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Important Disclosures

Please carefully review the following disclosures and limitations of this course.

Although the sponsor of this course, RIA Compliance Consultants, Inc. (“Sponsor”), is an affiliate
of a law firm and Sponsor may have an individual on its staff that is also licensed as an attorney
providing legal services in a completely separate capacity, Sponsor is not a law firm and does
not provide legal services or legal advice. A consulting relationship with Sponsor does not
provide the same protections as an attorney-client relationship.

This course is offered for educational purposes only and should not be considered an
engagement with Instructor or Sponsor. This presentation should not be considered a
comprehensive review or analysis of the topics discussed today. These educational materials are
not a substitute for consulting with an attorney or compliance consultant in a one-on-one
context whereby all the facts of your situation can be considered in their entirety.

Key Point: Taking this educational course does not create an attorney-client relationship or a compliance
consulting relationship between you and your Instructor or the program Sponsor. If you have questions
about your particular circumstances, we encourage you to discuss them with your compliance

professional and/or your attorney.




Please Read Our Fine Print

Instructor and Sponsor make all reasonable efforts to ensure the educational material is current and
accurate at the time of presentation. Instructor and Sponsor are not be under an obligation to advise
you of any regulatory developments or subsequent changes to educational material presented in this
IAR CE course.

Information provided during this course is provided "as is" without warranty of any kind, either express or
implied, including, without limitation, warranties and merchantability, fitness for a particular purpose, or
non-infringement. Instructor and Sponsor assume no liability or responsibility for any errors or omissions in
the content of the presentation.

There is no guarantee or promise that concepts, opinions and/or recommendations discussed will be
favorably received by any particular court, arbitration panel or securities regulator or result in a certain
outcome.

Key Point: Laws and regulations change over time, and it is impossible to predict how a court, arbitration
panel, or securities regulator will act in the future. After taking this course, you should be alert for future

requlatory developments.




Keep in Mind...

Communication with Instructor is not protected from discovery by third-parties during litigation or
regulatory proceedings. Please keep questions during this course in a hypothetical form.

Reviewing the slides and/or attending this course does not create a consulting engagement
with RIA Compliance Consultants, Inc. A consulting relationship can be established only after the
following two events have been completed: (1) our thorough review with you of all the relevant
facts pertaining to a potential engagement; and (2) the execution of a written engagement
and fee agreement and our advance receipt of any retainer required under such an
agreement. The slides and/or course should not be regarded as a complete analysis of the
subjects discussed. The information on these slides and in the course should not be relied upon
as a substitute for one-on-one compliance advice. Often times, a party needs professional
advice that applies to his or her specific situation. Your investment adviser firm should retain a
compliance professional and/or attorney to provide you with specific guidance regarding your
firm’s situation.

Key Point: Do not disclose confidential or proprietary information during this course. If you have questions
about your particular circumstances, we encourage you to discuss them with your compliance

professional and/or your attorney.




Jurisdictions Requiring IAR CE

Already Effective As Of 1/1/26.

AR; CA; CO; DC; FL; HI; IL; KY; MD; MI; MN; MS; NE;

NJ; NV; ND; OK; OR; RI; SC; TN; U.S. Virgin Islands; VT;
& WI.

Effective On 1/1/27:
Indiana
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NASAA
Disclosure

NASAA does not endorse
any particular provider of
investment adviser

representative continuing

education courses. The
content of this course and
any views expressed are
our own and do not
necessarily reflect the
views of NASAA or any of
its member jurisdictions.




Course
Requirements

>

Login - You must be logged in during the
presentation under your email address.

View Entire Presentation — You are required to
watch the entire presentation the course.

Attendance Codes - As you watch the
presentation, you will receive two attendance
codes, each containing three alphanumeric
characters. Save these codes. You will need 1o |
enter the full six-character attendance code prior
to accessing the final quiz.

Lo)gin —You will need to login into
m‘ ps://www.CE4Advisers.com and select/purchase
IS Ccourse.

IAR Acknowledgement — Sig?n the IAR CE
Acknowledgement & Attestation.

Final Quiz - You must complete each lesson and
receive a score of 70% on the final quiz to receive
IAR CE credit (assuming the course has been
approved by NASAA).



https://www.ce4advisers.com/

If you have questions about the content of
this course or need technical help, please
contact us via the email address below:

Content

Questions &
Tec h N iCCI | He | p ContEd@ria-compliance-consultants.com
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Bryan Hill, President
RIA Compliance Consultants, Inc.

