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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 

THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 

OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 

MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 

RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 

without limitation, the tax treatment or tax structure, or both, of any transaction 

described in the associated materials we provide to you, including, but not limited to, 

any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 

subject to change.  Applicability of the information to specific situations should be 

determined through consultation with your tax adviser.
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Tax Research Techniques

◼ Our purpose: present information to assist 

experienced, as well as newer, tax 

professionals with the tax research process.

◼ We discuss: fundamentals of research and 

documentation, along with professional 

standards for tax practice.

◼ We provide: information on free and 

commercial internet tools and websites.
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Tax Research Techniques

◼ Your presenters:

Dr. Susan B. Anders, 

CPA, CGMA

Professor

Midwestern State 

University

Andrea Comeau-

Shirley, CPA

CEO

Namaste 

Consulting

David Glenn, CPA

Founder

Glenn Advisory
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Tax Research Techniques

◼ Overview of Tax Research

◼ Tax Research Process Case Study

◼ Refining Your Tax Research Skills

◼ Levels of Authority

◼ Commercial and Free Resources

◼ Communicating the Results of Your Search

◼ How to Avoid Coming Errors, Traps, or Pitfalls

◼ Professional Standards for Tax Practice

◼ Questions???
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OVERVIEW OF TAX 

RESEARCH

Tax Research Techniques

9



Overview of Tax Research

Tax research activities allow practitioners to 

exercise a higher degree of creativity than any 

other part of practice

◼ Much of the tax professional’s value to a client may 

be in the research, planning, and consulting areas

◼ Tax research and planning allow the greatest 

possible degree of control over prescribed 

transactions

◼ May directly impact tax compliance and 

representation before tax authorities

10



Tax 
Research
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11



Overview of Tax Research

◼ Tax Research

▪ The process by which the tax consequences of 

transactions are determined.

◼ Tax Compliance Research

▪ Facts are known

▪ Determine the consequence of a completed transaction

◼ Tax Planning Research

▪ Facts are open-ended

▪ Structure a future transaction before it takes place
12



Tax Research Process

1. Determine the relevant facts 

2. Identify the issue(s) (research question)

3. Locate each of the relevant authorities

4. Evaluate each of the relevant authorities

5. Reach a conclusion

6. Communicate the results in the standard 

format 

13



Step 1: Determine the Facts  

Compile and evaluate significant facts 

surrounding the issue, for example:

◼ Whether transaction is proposed or completed

◼ Motivation for the transaction

◼ Client’s tax entity 

◼ Client’s personal (family) situation

◼ Client’s marginal tax rates

◼ Client’s legal domicile/citizenship

◼ Related party involvement

14



Step 2: Identify the Issues

Can be the most difficult element of tax research

◼ Fact issues - Information with objective reality
o Dates and amounts and reasonableness, intent, or purpose

◼ Law issues - Unclear how tax law applies
o Possible conflict between IRC sections or possibly there’s no 

provision found that addresses the client’s specific issue

◼ Simple situations can generate many research 

issues
o New issues may arise when researching the original problem  

◼ Collateral estoppel bars re-litigation (appeal) on the same facts or 

same issues – therefore critical to identify all issues surrounding 

original case

15



Step 3: Locate the Authorities 

Once facts gathered and issues defined – must determine 

legal authority that relates to the issue(s)

◼ Primary authority

o Statutory 

o Administrative 

o Judicial

◼ Secondary authority – interpretations of primary authority; 

