
Preparer Risk:
When a Practice Problem 

Becomes an Ethics Problem 



• Increasing awareness of practice risks

• Recognizing the crossing of practice and ethical lines

• Advancing knowledge of ethical resources

• Elevating the relevance of ethics in tax practice

• Sensitizing you to tax practice quality

• Promoting the importance of liability insurance

Learning Objectives



• Duties to the public, the profession, the tax system and as a 
professional

• Practice with greater confidence
• Opportunities to build your practice and attract ethical 

employees and clients
• Avoid penalties and censure for you and clients
• Avoid malpractice claims
• Avoid loss of your practice or livelihood

Ethics: Relevance In Practice



• Circular 230
• AICPA’s Code of Conduct and Statements on Standards for 

Tax Services (SSTSs)
• NAEA’s Code of Ethics & Rules of Professional Conduct
• ABA Model Rules of Professional Conduct
• Internal Revenue Code penalty provisions
• Applicable state laws and regulations

Ethics: Source Material



Charitable contributions (both cash and non-cash)

Considerations:
• Understanding the rules
• Informing the client about the rules and requirements
• Understanding your client
• SSTS No. 3; Level of due diligence
• New vs existing clients
• Can you sign the return?

Example No. 1



S Corp client provides records to prepare the 2016 Form 1120S; 
the two shareholders were not paid compensation

Considerations:
• IRC sections 6662 and 6694
• Reasonable compensation
• Year-round interaction with client
• Were there any payments to the shareholders?
• Explaining the ramifications to the client
• Advising changes going forward

Example No. 2



New client who has multiple interests in foreign businesses that 
requires specific filings and elections; preparer has limited 
knowledge of these circumstances

Considerations:
• Can you accept the engagement? 
• Education, internal referral, external referral
• Fees vs risks
• FBAR and Form 8938
• Circular 230, §10.35

Example No. 3



In preparing 2016 return, you notice some Schedule C or E 
income was omitted from client’s 2015 return

Considerations:
• Written documentation
• Amended returns and penalties
• Need for additional due diligence
• Continuing relationship with client
• SSTS No. 6

Example No. 4



Schedules C, E, F, and Forms 1065, 1120, 1120S, etc. contain a 
question regarding the filing of required Forms 1099

Considerations:
• Due diligence
• Conversation with client about consequences
• Signing of tax return with question not answered
• SSTS No. 2

Example No. 5



• Due diligence
• Written documentation
• Continuing client relationship
• Knowledge of client error
• Competence to accept an engagement
• Signing of tax return with question(s) not answered

Recap of Ethical Issues Discussed









Questions?
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