Bryan has over 31 years of
experience working with
investment advisers, broker-
dealers and investors as a
compliance consultant, attorney
and executive.

bhill@ria-compliance-consultants.com
877-345-4034 x 101
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Jarrod James

Senior Vice President of RIA Compliance
Consultants, Inc.

Investment Adviser Certified Compliance
Professional®

Masters of Arts in Management

Jjames@ria-compliance-consultants.com

877-345-4034 x 103




Legal
Resources

Authority

Investment Advisers Act § 206

17 C.F.R. § 275.206(4)-1

17 C.F.R. § 275.206(4)-7

31 C.F.R. Part 10 (Circular 230)

26 US.C. § 6694

26 US.C.§ 7216 and 26 C.F.R. §
301.7216-2

17 C.F.R. Part 248 (Regulation S-P)

Principal subject

Anti-fraud foundation for investment-
adyviser conduct

Investment adviser marketing;
misleading statements; substantiation;
fair and balanced presentation

Written compliance policies, annual
review, and CCO responsibility

Practice before the IRS, practitioner
duties, supervision, and sanctions

Tax-return-preparer penalties for
unreasonable, willful, or reckless
positions

Restrictions and permitted
uses/disclosures of fax-return
information

Privacy and safeguarding
requirements for covered institutions,
including SEC registered investment
advisers
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L. Course Does Not Address State
Limited Scope Laws or Professional Rules for

Lawyers, CPAs or Tax Preparers
Related to Tax Services




States May Have Additional Laws
Which May Vary by State

Facts & Circumstances Are Critical

Limitations

& Exclusions

Should Discuss Particular Situation In
One-On-One Context with Attorney




Course Objeclives

Distinguish tax planning, tax advice, tax return preparation, and controversy/representation.

Select and apply a service model - tax planning only, tax advice, or return preparation—with
conftrols appropriate to that model.

|dentify fiduciary, disclosure, supervision, licensing, and liability risks arising from tax-related
recommendations.

Describe tax services accurately in Form ADV, agreements, marketing, and internal policies.
Recognize when CPA, EA, attorney, or other qualified-professional review is warranted.

ldentify core return-preparation controls, including PTIN/EFIN, authorization, review, retention,
and e-filing controls.

f\ppolly l’rRC § 7216, privacy, cybersecurity, vendor oversight, and incident-response principles to
ax data.

Implement practical engagement-letter, disclosure, documentation, and supervision controls.



Course Overview
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Infroduction: Why Tax Planning Creates Compliance Risk
Tax-Related Services Confinuum

Investment Adviser Fiduciary and Disclosure Issues
Marketing and Scope-of-Service Risks

Tax Advice, Competence, and Escalation

Income Tax Return Preparation

Privacy, Cybersecurity, and Tax Return Information
Supervisory Policies, Procedures, and Documentation
Best Practices and Practical Risk Conftrols

Key Takeaways




INntfroduction:
Why Tax Planning

Creates
Compliance Risk




Important Framing

» Tax-related services may be valuable to clients—but they are not a low-risk
‘add-on.”

» The more individualized, technical, or implementation-oriented the acfivity
becomes, the more important competence, disclosure, documentation,
supervision, and escalation become.

» A disclaimer is arisk-conirol component, not a substitute for accurate
communications, svitable recommendations, or sound process.

» A firm should map the service it actually provides—not the service it hopes
clients infer.



Risk Question
for Adviser with

Tax-Related
Services

“What precisely are
we doing, who Is
doing it, for what
compensation, under
what authority, and
with what datae¢”



Risk Map for Tax Services

Service feature

Principal risk

Baseline control

Personalized tax recommendation

Competence /licensing / fiduciary /
liability

Defined scope; facts and assumptions;
escalation criteria

Advice affects investments or AUM

Conflict of interest

|dentify, disclose, mitigate, and
supervise

Tax return preparation

Preparer, authorization, and data risk

Tax engagement letter; PTIN/EFIN
workflow; review controls

Affiliate performs tax work

Disclosure / data-sharing conflict

Form ADV and client disclosures;
entity/data map

Tax claims in marketing

Misleading advertising

Substantiation and compliance review

Tax return data reused for advisory
puUrposes

IRC § 7216 / privacy

Purpose-based access and consent
analysis




Tax-Related Services
B Contfinuum &

Service-Model
- Choices




Five Different Tax-Related Activities

» Tax-aware financial planning — identifies tax consequences and planning
considerations.

» Tax planning — evaluates choices infended to improve tax outcomes.

» Tax advice — applies tax law to a client’s specific facts or recommends @
tax position.