useful when conflicting primary authority or there appears to 

be no extant primary authority or clarification is needed

o Tax services

o Journals, textbooks, treatises, newsletters

16



Step 4: Evaluate the Authorities 

Necessary to evaluate usefulness of that authority

▪ Different authorities may suggest different 

treatments 

o Court decisions may often need to be evaluated in 

comparison to IRS pronouncements

o Different authorities have different precedential 

values 

▪ Evaluation of authority can lead to identification of 

new issues

17



Step 5: Reach a Conclusion

After several iterations of first four steps, 

researcher must arrive at conclusion

◼ May have no single “best” alternative 

o Alternatives must be considered 

o Client’s preferences must be considered

o “Ideal” solution may be impractical

◼ Recommendations should include alternatives

o If open-fact situation, might detail several 

alternative courses of future action

18



Step 6: Communicate Recommendations

Final step is to communicate results and 

recommendations to client

▪ Memo / Letter to client 

o Restatement of pertinent facts 

o Any assumptions researcher made

o The issues addressed 

o The applicable authority

o The practitioner’s recommendations

19



TAX RESEARCH PROCESS 

CASE STUDY

Tax Research Techniques
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Case Study - Facts

• Our client, Hotel Harry, leases a building from a 

group of investors (Landlord Group) and operates the 

property as a hotel

• Hotel Harry has sub-leased a space on the roof of the 

building to a cell phone company (ABC Cell) so they 

could place a cell tower there

• Hotel Harry collects $1,000/month from the cell 

phone company

Continued…
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Case Study – Facts (continued)

• There is an active secondary market for cell tower 

lease payments whereby the Hotel Harry could sell 

rights to the future payments for a lump sum

• The lease agreement between Hotel Harry and the 

Landlord Group allows Hotel Harry to keep all the 

proceeds from this sub-lease.  The only requirement 

is that the Landlord Group gets paid their agreed 

upon rent from the Hotel Harry.

• The final Tax Research Memo is available in the additional 

materials for this webinar.
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Case Study - Issues

1.If Hotel Harry sells his rights to future payments from the cell 

tower lease, will the character of the income be ordinary or 

capital?

2.Is there a way to structure the transaction so that the income 

from the sale is a capital gain?

Initial Thoughts

• Receiving a lump-sum payment in exchange for future 

payments is most likely going to be ordinary rental income 

but I need to find sources to confirm or disprove that.

• Capital gains involve the sale of something, so I need to figure 

out if my client has anything to sell besides the assignment of 

the future payments
23



Case Study – Starting the Memo

Facts & Issues
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Case Study – Initial Approach

Google Is Your Friend But Not A Source

▪ You’re not the first one to research something like this and it’s highly 

likely someone has researched this topic and written an article about it 

online

▪ Starting in the code, regulations, and court cases is difficult and time 

consuming

▪ Most well-written articles online have citations you can go check

▪ It’s important to know how to filter out less reliable articles.  My favorite 

sources include –
• Anything by Tony Nitti (a true code head)

• IRS.gov (light on primary authority but helpful for interpreting rules)

• The Tax Advisor

Finding The Right Terms and Words Is Key

▪ Unless you’re looking for the right words and phrases it’s difficult to get 

the right answer
25



Case Study – Search Terms

First Google Search – Lease Sale Ordinary Income
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Case Study – Search Terms

First Article – Finding A Search Term

27



Case Study – Search Terms
Refining the Search
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Case Study – Search Terms

Our First Court Case!
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Case Study – Search Terms

Womack v. Commissioner Quote

30



Case Study – Memo Writing

Analysis Section
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Case Study – Structure the Transaction

How to Structure The Transaction For Capital Gain Treatment

1. We have determined that simply receiving a lump-sum payment in 

exchange for assigning the future payments will be ordinary income under 

the “substitute for ordinary income doctrine”

2. This means the transaction needs to be structured as a sale of something 

other than future payments

3. The only item the client owns (as it relates to the transaction) is the lease 

with the investor group for the building

4. Can the client sell his lease rights to the rooftop space instead of assigning 

the future payments?
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Case Study – Structure the Transaction

Capital Gains Research
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Case Study – Structure the Transaction

§1221
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Case Study – Structure the Transaction

§1222
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Case Study – Structure the Transaction

Google Search – “lease buyout taxable”

36





Case Study – Structure the Transaction

Search Results – Found Code Sections §1241 & §1231
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Case Study – Structure the Transaction

§1241
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Case Study – Structure the Transaction
§1.1241-1
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Case Study – Structure the Transaction
§1231(a)

41



Case Study – Structure the Transaction

§1231(a)(3)(A)
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Case Study – Structure the Transaction
§1231(b)(1)
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Case Study – Structure the Transaction

Are Leases §1231 Property 

(Subject to Depreciation Under §167 Or Real Property)?

