College: This category does not include on-the-job training

courses or correspondence schools.

Farm Training: This includes only courses giv : an educational

organization or a government agency -- state, county or local.

(For more information on "Students You Support," ask for Publication 50],

"Your... Dependents. ")

Children ofDivorced or Separated Parents

In most cases, the parent who a s custody of the child takes the exemption,

subtracting the cost of support from his or her income when figuring taxes. But

there are two exceptions in which the parent who does not have the child may claim

the exemption:

1) If that paren' paid at lea.- $600 for the child's support during 197X --

and if a legal decree or written agreement specifies that one parent or the other

may take the exemption.
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2) If that parent paid $1200 or more for the child's support during 197X,

and the parent who has custody can't prove he or she paid more.

Note: A parent who has custody and has remarried may count the support

the new spouse provides.

Peopleu Supp_ct_e_d _by_ Two _or More Tax-Pa yers

If two or more tax-payers together pay more than half of another person's

support, one of them can claim an exemption, if:

1) He or she paid at least 10% of the support, and

2) He or she sends in, with the tax report, a signed Form 2120 ("Multiple

Support Declaration") fron, the other tax-payers who also paid at least 10%. This

form says that these other tax-payers will not cpim the person on their tax reports.
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Oakland Schools
2100 Pontiac Lake Road, Pontiac, Michigan 48054 Phone 313-338-101 I1

Mr. Amos Romanoff
U.S. Office of General Accounting
Detroit, MI 48226

Dear Mr. Romanoff:

I hope that the enclosed is not too late for

your efforts. i would be interested in being kept

up-to-date on how your project goes. The move toward

simplifying governmental documents seems to be on the

increase. Michigan now has a bill comprable to the

N.Y. Sullivan Law in the works, Senate Bill 1061.

I hope that it moves along toward passage in the near

future.

Many best wishes for your endeavor.

Si 

Re& ng an LXanguage Center
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PILING STATUS---- Which box to L-
Read on and decide how you should file.

we you?
Single (not married)
D1iorced.... or,
Legally separated

on December 31 ..... If so, check Single it

Married...If you wer married on December 31
check Married

Married:

Separate Returns:

You may each file separately, even if only one
had income. if you do, check box 3. If you check
box 3, you murE both use the same ways of reporting
your tax. If one lists all deductions, exemptions,
etc., the other must too.

Be sure to write your husband's/wife's full name
in the space after box 3. Also, write in their
social security number in the space for it.

You each report only your own income and are
responsible only for the tax to be paid on your
return.

If, your husband/wife does not file you may
count them as an exemption if all of the
following are true:

a. husband/wife does not file a return,
b. had no income,
c, was not someone else's dependent.

Only the person hou had income should sign the return.

Joint Returns

In most cases married couples will pay less tax
if they file ointly (together).

Husbands/wives can file ointly even if they did
not live together for the full year. If you file
Jointly the tax due must be paid; if one of
you does not pay the other may have to.
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Married: (continued)

Joint Returns

Portion of revision deleted by GAO.

Community Property States

Check with your local tax office to see if your
state has a community property tax law.
If it does, help yourself by getting Publication 555,
"Community Property and the Federal Income Tax",
from your local United States tax office.

Marrled Aliens

If you were a non-resident for all year, or for
most, but a resident on the last day of the
taxable year;
And, you were married to a citizen or resident
of the United States;

You may choose to file a oint return if you
both agree to be taxed on your oint total
worldwide income.

For extra help, please get Publication 1i,
"United States Tax Guide for Aliens".

REMEMi,ER--

If you file a J-oint return you must report all:
a. income
b. exemptions
c. deductions
d. credits

for both husband and wife.

Also, both of you must sign the return.
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THE UNIVERSITY OF MICHIGAN
LAW SCHOOL

HUTCHINS HALL

ANN ARBOR. MICHIGAN 4109

March 15, 1978

Mr. Walter C. Herrmann, Jr.
Regional Manager
United Stats General Accounting Office
Regional Office, Room 865
Patrick V. McNamara Building
477 Michigan Avenue
Detroit, Michigan 48226

Dear Mr. Herrmann:

Enclosed are the normalized version of provisions F, J, and
O from the 1977 Instructions for Form 1040 that I promised to sendalong in response to your letter of January 6, 1978. All of the
changes made in these provisions were aimed at making the logicalstructure of each provision more apparent end more uniform. The
most reliable test of whether these changes make the provisions
more understandable is, of course, an experiment with some sample
readers. My own intuitions are that the logical structure of thesethree provisions was already quite apparent and uniform relative
to some of the provisions of the Internal Revenue Code and other
statutes that I have worked with. My hunch is that the problems
that these provisions have given taxpayers in preparing theirreturns have been due to aspects that have not been dealt with in
the provisions in deference to considerations for being brief.
If you are interested in having such an experiment designed and
conducted, I shall be happy to discuss with you the arrangements
for doing so.

"Readability formulas" cust narily measure the "reading level"
of text by the number of syllables in the words used and the numlnbr
of words in the sentences. Advocates claim that shorter sentences
made up of shorter words are more understandable. I believe that
the claim is only partially true. To the extent that sentences
are shor-t, it tends to lessen the probability that there will be
inadvertently incorporateL ambiguity in the within.-sentence syntax
of the sentences. But there is a tradc-off. To t:he extent that
there are more of the shorter sentences, it increases the likli-
hood of inadvertently incorporated ambiguity in t he btween-sento';cc
syntax -- what I have called the 'logical structure' above and what
C;-ilcr refer to as 'discourse syntax o1' 'architectlre' tIon often,
it i: Lhis more global level, syntax thaL is handlled badl): and creates
pr' l1:,, for reade:s in unlerstlanli wi7lt is meant. ': its themosr-s overlocked aspect of tte current effoit.: t(> achitev w;ting

I! "!,'';nI:l En: ish. It is the aspect t a t my 'Ilc.l,'j:ll. <i (:l)t

t'i,'il:'[rl''lS aiL:L.:mnpt to deal with and eirphasize . 1qiethleer such emphlasisi; d 'u.. (x'ill l[: o yl truly be :tFl.ncl ouC w n those ngigc; :in 'LIIchI
v :;":: r;( ti(I clarify Iegtl dr;afting ake i) to the fet that "common
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Mr. Walter C. Herrmann, Jr.
Page 2

sense" and intuition are not jilone sufficient guides. The most
powerful intellectual tool ever achieved by human effort is relevant
for this endeavor; I refer to scientific method. When it begins
to be used and relied upon rather than the special pleadings of
those with an ax to grind, genuine progress in this difficult area
will begin. Until then we are likely to retread in familiar cycles.

