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FOREWORD 

This study on the regulation of persons who prepare income 

tax returns for the public has been prepared in response to House 

Resolution 360 of the Fifth Legislature of the State of Hawaii, 

Regular Session of 1970. 

Information obtained from the District Office of the Internal 

Revenue Service, the State Department of Taxation, the Office 

of Consumer Protection and the Honolulu Better Business Bureau 

was most helpful in the preparation of this report. 

To a great extent, this report could not have been completed 

without the cooperation and information provided by those indivi­

duals and businesses engaged in the field of tax preparation, 

who responded freely to the survey conducted by this office. 

Henry N. Kitamura 
Director 
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FIFTH 
_lT_!>_l~!U!!l!de one and eight co_e!c;s)_ 
~LEGISLATURE, WIL.J,970 
STATE OF HAWAII 

360 

REQUESTING THE LEGISLATIVE REFERENCE BUREAU TO STUDY THE FEASIBILITY 
OF REGULATING THOSE PERSONS WHO HOLD THEMSELVES OUT TO THE 
PUBLIC AS BEING SKILLED IN THE PREPARATION OF TAX RETURNS. 

WHEREAS, there is a growing number of persons who run businesses 
of preparing tax returns and who hold themselves out to the public 
as being skilled in the preparation of tax returns; and 

WHEREAS, because of the complexities involved in the preparation 
of tax returns, a large segment of the public rely on the expertise 
of these businesses to prepare tax returns; and 

WHEREAS, the taxpayer, relying on these, tax return preparers, 
often finds that he has a faulty tax return on his hands; and 

WHEREAS, with most of the tax return preparers closing their 
offices after the tax season, the taxpayer often finds that he has no 
recourse against the tax return preparers; and 

WHEREAS, it may be in the public interest to empower the State 
to regulate, examine and license these tax return preparers to see if 
they have the training and skill to prepare tax returns and to see if 
they have the financial ability to back up their representations to 
the public; now, therefore, 

BE IT RESOLVED by the House of Representatives of the Fifth 
Legislature of the State of Hawaii, Regular Session of 1970, that it 
request the Legislative Reference Bureau to study the feasibility of 
regulating those persons who hold themselves out to the public as 
being skilled in the preparation of tax returns; and 

BE IT FURTHER RESOLVED that the Legislative Reference Bureau 
submit a report of its findings to this Legislature at least ten days 
prior to the convening of the Regular Session of 1971; and 

BE IT FURTHER RESOLVED that a duly certified copy of this 
Resolution be transmitted to the Director of the Legislative Refer­
ence Bureau. 
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Chapter I 

INTRODUCTION 

House Resolution 360 of the Fifth Legislature of the State 

of Hawaii, Regular Session of 1970, requested the Legislative 

Reference Bureau to study the feasibility of regulating those 

persons who hold themselves out to the public as being skilled 

in the preparation of income tax returns. The resolution 

expressed concern over the fact that a large segment of the 

public relies on the expertise of those persons in the business 

of preparing tax returns and that it may be in the public interest 

to examine and license these tax preparers to see that they 

have the financial ability and the necessary training to prepare 

tax returns for the public. 

In preparing this report, a survey was conducted to deter­

mine how many businesses were in operation primarily for the 

preparation of tax returns. Twenty-seven businesses were in 

operation during 1970. One firm, with branches throughout the 

United States, stated that it prepares approximately ten per cent 

of the federal income tax returns filed in the nation. In the 

year 1967 (the most recent figures), this percentage would have 

represented over 7 million returns out of the 71.7 million 

federal income tax returns filed. This 71.7 million returns 

1 represented 62.9 billion dollars in federal income tax payrnents.

The State of Hawaii, in 1967, received 257 thousand income tax 
2 returns for an income tax revenue of 65 million dollars.

These income tax returns are prepared for the public by 

many individuals and businesses. Advertisements or telephone 

listings were found for twenty-seven individuals and businesses 

in the Honolulu Advertiser, the Honolulu Star-Bulletin, the 

Windward Shopper, the Wahiawa Press, and the telephone directory. 
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In addition, certified public accountants, public accountants, 

and attorneys also prepare tax returns. These three professions, 

however, were not included in this study because they are generally 

regulated by either the Board of Accountancy or the Bar Associa­

tion. 

Supplementing the regulated professions and those actively 

advertising their services through telephone listings and news­

papers, are individuals who prepare income tax returns for their 

friends and fellow employees. The local office of the Internal 

Revenue Service conducts one-day courses, prior to the tax season, 

for union members, military personnel, business employees, and 

3 teachers. These persons, once completing the federal courses, 

assist fellow employees in the preparation of tax returns. No 

fee is usually charged for this service. Finally, there are 

persons who prepare income tax returns for their friends but who 

do not actively advertise, except by word of mouth and cards posted 

on bulletin boards in neighborhood stores. Such individuals are 

usually former state or federal tax employees, and others with 

some accounting or bookkeeping background, gained either through 

4 education or experience.