44



Case Study – Structure the Transaction

Revenue Ruling 72-85
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Case Study – Structure the Transaction
Memo Analysis
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Case Study – Structure the Transaction
Conclusion
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REFINING YOUR TAX 

RESEARCH SKILLS

Tax Research Techniques
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Tax Research Process

Reminder…

1. Gather the relevant facts 

2. Identify the issue(s) 

3. Locate Tax authorities

4. Evaluate (separately) each of the relevant 

authorities

5. Reach a conclusion & recommendations

6. Communicate your results

50



Question of Fact or Law

Question

◼ Is the taxpayer’s total 
compensation 
reasonable in 
amount?

◼ Is entertainment the 
taxpayer purchases 
related to his 
business?

The legal question cannot be 
answered until you have all facts

◼ FACT – need to compare 

to industry averages and 

the effort required to earn 

the income could impact 

conclusion. 

◼ FACT – where did it 

occur, who was present 

and what was the nature 

of the entertainment
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Hybrid – Facts and Law

Question

◼ Is the year end consulting 

fee accrual deductible?  

Fact and Law

◼ FACT – who reports the 
gross income?

◼ FACT – when was it 
earned?

◼ FACT – who deducts the 
expense

◼ LAW – are the parties 
related?

◼ LAW - have all events 
occurred to fixed the 
liability?
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FIND

◼ Consider all sources

o Code

o Journal Articles

o Loose-leaf/electronic

o Blue Book Commentary  *

*MRIC
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Expressing Issues

◼ Success may depend 

on training or 

experience

◼ Reading law may raise 

new questions of Fact 

(step 2) that have be 

investigated (step 1)

◼ Always ask “WHO” and 

“WHEN” questions 

◼ As you evaluate 

authority – you may find 

yourself “cycling” 

through these steps
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Expressing Issues

◼ Generic Wording vs 

Specifics

◼ Narrowing to legal 

citation too early

◼ Work to create a 

standard format that 

meets your Firm’s 

risk management 

and quality 

assurance 

guidelines 

55



Search Tips

◼ For proximity, use 

w/p to find words in 

the same 

paragraph, and use 

w/25 (or other 

number) to find 

words separated by 

a certain number of 

other words.

◼ NEAR – finds words 

in proximity, in any 

order (vs the order 

you enter them). 
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Search Tips

◼ Use OR connectors 

between synonyms and 

similar expressions

◼ Pick words likely to 

appear in the tax 

authority rather than 

just the words 

presented in the facts

◼ Learn code sections 

and use them 

frequently.

◼ disease OR illness OR 

sickness OR disorder 

AND vitamin OR 

nutrient AND 

prescription OR 

prescribe OR 

prescribed AND

medical OR 213
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Search Tips

◼ title("taming 

congress's power 

under the commerce 

clause")

◼ This will return the 

article and may also 

retrieve articles that 

cite the article
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Search Tips

◼ To narrow your 

results, ask to 

retrieve only articles 

that use the case 

name at least a 

certain number of 

times. 

◼ atleast3(lochner) 

◼ atleast5("ex parte 

quirin") 
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Search Tips

◼ Use “and” to pare 

down your results

◼ atleast5(“351(a)(2)") 

and “inventory”
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ASSESS

◼ Are your Goals 

achieved?

◼ Is it current?

◼ Get more facts now 

that you have more 

law 
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WRITE & CITE

PROS

◼ SHEPARDIZE  *

– Law Libraries

– Westlaw’s KeyCite

– Google Scholar

CONS

◼ Predict the opposition

– Do you land on all fours?

