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Tax Practice Quality Review:

How to Work a Quality Practice
Without the Practice Working You
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Today’s Agenda

Tax Practice Quality Control (TPQC)
system: what it i1s and why It matters

Elements of a TPQC system
Common “leaks” In the system

Resources
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Composition of a TPQC System

Content

» Organizational
structure

* Policies &
procedures

/

Evidence

e Tax Practice
Quality Control
document

e Tax Procedures
\YETIVEY

/
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Factors that Influence a QC System

» Tax Size of practice

e Number of offices

e Degree of authority granted
e Knowledge and experience
« Nature of practice

o Specialties

o Cost-benefit considerations
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Why it Is Relevant

0 )1 > Applicable to all practices

D,_ ) Assists compliance with

e statutory and regulatory requirements
» professional standards

Minimizes the risk of professional liability

04 Possibly required by Circular 230
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Elements of the System

. client
Leadership |

RUman ERgagemen .
- P ivionitoring

i.,
Resources Perrormance
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Leadership Responsibilities
for Quality

Applicable to all practices

Ultimate responsibility

Quality vs. profits

Experience and authority

Clear and continuous communication
Sufficient resources

Commitment
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Relevant Ethical Requirements

communicate Document

e Laws & e Policies e Compliance

regulations e Procedures

e Professional
standards
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Ethical Considerations

Tax return reporting standard
Confidentiality of client information
Conflicts of interest

Due diligence

Knowledge of client’s error
Contingent fees

Written advice
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Acceptance and Continuance of Client
Relationships & Specific Engagements

« Evaluate prospective clients

« Determine capabilities and resources
e Document understanding

» Periodically re-evaluate
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Human Resources

Hiring program

Personnel assignments
Continuing education
Advancement qualifications
Evaluations
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Engagement Performance

Engagement plan

Supervision and review

Compliance with QC system standards
Communication of results to client

Documentation of results and communication to client
Use of consultants

Procedures to resolve differences of opinion

Tax practice documents
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Monitoring

Document compliance

Establish an inspection program
Evaluate compliance

Assign monitoring responsibility
Provide a process for client complaints
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Resource Materials
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Membership | Become a CPA CPE & Conferences Interest Areas | Research | Publications For the Public
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Tax Ethics & Professional Standards

Ero

¥ Interest Area Join the Tax Section teday te gain access to these resources along with other benefits.

Federal Tax Return Preparer Tax Practice Quality Control Guide Statements on Standards for Tax

v Content Type Penalties Quick Reference Chart Services (S5TSs)
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https://www.aicpa.org/interestareas/tax/resources/standardsethics.html
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Statements on Standards for Tax Services

The AICPA's Statements on Standards for Tax Service: 5TSs) are enforceable tax practice
standards for members of the AICPA Th-a 85TSs ap ly to all members regardiess of the jurisc
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Tax Standards and Interpretatio
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https://www.aicpa.org/interestareas/tax/resources/
standardsethics/statementsonstandardsfortaxservices.html



C PA Tax Section Checklist CPA y Tax Section Checklist

Initials Comments
Disclosure authorization (so that we can disclose any
information needed to new accountant) ensure
compliance with 7216 disclosures rules per Circular
230

Cllent Terminatlon Checkllst

Client Name and Number:

Prepared by:
P Y X Inform them that their client portal on our website will
Initials Date Comments tblf Qedadivamst;n 30 days with instructions to retrieve
e eir docume

If client terminated the relationship with us, have CPA in

charge follow up with a phone call to understand why and

document reasons. a.  Pull paper client file, if any, to determine if any client
s documents need to be scanned in, purged, or

Determine if work in progress (WIP) is billable. If yes, - :

prepare final bill for client. If no, clear all WIP in billing retumed fo client. Put empty fie away to be reused

system.

9} Closefarchive client files*:

. . . . Determine that all e-mails which should be saved
Once it is determined that there is no additional time to be have been filed in the appropriate file and deleted
charged to the account, make the client inactive in billing from local and remote workstations
software so that no additional time can be charged to the —
client . Archive all electronic client data/documents to

I ; - inactive client database and delete from the active
Remove the client from any client communications databases of current clients
systems (constant contact, newsletiers, data mining, eic.). —

Cancel any outstanding projects in project tracker system. - 10) Delete client portal on

Revoke all POA’s we have for the client with the IRS 11) Scan this checklist to their archived client data with a copy
and/or state depariment of revenue(s). — of the letter sent to the client.

If current tax year retum is not done yet, delete out of tax 12) Delete from database for client/contact
system. If current year tax return is already done, mark newslettersimailings.

client fo be excluded from proforma to next year's tax —

program.