This study is divided into two chapters. Chapter two discusses 

the availability, qualifications and the financial responsiblity 

of the tax preparers that were interviewed. The feasibility of 

regulating these tax preparers is presented in chapter three. 
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Chapter II 

SURVEY OF TAX PREPARERS 

To determine the need for regulating tax preparers, public 

bodies dealing with consumer protection and with tax preparers 

were contacted. Neither the State Department of Taxation nor the 

Federal Internal Revenue Service indicated that they were having 

any problems with tax preparers. The Honolulu Better Business 

Bureau also had no complaints on file concerning tax preparers 

during 1970. The Office of Consumer Protection, however, did 

receive two complaints in the same period. One dealt with an 

advertisement which led the public to believe that the returns 

would be prepared free. This manner of advertisement was stopped 

by the preparer upon being informed that it was misleading. The 

second complaint dealt with the business practice of a tax preparer 

who, when contacted, indicated that it was a communication problem 

between the preparer and the consumer. This complaint was cleared 

1 up to the satisfaction of both the consumer and the tax preparer.

The Legislature, in adopting House Resolution 360, express.ed 

a concern that the public interest may be better served if tax 

preparers were regulated in the following areas: 

1. The availability of tax preparers after the tax filing 
period; 

2. The qualifications of tax preparers; and 

3. The financial responsibility of tax preparers. 

Availability of Tax Preparer 

The services of tax preparer should be available to the 

taxpayer not only during the time that the tax return is being 
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prepared but also after the return is filed, since tax returns 

may be questioned for numerous reasons after filing by both 

state or federal authorities. To determine the availability 

of the tax preparers, an attempt was made to contact them 

either in person or by telephone. On the whole, the tax pre­

parers could be easily reached. Of the twenty-seven individuals 

and business-es which advertised their services during the 1970 
2 tax period, three could not be reached. Two of the three had 

used telephone answering services and left no further reference 

with the service and the third had disconnected his telephone. 

Of the remaining twenty-four tax preparers contacted, one 

was formed by a California based company. This company hired 

four persons in the State to prepare income tax returns but 

only one person remains in the State, the other three having 

moved to the mainland. The remaining person stated that he 

had discontinued doing tax returns and that he had done very 

few 1970 returns since he felt that he was not adequately trained 

by the parent company. Furthermore, he stated that he was not 

compensated by the company for the tax returns he had completed. 

One of the individual entrepreneurs moved his place of 

business but had left a referral telephone number. However, 

he could not be reached through the referral number and he was 

finally contacted at his home. Another tax preparer is open 

only on Saturdays. He does, however, have a home telephone 

number listed at his place of business and may be contacted 

there by any of his clients. The office hours of a third pre­

parer were from six to nine in the morning and after six-thirty 

in the evening. 

Thus, nineteen tax preparers were contacted with ease. 

Some of the smaller tax preparers that were contacted advertised 
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their services only during the tax period in the regional or 

neighborhood newspapers, such as the Windward Shopper. The 

services of these tax preparers are available to their clients 

after the tax period but it is difficult to contact them unless 

the taxpayer has recorded the name of the tax service or has 

retained his copy of the tax return which indicates the name of 

the person preparing his return. 

Qualification of Tax Preparer 

In many instances, it is difficult for the public to judge 

whether a tax preparer is qualified to do a competent job. 

Often, a taxpayer has little knowledge or means to determine 

a tax preparer's background or qualifications. The only means 

of selection available to the taxpayer is by price shopping 

which is seldom a guarantee of obtaining a satisfactory work 

product. 

The twenty-four tax preparers interviewed were found to 

have varying educational or business backgrounds. Their length 

of time in the tax preparation field varied from one to sixteen 

years. Of the twelve businesses composed of more than one 

individual, or involving the hiring of extra personnel during 

the tax period, a majority had persons in charge with a book­

keeping, tax, or accounting background. Also, all the businesses 

required the tax returns to be checked by someone other than 

the original preparer prior to giving the completed return to 

the taxpayer. These businesses either retained persons who 

were trained in taxes, accounting, or bookkeeping or offered 

income tax courses or training of varying lengths, from six 

weeks to six months, to prepare the persons hired for tax work. 
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Some of the businesses which offered a formal training 

course required that its newly hired personnel have a minimum 

amount of specialized education or experience. One firm 

required its newly hired personnel to be former employees of 

the Internal Revenue Service or the State Tax Department, or 

to have done tax work for other firms or in the military. This 

company gave its employees an eight-week course in taxes. 
' 

Another business required its new hires to be trained in account-

ing, particularly those eligible to take the certified public 

accounting test given by the State. This firm gave its employees, 

training from September to January. 

Four businesses which offered training courses did not 

require the applicants to have any previous training or experi­

ence. The courses were offered to anyone who could read, write, 

and use mathematics. One of the companies offered a seventy­

two hour program, which ran for eight weeks with all students 

being assessed a fee. The students were tested at the end of 

the course, and the higher scoring students were selected 

and given ten days of on-the-job training. A second business 

required its employees to either take the seventy-two hour course 

of its competitor or to attend a twelve week course that it 

offered. Another business gave a three week classroom course, 

after which the employees were trained on-the-job for three 

weeks. The fourth business gave a six month course to all new 

employees. 

