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Toward Establishing Centralized Governance for Return
Preparers

Posted on Jun. 12, 2025

By Mandi L. Matlock

Mandi L. Matlock splits her time between the Center for Taxpayer Rights,
where she leads a project to study and make recommendations for
improving the IRS's servicewide return preparer strategy, and Texas
RioGrande Legal Aid, where she represents taxpayers in civil tax
controversies.

Tax Analysts funds a joint government transparency project with the
Center for Taxpayer Rights.

In this post, Matlock examines the IRS's development of a servicewide MANDI L. MATLOCK
strategy for overseeing return preparers and recommends that it

prioritize the strategy with the involvement of the Taxpayer Advocate

Service.

The Center for Taxpayer Rights is working on a project with generous support from Arnold Ventures to
study and make recommendations to improve the IRS's return preparer strategy. Considering that more
than half of taxpayers pay a tax professional to help them meet their tax filing and payment obligations,’
paid tax return preparers play an important role — for better or worse, depending on their competence
and ethics — in tax administration. Commentators have long criticized the IRS's approach to curbing
incompetent and unscrupulous tax return preparers as being splintered across various offices and
programs with no meaningful coordination at the executive level.Z With so many independent programs
and offices having developed various competencies and experience uncovering, studying, and trying to
correct undesirable return preparer behaviors and activities, the Service sits at the precipice of being
able to build a powerful return preparer oversight organization. Such an agencywide organization could
learn from the varied experiences of existing programs and offices, amass powerfully comprehensive
data to inform action, and ultimately not only better protect taxpayers from unscrupulous and
incompetent return preparers, but even harness and direct the strong influence tax preparers have on
taxpayers to encourage and facilitate compliance.

Recent Government Accountability Office and Taxpayer Advocate Service reports reference an IRS
“Servicewide Return Preparer Strategy” (SWRPS or Strategy) that was developed by a team led by the
Small Business/Self Employed division.3 According to references in public reports, the deputy

commissioner for services and enforcement approved the Strategy in November 2020.% To our
knowledge, IRS has not announced the Strategy or otherwise made it public. As recently as August 2022,
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though, IRS officials reportedly indicated the Strategy was still “under consideration” in the agency's

reorganization efforts.>

As part of the Center's project to study the IRS approach to preparer oversight, we obtained a copy of the
Strategy through the Freedom of Information Act. By its terms, the Strategy’s mission is to “positively
impact return preparer misconduct and compliance and change behavior by implementing a
Servicewide Preparer Strategy which enhances coordination within and among business units while
ensuring overall compliance with the tax laws.” In a series of articles, starting with this one, we will
review various aspects of the approved Strategy and consider whether and how it meets this mission.

Background and Development of the Strategy

In 2014 the D.C. Circuit invalidated the extensive regulatory framework IRS had promulgated in 2009 to
govern tax return preparers.® Those regulations,” which had been thoughtfully crafted with extensive
stakeholder input, included character and fitness requirements, tax compliance checks, an entrance
examination to test competency, and continuing education requirements to ensure ongoing
competency. The regulations were the culmination of nearly a decade of calls by the national taxpayer
advocate® and others for the IRS to address incompetent or unscrupulous, uncredentialed tax return
preparers who, as mystery shopping? and other evidence and analysis repeatedly showed, were
harming taxpayers and tax administration. Indeed, both the IRS and GAO have reported that
uncredentialed paid preparers have higher error rates for certain refundable credit claims than do
preparers licensed by state licensing boards, preparers enrolled with the IRS, and volunteer preparers
in the Volunteer Income Tax Assistance and Tax Counseling for the Elderly programs.E Paid unenrolled
preparers made more errors than even taxpayers who chose to prepare their own returns!’ The
problem remained, even as the IRS's first attempt at a comprehensive regulatory solution was left in
tatters by the court's ruling.

IRS embarked anew in May 2018, when it convened a cross-functional team to develop a comprehensive
response.’2 Although widespread criticism of the IRS's siloed approach to the problem had continued
before and after the regulatory regime was invalidated, the immediate impetus for the IRS's new
endeavor was a Treasury Inspector General for Tax Administration report recommendation to establish
a coordinated return preparer strategy.E The TIGTA report repeated the oft-lobbed criticism that the
IRS wasn't effectively using available tools and authorities to address preparer misconduct.'* Here was
the IRS finally responding by convening a new cross-functional team and charging it with developing a
coordinated, agency-wide strategy, one intended to draw on all programs and resources to address
incompetent and unscrupulous tax return preparers and develop measures to evaluate success.

As mentioned above, after two and a half years of work, the Strategy received its final seal of approval at
the highest career executive level in November 2020. Strategy documents reveal the deputy
commissioner for services and enforcement directed SB/SE to lead its implementation in November
2020. But what happened next? We've uncovered no evidence the Strategy was implemented. How did
this Strategy, so long in the making, end up shelved? Was it dead on arrival? If so, why?

What do Strategy Documents and Strategic Goal 1 Reveal?
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The Strategy is organized around six strategic goals. The first strategic goal, to “establish governance,
improve leverage and centralize compliance activities,” fits with the Strategy's stated priority to establish
an enterprise approach to decision-making and use of available resources. It calls for creating a
Preparer Governance Board to quickly stand up a Servicewide Preparer Compliance and Enforcement
office (PC&E).