» Income tax return preparation — prepares, or employs another to prepare,
all or a substantial portion of a return or claim for refund for compensation;
the operation may also include reviewing, signing, filing, or electronically
transmitting returns.

» Tax controversy / representation — communicates with or represents @
taxpayer before the IRS or another tax authority.



Tax-Aware

Financial
Planning

Generally lower-risk examples

>

>

>

>

Explaining that Roth conversions can have tax
consequences.

Noting that municipal-bond interest may
receive federal tax tfreatment different from
taxable interest.

Modeling cash-flow effects of a proposed
conversion using stated assumptions.

Advising a client to obtain CPA review before
executing a strategy.

Control language

State assumptions and limitations.

Avoid presenting estimates as tax
determinations.

ldentify data gaps and required professional
review.

Avoid an implication that the adviser has
prepared or approved the client’s return
posifion.



Tax Planning Examples: Retirement and Investment Decisions

Client question

Tax Planning Activity

Tax-advice/escalation indicator

“Should | convert to Roth2”

Model the cash-flow and portfolio
effects under stated tax-rate, income,
and timing assumptions; explain that
conversion income may affect taxes.

Advising the precise conversion
amount based on application of tax-
law rules to the client’s return
position, credits, deductions, or other
individualized tax consequences.

“Should | hold bonds in my IRA
or taxable accountg”

Discuss tax-aware asset-location
considerations, investment objectives,
liquidity, and stated assumptions.

Representing a particular allocation
as a guaranteed tax outcome or
resolving complex state, trust, entity,
or loss-limitation questions.

“Should | sell concentrated
stockge”

Model sale timing, diversification,
liquidity, and estimated gain exposure
using client-provided basis and
assumptions.

Advising on a specific tax election,
qualified small-business stock
treatment, charitable-transfer
technique, or tax reporting position
without appropriate review.




Tax Planning Examples: Charitable, Estate, and Business Issues

Topic Tax Planning Activity

Discuss cash-flow, portfolio, and general planning
Charitable giving effects of giving appreciated assets or bunching
conftributions.

Estate / legacy Identify beneficiary-designation, liquidity, and portfolio
planning implications; coordinate with the client’s attorney.
Business-owner Discuss cash-flow, diversification, succession

planning objectives, and financial-planning implications.

Explain general account features and planning

Education planning tradeoffs

Escalation Trigger

Determining deduction limits, substantiation, appraisal, trust,
or gift-tax consequences.

Drafting legal documents; advising on trust terms, fransfer-
tax positions, or state-law rights.

Selecting entity form; advising on compensation, basis,
restructuring, valuation, payroll, or tax elections.

Advising on a state-specific deduction, credit, or tax filing
position.



Scenario: A client has highly appreciated employer stock and wants to
diversify while reducing taxes.

Service level Example communication Governance response

“A sale may create taxable gain; let’s
model diversification and cash-flow Document assumptions and
scenarios using the basis information limitations.

you provide."”

Tax-aware planning

“We can compare immediate sale,
phased sale, and charitable-giving
scenarios to understand possible
planning tradeoffs.”

Use approved modeling; confirm
scope; disclose assumptions and
conflicts.

Tax planning

“You should use this specific
transaction structure because it will Escalate for qualified tax/legal

qualify for a particular exclusion or analysis and document its scope.
deduction.”

Tax advice

Apply tax-preparation or
representation controls; confirm
authority, engagement, and
qualifications.

Preparing a return reporting the
transaction or responding to an IRS
examination.

Return preparation /
representation




Choose Adviser’s Tax-Service Model Before Serving Clients

Firm model What the firm does What it does not do without |Core protection
escalation

Tax Planning Only Explains tax consequences; identifies Make a client-specific call to Approved language, verbal
planning opportunities; models scenarios action on a tax position, framing, written follow-up,
using stated assumptions; coordinates election, calculation, filing, or CPA/EA/attorney referral, and
with the client’s tax professional. implementation. CRM documentation.

Tax Advice Intentionally provides individualized tax  Provide legal/accountancy Defined authority, competence
recommendations within a defined services, represent clients before review, technical escalation,
scope and through qualified the IRS, or prepare returns unless documented assumptions, E&O
personnel/oversight. separately authorized and review, and supervision.

confrolled.

Tax Return Prepares, reviews, signs, and/or files Treat return preparation as PTIN/EFIN, engagement, review,

Preparation returns through a controlled tax- merely a financial-planning add- authorization, preparer, privacy,
preparation operation. on. retention, and incident-response

conftrols.




Best Practices for Tax-Planning Only Adviser

Objective: Deliver tax-aware value without holding the firm out as the final tax
authority or making an unreviewed implementation recommendation.