The qualifications of the individual entrepreneurs were 

also varied. Six had an educational or experience background 

in bookkeeping and three in accounting. TWo had taken tax 

courses from businesses in the tax preparation field and worked 

for these businesses prior to going into business for themselves. 

One had obtained his knowledge of taxes through the experience 
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of doing his own,his employees' and his friends' returns before 

entering the tax preparation field. 

Financial Responsibility of Tax Preparers 

Although taxpayers may seek help in the preparation of 

the income tax return, the burden of filing and paying income 

taxes rests directly upon the taxpayer and is a nondelegable 
3 

duty. The most common interest charge or penalty that may 

be imposed upon a taxpayer for failing in his duties under the 

income tax laws, and which may arise through the use of a tax 

preparer, is that which results from the underpayment of taxes. 

The underpayment of taxes carries an interest penalty under 
4 

both state and federal law. The amount of the interest penalty 

for underpayment varies with the amount of underpayment of 

taxes. Some of the reasons why a person may underpay his taxes 

are because of unqualified deductions and mathematical errors. 

To eliminate such errors, the public often seek the services 

of someone whom they feel is better qualified than themselves 

to prepare their return. This demand has created a market for 

tax preparers who, generally, will agree to pay any interest 

or penalty assessments caused by their error or negligence. 

Twenty of the twenty-four tax services surveyed stated 

that they would pay any penalties or interest assessed the tax­

payer for any errors caused due to their negligence. Of those 

who replied that they would pay the penalties and/or interest 

due to their negligence, not all made this policy public, but 

would pay only if requested to do so. Of the four who did not 

state that they would pay the penalties and interest, two 

indicated that it had never happened and that they were not 
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prepared to state what they would do until the question arose. 

The financial responsibility of a tax preparer is not only 

important in determining his ability to pay in cases where 

penalties and interest are due because of errors caused by his 

negligence but also in cases where fraud is practiced by the 

tax preparer or his employees. Although we are unaware of any 

specific cases occurring in Hawaii, there have been instances 

in other states where fraud has been practiced by tax preparers. 

One instance occurred where the tax preparer had completed 

returns for his clients and was paid the full amount of the 

tax, including his fee, with the understanding that the tax 

money and the returns were to be forwarded to the proper autho­

rity. The tax preparer, however, kept the tax money and failed 
. 5 to file the returns. Other problems may occur where the 

taxpayer gives the tax preparer the power of attorney or where 

the taxpayer signs a blank return. The tax preparer may inten­

tionally raise the amount of the deductions claimed by the 

taxpayer, particularly if the tax refund is to be sent to the 

preparer from which he takes his fee and forwards the balance 
6 

of the refund to the taxpayer. Another example is where the 

tax preparer may make claims on the tax return for estimated 

tax payments when such payments have not been made, thereby 
7 

increasing the refund.
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Chapter III 

REGULATION OF TAX PREPARERS 

The survey conducted of the businesses engaged in the 

preparation of income tax returns indicates that employees 

hired by the firms are given training in the preparation of 

tax returns. There is, however, no uniformity in the length 

of training given the newly hired employee. Nor is there any 

uniformity in the hiring practices of the businesses. Some 

firms only hired personnel with a specialized education or 

experience, whereas certain other firms only required that the 

newly hired employee be able to read, write and use mathematics 

and to take a formal training course in income tax. 

The survey also revealed that, on the whole, the tax pre­

parers could be reached by their clients after the tax returns 

were filed to answer any questions concerning the returns. 

With respect to the question of financial responsibility of 

the tax preparers, a majority indicated that they would pay 

any penalties and interest assessed the taxpayer for errors 

caused by their negligence. This information, however, was 

not passed on to the taxpayers by all the firms interviewed. 

It has also been pointed out that, in other jurisdictions, 

there has been occasions in which fraud has been practiced by 

the tax preparer to the detriment of his clients. We have not 

been apprised of any case where this has happened in this 

jurisdiction. 

Agencies in the consumer protection field and those that 

deal with tax preparers were interviewed to determine whether 

there is a need to regulate the tax preparer. All responded 
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that they could not make a definitive determination since their 

agencies did not have substantial complaints concerning the 

qualifications and practices of tax preparers. The State Tax 

Department, however, did indicate that they are generally satis­

fied with the work being done by the tax preparer. Presently, 

there are no regulations specifically governing tax preparers 

but both the State and Federal authorities do informally check 

on the work done by them. 

Questionnaires were sent to forty-nine states to determine 

whether income tax preparers are being regulated by the other 

states. Forty-four of the states replied and none are presently 

regulating income tax preparers. 

California has had a number of bills under consideration 

regarding the regulation of persons engaged in the preparation 

of tax returns. One bill, signed into law this year, makes it 

a misdemeanor for preparers to disclose, with certain exceptions, 

any information obtained in the preparation of federal or state 
1 

income tax returns. Another bill now under interim study by 

the Senate Committee on Business and Professions woµld direct 

the board of accountancy to license income tax preparers. This 

bill is set forth in Appendix A. Briefly, the bill provides 

that any person shall be deemed engaged in the practice of pub­

lic income tax preparation who: 

1. Prepares income tax forms for clients, based on 
information made available by the clients for 
presentation to government agencies, 

2. Certifies the accuracy of the form based on the 
information available, and 

3. Does any of the following: 

10 



(a) Holds himself or herself out to the public in 
any manner as one skilled in the knowledge, 
science, and practice of income tax preparation, 
and as qualified and ready to render professional 
service therein as a public income tax preparer 
for compensation. 

