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June 28, 2010 
 
The Honorable Michael McCaul 
United States House of Representatives 
Washington, D.C. 20515 
 
RE:  IRS Tax Preparer Registration Proposal 
 
Dear Representative McCaul: 
 
On behalf of the 29,000 members of the Texas Society of Certified Public Accountants, we are writing to 
state our concerns with two aspects of the recent Internal Revenue Service (IRS) proposal to regulate paid 
income tax return preparers, and we urge you to contact the IRS to ask it to exempt CPA firms from the 
requirement to register persons working in CPA firms who do not sign a tax return (non-signing preparers).  
 
IRS Commissioner Douglas Shulman’s December 2009 Return Preparer Review Report called for the IRS to 
“require all individuals who are required to sign a federal tax return as a paid tax return preparer to register 
and obtain a preparer tax identification number.” We support this requirement.  
 
For the reasons discussed below, we recommend that any final regulations specify that the preparer tax 
identification number (PTIN) requirements not apply to non-signing preparer-employees of CPA firms. The 
Professional Standards applicable to CPAs distinguishes a return signed by a CPA from that prepared by an 
enrolled agent or non-licensed preparer because of the supervision and review requirements mandated for 
CPAs.   
 
In the capital markets reform bills currently the subject of a House/Senate conference, both the House and 
the Senate exempted CPAs and employees of CPA firms from duplicative governmental regulatory oversight 
provisions of the consumer financial protection agency because Congress recognized that the existing 
federal and state regulatory regimes applicable to CPAs already provide ample protection for the public. The 
situation regarding non-signing preparers in a CPA firm is analogous and should be treated similarly.   
 
The proposed Treasury regulations would prove problematic to CPA firms in the following common 
situations: (1) CPA firms that frequently hire interns and other staff who may (but not always) have 
completed a four-year degree program, but who have not completed the fifth year of education required by 
many states as a  licensing requirement to sit for the CPA examination and who may, with respect to simple 
returns, exercise a level of judgment, subject to review and signature of the return by a person in the firm 
licensed by the state as a CPA; (2) CPA firms that have staff who have completed their education 
requirements to sit for the CPA exam, but who have not yet passed all four parts of the exam, and who 
function in a manner similar to the intern employee set forth in (1) above and likewise subject to review and 
signature of the return by a person in the firm licensed by the State as a CPA; and (3) CPA firms that  have 
a number of staff employees who have passed the CPA exam, but who are not yet licensed due to the need 
to fulfill a state-mandated experience requirement before licensure as a CPA whose work is likewise 
subjected to review and signature of the return by a person in the firm licensed by the State as a CPA. All 
returns are reviewed and signed by a CPA in the firm – the non-CPA licensed staff employees do not sign 
the returns. 
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The practice of public accountancy in Texas is governed by the Texas State Board of Public Accountancy 
(the “Board”). Regarding the situations in the previous paragraph, it is important to note that the Board’s 
Rules of Professional Conduct (Title 22, Part 22, Chapter 501 of the Texas Administrative Code) state that 
competence to perform professional accounting services (which includes preparing tax returns and providing 
tax advice) involves technical competence as well as the “ability to supervise and evaluate the quality of the 
work being performed” [Rule 501.74(a)(1)]. There is a specific requirement to “adequately plan and 
supervise the performance of professional services” [Rule 501.74(c)]. This means that the work of interns 
and other staff members, whether or not such persons have passed any or all parts of the CPA exam, must 
be adequately supervised by a duly licensed CPA. If not, the CPA is subject to discipline by the Board, 
including the possible loss of the right to practice public accountancy.  
 
Other states and the American Institute of Certified Public Accountants (AICPA) have similar competence 
rules. For example, according to the AICPA Code of Professional Conduct, ET Section 201 (General 
Standards), AICPA members shall “adequately plan and supervise the performance of professional 
services.” Similar to Texas Rule 501.74(c), AICPA Interpretation 201-1 explains that: “Competence to 
perform professional services involves both the technical qualifications of the member and the member’s 
staff and the ability to supervise and evaluate the quality of the work performed.” It is also our understanding 
that the newly-revised AICPA Statements on Standards for Tax Services, effective January 1, 2010, place 
obligations on each CPA signing a return that are not applicable to non-CPA preparers and that should 
further satisfy any concerns of the IRS on proper supervision and review when a CPA signs a return as 
preparer. The AICPA Professional Standards have been adopted by the Board (and each of the other State 
Boards of Public Accountancy in one form or another). 
 