» Start with scope: State that the discussion addresses financial-planning
implications and is not a final tfax determination or return-position
recommendation.

» Use conditional language: “Here are the considerations,” “we can model
scenarios,” and "your tax professional should confirm the tax tfreatment
before implementation.”

» Model—not mandate: Identify assumptions, data sources, uncertainty, and
alternative scenarios; avoid presenting a precise result as the required
action.



When Tax
Planning

Becomes
Tax Advice

Recommending a specific deduction, election, entity
structure, valuation position, reporting position, or
transaction sequence.

Resolving uncertain tax-law interpretation.

Directing preparation of forms or taxpayer disclosures.

Advising on frusts, business entities, foreign reporting, digital
assets, or reportable transactions.

Recommending or marketing an arrangement that may
raise tax-evasion, promoter, disclosure, penalty, or
heightened Circular 230 concerns.




Best Practices for Investment Adviser Using
Tax-Advice Model

S
Scope and authority Define permitted advice, prohibited services, credential requirements, state-law boundaries, and when a
separate tax or legal engagement is required.

Competence and escalation Maintain a technical-review path for complex, uncertain, or high-risk advice; use CPA, EA, attorney, or other
appropriately qualified review as the facts and applicable law require.

Recommendation record Preserve client facts, source documents, tax and financial assumptions, analysis, alternatives, conflicts,
reviewer input, recommendation, and client instruction.

Implementation Identify who confirms tax treatment, prepares any return, makes elections, and communicates with tax
authorities. Avoid “informal” implementation based solely on an IAR discussion.

Insurance and accountability Confirm E&O and other coverage for the intended tax-advice activity, including whether taxes, interest,
penalties, and tax-advice claims are excluded or limited.

Supervision Pre-approve higher-risk advice; sample-test files and communications; investigate errors, complaints, and near
misses; update fraining and procedures.




Aclivity Examples Key Question

Form 1040, Form 1065, Who is the preparer;
Return preparation schedules, amended  who reviews; how is
returns filing authorized?

Tax Return

Obtaining signature Is the firm following

° o N current IRS e-file
Prepqrq'l'lon Electronic filing authorization; orocedures and

tfransmitting returns
S controlse

[ ] opgeo
Activities
Is this limited
assistance or
representation?

Explaining a notice;

IRS notice support gathering documents

Is the person
Power of attorney; authorized and
Representation conferences; competent to
advocacy before IRS practice before the
IRS?e




Decision Tree: May the IAR Proceed?

» Which firm service model applies - tax planning only, tax advice, or return preparation?

» Would areasonable client understand the communication as a client-specific
recommendation to act?

» Does the activity rely on complex, uncertain, or high-risk tax-law interpretation - or involve
an election, return position, tax shelter, or reportable transaction?e

» Is an affiiate or the adviser receiving a fee, AUM benefit, referral benefit, or other
economic benefit?

» Wil the activity involve preparing, filing, or using tax-return information?e

» Does the selected model and firm policy require pre-approval or CPA/EA/attorney
review?e

If the activity exceeds the selected service model or raises arisk flag: pause, document the
issue, escalate under policy, and communicate the defined scope to the client.



Investment Adviser

Fiduciary and Disclosure
Issues




Fiduciary Duty:
Tax Services Do Not Sit Outside Advisory Relationship

» Personalized tax-related recommendations may be part of advisory
relationship when they inform investment, financial-planning, or
Implementation decisions.

» Adviser should evaluate both:

» Duty of care: reasonable inquiry, analysis, competence, and advice in the
client’s best interest; and

» Duty of loyalty: full and fair disclosure of material facts and conflicts, sufficiently
specific for informed consent.

» Adviser's actual conduct must align with its stated service model,
personnel qualifications, fees, conflicts disclosures, and supervision.



Common
Conflicts for

Tax-Related
Services

Recommending a strategy that increases
assets under management or advisory
compensation.

Charging separate fees for tax planning or
preparation.

Steering clients to an affiliated tax-
preparation, CPA, law, insurance, or
estate-planning business.

Receiving referral compensation or other
economic benefit,

Using tax-return information to identify
advisory sales opportunities.

Providing “free” tax services conditioned
on, or designed to retain, advisory assets.




Question

What to document

What is the client being asked to
do¢

Recommendation and
alternatives considered

What tax and investment
assumptions are usede

Source, date, limits, and client
confirmation

Who benefits economicallye

Adviser, IAR, affiliate, third party,
client

Is the conflict disclosed clearly
enough?