(b) Maintains an office for the transaction of 
business as a public income tax preparer. 

(c) Offers to prospective clients to perform for 
compensation, or who does perform on behalf of 
clients for compensation, professional services 
that involve or require examination of records, 
review of financial transactions, and accounting 
records. 

In order to be certified by the board of accountancy under 

the California bill, the tax preparer must be: 

1. A citizen of the United States, 

2. A bona -fide resident of the State for at least three 
months, 

3. over twenty-one years old, 

4. Of good moral character, 

and have either: 

1. Completed a four-year high school which included 
three years of English and two years of mathematics 
and, in addition, graduate from a junior college or 
had two years of college, or 

2. Satisfy the board that he had the equivalent education, 
or 

3. Pass a preliminary written exam. 

All persons who comply with the requirements or pass the 

preliminary written exam may then take a qualifying written 

exam prepared by the board of accountancy. Once the person 

11 



passes this written exam he may be certified by the board. 

The regulation of business in general has increased at an 

accelerating rate in the last few years, particularly in those 

fields which involve technicalities beyond the purview of the 

average consumer. It is generally conceded that a state may 

regulate an occupation where the occupation in question, if 

improperly or incompetently carried on, is fraught with danger 

to the public's health, safety, morals, or welfare. If a service 

rendered by an incompetent person produces harm to an appreci­

able part of the community, the legislature, in the exercise 

of its police power, can set standards for those undertaking 
2 

to perform such service. However, there is no conclusive date 

to indicate that the field of income tax preparation, as practiced 

in Hawaii, is being improperly carried on to the detriment of 

the public. If upon further review, new facts are uncovered 

which indicate a need for regulation, then the "California bill" 

discussed above could be used as a model for legislation to 

regulate the income tax preparers. It should be noted that the 

bill does not provide for the bonding of the tax preparers to 

insure financial responsibility. If a bill regulating tax pre­

parers is considered by the Legislature, serious consideration 

should be given to the insertion of the bonding provision for 

the reasons stated in this report. 
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Appendix A 

SENA.TB BILL No. 1287 

Introduced by Senator Sherman 

April 3, 1970 

I(EFLJWLD ·ro C0?1Li\Il'ITCE ox nUSlNESS A1'1l PROPLSSIO~:S 

An act to amend Sections /)018, 50:!0, 5020.3, 5023, 5070.7, rmcl 
5130 of, awl to add SccHons 5031.:-J, 5051.5, 5056.5, 5057,5, 
50S0 .. 1, ti08l.1, 50S2.5, ~i0S3.5, :JOS5, 50S:i.!i, and 513.f.5 to, 
the Ilusincss a11<l Ptu{u1::;.io11s Code, 1'clating to 'j_JU.blic income 
tax vrcpatas. 

• The people of the Staie of California do enact as follows: 

1 SccT10:,;- l. Section 5018 o.f the Dnsincss and Professions 
Code i:,; arn('lHlcd to rrad: 

5018. rr1ic board rnny by regulation, prescrihc, :irnentl or 
r-1wal rnlr"' of 1}H'il P½<iomi1 corn1l! :i ~,prH·pri.~!e to !.lie L'StalJ-
i:sl11m'11L mH1 mainh•n:uH:t> of a hi;,·lJ :,i::rnd:1rd 0£ integrity nnd 
dignit;, in tlw profe~"ion. In mltliiinn lo t11c rcr111irC'nu.•nts con-
ai11<'tl in Cha]ltrr ~ ..f.:"S (coimH0!h'i11f! with f:iection .]-i_...:.J+Y 
.1/)71 ), Pnrt 1, l)iyJsion <l 1 'fitle :~ of the Gow.•rmnent Code, 
 copy of s11rh rules sli.11l lie mailed to cYery holder of a permit 
nrlcr the prm·isious of 1 his chaph'r ~1 t }Past :rn days prior to a 
att' named for n public hcarjn~; h"ld for the purpose of 
·cct•i\'lng' mHl nousi<1eriug obj{:ctions to any of the propo~ed 
rovi~ions. hYcry- 1wrs:1n "·ho holrls ;1 permit to pr..:ctiee pnb1ic 
cconnt:mt·y or 1mfilic income tax J)rcparation h1 this ,Rtnt-e 
tale shall he gowrnc-d and coull'ollc·cl by the rules and stand­
rds ado]ltt',l by the hoard. 
Sr:c. 2. s,,ction ;;020 of the Dusiucss and Professions Code 

s anH•ndcd to read: 
5020. 'l'Jic board t0ha11 nppoin·t aclministrntiYe committees of 

ot less than thl'('e nor more than five mcll!.lJcrs ,vho shall bo 

. LEGISLA'l'IYE COUXSEL'S DIGEST 

SD 1287, as introduced, Sherman (D. & P.). Public income tax pre­
parers. 