– Disclosure to mitigate

62



LEVELS OF AUTHORITY

Tax Research Techniques
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Levels of Authority

In constructing a research conclusion, the tax 

professional often must choose from among several 

interpretations of the law.

Primary and Secondary research materials include:

▪ Internal Revenue Code

▪ Treasury Regulations

▪ IRS administrative practices

▪ Court cases

▪ Hierarchy of court cases

▪ Tax journal articles
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Levels of Authority

AICPA U.S. Federal Tax Law Hierarchy Quick Reference Chart: 
https://www.aicpa.org/content/dam/aicpa/interestareas/tax/resources/practicemanagement/

downloadabledocuments/u-s-federal-tax-law-hierarchy-quick-reference-chart.pdf

U.S. Constitution

U.S. Internal Revenue Code (IRC)

U.S. Treasury Regulations

Legislative History

Judicial Authority

IRS Positions

Secondary Sources
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Primary Authorities: IRC

❑ Internal Revenue Code of 1986

▪ Title 26 of U.S. Code

▪ Written by:
o House Ways and Means Committee

o Senate Finance Committee

▪ May be brief
o Treasury Regulations will fill in detail

▪ May be complex
o Treasury Regulations will provide explanation

66



Primary Authorities: IRC

Citing the 

Internal 

Revenue 

Code

Drilling 

down

in the 

Internal 

Revenue 

Code
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Primary Authorities: Treas. Regs.

❑ Treasury Regulations 
▪ The Treasury Dept. official explanations

▪ Treasury Dept. has general authority to provide the 

official interpretive explanation

➢ Needed when IRC is complex

▪ Congress delegates to Treas. Dept. the authority to 

provide legislative explanation

➢ Needed when IRC is brief
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Primary Authorities: Treas. Regs.

Type of Regulation

Commonly encountered types:

1: Income Tax

20: Estate Tax

25: Gift Tax

31: Employment Tax

301: Procedural Matters
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Primary Authorities: Treas. Regs.

▪ Citation example:

Reg. Sec. 1.165 - 5

Income Tax IRC Section 5th regulation

▪ Proposed Regulations will be designated as 

“Prop. Reg. Sec.” instead of “Reg. Sec.”

▪ Temporary Regulations will be designated as 

“Temp. Reg. Sec.”
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Primary Authorities: 

Administrative Pronouncements 

1. Revenue Rulings

▪ “Mini cases” discussing a hypothetical taxpayer 
with a hypothetical tax situation

▪ Citation:   Rev. Rul. 97-4, 1997-1 C.B. 5.

2. Revenue Procedures

▪ IRS pronouncements dealing with IRS 
procedural matters, e.g., requirements for 
filing a Change in Accounting Method.

▪ Citation:  Rev. Proc. 2001-19, 2001-5 C.B. 6.
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Primary Authorities: 

Administrative Pronouncements

3. Private Letter Rulings

▪ Issued by the IRS to a taxpayer for a 

specific situation.

▪ Citation: Ltr. Rul. 2004131966 (Nov. 4, 1966).

4. Other Interpretations 

▪ Technical Advice Memoranda

▪ Information Releases

▪ Announcements and Notices
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U.S. Supreme

Court

U.S. Courts

of Appeals

U.S. Court of Appeals 

for the Federal Circuit

U.S. Tax

Court

U.S. District

Court

U.S. Court of

Federal Claims

Small claims

division of

U.S. Tax Court

T
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p
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el
Primary Authorities: Judicial
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Primary Authorities: Judicial

◼ Trial Level: 

U.S. Tax Court

• No prepayment of tax 

assessment

• Judges specialize in tax 

matters

• Small claims division:

• Amount LT $50,000

◼ Trial Level:

Pay tax/sue for refund

Not specialized in tax

➢ U.S. District Court

• Jury

➢ U.S. Court of Federal 

Claims

• No Jury
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Primary Authorities: Judicial

◼ Appellate Level:

Do not retry case

Determine if law was correctly applied 

❖ U.S. Court of Appeals

❖ From U. S. Tax Court and U.S. District Court

❖ U.S. Court of Appeals for the Federal Circuit

❖ From U. S. Court of Federal Claims

❖ 12 regional districts—may reach different verdicts

❖ U. S. Supreme Court—very selective
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COMMERCIAL AND FREE 

RESOURCES

Tax Research Techniques
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Using Tax Services for Research

◼ Lists of popular commercial and free tax 

research resources and websites (with 

hyperlinks) are available in the additional 

materials for this webinar

o 60% of respondents to Susan Anders’ 2019 

survey indicated they used at least one 

commercial research product

o 71% rated at least one free tax research resource

o A majority were familiar with more than one 

commercial tool and used multiple free options
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Commercial Tax Services

❑ Tax Services 

▪ Provide editorial discussion and interpretive 

comments

▪ Include access to both primary source tax law 

▪ Provide ability to search vast amount of data

▪ May allow researcher to link to decisions and 

rulings immediately upon release

▪ Skill is needed to narrow search terms and 

sources searched
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Commercial Tax Services

Many of the 

commercial 

resources offer free 

demonstrations and 

customized 

packages at different 

price ranges
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Free Resource Materials

❑ Electonic databases (free) are available to 

access Internal Revenue Code, Treasury 

Regulations, Treasury Publications, court 

cases, and secondary resources.

▪ Free websites are handy (and free!), but not always 

as easily searched or up to date

❑ Periodicals are journals, magazines, and 

newsletters containing scholarly articles on tax 

issues.

▪ A great helper to get started on your search
81



Free Resource Materials
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Using Tax Services for Research

◼ Regardless of research method used, 

practitioner needs to formulate the 

questions, identify the issues, and employ 

an iterative process to refine the search

◼ Four search methods

o Keyword search

o Contents search

o Index search

o Citation search
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Keyword Search

◼ Challenge is to identify keyword

1. Enter keywords in the “Search” box

2. Select one or more databases and click “Search”

◼ Natural Language Search 
o Intuitive 

◼ Boolean Search Terms
o Use connectors or wildcards

◼ Use an iterative process
o Refine the search keywords and terms used

o Try to limit the number of retrieved documents
84



Contents Search

◼ Content search appropriate if researcher has 

reasonably good idea of area of tax law – can 

be important method for limiting number of 

documents retrieved

o Like paging through a book online

o Starts at Table of Contents and progresses by 

drilling down into the layers of the database
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Index Search

▪ New researcher may find this search difficult 

due to unfamiliarity with language/structure 

of law

▪ Can provide researcher with effective terms 

for keyword search

▪ Can search primary or secondary sources

oUsually begin with editorial sources
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Citation Search

◼ Citation search applicable if researcher knows 

code section, regulation, ruling, paragraph, or 

other source document

o Must know the form of the citation of the tax law to 

be examined

o Most efficient search when item is known

o Not the same as a Citator (“Shepardizing”)
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COMMUNICATING THE 

RESULTS OF YOUR SEARCH

Tax Research Techniques

88



Client Communication

❑ It’s important to discuss your findings with the client as a “reality check”

• Did you get the facts right?

• Does the client agree with your results?

• Did you answer the client’s question?

❑ What may technically work may not work in reality

• Perhaps the Landlord Group doesn’t want a second tenant

• Will the client actually follow through on what you propose?

Practice Suggestions

❑ Share your research as a “draft” with the client first

• This gives you wiggle room if something needs to be changed

❑ Update your research as needed after your discussion and possibly send 

them a copy of the final version

• Sending a final version may not make sense for every case but I like to 

send one if it relates to tax planning
89



Use of Your Research

❑ The research may be referred to years later and 

needs to stand on its own

• This means it can be read and understood by someone not 

familiar with the situation and your position can be 

supported

❑ It could be used in an audit to support a tax return 

position

❑ CYA

• It shows you did your homework
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Elevating Your Practice