Disclosure location, timing, and
client-facing language

Is mitigation feasible?

Independent review, fee

separation, client choice, recusal,

supervision

Does the client need outside
review?e

Referral/escalation decision and
communication

@G@nilict of
RIEEN
Analysis:

A Repeatable
Framework




Align Tax Services with Advisory Documents

Form ADV Part 2A brochure: descriptions of services, fees, methods of
analysis, conflicts, affiliations, and disciplinary or other material disclosures
as applicable.

Advisory agreement: scope, exclusions, fees, responsibility allocation,
termination, and limitations.

Tax engagement letter: separate tax scope, taxpayer responsibilities,
deadlines, consent/authorization workflow, and limitations.

Marketing materials: website, pitch books, social mediq, client reports, and
educational materials.

P&P: compliance manual, supervisory procedures, fraining materials,
privacy policy, information security plan and incident-response plan.



Client Communications

Use clear, accurate statements

» Identify whether the firm provides education, planning, advice, preparation, or
coordination.

State whether a CPA, EA, attorney, or affiliate is involved—and in what role.
Explain applicable fees and material conflicts before engagement.

State client responsibilities: complete and accurate information, timely review, and final
approval.

» Identify limitations: forecasts are estimates; tax law can change; legal/tax positions may
require external review.

Avoid

» “We handle all your tax needs” when the firm does not.

» “Tax expert” or *tax savings” claims that cannot be substantiated.

» Guarantees of tax results, refunds, audit outcomes, or strategy effectiveness.




)

Marketing and Scope-of-Service Risks




SEC Rule 206(4)-1

Prohibits materially misleading advertisements and
requires a reasonable basis for substantiation of material
statements of fact.

Requires fair and balanced treatment when discussing
benefits fogether with material risks or limitations.

Applies to tax-related services offered by an investment
adviser.




“Tax-smart” / “tax-optimized” / “tax-
efficient” claims

Tax savings, reduced-tax, or refund
examples

Rule Applies
To TAx-
Related
Marketing
Messages

used in marketing

Tax projections and scenario illustrations




Review
Marketing

Clalimg
Before
Publication

Claim

Primary question

Example control

“We provide tax
planning”

What does that service
actually include?

Approved service
definition and scope
statement

“Tax experts”

Is the statement accurate
and supportable for the
actual personnel?

Credential and
experience
substantiation

“Save on faxes”

Is a benefit promised,
implied, or missing material
limitations?

Balanced risks,
assumptions, and
no-guarantee

language
: Marketing Rule
. Is it @ :
Client tax-success . : review and
testimonial/endorsement .
story . ) . disclosures as
or otherwise misleadinge )
applicable
Tax-model Is it presented as a Assumptions,
S er limitations, audience
projection certainty?

conftrols, review




Examples of Scope Creep

“Can you just tell me which deduction | should claime”

“Can you fill in this tax form based on the documents |
uploaded?¢”

“Will this family limited partnership discount worke”
“What should my S corporation pay me in wagese”
“Can you handle the IRS notice?¢”

“Use last year’s return to show me how much more | can
invest.”




Tax Advice,
Competence,

and Escalation




Circular 230:
Use It as a Competence and Escalation Lens

» Practice before the IRS: Includes matters connected with a presentation to the
IRS, such as preparing or filing documents, communicating with the IRS,
representing a taxpayer, and certain written advice involving potential tax
avoidance or evasion.

» Competence: A practitioner must possess the necessary knowledge, skill,
thoroughness, and preparation for the maftter. 31 C.F.R. § 10.35

» Wiritten advice: A practitioner providing written federal tax advice must use
reasonable factual and legal assumptions, consider all relevant facts, and not
rely on unreasonable representations. 31 C.F.R. § 10.37

» Supervision: A practitioner with responsibility for a firm’'s tax practice must take
reasonable steps to ensure compliance with Circular 230. 31 C.F.R. § 10.36
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Who May Practice Before IRS

Attorneys. “Any attorney who is
not currently under suspension or
disbarment from practice before
the Internal Revenue Service may

practice before the Internal
Revenue Service . ..."

Certified public accountants.
“Any certified public accountant
who is not currently under
suspension or disbarment from
practice before the Internal
Revenue Service may practice
before the Internal Revenue
Service ....”

Enrolled agents. “Any individual
enrolled as an agent pursuant to
this part who is not currently
under suspension or disbarment
from practice before the Internal
Revenue Service may practice
before the Internal Revenue
Service.”




When Does Tax Advice Require a Lawyer, CPA, or EA?

If the IAR’s activity is...

