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October 9, 2025 


The Honorable Scott Bessent		
Acting Commissioner					
Internal Revenue Service					
1111 Constitution Avenue, NW 
Washington, DC 20224				

RE: 	IRS Relief for Taxpayers Impacted by the Ongoing Government Shutdown

Dear Acting Commissioner Bessent:

The American Institute of CPAs (AICPA) urges the Internal Revenue Service (IRS) to retain 100% of IRS employees during the current government shutdown. The IRS recently updated the Fiscal Year 2026 Lapse in Appropriations Contingency Plan excepting approximately 54% of IRS employees. Although we acknowledge the increase in excepted employees compared to previous shutdowns and making implementation of Pub. L. No. 119-21 a focal point, we are concerned that the IRS did not except all its employees as previously recommended.[footnoteRef:2]  [2:  AICPA letter, IRS Contingency Plan for Possible Government Shutdown on October 1, 2025 (Sept. 29, 2025).] 


We welcome the opportunity to provide feedback on IRS operations that are essential to the extended 2025 and upcoming 2026 filing season and where increased IRS employees could mitigate the detrimental effects of a government shutdown. At a minimum, the AICPA recommends that the IRS implement the following fair, reasonable, and practical relief measures to mitigate the negative impact of the shutdown on taxpayers and their practitioners:

· Discontinue compliance actions and cease automatic collections activities.
· Maintain all online systems and accounts 
· Implement a modified reasonable cause penalty waiver.
· Provide targeted estimated tax and late payment penalty relief.

Discontinue compliance actions and cease automatic collections activities

Overview

When taxpayers do not timely pay their tax obligations, they generally receive automated notices reminding them of the amount, penalties, and interest owed and demanding payment. These notices continue until the account is satisfied, the case is transferred to a Revenue Officer, or the IRS is no longer able to legally collect the tax. If taxpayers do not contact the IRS to pay their tax obligation in full or make payment arrangements, the IRS may enforce collection of the liability by filing a Notice of Federal Tax Lien against the taxpayer, serving a notice of levy to the taxpayer, or offsetting some other refund to which the taxpayer is entitled. These notices have generally continued during shutdowns, despite having limited or no resources to process communication or responses from taxpayers. 


Recommendation

The AICPA recommends that the IRS discontinue compliance actions and halt automated collection activities of liens and levies until at least 60 days following the end of the shutdown. 

Analysis

When taxpayers continue to receive these automated notices during a government shutdown, they must respond by paper correspondence, which accumulates with limited or no IRS employees to process taxpayers’ responses. Without IRS employees to assist in the resolution of these issues, taxpayer responses may be disregarded, certain collection actions may proceed despite a taxpayer’s response, and taxpayers will be deprived of certain taxpayer rights and experience hardships, while the IRS will realize a significantly greater administrative burden due to the processing backlogs and an increased volume of communications and correspondence. Additionally, taxpayers that are the subject of erroneous notices have no means of working with the IRS to resolve the matter. 

This burden has the real potential to delay the 2026 filing season due to the increased stresses to our entire tax system. The IRS should not continue notice and collection activities, especially automated activities, during a government shutdown unless the IRS has its full resources available.

Maintain all online systems and accounts

Overview

When the Electronic Federal Tax Payment System (EFTPS) is not able to accept tax payments, the government is not able to efficiently and effectively collect revenue, and the taxpayer is not able to meet its federal tax obligation – possibly accruing further interest and penalties. Likewise, when taxpayers and their practitioners experience difficulties or interruptions when accessing taxpayer accounts or processing powers of attorney (POA), taxpayers may not be able to timely meet their federal filing or payment obligations. The IRS’s online systems and accounts are a critical component of our tax compliance system. Therefore, the online systems and accounts must remain active and free from technical problems and must be prioritized when not fully operational, especially during any filing season.

Recommendation

The AICPA recommends that the IRS ensure that all its online systems and accounts, including EFTPS, e-services, and CAF systems, continue to operate effectively to ensure tax payments and filings are processed timely and taxpayers and tax practitioners have access to their taxpayer accounts during the government shutdown.

Analysis

During previous government shutdowns, taxpayers and tax practitioners experienced challenges when accessing and using EFTPS. Although the service is operated by third party providers, interaction with IRS personnel or other services is sometimes needed. With limited or no IRS resources to assist, taxpayers and their practitioners may not be able to timely file returns or make tax payments. 

Taxpayers and tax practitioners also experienced difficulties accessing tax transcripts and having POAs processed timely. To access a taxpayer’s transcripts online during the shutdown, the tax practitioner needs an existing POA on file with the IRS. If there is no existing POA within the IRS’s system, tax practitioners cannot use e-services to obtain important tax documents. Even if the tax practitioner has an existing POA on file, the Centralized Authorization File (CAF) may not properly reflect that a POA is on file. When there are limited or no IRS staff available to address the situation, taxpayers cannot meet their tax compliance obligations. This creates added cost and frustration borne by taxpayers, greater workload for tax practitioners, increased correspondence and touch points with IRS personnel, and, therefore, unnecessary stress on the entire tax administrative system.

Ensuring that all online systems and accounts, such as EFTPS, online accounts, and CAF systems, continue to operate effectively and efficiently during a government shutdown should be a priority, especially during the extended 2025 filing season.