If there is anything further that I can do to be of assistance,
please let me know, and I will do what I can.

Sincerely yours,

Layman E. Allen
Professor of Law &
Research Scientist

LEA:pac

Enclosure

GAo Note: The normalized system utilizes logic techniques to
provide a better flow to legal communication. The
system makes only minor changes in the language.
Two sections of the Internal Revenue Code and parts
of the instructions for Schedule D (Form 1040) expressed
in normalized style follow.
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NORWiLIZED VERSION OF SECTION 354
EXCHANGES OF STOCK AND SECURITIES IN CERTAIN REORGANIZATIONS.

IF
a 1. stock or securities in a corporation a party to a reorganization are, in

pursuance of the plan of reorganization, exchanged solely for stock o.
securities in such corporation or in another corporation a party to the
reorganization, AND

Nb 2. A) 1. the prinicpal amount of any such securities received does not exceed
the prinicpal amount of any such securities surrendered, AN)

Nc 2. It is not so that both (a) some such securities are received and (b)
no such securities are surrendered, AND

Nd 3. A) the plan of reorganization is not one within the meaning of
section 368(a)(1)(0), OR

e B) 1. the corporation to which the assets are transferred acquires
substantially all of the assets of the transferor of such
assets, AND

f '2. the stock, securities, and other properties received by such
transferor, as well as the other properties of such
transferor, are distributed in pursuance of the plan of
reorganization, OR

Wg B) 1. whether or not the plan of reorganization is one within the meaning
of section 368(a), AND

h 2. the plan of reorganization is for a railroad and is aproved by the
Interstate Commerce Commission under section 77 of the Bankruptcy
Act, or under section 20b of the Interstate Commerce Act, as being
in the public interest,

THEN
i 3. no gain or loss shall be recognized.

X ~ wi

Pathways aNbNcNd-)
aNblcef-+
ah-~
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NORMALIZED VERSION OF SECTION 357
ASSUMPTION OF LIABILITf

IF
a 1. the taxpayer receives property which would be permitted to be received under

section 351, 361, 371, or 374 without the recognition of gain if it were the sole
consideration, AND

b 2. as part of the consideration, another party to the exchange assumes a liability of
the taxpayer, or acquires from the taxpayer property subject to a liability,

THEN
3. IF

Nc A. it is not so that taking into consideration the nature of the liability and the
circumstances in the light of which the arrangement for the assumption or
acquisition was made, it appears that the principal purpose of the taxpayer with
respect to the assumption or acquisition
* was a purpose to avoid Federal income tax on the exchange, or
e was not a bona fide business purpose,

THEN
B. IF

Nd 1. A) it Is not so that to the exchange
* section 351 applies, or
* section 361 applies by reason of a plan of reorganization within the

meaning of section 368(a)(1)(0), OR
Ne B) it is not so that the sum of the amount of the liabilities assumed, plus

the amourt of the liabilities to which the property is subject, exceeds
the total of the adjusted basis of the property transferred pursuant to
such exchange, OR

f C) section 371 or 374 applies,
THEN

g 2. such assumption or acquisition shall not be treated as money or other
property, and shall not prevent the exchange from being within the provisions
of section 351, 361, 371, or 374, as the case may be, AND

C. IF
d 1. to the exchange

* section 351 applies, or
e section 361 applies by reason of a plan of reorganization within the

meaning of section 368(a)(1)(0), AND
e 2. the sum of the amount of the liabilities assumed, plus the amount of the

liabilities to which the property is subject, exceeds the total of the
adjusted basis of the property transferred pursuant to such exchange, AND

Nf 3. it is not so that section 371 or 374 applies,
THEN

h 4. such excess shall be considered as a gain from the sale or exchange of a
capital asset or of property which is not a capital asset, as the case may be,
AND

4. IF
c A. taking into consideration the nature of the liability and the circumstances in

the light of which the arrangement for the assumption or acquisition was made,
it appears that the principal purpose f the taxpayer with respect to the
assumption or acquisition
* was a purpose to avoid Federal income tax on the exchange, or
* was not a bona fide business purpose,

THEN
B. such assumption or acquisition (in the total amount of the liability assumed or

acquired pursuant to such exchange) shall, for purposes of section 351, 361,
3/1, or 74 (as the case may be), be considered as money received by the taxpayer
on the exchange, AND

(continued)
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,cont ted)

. IF
A. in a suit or proceeding the burden is on the taxpayer to prove such assumption or

acquisition s not to be treated as money received by the taxpayer,
TNEI
B. thie burden shall not be considered as sustained unless the taxpayer sustains

such burden by the clear preponderance of the evidence.

146t I AM

a- bC.
t~'T:i'.F Irtklrp·CT~f /b~~lC f i '1 o., m/ mOL~~~ruS 1D *·r AAn1 A N. C

.......r~ ~c~;~tu I~ kil I I -- ~ OJ '""me
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k

Pathways: ahNcNd-* abNcdeNf-~
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F. COST OR OTHER BASIS, AS ADJUSTED. From the Schedule D ins.ructionjs
1. Ir general, :!iis means cost (or other basis as explained in provision 2),

less appli .,b!e depreciation (allowed or allowable), amortization,
depletion, etc.

2. IF
A. you acquired the proper.- y equest, gift, tax-free exchange,

involuntary conversion, or wash sale of stock,
THEN
B. you may need to use a basis other than actual cash cost, AND
C. IF

1. you do not use actual cash cost,
THEN
2. please attach an explanation of the basis used, AND

D. IF
1. the property is acquired by gift before January 1, 1977,
THEN
s. the basis of that property generally is the basis of the property in

the hands of the donor plus any gift taxes paid on the gift, AND
E. IF

1. the property is auired by gift after December 31, 1976,
THEN
2. only the gift tax attributable to the appreciation in value at the

time of the gift is added to the basis of the property in the hands of
the donor. (Please see section 1015), AND

F. IF
1. the property is acquired from or passing from a decendent,
THEN
2. IF

A. the decedent died before January 1, 1977,
THEN
B. the basis of that property will generally be the fair market

value at the date of death, AND
3. IF

A. the decendent died after December 31, 1976,
THEN
B. the basis of that cacryover basis property wil generally be the

decendent's basis immediately before his or her death, adjusted
for certain items such as Federal and State estate taxes paid by
the estate attributable to the appreciation in the property,
(Please see section 1023), AND

G. IF
1. a charitable deduction is allowed because of a sale of property to a

charitable organization,
THEN
2. the adjusted basis for determining gain from the sale is an amunt

which is in the same ratio to the adjusted basis as the aount
realized is to the fair market value of the property.