Circular 230 / credential implication

Required firm response

General tax-aware planning—explaining
possible tax consequences and using
disclosed assumptions

No automatic Circular 230 credential requirement solely
because taxes are discussed.

Stay within approved scope; avoid definitive tax
conclusions; document assumptions and
limitations.

Written advice applying federal tax law to a
client’s specific facts

If rendered by a Circular 230 practitioner, written advice
must meet reasonable factual, legal, diligence, and
analysis standards. 31 C.F.R. § 10.37

Escalate complex or outcome-determinative
advice to an appropriately qualified
professional; preserve the review record.

Preparing a return or taking a return position

The activity can trigger preparer rules and IRS
credential/filing requirements; it is not automatically
limited to attorneys, CPAs, or EAs under federal law.

Confirm PTIN/EFIN, tax-preparation
engagement, review, authorization, and
applicable state rules.

Representing the client before the IRS

Attorneys, CPAs, and EAs are principal categories
permitted to practice before the IRS under Circular 230,
subject to the regulation’s conditions. 31 C.F.R. § 10.3

Do not represent or contact the IRS on the
client’s behalf without confirmed authority,
scope, and competence.

Legal, accountancy, or tax-preparer services
regulated by state law

Circular 230 does not displace state attorney licensing,
CPA/accountancy, unauthorized-practice-of-law, or
tax-preparer requirements.

Obtain state-specific legal/compliance review
before the service is offered or marketed.
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Tax Advice, Credentials & Licensing

Activity Federal framework

General tax-aware No federal rule in Circular 230 automatically requires an  Adviser fiduciary, disclosure, competence, marketing, and
financial planning IAR to be an attorney, CPA, or EA merely to discuss firm-policy duties still apply.
general fax considerations.

1Yo [\ Te 0Tl [F4=Yo Ko b &olerilet- Circular 230 may apply when the activity is practice Use a defined scope and escalate complex advice. Do not
before the IRS; state law may also regulate legal or imply an unlicensed person is providing legal or CPA services.
accountancy practice.

(o) & = TAL ). elo VLo (e [o[1 T -] A recommendation or promotion involving a tax shelter, Do not recommend, facilitate, or market it without
arrangement reportable transaction, or arrangement promoted documented pre-approval and review by appropriately
principally for tax avoidance raises heightened federal qualified tax counsel, CPA, or EA, as applicable. Do not
tax, preparer-penalty, Circular 230, anti-fraud, and participate in fax evasion or promote an unvetted strategy.
state-law risk.

Return preparation Paid preparer rules, PTIN/EFIN and e-file requirements Confirm current IRS requirements and applicable state

may apply; a CPA, attorney, or EA credential is not the  preparer rules.

only possible federal pathway to prepare a return.

IRS representation Practice-before-the-IRS rules govern who may represent Authority to represent at the IRS is different from authority to
a taxpayer. practice law or public accountancy under state law.




When an Attorney, CPA, or EA Should Be Involved

» Attorney involvement is generally appropriate when the work includes:

> Legal advice, legal-document drafting, trust/entity rights and obligations,
privilege-sensitive issues, controversy, or matters potentially implicating
unauthorized-practice-of-law rules.

» CPA involvement is generally appropriate when the work includes:

» Accounting judgments, attest/assurance services, complex financial-
statement issues, or work within a state’s regulated public-accountancy
scope.

» EA, CPA, or attorney involvement is generally appropriate when the work includes:

> Complex federal tax-law analysis, return positions, substantive tax
determinations, or IRS representation within the professional’s authority.

Important: These are practical escalation categories, not a substitute for a state-
specific licensing analysis. The firm's policies should impose stricter requirements where
appropriate.




Escalate High-Risk Subject Areas

Ve

Entity formation, reorganizations, or business succession tfransactions.

U

>
Family limited partnerships, valuation discounts, carried interests, or deferred-compensation
questions.

&

=

Trust, estate, charitable, or generation-skipping strategies.

&

-

International tax, FBAR/FATCA, foreign entities, foreign trusts, or cross-border reporting.

\

e

Digital assets, reportable fransactions, conservation easements, or tax shelters.

U

s

Return positions involving uncertainty, substantial authority, or disclosure analysis.

U

-

IRS examination, notice, audit, controversy, collection, or penalty matters.