❑ Doing tax research as part of high-level tax plan 

positions you as an adviser rather than a preparer

• Clients pay more for tax advisers than they do for preparers

❑ Knowing how to look up answers from the Code 

and Regulations gives you a deeper understanding 

of the tax law and helps you speak more 

intelligently with clients
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HOW TO AVOID COMMON 

ERRORS, TRAPS OR PITFALLS

Tax Research Techniques
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Scope of Exceptions

Section 1245 “this section shall apply 

notwithstanding an other provisions of this 

subtitle”  
(i.e. Subtitle A – all codes related to Income taxes)

Section 301 “Except as otherwise provided in 

this chapter”
Because 301 is in Chapter 1, which covers most taxes 

– the range of possible exceptions is pretty large
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Errors of Omissions

Section 511 (UBIT)- At first glance, one may 

believe that a charity which is not mentioned 

may engage in an unrelated business without 

worrying about taxation (UBIT) – but there is 

a far worse consequence intended than is 

mentioned  in the code section  - loss of its tax 

exempt status.
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Small Words

AND

◼ Must meet the following 

requirements

– 1)

– 2)

– 3)

– 4)

OR

◼ Must meet the following 

requirements

– 1)

– 2)

– 3)

– 4)

“A” versus “the”
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Don’t forget MATH

◼ Consider all the 

variables and 

options

◼ Limits

◼ Overlap

◼ Either /All/ Some

◼ Costs from software 

consultant (developer) 

will either be training or 

R&D 

o Both generate Credits

o Different state treatments

o One has option for 

current year treatment 

(expense v.s. Capitalize)
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Hidden Definitions

❑ Section 751 (hot assets) defines “unrealized 

receivables” to include certain depreciable 

property and defines “inventory” to include 

certain foreign investment company stock. 

❑ Section 160 (deductions) – uses the term “paid or

accrued.”   Ordinarily “or” would mean you only have 

meet one of these criteria so you would take a deduction 

so long as either of the tests is met. Section 7701 

defines “paid or accrued” to restrict the term to 

align with the taxpayer’s method of accounting. 
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Jumping to Conclusions

Section 164 says “the following taxes will be 

deductible” followed by a short list of four taxes.  

But a sentence below the listing reveals that the list is not 

exclusive and other taxes are also deductible.  

“In addition, there shall be allowed as a 

deduction…..” 
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Conflicting Sections

Section 167 says “The taxpayer shall 

elect each taxable year whether to 

apply the repair allowance and treat 

expenditures ….”

Section 701 specifically provides that 

“a partnership shall not be subject to 

the income tax.”  
99



Conflicting Sections

Section 167 says “The taxpayer shall 

elect each taxable year whether to 

apply the repair allowance and treat 

expenditures ….”

Section 701 specifically provides that 

“a partnership shall not be subject to 

the income tax.”  
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Conflicting Sections

Partnerships need special consideration 

because many codes section refer to “the 

taxpayer.”  Depreciation is an area where the 

determination is often made at the partnership 

level – despite the fact that section 701 

specifically provides that “a partnership shall 

not be subject to the income tax.”  
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Scope Can Be Adjusted

❑ Section 161 (dealing with allowable 

deductions) – “In computing taxable income 

... there shall be allowed as a deduction the 

items specified in the part subject to the 

exceptions provided in part IX (section 261 

and following, related to items not 

deductible.”

Some of the limitations listed in Section 261 

through 279 are severe.   
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Consider All Options

Andrea  owns land (basis $20 million) and receives 

$300,000 from a nearby city for allowing polluted 

water to flow across it. Under the easement, neither 

party can predict the water’s path with reasonable 

accuracy, and the flooding may change direction over 

time, especially as the city varies the volume of 

released water. 

How much of the $300,000 received is income to 

Andrea? 
103



What are the options ?

(1)the full $300,000 is income

(2)the excess of $300,000 over the basis 

attributable to the flooded portion of the land is 

income 

How much of the $300,000 

received is income to Andrea?
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OR……Option (3)  $0 is income.