Amends, adds, various secs., B. & P.C. 
Empow('rs State Donrd of ~.\ccouutancy to issue certificates and per. 

1nits to public h1comc tax prcpnrcrs. Specifies requirements to become 
public income tax preparer :md fees rcquirrcl therefor. 

Vote-l\Iajority; Appropriation-Yes; Piseal Committee-Yes. 
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45 
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public ncrountants, to per.form any of the following duties, and 
such committees shall be veslctl ,rilh the full powers of the 
bonrtl for such purposes: . 

(a) To rccei\"e antl investigate complaints and to i11itiatc 
an<l C-OJH1net h1n:;-;tig·ations or l!eariu:-1:s, with or without the 
filing: of :my compl:!lnt, nnd to obtaiu information and cxi­
dcnre rel:.!ting to·,my rnatter inYolviug tl1c conduct of public 
uteount;111ts or public fucomc ta:c vrc11arcTS. 

(b) 'l'o rceeiw, and inn'sti;;_ille eoniplaints aud to initiate 
antl condud invcsti:.:·atit111s or lu;arill9.·,;;, 1\itl1 or ·witl1ont the 
fllin~r of an~- eornplc~ini: 1 mid fo obi;1(n infnrm:1tion :ind cvi­
dcntc> 1·eJ,1ti11/! to any mnttcr inn1h~i,11: n11r y_iola1it'll nr ::dl--~?f'd 
violation uJ any uf the 1n·oyi-;ions of this chapter Ly public 
HCCOUJJi<!llL OJ' vulilic income tax jJJ'C}W/'Cl'S. ' 

'l'hc board shall Jll'L'St:rilw the n11its or ~:ections of sueh com­
mittees and <k.sigJiatc the n.rcns or locnliti1.'.s in "·hich they may 
act. 

S:cc. 3. SPction 5020.:J of the Dusiucss nncl P1·ofcssious 
Code is :n1H'lHkd to rcatl: 

50:~o.:J. 'J.1l1c board shall appoiut adrninistratiYc committees 
or not lt"SS than three nor more than fin! rnernbcrn, ,\!10 shall 
he rcriilil:d 1mblic aei:ount11Ht.":1 to 1wrfm'1t1 any of the follow­
ing duties, and such eornmitt.eos :-;hnll lie ycstcll ,vitlt tlic full 
pow0rs of the lJoard for snch pm'J}tV,t's: 

(a) rro J'L'Cdve and inn•0tigatc ('OlllJ)hiints and to initiate 
mid cundi1ct inY('sti;,.tdthns lil' JH,al'iw~·s ,dth or witl1\•llt the 
fiJ-i1:,g- o;' :in_1~ turn1Jhint, aia1 io ()l:ir1i11 )ui\..it:J!;~tiull c.,J:,: ,:•Yi­
dence rdalin~: io UlY ll!i!Uer inYuh·Jwt ihe 1•(n11hwt ti!' ('"!_'li!i2d 
pulJlic nl:t'o111'1 Lm t;:, Or JJ/1 hlic f ncutilC 'tax JJl'C p11 re rs . 

(U) 'l'o rt'U'iYc ::rnd iuYcstig·ato col!ip!aiuts and to initlHte 
and condtict: inY0sti:.:,n1iPns or hcarJngs, with or ,rjtJwut the 
f~Jjng of any compbiur, a11d to ohh1in inf'orm~1tion a!h1 crj­
deJicc rclati11g· to any mati.cr inn1ld11:; miy Yiol::tion or ;1llt•~~ccl 
Yiolation (1f any of 111c lH'nYisions of thic.; t1wptcr by ecrtificd 
public nei.'onn1nnts or public 1{11cowc fa:r prcp(1rcrs. 

'J1hc 1.ionrd ~:hall prcsel'ihc' ihc nuiis or scetirn1s of r,11th com­
mittees :md dcsigrn.1tc the areas or locaJitics in ,rhicb they may 
act. • 

Ste. "1. Bc~tion 5023 of the Business nnd Profossio1h Code 
is nme1Hkcl to read: 

5023. rn1e hon rd ma~~ establish nn examinin;t commit h..-'t:. of 
its O1n1 e('rlifictl public nceountnut rnrmhcrs or other l·ertified 
public•. a('eount~mt.s of the bfnte state iu good slauding, having 
the power: 

(a) 'I'o cxamiuc all applicants for the certificate of certified 
publie ac{'tn.mtant ot Jmblic iilco1nc ia.-r; prcpa.ro· . 

(b) 'ro n~t•ornrnc11<l to thr bonrd appliennts for thr rc,ariifi­
catc of rrrtifh:tl public nrcountm1t or public income frr.r prc­
varo· who fnlfill tlie rcquirunents of tJij,; ehaptrr. 

ThC'- e.xamining committee shall follO"\Y tlw rules antl regEla­
tions adoptctl by the boarrl for the purpose of making cffectiyc 
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the qualiflc·ntions prcscrihcd in .A.rticlcs '1 (commencing- u-t-1aith 
Section 5070) and 3 (commcncinf! at ·1rith 8(1ctio11 50.'JO). 