U




CPA/EA/Attorney Coordination Model

Investment adyviser role Qualified-tax-professional role

Identify issue Gather relevant client objectives Confirm tax question and
and non-tax financial facts information needs

Model scenarios Show financial impact using Determine legal/tax assumptions
disclosed assumptions and analyze tax position

Recommendation Explain investment/planning Review or approve tax-law
implications and alternatives conclusions where engaged

Implementation Coordinate fiming and account Prepare/advise on tax documents,
actions; obtain client direction return position, or representation

Preserve assumptions, approvals, Preserve workpapers and advice
client communications under applicable professional rules




Documentation of Tax-Sensitive Recommendations

: N Sources, date, and : : :
Client objective . : Financial-planning
and relevant facts e assumptions and

. limitations of : T :
received. . : tax assumptions. limitations/risks
information. discussed.

Client decision,
instfructions, and

affiliated-entity D
. any remaining
iInvolvement. N




Income Tax Return
Preparation by Investment
Adviser or Affiliate



Return Preparation Is a Separate

Operating Model

Preparing a return introduces a different control environment:

» Who qualifies as the preparer under applicable law?

Is each paid preparer assigned a current PTIN?

Does the business need an EFIN and current IRS e-file authorizatione

Who may access the tax software, taxpayer portal, and e-file credentialse

vV v v Vv

How are identity verification, review, taxpayer signatures, filing
authorization, and acceptance/rejection notices controllede

» How are extensions, amendments, foreign reporting, digital-asset
questions, and IRS notices routed?



Need Additional Compliance Program for

Tax-Preparation

%

Do not assume an investment
advisory compliance program is
a sufficient fax-preparation
compliance program.




Who Qualifies as a Federal Tax Return Preparer?

Under federal law, a “tax return preparer” generally is
a person who prepares for compensation - or
employs someone to prepare for compensation - @
federal tax return or claim for refund.

Preparing a substantial portion of a return is
treated as preparing the return.




FAQs About Federal Tax Return Preparer

Question  |Practical answer

DTeT-TR (g T-W e l={f o] s W (=1-Te R M LW o4 J.Wo 1 (o] ([ I\ NOT necessarily. The federal preparer definition turns on
or EA to be a federal tax return preparer? compensated preparation, not that credential alone. But state
licensing/tax-preparer rules may impose additional requirements.

Does clerical support make a person a Not merely typing, reproducing, or providing other mechanical
preparer? assistance. The statutory definition also contains limited
exceptions for certain employee, fiduciary, and audit-response

situations.
When is a PTIN relevant? A return or refund claim prepared by a tax return preparer must

bear the identifying number prescribed for the preparer,
employer, or both. In practice, paid preparers generally need a

current PTIN.
Does preparer status authorize IRS No. Return preparation, signing, e-filing, tax advice, and IRS

representation? representation involve different federal and state requirements.
Confirm Circular 230 authority and applicable state law before
representation.




Tax Preparation
Engagement

Letter: Core
Topics

A separate tax engagement letter should address:

>

>

Returns, tax years, jurisdictions, and services
covered.

Services expressly excluded (e.g., audit
representation, legal opinions, foreign
reporting, payroll, amended returns unless
separately engaged).

Client responsibility for complete and accurate
information and supporting records.

Deadlines, extensions, client review, final
approval, and e-file authorization.

Fees, billing, and affiliate relationships.

Document-retention practices and
communication channels.

Privacy/data-use terms and the limits of any
consent.

Scope and process for IRS/state notices,
examination assistance, and representation.



Return Preparation Workflow and Controls

Onboard: engagement letter, identity verification, secure-
document intfake, conflict/data-use screening.

Prepare: standardized organizer; source-document checklist;
exception flags; restricted access.

Review: preparer review plus risk-based second review;
escalation of technical issues.

Approve: client receives completed return; confirms accuracy;
signs applicable authorizations.

File: controlled e-file submission; evidence of authorization;
monitor acceptance/rejection.

Close: retain required records; communicate filing result; route
notices and amendments under defined scope.




Preparer Penalties: A Concrete Risk Reminder

IRC § 6694 can impose penalties where a preparer knew or reasonably
should have known of an unreasonable position and provides higher
penalties for willful or reckless conduct.

Controls to reinforce:

Do not manufacture facts or accept facially implausible information
without appropriate inquiry.

ldentify positions that need technical review, disclosure analysis, or client
substantiation.

Preserve review and escalation records.

Maintain a clear client-responsibility and final-review process.




High-Risk
Return

lopies:
Escalate
Early

Extensions and late-filed returns.

€3 Amended returns and prior preparer work.

¥ Foreign accounts/assets, FBAR/FATCA, and foreign
information reporting.

B Digital-asset fransactions.

w2 Business income, entity issues, shareholder/partner items, and
multistate returns.

A Trusts, estates, gifts, and inherited assets.