“For sensitive clients, consider reaching ouf fo malpractice carrier or legal counsel before removing
documents from archived records.
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Send letter (see sample letter) via email & regular mail
(certified, retum receipt requested) to the client with the
following information (if applicable):

a.  The reascns for the termination of the relationship (if
we are firing them) or acknowledgement that the
client has terminated services and perhaps state the
reasons they gave

Outstanding amount due and final bill
Any outstanding issuesfprojects

Page 2of2
Page 10of2 Page Completed O
Page Completed O
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Client Termination Letter

Page 1

Date

Client Name
Street Address
City, State Zip

Dear s

We hereby inform you that we have decided to terminate! our professional relationship with [you or
your organization or your company] effective [immediately or as of (insert date)] and will no longer
render professional services to you or your company as of this date2.

Our reasons for disengaging at this time include the following:3
[we do not feel that we can continue to provide your company with the level of services that you
require]
[your continued failure to pay for our services on a timely basis]
[a conflict of interest in our services to your company and other clients whom we serve]

[other

We wish to remind you that you have unpaid invoices totaling ${amount] copies of which are enclosed
for your review. This does not include the invoice for our services rendered since [date] in the amount
of $0.00 which is alsc enclosed. We expect payment in full of all of these invoices within [X] days of
acknowledgement of this disengagement letter. If payment is not received by our office within [X] days
after acknowledgement of this letter, additional charges may apply. If you are not in a position to make
immediate payment, please call us so that we may discuss an extended payment arrangement.

You also agree that you will reimburse us for all costs or expenses incurred by us as the result of
receiving a subpoena or other legal proceedings which require our response thereto. This time will be
charged at our normal hourly rates plus reasonable out of pocket expenses including but not limited to
attorney’s fees (optional).

You should take immediate steps to retain a new accounting firm as there are a number of matters that
require immediate attention. Among those matters, but not limited to, are the following*:

1.

2.

It is important to note that the above matters are time sensitive. Any delay in addressing these issues
may cause you to incur penalties or other costs for which we are not liable.

Page 2

Subject to you making satisfactory arrangements for the payment of your outstanding invoices, we will
cooperate with your new accountants in addressing these and other matters in accordance with the
provisions of the AICPA Code of Professional Conduct and the rules promulgated by the (insert state
name) Board of Accountancy (or other state regulatory body). To facilitate that process, please fill out
and sign the enclosed disclosure authorization. We will not be able to communicate with others
regarding [your or your organization’s or your company’s] affairs without the signed disclosure
authorization in our records. All inquiries related to this matter by you, your employees or outside third
parties should be directed to (insert name) of this office. This will allow us to provide an expedited
response to any requests for information.

Enclosed are all original documents still in our possession (see attached list). [Alternative: Any original
documents you submitted to our firm have already been previously returned.] In addition, your portal on
our website will be deleted [30] days from the date of this letter. If you did not download copies of your
tax return(s) previously, you may want to do so now using the attached instructions.

Please contact [insert name] if you have any questions or concerns regarding this matter.

We thank you for the opportunity to serve you (your company) and wish you much success in the
future. 56

Sincerely,

[Client Contact or Firm Administrator]
[Firm Name]
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Treasury Department
Circular No. 230
(Rev. 6-2014)

Catalog Number 16586R

WWW.Irs.gov

Regulations Governing Practice before
the Internal Revenue Service

Department
of the
Treasury

Title 31 Code of Federal Regulations,
Subtitle A, Part 10,
published (June 12, 2014)

https://www.irs.gov/pub/irs-pdf/pcir230.pdf
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Approved August 2014

N_A_E_A_ POWERING AMERICA'S TAX EXPERTS
Code of Ethics and Rules of Professional Conduct NATIONAL ASS N
OF ENROLLED AGENTS

Code of Ethics

1. Members and associates will, in personal and public hife, stnve to enhance the status
of enrolled agents (EA) and promote their guahifications to serve the public.
Members and associates will demonstrate honesty, integrity, and objectivity in all
their professional actions and relationships
Members and associates will continually strive to improve upon their competence to
practice by keeping informed and educated about tax practice and representation
Members and associates will maintain the confidentiality of professional
relationships
Members and associates will support efforts to advance the reputation and prestige of
the EA license
Members and associates will comply with the most current provisions of Treasury
Department Circular 230 and the NAEA Code of Ethics and Rules of Professional
Conduct
Members and associates will not knowingly misrepresent or omit information when
preparing or approving and filing tax returns, documents, affidavits, and other papers
relating to Internal Revenue Service (IRS) matters. If a client insisis on the
misrepresentation or omission, the Member or Associate should withdraw and refuse
to prepare the return or other documents

Hules of Professional Conduct

1. Members and associates will adhere to all laws and regulations that provide equal
up]:.'-urlunlt\. h.l:' .ﬂl c:lll::nt:-. and cmp]m ees rl.k.:l.l‘dll.bh ul race, Lulm religion, L.Lrll.ii..r

https://www.naea. org/5|tes/default/f|les/
Code%200f%20Conduct%20Approved%20August%202014.pdf
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Tax Knowledge Center Member Center Publications

nal reputation

ttps://www.natptax.com/AboutNATP/WhatisNATP/

Pages/StandardsofProfessionalConduct.aspx
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