3. For additional information, please get Publication 551, Tax Information on
Cost or Other BasIs of Assets.

F1.
2 - A -- B

E >--1 -- 2
F )--1 -l 2-- A ~ B

-3>- A - B
G - 1 - 2.

'-3.
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J. "TAXABLE INCOME AS ADJUSTED". From the Schedule D instructionsi. A separate calculation may be needed to
determine "taxable income, as adjusted."

2. IF
A. you know you have more than $2,000 of

tax table income ($1,000 if married
and filing a separate return) after
excluding:
(1) gains or losses from the sales

and exchanges of capital assets,
and

(2) your zero bracket amount, that is
(A) $2,200 if filing as a single

person or an unmarried head
of household, or

(B) $3,200 if married filing
jointly or a qualifying
widow(er) with dependent
child, or

(C) $1,600 if married filing
separately,

THEN
B. you can skip this separate

calculation -- it is not required,
AND

C. you should enter on line 16b the
smaller of:
(1) the amount of the loss shown on

line 16a or
(2) $2,000 ($1,000 f married and

filing a separate return).
3. IF

A. you do not meet the 2A requirement
above,

THEN
B. you need to make a separate

calculation to determine "taxable
income, as adjusted," AND

C. you should do so a follows:
1. determine tax table income (Form

1040, line 34) without regard to
gains or losses from sales or
exchanges of capital assets, AND

2. reduce that amount (but not below
zero) by your zero bracket amount
of $2,200, $3,200, or $1,600,
depending on your filing status
(see 2A above).

1.

2 >--- A -- [ B

3-- A -

C2.
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O. SALE OF PERSONAL RESIDENCE. [From the Schedule D instruction3
IF
1. you sell your principal residence,
THEN
2. IF

A) you purchase . other principal
residence and use it as such within 18
months before the sale or within 18
months after it, OR

B) you begin construction of a new
principal residence before the sale
or within 18 months after it and use
it as such not later than two years
after the sale,

THEN
C) tax on part or all of the gain from

that sale must be deferred, AND
3. IF

A. you, sold your home for $35,000 or less
on or after your 65th birthday, AND

B. you owned and used it as your
principal residence for at least five
of the last eight years,

THE 
C. any gain on the sale need not be

included in income, AND
4. IF

A. the property was sold for more than
$35,000,

THEN
B. you may have to report part of the

gain as income, AND
5. IF

A) you purchase a qualifie,.' replacement
residence, OR

B) you are 65 or older,
THEN
C) Form 2119 may be uses to repor

sale of your personal residence, AND
6. please get Publication 523, Tax

Information on Selling or Purchasii:g
Your Home.

-- I 2---CB-

- 3 -A -- B -C.

- 4 A --- ,B.

-A-
-5> -SC.

-B-

-6.
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Scott, Foresman and Company 1900 East Lake Avenue Glenview, IlIlnois 60025 312 /729-3000

Richard L.Smith
Senior Vice-President, Editorial

March 7, 1978

Mr. Walter C. Herrmann, Jr.
Regional Manager
United States General Accounting Office
477 Michigan Avenue
Detroit, MI 48226

Dear Mr. Herrmann:

Enclosed you will find our first rough draft of the edited sections
of the Federal Income Ta: Form 1040.

We have (1) simplified a few of the term,- and (2) tried to give the
reader the instructions one small step at a time. We have discovered
the one-step-at-a-time method makes the instructions longer but easier
to understand. Most people can follow instructions if those instructions
go from "A" to "B" to C." In general, the instructions in the tax forms
are so condensed, they go from "A" to "C."

Thank you for your understanding regarding the deadline for these
materials and we hope the delay did not prove a hardship. We appreciate
being invited to participate in this cooperative venture of government
and business.

Sincerely,

Richard L. Smith

RLS:pw

enc 1
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WERE YOU MARRIED AND LIVING APART FROM YOUR HUSBAND OR WIFE?

Some married persons can consider themselves as Single

or as Unmarried Head of Household and file their income tax

returns under those categories if they meet certain tests.

If you can meet those tests you will have lower tax rates,

you may be able to claim the earned income credit and you

may be eligible for other benefits. Under these categories

you do not have to separately list your deductions if your

spouse lists his or her deductions. I is possible for
LivS n nd r w i2.

you and your spouset file your income tax returns under

these categories if both of you meet the required tests.

You can file your income tax return under the category

Single and check box 1 if you meet all of the following tests.

(1) You file your own income tax return.

(2) You paid more than half the cost of keeping up your

home in 1977.

(3) Your spouse did not live with you at any time during 1977.

(4) For more than six months of 1977, your home was the

main home of your child or stepchild if you can

claim that child or stepchild as a dependent.

If you meet tests (1) through (4) above you also may

be eligible to check box 4 for Unmarried Head of Household.

Please see the following instructions to see if you can

consider yourself Unmarried Head of Household.

WERE YOU AN UNMARRIED HEAD OF HOUSEHOLD?

There are special tax rates for a person who can meet the tests

and file their income tax returns under the category Unmarried

Head of Household. These rates are more favorable than the rates

for Single or Married Filing Separately.
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You may use this filing status ONLY IF on December 31, 1977,

you were married (including certain married persons living apart)

or legally separated and could meet one of the following tests:

(1) You paid more than half the cost of keeping up a home

which was the main home of your father or mother and

you can claim your father or mother as a dependent.

You do not have to live with your father or mother to

claim them as dependents.

(2) You paid more than half the cost of keeping up your

home which, except for temporary absences for vacation,

school, etc., was lived in all year by one of the following:

(a) Your unmarried child, grandchild, foster child or step-

child even if you cannot claim that person as your

dependent.

(b) Any other persen listed in (5) (a) under LINES 6c and

6d--CHILDREN AND OTHER DEPENDENTS on page 8, whom you

can cl&im as a dependent provided he or she is not your dependent

under a multiple support agreement (this is where two

two or more taxpayers supported the relatives and no

one gave more than half the supnort).

NOTE: If you are claiming the filing status of Unmarried

Head of Household please write the person's name who makes it

possible for you to claim this status in the space provided

after box 4. If more than one person makes it possible for

you to claim this status, you need write only one person's name.

If you were married to a nonresident alien, you may be able

to claim the Unmarried Head of Household status under certain

circumstances. Consult an IRS office for more information.
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WERE YOU A QUALIFYING WIDOW OR WIDOWER WITH A DEPENDENT CHILD?

If so, you may still be able to use oint return tax rates

for 1977 and use Tax Table B or Tax Rate Schedule Y.