Implement a modified reasonable cause penalty waiver

Overview

A taxpayer can request reasonable cause penalty relief by submitting to the IRS a written request and supporting documentation establishing that the taxpayer exercised ordinary business care and prudence but nevertheless failed to comply with the tax law. 

Recommendation

The AICPA recommends that the IRS offer a separate and modified reasonable cause penalty waiver for taxpayers impacted by the government shutdown. 

Analysis

Given the challenges that have accompanied prior government shutdowns, many taxpayers will likely be eligible for reasonable cause penalty waivers. The IRS should consider implementing a separate and modified reasonable cause penalty waiver for taxpayers impacted by the government shutdown due to the high volume of requests that the IRS may experience following the cessation of the shutdown. Internal Revenue Manual (IRM) 20.1.1.5.1(5)(c) indicates that the IRS could leverage existing administrative waiver code PRC 043 to efficiently process such reasonable cause requests.

Additionally, penalty relief stemming from the government shutdown should be separate and distinct from a first-time abatement (FTA) administrative waiver. Furthermore, a taxpayer’s eligibility for FTA should not be affected in future tax years if the taxpayer was granted penalty relief due to effects of the government shutdown. Pursuant to IRM 20.1.1, the IRS will grant FTA relief before considering a reasonable cause statement as a matter of policy. However, the unique circumstances of a government shutdown merit a separate and streamlined reasonable cause penalty waiver process for compliance issues resulting from the government shutdown, rather than reliance upon the FTA program. 

The IRS should also engage in a robust public awareness campaign of any such reasonable cause penalty waiver process to ensure that taxpayers and their practitioners can utilize the relief offered. 


Provide targeted estimated tax and late payment penalty relief

Overview

Taxpayers generally must make payments of estimated federal income taxes. To avoid failure to pay estimated tax penalty, individuals are required to pay at least 90% of the tax due for the current year or 100% (110% if adjusted gross income exceeds $150,000) of the amount of tax shown on their income tax return for the prior year, whichever is smaller. Taxpayers with a tax due of less than $1,000 are excepted from estimated tax penalties.

Unless taxpayers can demonstrate reasonable cause, they are required to pay their U.S. income tax liability by the tax deadline; otherwise, the taxpayer is subject to a failure to pay (“late payment”) penalty under Internal Revenue Code section 6651. Historically, the IRS has granted reasonable cause relief to taxpayers that submitted an extension of time to file their income tax return and payment of at least 90% of the taxes owed. Taxpayers must pay the remaining balance by the extended due date. Interest continues to accrue on amounts not paid by the unextended due date.

Recommendation

The AICPA recommends that the IRS provides to taxpayers affected by the government shutdown relief from:

· The estimated tax penalty if they paid (i) at least 70% of the tax due for the current year, or (ii) 70% (90% if adjusted gross income (AGI) exceeds $150,000) of the amount of tax shown on their U.S. income tax return for the prior year; and

· The late payment penalty if they timely requested an extension of time to file their income tax return and paid at least 70% of the taxes owed with the request.

Analysis

Though most taxpayers receive refunds and do not make quarterly estimated tax payments, many business owners or gig economy workers pay estimated taxes and should not be penalized by the difficulties created by the government shutdown. For example, taxpayers’ payments could be disrupted by interruptions to online payment systems, inoperable or understaffed phone services, or mail delays. Furthermore, estimated tax and late payment penalty relief is critical for reducing the administrative burden on the IRS by averting unnecessary hardships, controlling IRS phone service backlogs, and reducing the volume of written responses necessary for a taxpayer to resolve a notice. 

By extending limited and targeted estimated tax and late payment penalty relief to all taxpayers affected by the government shutdown, the IRS would proactively mitigate the negative impact experienced by the tax administration system, which would alleviate some of the negative consequences of a shutdown occurring during the 2025 extended filing season and would increase the likelihood of a timely start to the 2026 filing season. 

Conclusion

The processing of tax returns and collection of tax revenue is a critical government function that should continue regardless of a government shutdown, and, at a minimum, taxpayers should have recourse to protect their rights and property. The IRS must keep all IRS positions working during the shutdown to help make the 2025 extended filing season operate as efficiently as possible and allow for a smooth start to the 2026 filing season.

* * * * *

The AICPA is the world’s largest member association representing the accounting profession, with more than 397,000 members in the United States and worldwide, and a history of serving the public interest since 1887. Our members advise clients on federal, state and international tax matters and prepare income and other tax returns for millions of Americans. Our members provide services to individuals, not-for-profit organizations, small and medium-sized businesses, as well as America’s largest businesses.

We appreciate your consideration of these comments and welcome the opportunity to discuss these issues further. If you have any questions, please contact: Melanie Lauridsen, Vice President – Tax Policy & Advocacy, at (202) 434-9235 or Melanie.Lauridsen@aicpa-cima.com; Todd Sloves, AICPA Director, Congressional and Political Affairs, at (202) 434-9269 or Todd.Sloves@aicpa-cima.com; or Cheri Freeh, chair of the AICPA Tax Executive Committee at (610) 217-4495 or CheriFreeh@gmail.com. 

Sincerely,  
[image: ]
Cheri H. Freeh, CPA, CGMA
Chair, AICPA Tax Executive Committee 


cc:	 	Members of the Senate Committee on Finance
		Members of the House Committee on Ways and Means 
Ms. Erin Collins, National Taxpayer Advocate, Internal Revenue Service
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