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How to Know if Your Tax Preparer is Legal
An IRS plan to regulate tax preparers follows the footsteps of current California law
Sacramento, CA (February 16, 2011)—New federal requirements, plus existing state requirements, equals a lot more rules and fees for professional tax preparers. The hopeful result:  Less fraud and more protection to taxpayers.

“References and experience are helpful, but that does not automatically mean the tax preparer is legal,” said Lester Crawford, chairman of the California Tax Education Council (CTEC), which oversees a state requirement to register unlicensed tax preparers.

California law requires anyone who prepares or assists with preparing tax returns for a fee, and is not a licensed attorney, certified public accountant (CPA) or enrolled agent (EA), to register with CTEC. Each CTEC-registered tax preparer (CRTP) must be bonded to protect clients against fraud, plus complete courses on tax laws each year.
As of January 1, 2011, the IRS is requiring all paid tax preparers (includes attorneys, CPAs, CRTPs and EAs) who prepare or assist with preparing federal tax returns to obtain a Preparer Tax Identification Number (PTIN). The purpose is to help the IRS differentiate between the good, the bad and the incompetent tax preparers. The Franchise Tax Board (FTB) estimates it will impact 80,000 California tax preparers. 

At some point the IRS also plans to enforce continuing education and exam requirements on tax preparers who are not attorneys, CPAs or EAs. CRTPs will not be exempt. 

The IRS believes the regulations will help reduce fraud and close the tax gap; however, skeptics argue it is the complex tax code that is causing most of the issues and mistakes. 

“It will be interesting to see how it all plays out,” said Celeste Heritage, CTEC administrator. “From CTEC’s standpoint, the reasoning has always been that some education is better than no education.”

To verify:

· Attorneys, contact the State Bar of California www.calbar.ca.gov

· 
CPAs, contact the California Board of Accountancy www.dca.ca.gov/cba

· 
CRTPs, contact the California Tax Education Council www.ctec.org
· EAs, call the IRS Office of Professional Responsibility at (313) 234-1280.
CTEC is a nonprofit organization that was established in 1997 by the California State Legislature to protect taxpayers. Consumers can report illegal tax preparers at www.ctec.org or call (877) 850-2832 for more information.
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