If your husband or wife died during 1976 or 1975 and you

did not remarry before the end of 1977, you can file a return

for 1977 showing only your own income, exemptions, dductions,

and credits, and you can figure your tax at joint return rates

if you meet all of the following tests:

(1) You could have filed a oint return with your spouse for

the year your spouse died. Whether you actually filed

jointly does not matter.

(2) You had living with you (except for temporary absences

for vacation and school) a child or stepchild you can

claim as a dependent.

(3) You paid over half the cost of keeping up the home

for this child for the entire year.

Check box 5, QUALIFYING WIDOW(ER) WITH DEPENDENT CHILD,

and give year of your spouse's death in the parentheses. Do

not claim an exemption for your spouse. You can claim the

exemption only for the year your spouse died.

If your spouse died in 1977 and you did not remarry, read

WERE YOU MARRIED OR SINGLE? on page 6. If your spouse died

before 1975, read WERE YOU AN UNMARRIED HEAD OF HOUSEHOLD?

Otherwise you must file as Single.

100



APPENDIX III APPENDIX III

Letter dated April 20, 1978, from the
Chairman, Tax Forms Subcommittee,
Federal Tax Division, American Institute
of Certified Public Accountants
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PA ;C2A Ainericar Institute of Certified Public Accountnts
1620 Eye Street, N.W., Washington, D.C. 20006 (202) 8728190

April 20, 1978

Mr. Richard L. Fogel,
Associate Director,
U.S. General Acccunting Office,
Room 1708,
1111 Cdnstitution Avenue, N.W.,
Washington, D.C., 20224.

Dear Mr. Fogel:

Enclosed, at long last, is the report of the Tax Forms Subcomittee of
the AICPA Federal Tax Division on its review of the draft of recommended
revisions of certain parts of the Form 1040 instructions.

On March 23 and April 4, 1978, Anthony Aasia of your office submitted several
additional sections for our review. Now that Aril 17th is behind us, I am
circulating these among our subcomittee members and will send you our
comments as soon as possible.

I trust that our comaents will be useful to you and the Joint Committee on
Taxation.

Sincerely yours,

a.l BravermanSB:em
Chairman, Tax Forms Subcommittee
AICPA Federal Tax DivisionEnclosures

c-c with enclosures -
Mr. Arthur Dixon
Mr. Kenneth Thomas
Mr. Roger Miller
Members, Executive Comnittee
Members, Tax Forms Subcommittee
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raCftA American Institute of Certified Public Accountants

FEDERAL TAX DIVISION

of the

AMERICAN INSTITUTE OF CERTIFIED PUBLIC AOUNTANTS

COMMENTS ON

RECOMMNDATIONS FOR SIMPLIFICATION OF

FORM 1040 INSTRUCTIONS

Submitted to the
Unit.d States General Accounting Office

April 19, 1978
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FEDERAL TAX DIVISION

of the

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

Arthur J. Dixon, Chairman John W. Gilbert, Vice-Chairman
Oppenheim, Appel, Dixon & Co. Haskins & Sells
New York, N.Y. New York, N.Y.

Kenneth F. Thomas, Staff Director Roger L. Miller, Staff Manager
AICPA AICPA
Washington, D.C. Washington, D.C.

TAX FORMS SUBCOMMITTEE

Saul Braverman, Braverman, Codron & Co. ~vi-rly wlls. Calif.
Chairman

Ronald B. Cohen Ronald B. Cohen & Co. Cleveland, Ohio

William A. Cook, Jr. Andrews, Burket & Co. Roanoke, Va.

John F. Edgar, Jr. Windham, Brannon, Cashin & Duval Atlanta, Ga.

Robert B. G]isson Waller & Woodhoulse Norfolk, Va.

Robert L. Johnson Mauldin & Jenkins Albany, Ga.

Charles W. McCaskill Alford, Meroney & Co. Dallas, Texas

John W. Puckett Gerhardt & Puckett Amarillo, Texas

Max R. Snson Galusha, Higgins & alusha Missoula, Montana
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FEDERAL TAX DIVISION

of the

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

REVIEW OF GAO RECOMMENDATIONS FOR SIMPLIFICATION
OF FORM 1040 INSTRUCTIONS

GENERAL COMMENTS

1. The major "graphics" problem with the present format of the instructions
would appear to be the division of each page into three columns. This arrange-
ment seriously limits the use of highlighted tabular presentations that can
be easily scanned and absorbed by the average taxpayer. We endorse the
proposed revisions which eliminate the three columnar format.

2. It should be recognized, however, that the "spreading out" of the instructions
will increase the number of pages (and the cost) required for printing the
instructions.

3. The overall cost of printing more useful instructions can actually be reduced
by not sending complete booklets of tax forms and instructions to those tax-
payers thatc indicate they do not wish co receive them. Attached as Exhibit A
is a copy of page 1 of Califcrnia Form 540, Individual Income Tax Return.
Please note the item just above the signature line which permits the taxpayer
to designate that he does not need tax forms for next year. Also attached as
Exhibit B is a copy of the related instructions which indicate that the computer-
prepared label will be sent attached to a postcard. The tax return computer
services are programed to X in this box unless requested not to. Obviously,
the cost of postcard is much less than full booklet which ends up being
thrown away either by the taxpayer or his tax return preparer.

4. Further printing costs can be saved by eliminating detailed instructions that
have limited applicability nd referring taxpayers to special IRS publications
that deal with these subjects. or example, the present IRS instructions handle
the subject of "U.S. Citizens Living Abroad" in this manner. On the other hand,
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the present eneral Instructions o into great detail regarding the subjects of
"Dual-Status Tax Year" and "Death of a Taxpayer", both of which apply to very
few taxpayers. The GAO draft eliminates those details from the General
Instructions and refers the taxpayer to the appropriate IRS special publications.
This approach should be considered in the technical areas of the instructions
as well.

5. In some cases, we feel the text of the present instructions is better than the
proposed revisions, especially if full-page graphics were to be used.

6. The use of caps and underscoring in typed drafts will have to be converted to
comparable printing type values. Perhaps a coded cross-reference from typing values
to printed values can be developed.

7. Since different sections have been drafted by different persons, the style of
writing - and more particularly graphics - varies considerably. This is a
problem the IRS has experienced as well and would require a major overall
editing effort to mitigate.

8. In general, the major problem with designing simplified tax forms and
instructions is that the law itself is so complex. We therefore urge continued
efforts to simplify the law as the best means of simplifying the forms and
instructions.

