THE PROFESSIONAL
TAX PREPARER
PROGRAM

43
Module IV

COPYRIGHT UNIVERSAL ACCOUNTING CENTER

REVISED JANUARY 2019

am ey
\ .
=~ Professional
UNIVERSAL = TaxPreparer
ACCOUNTINSGE "nn“

UNIVERSAL ACCOUNTING CENTER
ACCOUNTING TRAINING PROFESSIONALS
SINCE 1979







TABLE OF CONTENTS

Module IV - Building Your Successful Tax Practice

INtroduction ... .ovviutint ittt ittt ittt it i 0.1
1. GettingStarted Right ........cooiiiiiiiiiiiiiiiiii i it 1.1
a. Establishing Your Business. . ..........uiiiiiiiiiiii i 1.1
b. DevelopingaBusiness Plan............ ..o i i i 1.3
c. CreatingaBusinessName ......... ... ... 1.5
d. Obtaining a Business License .............oiiiiiiiiiiinnnneenennnnn. 1.7
e. Obtaininga PTIN. . ... e 1.8
f. Setting Up Your “Office” ... ..ottt 1.10
g. Office EQUIpmMent. ... ...ttt e 1.12
h. Office SUPPLIES . .. oottt e 1.18
I Income Tax SOftware ... ........eeteeiieenennnn i 1.20
j. Signing Up for Electronic Filing . .. ... .. o i 1.21
k. Reference Material .............oo oo 1.22
. Professional INSUTANCe. ... ......uutttiteeeenne ettt 1.24
m. Bookkeeping System. . ..... ... 1.26
2. Effective Marketing..........coiuiiuiuiiniiiiiiiiiiiiiiiiiiiiiiieineennenns 2.1
a. Consider Family, Friends and Neighbors......... ... ... ... ... ... .... 2.4
b. Look to Business ASSOCIAtes. ... ....uuutttteeteeettinnniiiiiiiiiinnn 2.6
c. Canvass Your Neighborhood.......... ... ... ... L 2.7
d. CreateaPressRelease............ .. i 2.8
€. NetWOrK. ... e 2.9
f. FindaNiche Market. ..... ... 2.12
g. Use Signs! Signs! Signs! .. ... o 2.13
h. Engage in Public Speaking. ......... ... i 2.13
Lo Write Articles ... ..ottt e 2.19
jo Online Classifieds. . ......ooiii e 2.25
k. Sample Marketing Materials . . ...... ...t 2.27
3. Comfortable Interviewing Techniques..........c.ooviiiiiiiiiiiiiiiiinnenn.. 3.1
a. BePrepared. ... ... e 3.1
b, Be Courteous . .......uuunn e 3.3
c. BeProfessional .. ... i 3.4
d. BePatient .........oiiiiiii e 3.5
e. BeGenuinely Interested. ...... ... 3.5
f.  Pre-Scheduling Apointments ......... ... .o 3.6
g. RolePlaying ... e 3.6
h. Client Organizer. . ... ..ottt e 3.12



TABLE OF CONTENTS

4. Profitable Fee Calculations...........coiuiiiiiiiiiiiiiiiiiiiiiiininennens 4.1
a. Consultant Charges—Hourly ....... .. ... ... i i 4.2
b. Contingent Fees ... .. ... 4.3
c. Tax Preparation Charge—Per Form........... ... .. ... ... oo, 4.3
d. Tax Preparation Charge —TimeBased ........... ... ... ... ..o oo, 44
e. BillingYour Clients. .. ......ooiiiiiiiiiii e 4.5
f.  Accepting Credit Cards for Payment ................oiiiiiiinnnnnnnnn. 4.6
g. Increasing Your Fees. . ... ... oo 4.6
h. Managing Cash Flow .......... . i i i 4.8
L GUATANTER oottt ettt 4.10

5. Always the Expert Tax Preparer........ccooviieiiiiiieiiniiieiineineennennss 5.1
a. The Professional Professional Tax Preparer..............cooeeeeeoo.... 5.2
b. The Ethical Professional Tax Preparer .......... ..., 5.3
c. Tax Preparer Classification .............oouiiiiiiiiiinneeeennnnnn. 5.5
d. Continuing Education....... ...t 5.6
e. Processing Tax Returns ............ oot 5.7
f.  Tax Return Retention Policy ....... ... ..o .. 5.9
g. Client Retention ... .....oottuuun it 5.10
h. Nine Success Principles .. ...t i 5.28

6. Enrolled, AFSP Participants, and Unenrolled Tax Preparers .................. 6.1
a. Ethical Obligations for Tax Professionals..................... .. .. .. 6.1
b. Enforcement of Ethical Standards ............ ... ... ... .. 6.2
c. Ethical Duties and Due Diligence. ...t .. 6.3
d. Unenrolled Preparers. . ........oouuuuniiiiii i 6.8
e. Anual Filing Season Program (AFSP)....... ... .. i, 6.10
f.  Becomingan Enrolled Agent. ..........coooiiiiiiiiiiiiiiiiiiiiiiia 6.12
g. Who Can Practice Before the IRS .. ....... ... . i i, 6.12
h. Howto Apply for Enrollment ....... ... .o i 6.16
i.  Circular 230 ReqUirements . .. ......ovueeetettunniieee e, 6.19
j.  Representation Beforethe IRS. ........ ... i 6.32
K. POWer Of AttOINEY. . . .. v vttt 6.32
. Building the Taxpayer’s Case. ... .....ouueeeeunnnnnnnnnnniiiiinnnn 6.40
m. Legal Authority and References. .......... ..., 6.44

Professional Tax Preparer ¢ Module IV ¢ © Universal Accounting Center o All Rights Reserved !Jcl\!l:l“IEF'SIJI\I:

4



INTRODUCTION

The saying goes that two things in life are certain: death and taxes. For the past
two centuries, our taxes have financed many fundamental, modern necessities
and valuable luxuries that we enjoy in our country. They are the means by which
our government provides important standards of living, such as the powerful
military which protects us world-wide, our expansive highway and road systems,
the beautiful national park areas that we enjoy for recreation, and many other
services that have made the United States a beautiful, safe, productive, and en-
joyable place to live.