SLC. 5. Sec-tinn JO~H-.::i is added to the Business nnd Profes­
sions Code, to read: 

503-1.3. ..\s used in this chapter, "pnldic income tax pre­
parer" 1nt•rms m1y person ,Ylto ha,s reG]c;tered with the- lioarcl 
ns a public· in('OllH.' tax preparer arnl ,Ylio l1ohls a valid cer­
tificate and permit to pr:1diec• is<-twfl hy 1he board. 

SEC. G. 81..•etion 00.Jl.j ]!s added to th(' })usincss and Prufrs­
sions C'1·th•, to l'l•ad: 

~,JJ -r·,·1- 0
·<1. ·1, ...:,.te}1! · · as vroL:1 '1 -'t l 111 • ,J1.c. "· 1· H111s u 0··'1-, 0 ;_)'_ ' 'l-'' d·.Ji anc l 

50,IJ 1 a JH'l~,nn sh:111 1,c d,0 t·n1l'd to lw C'll[".!'.c,"Pd in 1he p 1-,:l'iicc 
of publie jneome i.tx )1rl'p:1rntimi within tlH• me.:rnin;,;- antl in­
tent of 111is eliaptf>r wl10 }lrepares pcrsq11,i1 ineomr tux forms 
for elien1s1 b:isvd on infol'mation madl' nndlaLlc by st:ch 
clients, f11r 11n'~l.!ntntio11 of ~oYernnwnt a;;l'llt.'i(•s, who C'cr1ifks 
tli0 ne1.'.llrac·y of th __ ~ form hrt~l'd uu all in~'qnnntil.m of 11--hk·h he 
has nuy hn~ndrdge1 and ,yho <lut'S any of tl11~ folluwing: 

(a) Hnkh: hi111c:;df or h(•J':oc1i: out to tl1e pul1lie in any 1w1.1rner 
ns one stilled in the kno,·:lcd~"P, scic1H:e, mH1 p1\1dlre or income 
tax 1n·1·p,1ral ion, nnd as rprnlified and re:1dy io r(•11tkr pr<1frs­
siunal sr,,rvicc tllrrdn ns a. publie ineomc tax preparer for com-: 
pensatirm. 

(h) ::\fai11taius an offa_.C' for the tnnu,ndiou of lm;-,incss ns a 
pnblie i11n1mr tax J)!'t•pan,r. 

(c) Olfr•r,:; to ]H'O~JH'c·Hvc (•.liL'JJts to pc1·form for comr1t~w;a­
tiu11, ur ,\ho tl,__.e~ pt:rft,rm oH l1l'l1alf or i.::l.iv11L; frn· rurnp(•nsa­
tion, 1n•1;1\ .· .i::r;,1l ::ll vilcs tli:d iin·uh1: l,1· lt'lJ\.iJJ e l:\,iH1iun1iu11 
of records, reYicw of fornndal trans~1ctiow~

1 
and rn~eounting 

rel'ords. 
SEc. 7. SPetion 50:iG.G is added to the Dusi11csi.1 mu1 Prores­

sions Code1 to read: 
[jQJG.i:i. ..Any p1•rso11 ·who has rPcciYCf1 from the board a 

certificate of public income tax prrparcr awl holds a valid 
11rrmit to prnctii:e under the provisi011s of this (•liaptcr :::]tall 
lw stylPd nncl b10wn as a·" public incmne tax Jll'l'pan•r" and 
may also use the abb1·cYiation "P.J.T.P. ". i'~u o11irr pPrson,· 
cxcrpt n p:irtner,½liip rc:rish:rl'C1 undt~r Artich• -1 (eomm<•ncing 
with Sretion ~,070) ol this clrnpter, shnll ;:1ssumc, use, or issue 
that title, dC'sig·natio11. or ahl.Jrcvintion, or any othC'r ti1le, des­
ignation, ~jg11 1 can1, or drvirc kn<liug to indicate that the per­
son nsing- it i~ a public income tnx prcpm·rr. 

SEc. 8. s~~ctiou 5057.5 is added to the Dusi1w.ss arnl Pro­
fessions Code, to n·nd: 

50J7.fi. 1.\11y prr~ou qualifo:.1tl nn<ler ..Artie1e 4 (commrnc­
ing with Srdion :3070) to rC'gistC'r. with lhe board for the prac­
tice of publie income t:1x prcp,1ratio11 i!lHl who has BO rcciis­
tercd and ,Ylw ]11Jlds a n1lid permit for tht> prm·tiee o.f public 
income tax prep:.1rntion sh,111 be_stylet1 and lmmrn as n ''public 
incurne tax prrpar<'r." Xo otlif•r person except a partnership 
registered under Articfo :! (comme1Jei11g with Scetion 5070) 
shall assume or use the titlr, designation, or words tending to 
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indicate tlrnl such person is a public income ln:x preparer. 
Nothing hcn•in contained slrnll prolllbit a person who holds a 
certificate of puLlie inco:me tax preparation issrn:<l by this 
board from lJ-:ing styled ;mcl known as a ' 1 public income tnx 
preparPr. 11 

 Si:c. 9. Scclion 3070.7 of the Business and Professions 
Code is [m1c-ndu] to rend: 

5070.7. ...\ lH.:rmit 1vlJieli is not reue\Yed ·within fiyc years 
follmYing jL; cxpir;::tiuu may nut be reIJrwcc1, rc·st.oreL1, or rriu­
statcd therL•.ilt 0 r

1 
and tli0 ('('l'tilicnte of the ]JJJ!tlcr of the permit 

shali be rnHl'.ei'.:d immcdiatdy upon expir,it ion oJ: the ii Ye-year 
period. 