SPECIFIC COMMENTS

A. WHO MUST FILE

1. Enclosed as "Exhibit C" is a revised format for this section which we believe
to be simpler and clearer than the GAO proposed revision.

2. The use of two separate columns for "under 65" and "65 or older" enables the
taxpayer to more readily focus on the threshhold limitations applicable to
him.

3. All basic classifications, as well as special situations, are clearly
highlighted by using underscored caps (which probably would be presented as
bold type when printed).
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4. Also enclosed as "Exhibit D" is page 4 of IRS Publication 17, '"Your Federal
Income Tax" which deals with this subject in "flow chart" form. LIthough

not quite as complex as the HEW organizational chart, it does appear to

be too much of a "maze" to be considered an effective simplification

tool, i.e., it would probably scare off the average taxpayer.

B. WHEN TO FILE

1. We agree that it is more logical to place this section before the section

on "Where to Get Forms."

2. The revised wording and graphics are better.

C. WHERE TO GET FORMS

1. We believe the existing instructions are more informative than the proposed

revision and can be readily understood by the average taxpayer.

D. HOW TO FIE

1. We see no need for this section since the "Guide for Preparing a Return"
is prominently visible o;- the next page.

E. ROUNDING OFF

1. The proposed revision conveys the message in a simplified form and is,
therefore, preferable.

F. RECORDS

1. Neither the pLesent heading of "Record-keeping" nor the proposed revised

heading of "Records" is properly descriptive of the subject. The heading

might better read "olding on to Records" or "Retaining Records."

2. It is recommended that this section be revised to read as follows:
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"Records that support income, deductions or credits should be kept until
the latest of the following dates:

. Three years after the filing of the return
* Three years after the due date of the return

Two years after the tax was paid

Records regarding property you own should be kept after you sell the
property for the same period of time shown above. The information to
be kept includes:

The date you acquired the property

· How much it cost you

How much you spent for additions or improvements to the property

If you sold a previous residence and delayed reporting all or part of
the gain on that sale by buying a new residence, you must keep all of
the records on the previous residence for the same period of time as for
the new residence.

You should also keep copies of your tax returns

Order a copy of Publication 552, Record-keeping, for more information."

G. TO CORRECT A RETURN

1i. The heading might be improved by changing it to:

"HOW TO CORRECT A RETURN"

H. SPECIAL SITUATIONS

1. Grouping these items under this single heading should keep most taxpayers
from wasting time looking at these items.

2. We agree with the deletion from the General Instructions of most of the
details of the present instructions regarding "Death of a Taxpayer", since
the situation has limited applicability.

3. The same comment applies to the proposed elimination of the details regarding
"Dual Status", an even rarer circumstance.
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I. IRS WILL FIGURE YOUR TAX

1. The only circumstance under which a taxpayer for whom the IRS will figure

the tax will be filing Form 1040 rather than Form 1040A is one in which

the taxpayer has pensin and annuity income but does not itemize deductions

or use a special method of computing his tax.

2. The IRS instructions are not clear as to whether the "tax figuring" service

applies only to fully-taxable pension income or all pension income, including

pensions that are partially excludable and therefore reportable on Schedule E.

3. One of the purposes of high "zero bracket amounts"and integrated tax tables

was to make it easy for the 1040 filer to figure his tax himself.

4. The odds are very great that it would take a Form 1040 filer less time to

figure his tax than to (a) figure out if he were eligible to have the IRS

figure it for him and (b) make the special notations for Earned Income

Credit and/or Credit for the Elderly.

5. It is therefore recommended that "Simplification" would be best served by

eliminating the IRS tax-figuring service for 1040 filers. (In this

connection, the IRS should have statistics on how many 1977 1040 filers

requested the IRS to figure their tax.)

6. In the event the above recommendation is not acceptable to the GAO or

IRS, there is enclosed as Exhibit E, a letter dated March 8, 1978 from
John F. Edgar, Jr. setting forth recommendations for improvements to these

instructions.

J. DEATH OF A TAXPAYER

1. We agree that the detailed instructions on this matter should be removed

from the General Instructions.

2. The proposed revision appears to be technically correct and is easier to

read and understand.
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K. DUAL STATUS TAX YEAR

1. We agree that the detailed instructions on this matter should be removed

from the General Instructions.

2. The proposed flow-chart is not too complex for the average taxpayer to

follow, provided that it is preceded by brief instructions on how to use

it by following the arrows.

3. It is luite likely that most taxpayers in this status will either be very

sophisticated and seek assistance in preparing their returns or will be

so unsophisticated as to not even recognize the problem even if they took

the trouble to read the instructions, which is most unlikely.

L. CREDIT FOR THE ELDERLY

1. Schedules R and RP and the related instructions are illustrative of the

need for simplification of the law in order to achieve simplification of

the forms and instructions.

2. The proposed GAO version of the Schedule R instructions appear to be

technically correct as far as they go. They certainly are much shorter

and the revised graphics make them easier to follow.

3. However, they also are misleading in that they fail to point out that the

taxpayer's credit is limited by the amount of social security received

and by the level of adjusted gross income. These limitations should be

charted in the revised instructions.

M. TO FIGURE YOUR CREDIT ON SCHEDULE R

1. The general-instructions on the existing form itself C'schedules R & RP -
Credit for the Elderly") under the heading "Important" appear to be quite

.lear.

2. The graphics for the "Schedule R" portion of the form also appear to be

quite good and the wording of the line items quite clear.
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3. Both the present IRS instructions for "Figuring the CrediL" and the

proposed GAO revision take up a great deal of space merely repeating

what is shown on the form, thus obscuring the portions of the instructions

which are truly explanatory of items on the form itself.

4. It is recommended that the instructions in the booklet be limited to those

items that add to or explain what is already on the form, such as:

a. "Single" filing status:

The "Single" category includes (i) an Unmarried Head of Household

or (ii) Qualifying Widow or Widower with a Dependent Child.

b. Line 2 a.

(The present IRS instructions appear to cover the subject well.)

N. EARNED INCOME

1. Although the GAO revision provides for a more detailed step-by-step

qualification test procedure, it does not seem to be a sufficiently

significant improvement over the present IRS instructions to warrant

devoting two pages to the instructions and worksheet which now appear on

a single page.

2. The present IRS instructions for this item are better than most of the

instructions since they are spread out across the page rather than being

squeezed into the typical three-columnar setup.