Under similar facts, Inaja Land Company, Ltd., 9 

TC 727 (1947), acq., treated the entire amount as a 

return of capital, yielding no income (Basis reduced 

to $19.7M)
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2 ½ month vs 75 day 

Section 267 provides that accrued salaries to a 

cash basis shareholder-officer must be paid 

within 2 ½ months (or the deduction is lost) 

only where the shareholder owns more than 

50% in the value of the outstanding stock.
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PROFESSIONAL STANDARDS 

FOR TAX PRACTICE
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Professional Standards of Tax Practice

Overview: CPAs are governed by several entities:

◼ State Boards of Accountancy

◼ Securities and Exchange Commission

◼ Public Company Accounting Oversight Board

◼ AICPA and State CPA Societies

◼ Civil Law

◼ Criminal Law
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Professional Standards of Tax Practice

CPAs engaged in Tax Practice should be 

specifically aware of:

◼ AICPA: Code of Professional Conduct

◼ AICPA: Statements on Standards for Tax 

Services (SSTS)

◼ IRS: Circular 230—Regulations Governing 

Practice Before the IRS

◼ Congress: IRC Tax Preparer Penalties

◼ Congress: Sarbanes-Oxley Act of 2002
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AICPA Code of Professional Conduct

◼ AICPA Code of Professional Conduct applies to 

AICPA members in general, not just tax practice

◼ Principles of Conduct include:

o 1.100: Integrity, and Objectivity

o 1.300: General Standards 

o 1.320: Accounting Principles

o 1.400: Acts Discreditable 

o 1.700: Confidential Information

◼ Not specific to Tax Practice, broad enough to apply to all 

professional services

https://www.aicpa.org/research/standards/codeofconduct.html
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AICPA Code of Professional Conduct

◼ Integrity and Objectivity [1.100.001]

Old Rule 102: Professional services must be performed with 

objectivity and integrity, and without conflict of interest.  CPAs 

should not misrepresent facts or subordinate their judgment to that 

of others.

◼ Conflict of Interest [1.110.010]

Examples (l) and (m):

l. Providing tax or personal financial planning services for 

several members of a family who have opposing interests
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AICPA Code of Professional Conduct

◼ General Standards [1.300.001]

Old Rule 201: General standards for

o Professional competence

o Due professional care

o Adequate planning and supervision

o Obtain sufficient relevant data for conclusions or 

recommendations

◼ Compliance with standards [1.310.001] and accounting 

principles [1.320.001]

o Old Rules 202 and 203: Must comply with all promulgated 

standards adopted by AICPA Council designees
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AICPA Code of Professional Conduct

◼ Acts Discreditable [1.400.001]

Old Rule 501: “Acts Discreditable”

o Retaining client records

o Failure to file tax returns or pay tax liability

o Signing a false return

◼ Confidential Client Information [1.700.001]

Old Rule 301: prohibits disclosure of confidential client data.

o Exception: CPA served with subpoena or summons
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AICPA SSTS

1. Tax Return Positions

2. Answers to Questions on Returns

3. Certain Procedural Aspects of Preparing Tax Returns

4. Use of Estimates

5. Departure from a Position Previously Concluded in an 

Administrative Proceeding

6. Knowledge of Error: Return Preparation and 

Administrative Proceedings

7. Form and Content of Advice to Taxpayers

https://www.aicpa.org/interestareas/tax/resources/standardsethics/state

mentsonstandardsfortaxservices.html
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AICPA SSTS

◼ No. 1: Tax Return Positions Standards for 

o Recommending a tax return position

o Preparing or signing tax returns

◼ Specifics:

❖5a—Realistic possibility of being upheld

❖5a—Not realistic possibility, then don’t sign

❖6—Advise regarding penalties

❖8—Advocate for taxpayer

❖11—Duty to tax system, but also…duty to assist 

taxpayers in lawfully minimizing the tax burden
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AICPA SSTS

◼ Interpretation No. 1-2: “Tax Planning”