A pnrtnersllip ,r1wse c:rrtifit>ate ]ms hce11 P<llH'ckU h.r opora­
iiou of this 0, l'.tion rnay ubii.!iu a nc,r cl•rliill·at.c nnd pi~rmit 
onl~· if it a;,raiu rncets the rcq11in·me11ts sd forth in thjs chap-, 
tcr re la tin;_; i u rcg-islration ,11Hl • pays the registration fee aucl 
initial pcl'lnit foe. 

A ecrtifi0d public nccom1Vmt or public income fo."C vrrpa.tcr 
,rhosc ccrlille<Lte is cancelrd by O]Wration of this section rnny 
npply for .ind obtain a new cl'l'lifiealc and permit if: 

(a) lle i;; of gootl moral eharaeter, arn.l no fact, circnm­
staucc, or eondition exist~~ wliieh

1 
jf tlJC eerlifi(':ate and permit 

were i'->sucd
(b.) 

1 ,ronhl justify tlwir revueation (Jr E.nspcnsiou, 
He paiy, all of the fr,,, that "oul,l Jin rcquirt'd of liim 

if hr ,n~1·c th1'JJ applyiHg f(,r ilw cerlificdc ull{] pcnnit for the 
first tinH\ and 

(e) llr. bh s Hllfl )l:lS'-1~!"-, thr\ ('"""'."<•m1nrti1•,;:. Y:1:l'·h \101tl 1 h::, 
requircf1 of liirn if he wcr(• 1hen applyin;; fn1· the certilii:ate 
for the first tl1!H'. The exmnin::tiou 1w1:r u~ y,-:iivcd in auy rasc 
in ,rhil'h the· ::1ppJicant. (•sLdJ!Lhc::; to~ the s:t1isf'.1dio11 ~f: the 
huard t1iat, ,rith due regard Jur the public i11ten•st, he is quali­
fiL'd to cngn~~e iu prneiiec ns a ('crti/i('(l puhlie uccountmit, 

'l'he board 1.:.t;;y1 by ap]H'(1pr.iate rcgulatit1111 proYh1c for the 
w.:1iver or re.£uml of all or .:my parl of the application fee in 
those f'ascs in ,rhL!h a ecrtiHc:ite is issnctl y;]l}wut an cxmui11a­
tion n1Hler thi,:; s::ction. 

SBC. 10. Senion 5080.1 is addccl to tltc llusincss and Pro­
fessions Code, to read: 

5080.1. ,\ ccr!ifica!e of Jlllblie income tax preparer sliall 
be gr.rnted U,\~ the board to m1y person ,rho meets the require­
ments of this nrtieh~. 

Si:c. 11. Section .5l!SI.4 is added to the Business aud Pro­
fessions Code, to rend: 

5081A·. .An applit·,mt for mlmissfon tu the examination 
for a public inelimc tax p1·cparer shall: 

(a) De a c·itizcn of the l~11jtcd States, or have declared his 
intrntion to he,•ome a citizen. 

(b) llaYL" Lel'n a bona fit1e rc:;ident of the s~ntc for at ]cast 
thn'c 11wntl1s immedi.,tcly Jll't>l"cding the time his application 
is filed. 

(e) De cJYrr 1.lie ng-c of 21 )'f•<u·s. 
(d) Be of good moral eharaetcr. 
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(e) Comply with any one of the follm,in,;: 
(1) Ile shall presr-nt suthfactory evidence that he bas suc­

ccssfu1Jy completed a four<rear day high school rourse, 01· the 
equivalent }wurs of coursc•s in an evcuing high sd10ol, 'lvhich 
i11clud0tl threr years of English nn{l t-n-o y-enrs of mathent<:1it•s, 
and in ~Hhlition thcrc•to 11,1.s snccc~sfully completed two years' 
courses of st rnly of college grade. 

(2) lfo :::lwll present sa~isfactory rYi(lenee that he has sue­
crssfn1ly eoLcp!ded a four~year day Jiigh sr]wol eourse, or the 
cqniYalent Jr,_1urs of rourst•s of study in [lll e,ening high se1:c.ol, 
whidi. i11elw~ui three yrur:; tjf Eng]L.;/1 and t.\r1J years of nwthe­
mn1ics, :m<l in additinr1 1h T:'.lo h.:::·; gradu:1tu.l from a :irn::.:ur 
colJC'gc of l'Cl'\l;;11izea 1:tanding. 

(3) He shilll show, to 11,,, Sillisfadion of the board, tl1.1t, he ' 
has had the rrpiiYalcnt of i.lie c/lui;ationa1 qualifications Te.­
quired by p::rnc;raphs (1) or (~) of this suhcliYisinu, or shall 
pass a prelirnln:n·y wriitPH examination given by the bonrd 
mid approvrtl b:r the DirL)('.10r of: Bdnc.ation. 