3. As to the GAO proposed revisions, we have the following suggestions:

a. The words "Line 57" should be inserted before the first sentence

of the text or after the heading, e.g., EARNED INCOME CREDIT-Line 57.

b. In the first sentence, the words "receive a" should be inserted

before the words "special payment".

c. On the second line of 1. of the Worksheet, change the words

"Form W-2" to read "Form(s) W-2".
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APPENDIX III APPENDIX III

RESIDE.T 
TAXADLE YEit

;<tii o INDIV!DUAL INCOME TAX ht iIlI 
iCE PREADDRESSED LABEL HERE, if available. Check l Calendar Yearrrect lobel if ncee.ssrry) One n' fiscal Year ndin - 197S
AHE (If ioint retvern. i Alt .om.. ord initiol, of both) LAST NAME FOR PRIVACY E rOtNSnctriONSEE PAG 2 OF hNSTRLCTIONS

Y'ur Social Se-hu l,,r
RESENT HOME ADDRESS (Numb.r ond ireecl. includi.a opartlment numbor, or rrl route)

SpoUi's Social Security guNmar
tY. TOWN OR POST OF FICE, STATE AND ZIP CODE 

0 -PATION sse
1 ] Single (Check Only One) 6 Personal f line I or 3 checed enter 25 

2 Married filing joint return (even i only one had income) r If line 2, 4 or 5 checked, enter 50 . 6 .......
3 0I Separate return of married person-Enter spouse's youDep as head of houlisehold. Enter a and r theela erip.social security number and full name here * 

4 l Head of Household-Enter name of qualifying personber 
(nit yourselD Total Number . x 8· 17 .....nt yourselnfl-- g> 6 Blind (refer to instructions) Number of blind exemptions _ x 8 8 0"5 n Widow(er) with dependent child (Year spouse died 197._) 9 Total exemption credts (add lines 6, 7 and 8) Enter here and on line 20 9 i:

10 Wages. salaries, tips and other employee compensation Atach copy 2 o If F rl) 2 to face of t i olrn. II n..l ie, see insruction. pose 4 0 1 --------- J--11 Interest Enter total (it over S00O, complete and attach Schedule (5401) . .II ......
_ 12 Dividends--before federal exclusion. Enter total (if over $400, cor:plete and attach Schcdule B540)) . 12......

13 Income other than wages, dividends ard interest (from line 44) . .. 13Er 14 Total (add lirnes 10 thru 13) .. 14_i15 Adjustments to income (from line 52) ................ 15c: 16 Adjusted grcss income (subtract line 15 from line 14) .... . 16
; If you 00D LOT itemize deductions AND line 16 s under $15,000 do rot complete lines 17 and 18. Find Tax in Tax Table

r. and enter on line 19. If you itemize deductions or line 16 is $15.COO or more, complete lines 17 and 18.
o^ 17 Dteductions: Itemized (from line 60) OR STANDARD (1,000 if line or 3 checked-$2,000 if line 2 4 or 5 checked) . 17"8 Taxab" l Income (subtract line 17 from line 16) Compute tx from Ta Rate Schedule-Enter tax on line 19 . 18 .

19 Tax from (chec, one) Tax Tble Tan Rate Schecule U income Averaging Shedule (G or G-II E .o .0 19.3 20 Total exemption credits I(from line 9, above) . . .
......20 ....21 Tao liability Isib'ract line 20 rom line 19-if line 20 is greater than line 19. enter zero) . . 2122 Other credits (from line 66-including Special Low Income Tax Cred.t . 02223 Net taxr libility (subtract line 22 from line 21-i line 22 is greater then ie 21, enter zero) . .23.......24 Other taes l(frcm line 69). ..24

25 Total ta tIiOt:Yi (add lines 23 and 24) 25
Renter's crcr.t-if you hvcd in rnled property on tar:ch 1, 197/, co:mplcte Part VI on p: e 2 26 ............
Excess Cahlornia SD1 tax withheld see instructions, paEe 10) 27 ..........

28 1977 Ca;orlia oestimatcd t p ents (see iructns, Cage . 28 ..............29 Total Calilornia income tax withheld (attach W2 or W-2P to Iace of this return) 29
30 Total (andJ l,rs 26 thtu 29! 

30|..
31 It line 25 i iLjer than line 30, enter BAtLAC[ DUi. f line 25 is ecal to line 30, enter zero,

Mail retlun to: FRANCHISE IAX EOARD PAY IN ULL ' 31SACRAIMEtO, CA 95867 Do t Wfl[ in thes port
32 If line 25 is smaller than ne 30, enter amount VRPAID . 3.2 ......
33 Amount of hne 32 to be REFUN:DED TO YOU. Ao;v at lhst six weeks. 

Mail return to: FRANCHISE TAX BOARD 33 EP.O. BOX 135;0 MSACRAMENIO. CA 95813
34 Amount of line 32 to be credtcd on your 1978 SI.AATD TAX E234 R
i you do not rd State inc rlle tax forms and Inslru11ons mailed to ::u nexlt year, See instructions p:e I0. recki here L
Undtr p nolr.. of p driur.y I dclr, thIr I ho. l.am;ned this retrn, including occomponying srlchad.ue anod rtel ons,. nd to the best of my knol.dge and b.lil it isl u. orrdre, and ompit. Decloroetio o Fpaorr other than opoecr) if otead on 11 nlornoatin o which preporte h.ot ay &nowltdge.

1Prea 't ,;rts S (tur. her the t.yt ,) Dat SIGN -* ye ,..a Date

H,-ERE ,,r . -- ,,-AdIenu (ace Oi, r.) HERE e,t ., ,;i,,t.-.lt o;i,. a ,los tta,. .a.
Yoir elephone Number I

112



APPENDIX III APPENDIX III

Page It0 540 IISTRUCTiONS

Filing a Return for the Renter', Credit Only If you and your spouse filed SCparate eslimated tax drcl rations forIf you are not required to file a return use you do not meet the 1971 and you elect to tile a joint rIncoie tax return for tie year, enterIf you are not requird to file a return he use you do not meet Ihe on this line the totl of the amounts ptd on the 3eparate declarations.filing requirements and you are filing a re(urn only for the purpose of Follow the above instructions even if one spouse has died.receiving the renter's credit, you should:
1. Use the preaddressed label for the name and social security number LINE 30-Ttalinformation. If the label is not available, pease print your name(s).

address and social security number(s) in tho appropriate spaces on PleasI be sure thatLForm 540.
2. Complete applicable filing status, lines I through 5. Form 540. 1. The Renter's Credit is entered on line 26.3. Enter your adjusted gross ncome for the taxable year on line 16, 2. The excess SDI payments are entered on line 27.Form 540. 3. The estimated t payments are entered n ine 28.4. Enter $37 (Renler's Credit) on lines 26 and 33 and complete Part VI 4. The ta withheld is ymentered on ine 29.on page 2 of Form 540.
S. Sign your return. Both spouses must sign if filing a joint return.6. Mail your return to Franchise Tax Board, P.O. Box 13-540, Sacra. LINE 34-Declaraton of Estimated Taxmento, California 95813. Every individual shall make a declaration of estimated tax fo' 1978 if:

LINE 27.--Calonl~a Statet Disability Insurance ItDt1 (1) the tax after credits is or will be $100 or more ($0S cr more ifLINE 27-alforna State Disabilty Insurance DD married and filing separately); and
If either you or your spouse worked for two or more employers in 1977 (2and less than 80 percent of the 1978 ta will be paid through withholdingand had California State Disability Insurance (SDI) in excess of $114 and ess than g. O ercent of the 1978 ta will be paid thr ough w ith.deducted from your earnings, you should claim the excess deduction as holding.

a credit against your income tax. If one employer withheld more than $114 The filing dates for the declaration and installment payments of estifor S, you may not claim such excess as a credit. Contact your em. mated tax are pril 17, June 15. September 15, 1978. and anuary 15,ployer to obtain a refund. f you are filing a joint return, separate 1979-the same as for the federal program.computations must be made for each spouse. If you are a married personfiling a separate return, you must claim only the credit based on the Forms and instructions will be supplied by the Franchise Tan Board incomputations involving your earning; you cannot claim any credit based time for you to et tins requirementl, However, failure to receive theseon computations involving earnings other than your own. fl0TE: To have forms by mail will not excuse you from this obligation. For further details,this ecess SOI credit applied to our account the amount of SDI contact any ranchise Tax Board ofice.withheld must appear on your W2. If it is not shown on your W2,contact your employer and request a corrected form. You must attachyour Form(s) W-2 or W2P to the face of your return to receive this Withholding Problem-Anticipated Liabilitycredit. To determine he excess deduction, complete the following steps: Some married couples who file joint returns are experircing problems
in having their State tax withheld approximate their nru3l tax liabilitywhen both spouses are employed Te pcbem occurs us fll as a resultA. Taxpayer B. Spouse of each spouse claimig married' t,lus on the E 4 or -4 ,vhholde,Step 1. Add all deductions for Call. Dollars Cents Dollars Cents statement witnout making adequate ro','ion for the tax elc of combin.fornla SOI listed on WY2's as inm two incomes. The typical result is ditional tax due 'hir the fling ofCA-SDI. Enter the total here the return and may result in te assessment of a penalty for underpay-Ct 2.Sub trac t required ontribu ment of estimated tax. Taxpayers ehto nd themselves in this situationStep 2. Subtract required contribu- - should revise thir witlholding (E. cr W-4) to: (a) accurately estimateti ... . ... ........ 114 00 114 00 their combined Income and revise their virholCing st3temcns) to provideStep 3. Overpayment ......._ for the total anticipated tax liability; or (b) mae quarterly payments ofStep 4. Enter tOidl of columns A and estimated tax on the basis of the anticipated tax liabiity.B here and on page 1, line 27, Form 5 40. FTax orms Prepared by Practitioner

2 T7otal_ . . If you have your Personal Inccme Tan return prepared by a tax pracTotal 
. ........... t...titioner and do not rouire income t farms and irstructo.ns mailed toLINE 2-Caliornta Estimated Tax Payments you next year ple3se check the box pcvided below Ire 3, page 1I orm 5401). Then instead of terms you will receive a crd with you,If you nd your spouse filed a joint declaration of estimated tax for preaddressed label attched. Tis card should be gi cn to your tax1977 but do not file a joint income tax return or the year, the total practitioner so te label can be ;i on vyour return. Usa of the labelestimated tax paid may be claimed on the separate return of either insures an accurate idelitificalion of your accounts Requesrc that formsspouse, or divided between you and your spouse in agreed amounts. not be mailed elininates waste and reduces cost of gover-ment

THE PREPARATION OF TAX RETURNS FOR A FEE (Tho Tax Preparers Act)
TAXPAYER FEES

The following consumer rights have been established for You should obltin fee estimate prior to authorizing thethe tcxpayer under the Tax Preporers Act. The tax preparer, preparatioi of your tax returns.charging a fee, muste TAX PREPARERS

1. Post proof of registration. Under a 1974 California Low (Business and Professions
2. Fully complete a return before obtaining your signature. Code Section 9891.1 et seq) all tax preparers (except Cali-fornia CPA's and PA's, members oi the Coafornia Bar, banks(Dbe fionlle sd ign lan te form o.) forms with blonk spaces to nd trust compcnies. or persons authorized to practice beforeb filled in later.) the Internal Revenue Service) must be registered with the
3. Furnish you a copy of aoy document requiring your State Department cf Consumer Affairs. This law requires allsignotroe. tax preparers, wo prepare str te or federal income tax re.-turns or state bolnk and corporal;on franchise tax returns for4. Show on the tax return a permanent address where the a fee, to file an application form, pay registration fees, andpreparer may be reached throughout the year. post a $1,000 bond.
5. Retain copies of returns for 6 years. WHERE TO WRITE
6. B bonded for $1,000 to cover any daom ges resulting For information or to file a complaint concerrrinr a com-fr B o istementr1, isr overentan frmaecoresui g merciol preporer, contact; Caluforniu Department f Consumerfrom misstatement, misrepresentation, fraud, deceit or Affairs, Tax Prtparer Progronam, 1021 0 Streec, Sacramento,unlawful acts or omissions. CA 95814, phone (916) 322-359G.
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WHO MUST FILE
You may not have to file a tax return this year. Whether or not you must file depends on
how much income you had.

The amount of income you can make before you must file depends, on many things, such as:
1) Whether or not you or your spouse is 65 or older
2) Whether you are single, married or a widow (widower) with a dependent child

Check the rules listed below, but you must file if your income was over $6,200 (if you
want to check some examples of income, see page ).

RULES ON WHO MUST FILE

65 OR
UNDER 65 OLDER

SINGLE (This includes divorced and legally separated individ-
uals. You may also be considered single if you are an
abandoned spouse; see page ).

YOU MUST FILE IF YOUR INCOME IS AT LEAST $ 2,950 $ 3,700

MARRIED (ly if you file a joint return-and were living with
your spouse at December 31, 1977. You can use this category
if your spouse died during 1977).