It is very common for interns, staff members who have not yet passed all parts of the CPA exam, and CPA 
candidates fulfilling their work experience requirement, to prepare or help prepare federal tax returns. In fact, 
for many interns and staff members, preparing tax returns is how they support themselves until they pass all 
parts of the CPA exam and comply with the work requirement. And as a practical matter, having them 
prepare tax returns is the only way that many firms can afford to retain their services.  
 
This obviously creates a serious timing problem for all three categories of employees as well as the firms 
that employ them. Beginning on January 1, 2011, Proposed Regulation 1.6109-2(d) requires tax return 
preparers to be an attorney, CPA, enrolled agent, or registered tax return preparer before they can obtain a 
PTIN. Either these interns and CPA candidates (1) must stop preparing federal tax returns, thus losing the 
opportunity to learn how to properly prepare these returns under the supervision of a licensed CPA (and 
perhaps losing their job as well); or (2) they begin the process of becoming a registered tax return preparer 
since the preamble to the proposed regulations “anticipate[s] that transitional interim guidance will be 
provided to allow individuals who intend to become registered tax return preparers to obtain an interim PTIN 
or other interim identifying number. 
 
Fortunately, it appears that the proposed regulations provide for a solution. The sentence in Proposed 
Regulation 1.6109-2(d) requiring tax return preparers to be an attorney, CPA, enrolled agent, or registered 
tax return preparer before they can obtain a PTIN begins with the phrase “Except as provided in paragraph 
(h) of this section.” Proposed Regulation 1.6109-2(h) authorizes the IRS to prescribe exceptions to these 
requirements, “including the requirement that an individual be authorized to practice before the [IRS] before 
receiving a [PTIN] or other prescribed identifying number, as necessary in the interest of effective tax 
administration.”  
 
Under this provision in the Proposed Regulations, the TSCPA respectfully requests that the final regulations 
include an exception to the requirement to obtain a PTIN for interns and other employees of CPA firms 
including those who have or are acquiring the education to be a CPA candidate and who are preparing 
federal tax returns under the supervision and review of a licensed CPA as the signing preparer.  
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CPA firms stand behind all of the work done by members and employees of the firm. The requirement that 
the signing preparer obtain and place his or her PTIN on the return should give the IRS sufficient information 
to monitor the CPA’s practice without the need to extend the PTIN process to non-signing preparers. When 
combined with the regulation of CPAs by state boards of accountancy and Treasury Department Circular 
230 (the rules governing practice before the IRS), we even more strongly believe the PTIN requirement 
should not be extended to non-signing preparers of CPA firms. As noted, this existing multi-level layer of 
regulation of both CPAs and CPA firms is an important distinction from tax return preparer businesses that 
are not subject to this existing level of professional standards, regulation and scrutiny. 
 
One ramification of the non-signing preparer construct as proposed for CPA firm employees is that it creates 
another regulatory duplication regarding testing. We understand that proposed Circular 230 rules will require 
non-signing preparers working at CPA firms (who are not CPAs)  to take an IRS examination. This does not 
make sense for CPA firms already subject to the multi-level layer of professional standards and regulation. 
Indeed, we believe the IRS examination is unnecessary because the assignment of PTINs by the IRS 
should prove effective in identifying preparers who are not competent. Through tracking tax returns by PTIN 
numbers and by having all tax return preparers subject to Circular 230, the IRS will go a long way towards 
achieving the stated goals of the Commissioner’s Report – enhancing compliance and elevating ethical 
conduct – goals we support. Because of this, we believe the IRS should eliminate any testing element of its 
proposal as applied to CPA firms or their staff. Imposing a testing requirement is an unnecessary additional 
regulatory burden on CPA firms and those associated costs will hamper American business – particularly 
small business – without any additional public protections. 
 
Making the IRS aware of these concerns will help focus its program on addressing the fundamental goal – 
tracking incompetent preparers by their PTIN and shutting them down. The Texas Society of Certified Public 
Accountants supports that goal. 
 
We request that you impress upon the IRS the need to exempt CPA firms from the non-signing preparer 
requirements of the proposed PTIN regulations.  
 
Thank you for your consideration of our request that you reach out to the Internal Revenue Service, and 
please contact us if the Texas Society of Certified Public Accountants can be of further assistance to you. 
 
Sincerely, 
 
      
 
C. Jeff Gregg, CPA     John M. Sharbaugh 
Chairman      Executive Director/CEO 
 
/pmw 