'£lie memlh·rs of the ho;1nl may require nn npp1ieant to 
appear in Jwrsnn to determine ,d1cthcr his qualific11ti011s arc 
ns 111·eserih.:d iu this chapter and the rull's of the bo:i.rd 
thC'rcnudcr. 

Sr:o. ] 2. Section G0S2.5 is ndded to the Business antl Pro­
fession" Codr1 tri read: 

Mb:2.5. ...:\n applicant for puL1ie llwome tax preparer sli,tll 
s11et•(•.<.,:-:;fnlly Ji:t'-'::> written e:.:arninations ou snlijcc1s c.formcd ruJ~ 
visabk by th:: inan1. 

S.i.C. 1~:. :,_;( d.iu11 ,1033.J jfj ;.HJaed io the Lu:.sinf.':;;S nnd J!ro­
fpssions C'odt', to read: 

50S~LS. tJ:'hc board slrnll preserihc rnh'8 c;,talili:-:;]dng prior 
CXJH·ril'HC'C io be required of au :q.11)1icnnt for a t'<'rti.!icnic. of 
puh]ic hH~ornr~ i.ax pn•pnt·c-r. 

SEC. 1~. i":'~retion 5053 is -nddcd lo the Business and Pron 
fes.sinns Code. i"(1 read; 

:"i0SJ. lrn1ivitluals who Jiave bc,en engngcd in i.he 1msilwss 
of pulilic ineorne tax preparation for hro ~-1';ll's innnec1i,)tt'ly 
preerding the dTedi-rc date of thi~ section sh.all be issncd a 
eertiflcntc b_y· i.lic board, :rnLl sl1a1l not "Le, rrq_uircd to meet the 
cduen1iona1 01· cxpcrirnc-c qna1iflcations set forth in this C'h:1p­

tcr. rpon Lipse of the ec>rlifieate of ;my person, he slwll be 
rcquirrtl to tnl:e ilw 1:~mninntion for rcinsbtcmcnL 

. SEC. ] 5. Seetion 5085.5 is a<l<led to the Business and Pro­
fe.ssions Coclr. to read: 

50SJ.fi. ..A;1y _peTson who is the lwlder of a Ya lid m1rcy0ked 
<'('rl"ificatc ns a rcrtiHrd p11blic ncconntant or puhlic aeeon1i1aut 
is-;u('t1 uudrr tlic hn..-s of Uiis stnte may engag(' in the p1·:1dlee 
of pnli1ic iueome tax preparation ns. deseribC'd in Section 
50:il.5, aud 110 addition:i.l crrtifienlc shall be rcquiretl. 

Sr:.:c. Hi. Seetion G130 of the J1u:.;inrss ant1 Profcsdons CoUe 
js alll('lHl(1d to read: 

51::J0. 'l'Jio l)(lc1rd shnll e1iargc and co11{'ct a fee from caeh 
npplicm,t for the ccrtifientc of certified public acccuntnnt or 
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l of public income tax preparer. 'I'he fee slmll nccompany the 
npplieation which ¥.Hist .shall Le made on n blank provided by 
the boar,l. In no ennt sholl an,· portion 0£ the fee be returned 

 to the applic,1nt uuh,ss Jiis npp1ie1tion js rC'j12ciecl. 
SBC. 11. Section 5J:.H.U is ncldctl to the Business nn<l Pro-

f€'ssions Code\ to read: 
513.J..3. Xot1ritlistamiiug Scriion 513-J, tl1e fees prrscribe<l 

by thi:; eluptcr for publir:. income tax preparers is that fixed 
by the follrw:iu:2: :-.1·hcdnle: 

{a) The vrdlrniH,n·y F\.mniu;,iion fee\ is te:n Jullar;; (:;;10). 
(11) 1rlw ret;l:•Aratiou fee is seYcn dollars nnd fifty cc-nis 

(~7.fiO). 
(c) The renewal fee shall be set by the hoard at. a sum not 

less than six dollars (~:G) nor more th,m fiftc·cn dollars ($15). 
(cl) 'l'hc dclinq11cney frc is live clolLrs ($,'i). 
(c) rl'hc initial permit foe is an nmmmt C'qunl to the renewal 

fee in effect on ilw last regular rcurwal tfate before the d:11e on 
,vhieh the permit is j:,,,uc-J, cxtept tliat, if the permit. j:c issued 
kss thau one yr;ir brfon, it ,rD1 cxpirL\ then 1he initinl J1Prmit 
fN! is au arnomit N11rnl to 50 1wrcent of the renrwnl fN~ in 
effect. on thr fast rrgnlnr renewal date brfore the date on 1rhich 
the permit i:; is-..;u:'d. rrhv lJo:trd rnny, by rq.:ul:iti(1n. p1'0Yidc for 
th<: v1aiYcr or refund of tlH~ initinl pcTmjt fpe wlwre the perwit 
is i'-sued 1f'ss tliau ·15 <lays before the clatr: on whieh h 'iv.ill 
expire. 
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