YOU MUST FILE IF YOUR INCOME IS AT LEAST 4,700 6,200

(ONE SPOUSE 65 OR OLDER) 5,450

WIDOW OR WIDOWER (If your spouse died during 1975 or 1976 and
you had a dependent child, see page

YOU MUST FILE IF YOUR INCOME IS AT LEAST 3,950 4,700

SPECIAL SITUATIONS
If you are married and file separately or if you were not
living with your spouse on December 31, 1977, you must file
if your income is at least 750 750

If you can exclude income from within U.S. possessions, you
must file if your income is at least 750 750

If you can be claimed as a dependent on your parent's return,
you must file if you had uncarned 'such as interest, dividends,
etc.) biteeme of at least / 750

SELF-EMPLOYED

Even if your income is less than $750, you must file if your
net earnings from self-employment are at least 400 400

EARNINGS FROM TIPS
If you had uncollected or unreported social security tax on tips, you must file.

NON-RESItDNTS OR ALIENS
The above rules may not apply if ou were not a citizen or a resident for all of 1977.
(See Page for further infornation.1

PLEASE NOTE
Even if you don't have to file a return, you may want to. If you had tax taken out of
your pay or are entitled to the Earned Income Credit, you should file in order to get
your money. You probably can use the SHORT OIn 1040A. (To find out for sure, see
page ).
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WlM EN;,uN Foom tho atrrows to ud Osut .hethcr y rm.ul
lif a F e'J.,,,.al,.in,m, al ,, fly ...v...n.

VV1o Wl'ust File 
YIdea s t rian fely r

tng the pptorltc a'rrow to the n(rlt box. jou il
be Icd eailsy to One o Io f'm'l LOi;:- "Ti: .a
eCtuin by the .i. adJc or You Co not have to ilo

Start here a etun.'

Were you a u S. Ciuzen or No ( 7
resident lor the en,re year? Pub. 5

Dd you have g'oss income O
of S750 or rrore?

Z21~~~~~than $2.9t0tS3 .7G 0 5 r cdarn an ceemlpon for you Fo!derlt'If you aea survng

Spuuse, was it lC!s that,Were you marred a tnc JF $3.950 S4.700 65 orend of the year? lccr)? 
e No !

Yes Did you he 5$750 or more IIY- l. unearned Income during ,es 
t 

> 
the year?

Did you and your spouse o I 
_have the sarme housenold 

1at the end ot the ycYe7 

Dd you have sc-err, loy- ,<o.o i
Yes ~ ~ ~ ~i mont income | 400 or '

Yes 
more?

Can someone etse cal fn Yos 5
you as a dependent? |. 9 t',

. ' \.; I I? | Yes Dd you a)vr urcoicled or
d you le unreponcd soc al secuntyNo / 750 or ro-e Vt3. jt| tax n tips?

- - -it hiunearned ini n o

Are you filing a er rate e- os Yes

_ /No~~ j/¢1~~~~ | | ii i~~~i X 8 hC:orn your pay?;I .jX.

Was your and your
spouses ror .ned gcss VS File nS I AL you ercDle lor thinCome S4.700 or ore the due dute. earned 'nccme crcoltSe(Ss.450 it ore is t,5 or oe er; Cnzer 39 $6200 it bo:h are 6 or

Oldet)?

No

'Yu arc tlin lotu a rctund u .
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WINDHAM, BRANNON, CASHIN & DUVAL
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* AMERICANGROUV 0 C.P.A.FIRMS

March 8, 1978 ' iti orricrs IO (. I rI

Mr. Saul Braverman
Braverman, Codron & Co.
233 South Beverly Drive
Beverly Hills, California 90212

Dear Saul:

In response to your letter of Feb. 22, 1978, the following are
my recommendations and comments regarding "IRS will figure your tax":

1. Change the line number format on page 1 of the 1040 as fol-
lows:

8. Wages, salaries ...
9. Interest income ...

10a. Dividends ..
11. Fully taxable pensions and annuities ...

(If you have no other income, skip lines 12 through 20
and go to line 21)

2. Delete the second paragraph of the instructions and instead
say:

You did not have any income amounts entered on lines 12
through 20 of Form 1040, page 1.

3. Delete the paragraph, '"You must take the standard deduction,
etc.," and instead say:

The IRS will compute your tax using the standard deduction.
The IRS will not compute your tax by averaging your income
(Schedule G) or subtract income earned outside the U. S.
(Form 5 . If your income increased by more than $3,000
ove43^ou'average income from the last four years, you
coul save by computing your own tax on Schedule G.

The present wording implies some action required by the tax-
payer.
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GINDHAM, BRANNON. CASHIN & DUVAL, C.PA.S

Mr. Saul Braverman
Braverman, Codron & Co.
March 8, 1978
Page Two

4. Delete 1. and say:

Fill in lines 1 through 11 and also line 21. Fill in
lines 22 through 31. Be sure to fill in all the lines
in the name and address area.

5. The first sentence in item #2, "Fill in lines 38 through 45"should be combined with the second sentence to read as follows:

Fill in lines 38 through 45 and lines 48 through 53 if
they apply to you.

6. Item #3 concerning the taxpayer providing the husband's and
wife's income separately, I suggest the following:

On a joint return, show the income of the husband and the
income of the wife separately in the blue area between
line 7 and line 8. Enter the combined income of both hus-
band and wife in the white block number 8. This way the
IRS will figure your taxes the way that will be the lowest.

The present language does not distinguish if the separated
incomes should be shown in block 8 or in the blue area.

Best wishes.

Ccrdially,

ohn F. Edgar, Jr.

JFE:eh
cc: Members, Tax Forms Subcommittee

Mr. Roger L. Miller
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PRINCIPAL IRS OFFICIALS RESPONSIBLE FOR
ADMINISTERING ACTIVITIES
DISCUSSED IN THIS REPORT

Tenure of office
From To

COLMISSIONER OF INTERNAL REVENUE:

Jerome Kurtz May 1977 Present
William E. Williams (acting) Feb. 1977 May 1977
Donald C. Alexander May 1973 Feb. 1977
Raymond F. Harless (acting) May 1973 May 1973
Johnnie M. Walters Aug. 1971 Apr. 1973

ASSISTANT COMMISSIONER (TECHNICAL):

John L. Withers Dec. 1975 Present
Lawrence B. Gibbs Nov. 1973 Dec. 1975
Wade F. Hobbs, Jr. (acting) July 1973 Nov. 1973
Peter P. Weidenbruch, Jr. May 1972 July 1973

DIRECTOR, TAX FORMS AND PUBLICATIONS
DIVISION:

Roy J. Linger Jan. 1972 Present

CHAIRMAN, TAX FORMS COORDINATING
COMMITTEE:

Robert I. Brauer (acting) June 1977 Present
Erwin H. Schuler June 1973 June 1977
James Kinsel Jan. 1967 June 1973

(268052)
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