❖Tax planning includes both completed and proposed 

transactions

❖When issuing an opinion on tax planning              

❖Establish the relevant facts 

❖Consider the reasonableness of the assumptions

❖Apply the pertinent authorities to the relevant facts

❖Consider the business purpose and economic substance

❖Arrive at a conclusion supported by the authorities

❖The scope of the engagement should be appropriately 

determined
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AICPA SSTS

◼ No. 7: Form and Content of Advice to Taxpayers 

❖Concerns researching or consulting engagements

❖Member should ensure that tax advice reflects 

professional competence

❖Member should use judgment about whether advice 

can be oral or should be written

❖Member does not have obligation to update previously 

given advice, unless

❖By specific agreement, or

❖Member is assisting in implementing that advice 
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IRS Circular 230

◼ Practice before the IRS (§10.2) includes:

➢Preparing and filing documents

➢Communicating with IRS

➢Representing a client before IRS

◼ Allowed unlimited practice before the IRS:

➢Attorneys

➢CPAs

➢Enrolled agents 

https://www.aicpa.org/interestareas/tax/resources/standardsethics/treasu

rydepartmentcircularno230.html 118



IRS Circular 230

◼ Duties of practitioner, selected sections:

✓To exercise due diligence in all documents and oral or 

written representations §10.22

✓To return client’s TAX records, unless allowed to retain 

under state law §10.28

✓To not represent a client before IRS where conflicts of 

interests exist with another client §10.29

✓Must not advise client to take a frivolous position §10.34

✓Competence §10.35

✓Requirements for written advice §10.37
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IRS Circular 230

◼ Best practices §10.33

New in most recent update of Cir 230

✓Communicate clearly with client re: terms of engagement

✓Establish facts, determine relevance, evaluate 

reasonableness, identify applicable law, arrive at 

conclusions supported by law and facts

✓Advise the client of the importance of conclusions 

reached, including how to avoid penalties

✓Act fairly and with integrity
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IRC Tax Preparer Penalties:

Civil Penalties

◼ Preparer Disclosure Penalties IRC [§ 6695]

◼ Preparer Conduct Penalties

◼ Understatements due to unreasonable positions [IRC § 6694]

o Greater of $1,000 or ½ of fee received

◼ Willful understatement of tax liability [IRC § 6694]

o Greater of $5,000 or ½ of fee received

◼ Aiding and abetting understatement of tax liability [IRC § 6701]

o Criminal penalties may also apply
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IRC Tax Preparer Penalties:

Criminal Penalties

◼ Aiding and assisting in preparation of false return

o Criminal penalty [IRC § 7206(2)]

▪ Imprisonment up to three years

▪ Up to $100,000 ($500,000 for corporations)

◼ Disclosure or use of return information for other 

purposes [IRC § 7216]

o $250 civil penalty per occurrence 

o Criminal penalties may also apply
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Sarbanes-Oxley

◼ How Sarbox affects the Tax area:

1. Restricts audit firms’ abilities to provide tax services 

to audit clients (SOX Sec. 201)

2. Criminalization of certain misconduct applies to tax 

audits and proceedings

3. Questionable tax issues must be disclosed in 

financial reports

4. Internal controls procedures (SOX Sec. 404) may 

apply to tax function
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Sarbanes-Oxley

◼ Restrictions of auditors provision of tax services
o Permissible tax services 

• Traditional tax compliance, tax planning, and tax advice 
services

• Services approved by client’s audit committee

➢ Obviously—no tax shelter work

o “Issuer” must disclose (in financial statements) fees 
paid to audit firm for non-audit services 

• New regulations segregate tax fees disclosure from all other 
fees
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Commonalities in Ethics Standards

◼ Many similarities between AICPA standards and 

IRS Circular 230

◼ Unlike auditors, who must be independent, tax 

accountants are expected to advocate for taxpayer

◼ However, CPAs do not have attorney/client privilege and 

do have a duty to the tax system

◼ Tax returns are the responsibility of the taxpayer, but tax 

preparers still bear professional responsibility
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Tax Research Techniques

◼Questions???
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