Since 1986, the tax laws have become increasingly complex for several different
reasons. Additionally, Congress has used the tax code to advance specific causes
such as spurring the economy or reducing spending in certain areas. Each year
the tax code experiences numerous changes, and as doing business continues
to become more complex, it will continue to change.

This opportunity has expanded the need for Professional Tax Preparers. Today,
tax practices are flourishing. It’s not uncommon for a tax practice to double its
client base each year. This expansion and increased demand has occurred for
three reasons:

1. Individuals today are earning, investing, spending and saving in such a
way that they are requiring a greater level of tax expertise in preparing
their taxes;

2. The more sophisticated tax laws and forms are causing people that pre-
viously prepared their own taxes to seek out a professional;
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3. As the IRS strives to make electronic filing more desirable, those who
need assistance with this task are looking for someone to help them take
advantage of its benefits.

So, is a tax practice for you? This largely depends upon your attitude toward
work and supervision. There are two types of people: those who enjoy the eight-
to-five-work-for-someone-else routine, and the rest of us. Working for yourself
has terrific benefits if you're self-motivated; you must be driven to get up each
morning, work hard, and control your own schedule. Running your own tax
practice provides the following benefits:

+ Flexibility. You determine when and where you will work. Other than ap-

pointments with your clients, you set your own schedule.

+ Financial independence. As a tax preparer, you will earn a professional-level
income. In just 3 months it is possible to earn more than you would in an
entire year at most jobs.

+ Low start-up cost. A computer is the most expensive item you will need to
begin. Supplies and software are readily available at affordable prices.

+ High-demand service. Nearly every working individual is required to file a
tax return. In the past, large tax preparation chains have attracted a consid-
erable market share. However, more and more people prefer the personal
attention they receive from an independent preparer.

Becoming a tax preparer makes you a popular person, as well. There are three
skills to which every family group should have access: medicine, computers, and
taxes. People like to work with those they know and trust. Certainly, the family
relationship is one of your greatest networking tools (we’ll discuss this more in
Chapter 2).

During tax season, relatives will come “out of the woodwork” to have their ques-
tions answered and their tax forms prepared. As we’ll discuss later, for some of
the closer relatives such as parents or children, you'll probably prepare returns
for free, out of duty. But for the more distant relatives, you should charge for
your services.
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Once you add neighbors, business associates,
friends, and new contacts to the mix, you will
have clients lining up for your tax preparation
services.

Additionally, there’s a lot of money to be earned.

Many income tax professionals earn enough
money during the three month tax season to
provide for their family the rest of the year. For instance, an experienced tax
preparer recently shared that she earned $112,000 during that short timeframe.
For her, it meant many late nights during the three wintery months, but nine
long months of vacation and play after. For those who like to work hard and
play hard, an income tax practice is the perfect business to have.

There’s even more potential income if you hire others. Although this course is
written for the practitioner who wants to work on their own, you may certainly
consider employing others to both assist with new clients and enter data for
existing clients, allowing you more time to build your client base through ad-
ditional marketing, or perhaps, simply create more free time for yourself. By
hiring competent help, you actually create the ability to multiply your client
base, which will produce more income.

You can control many things when working for yourself. With a tax practice,
you can structure your own schedule, work environment, work habits, and even
where you live. You may choose to work in the early morning or late in the
evening. You could even choose to work on weekends while still maintaining a
full-time job. You can work in the kitchen, the basement, or in a library. With
technology today, you can even be on vacation or in the process of moving and
still maintain contact with your clients.

Nevertheless, your results will be a reflection of the amount of time and prepa-
ration you put into your practice. Thomas A. Edison once stated, “Opportunity
is missed by most people because it is dressed in overalls and looks like work.”
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To succeed in this business, you must have confidence
in your technical understanding of the tax code. This
does not involve memorization as much as it does
knowing where the information can be found and hav-
ing an aptitude for numbers. Universal Accounting’s
tax courses provide the complete technical education
needed to prepare you for even the most sophisticated
individual and business income tax forms. Once you
have completed Universal’s courses, you are well-
prepared to begin.

The following basic level course, Building Your Successful Tax Practice, is pro-
vided for accountants, bookkeepers, and tax preparers who want to start and
operate their tax practices the right way. The professionals working at Universal
have decades’ worth of combined experience that will show you how to build a
successful and prosperous company.

This material assumes that you intend to operate as a sole practitioner working
out of your own home, at least initially. At some point in your company’s growth,
as you look to expand your practice by hiring employees and moving into an
office, you may again enlist Universal’s help with additional training designed
to assist you in that effort.

This manual, together with the instruction provide the necessary tools to help
you succeed in opening and operating a lucrative and profitable tax preparation
business. At the end of this course, you are invited to take an online exam. Once
you have completed the course, we encourage you to login to the UAC website
and create a testing account to measure your mastery of the material.

SPECIAL NOTE TO CPE CANDIDATES
To qualify for Continuing Professional Education (CPE), a CPE candidate must
have completed the course, including the final examination, within one year of
date of purchase.

) UNIVERSAL
Professional Tax Preparer ¢ Module IV e © Universal Accounting Center o All Rights Reserved ~ wccouwrins

0.4