PC&E, in turn, would coordinate implementation of the Strategy across the various implicated divisions
and program offices that had been identified in the Strategy. Strategy documents include a detailed
chart showing how six of the nine divisions or functions falling under the supervision of the deputy
commissioner for services and enforcement oversee at least one program touching on some aspect of
uncredentialed return preparer practice. It was therefore anticipated the new PC&E office would be
placed under the deputy commissioner’s supervision.
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But in a terribly ironic accident of fate, it appears the IRS's implementation of the Taxpayer First Act'>

may have derailed the Strategy. The TFA, with its focus on protecting and serving taxpayers, is the most
comprehensive and taxpayer-forward tax reform legislation passed in the last 20 years.'® It was enacted
about one year after the cross-functional team led by SB/SE began developing the Strategy. Considering
the TFA required IRS to develop a reorganization plan,!’ it is not difficult to imagine how the IRS TFA
Office (TFAO) might have incorporated at least some of the insights and work of the cross-functional
team developing the Strategy. But that is unfortunately not how matters unfolded.

Work on the Strategy apparently carried on in paralle/ to the TFAO's work. There was ample time (at least
one year) for the two teams to work synergistically if reforming the IRS response to tax return preparers
was indeed within its top priorities. Turning back to the Strategy’s first strategic goal, it included an
action item to brief the TFAO about the proposed new PC&E organization to ensure PC&E was
considered in the TFAO's restructuring efforts. If this was done, it's not reflected in the TFA Report to
Congress.E The report, issued in 2021, contained an aspirational reorganization chart that eliminated
the deputy commissioner to whom PC&E was to report and removed the director of the Return Preparer

Office from among top agency officials.!?

Even so, IRS officials reportedly reassured GAO auditors in 2022 that the Strategy was still being
considered within its reorganization plans.?® But the IRS went on to implement a reorganization that did
not reflect such consideration. The new IRS organizational structure eliminated the deputy
commissioner to whom PC&E was to report, substantially reconfigured the chain of command for the
implicated offices and programs identified in the Strategy, and made no provision for a future PC&E.2"

Although the new structure consolidated most divisions or functions with at least one program touching

on return preparersg under the new chief tax compliance officer, it also moved two others, Taxpayer

Services and Online Services, into a different chain of command.?3

What's Next for PC&E and the Strategy?

In 2023, IRS pointed to its ongoing reorganization as explanation for not moving forward with

implementing the approved Strategy.* And as recently as March 2024 IRS officials seemed to indicate
the Strategy was still in play when they told GAO of having aligned the Servicewide Return Preparer

Strategy with IRS's Strategic Operating Plan objectives and initiatives.”> These statements would seem to
indicate that scrambling the organizational chart only temporarily confounded placement of PC&E
within the agency.

But a single line summarizing IRS statements to GAO in April 2024 raises serious questions about PC&E's
future. In discussing details of the alignment, GAO wrote that the IRS said it “was drafted during the
early stages of developing a centralized compliance organization, which IRS has since decided not to
implement’ (emphasis added). Does this statement mean the IRS has scuttled the proposed PC&E office,
the Preparer Governance Board, or something else? Does this just refer to the stoppage caused by
reorganization efforts, or does it mean that the IRS has gutted the Strategy's primary strategic goal
entirely?
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It's not clear, as GAO revealed no further details of its conversation with IRS officials. We hope to hear
more from GAO, who we will be inviting to an upcoming Tax Chat! series on the IRS Servicewide Return
Preparer Strategy. Based on what we know now, however, we offer the following recommendations.

Recommendations

1. The IRS should prioritize implementation of the Strategy as part of — not after—
reorganization efforts.

The IRS is perpetually reorganizing its internal structure, with even more changes afoot considering the

president’s proposal to reduce IRS funding to levels not seen in more than 20 yearsé and the
administration’s ongoing efforts to dramatically reduce the IRS workforce. But this cannot be an excuse
for failing to resolve a problem that existed even before the national taxpayer advocate first identified it
in her 2002 Annual Report to Congress and made the legislative recommendation for tax return
preparer oversight. The IRS has had almost a quarter of a century since that first recommendation to
come up with a structure that protects U.S. taxpayers; reorganization does not justify further dithering
and delay.

2.IRS should add a TAS representative, at aminimum as an ex officiomember, to any cross-
functional team working to re-design or implement the approved Strategy.

TAS has a unique statutory mandate to identify, analyze, and propose remedies for systemic problems
that impact taxpayers and tax administration.?’ It has long studied the impact of uncredentialed return
preparers on taxpayers and tax administration. It is baffling that the IRS failed to include TAS
representatives when assembling the cross-functional team to work on this issue. It's not too late to
remedy the egregious oversight.

3.IRS should stand up the Preparer Governance Board — or any other executive level
structure — to begin implementing the Strategy, and the national taxpayer advocate should
be a member of that board.

The Strategy sets out a broad framework that finally concentrates all IRS resources and expertise into
one organization to take a coordinated approach to uncredentialed return preparers. It is the
culmination of years of cooperation across all major functions of the IRS (except for TAS, as previously
noted). It was painstakingly negotiated, affirmatively voted for by business operating division executives,
and approved at the highest career executive level. It represents a major accomplishment. It would be
devastating to lose momentum and squander the years of collaborative work that went into its creation.
The national taxpayer advocate is an indispensable member of the executive governance board not only
to ensure taxpayers' voices are heard, but also to contribute TAS's considerable experience on these
issues.

Stay Tuned

The first strategic goal also included a plan to create a tiered approach to preparer treatments with a
built-in escalation model. Luckily, a model for adaptation already exists in the Refundable Credits Return
Preparer Strategy Program, where preparers who persist in submitting returns with a high risk of
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noncompliance face gradually escalating consequences.?8 In a future article, we will examine how the
IRS can capitalize on its experience with this program in implementing the Servicewide Return Preparer
Strategy.

FOOTNOTES
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