. Equity compensation, options, restricted stock, and
executive compensation.

Ea IRS notices, audits, controversy, and collection matters.




Privacy, Cybersecurity, and Use of Tax Return Information




Tax Return Information Is Not Ordinary Client Dato

IRC § 7216 generally restricts knowing or reckless
disclosure or use by paid preparers of return
information for purposes other than preparing or
assisting with the return, subject to statutory and
regulatory exceptions.

Operational implications

e Purpose limitation matters.
* Affiliation alone does not automatically permit data sharing.

* A general privacy notice or broad client consent may not satisfy the
specific requirements applicable to tax-return information.

e Evaluate every proposed use, disclosure, recipient, and system.




IRC § 7216: Advisory-Use Trap

Scenario: The firm prepares a
client’s return, identifies a large
taxable brokerage balance,
and uses the return data to
market or recommend
additional advisory services.

Risk: The information was
obtained in connection with
return preparation; using it for

a non-return-preparation

purpose can trigger § 7216
restrictions unless a valid
exception or consent applies.




Data-Sharing Decision Guide: Firm, Affiliate,
Contractor, or Foreign Access?

Recipient / activity

May it be permitted without taxpayer consent?

Required control

Employee, officer, or member of the same tax-
return-preparer firm in the United States, assisting
with the taxpayer’s return

Often, if the use/disclosure is for return
preparation or qualifying auxiliary services.

Limit access to the preparation purpose and
document role-based access.

A separate tax return preparer in the United
States performing limited processing or auxiliary
work

May be permitted in specified circumstances;
substantive tax determinations or advice by the
second preparer generally require further
analysis.

Confirm scope, recipient role, U.S. location, and
applicable regulatory conditions before
disclosure.

Affiliate, related firm, common-control entity, or
shared-services company

Not automatically. An affiliate is not necessarily
the same tax return preparer for § 7216 purposes.

Treat the affiliate as a separate recipient; identify
purpose/data elements; assess an exception;
obtain taxpayer consent when required.

Contractor supporting tax software, equipment,
or processing

May be permitted only to the extent necessary
and subject to regulatory conditions.

Written contract, minimum necessary access,
and required written notice to individuals
receiving tax-return information.

Person located outside the United States

Cross-border disclosure is restricted and can
require taxpayer consent; certain information,
including an SSN, has additional limits.

Prohibit offshore access unless approved through
a specific § 7216 and privacy review.

Advisory or marketing use of return information

Not a return-preparation purpose.

Do not use or disclose without a valid legal basis
and, where required, properly structured
taxpayer consent.




Data Sharing, Vendors, and Affiliates:

Practical @€ ©kiikEis

» Maintain a data-flow inventory: entity, system, location, recipient, and purpose.
» Use least-privilege access and role-based permissions.

» Do not assume that common ownership, shared personnel, or a shared brand
permits access to tax-return information. Identify the affiliate, purpose, data
elements, and legal basis; obtain a valid consent when required; and disclose
related-party conflicts and data-sharing practices clearly to the client.

» Contractually restrict vendor use, disclosure, subcontracting, security, incident
noftification, and data return/deletion.

» Evaluate offshore access and storage before implementation.

» Require compliance/legal approval before allowing tax data into new systems
or affiliates.



Privacy and Cybersecurity: Regulation S-P Overlap

SEC Regulation S-P establishes privacy and safeguarding obligations applicable to
investment advisers registered with the SEC.

State-registered advisers remain subject to applicable state and other federal
privacy and cybersecurity requirements.

» Tax-data controls should include

>  Written information security plan aligned to the firm’s risk assessment.
Secure portal, encryption, multi-factor authentication, logging, and access reviews.
Vendor due diligence and contract controls.

Incident-response playbooks that recognize tax-return information sensitivity.

vV V V V

Workforce training on phishing, misdirected email, account takeover, and secure
sharing.

> Testing of data restoration, nofification, and escalation paths.




Public Al

Tools

Do not upload taxpayer documents,
return data, SSNs, or client tax
workpapers to an unapproved public
or consumer Al tool.

Before approving any Al-enabled tax
workflow, assess:

Whether the
Vendor contractual Accuracy, use/disclosure is
commitments and hallucination, permitted under §
downstream human review, and 7216 and other
subprocessors. recordkeeping. applicable privacy
obligations.

Data inputs, Authentication,
retention, model access confrols,
fraining/use, and audit logs, and

geographic administrator

processing. confrols.




Supervisory
Policies &
Procedures




Written Policies & Procedures

» Tax-related procedures should address

>

YV VvV VYV V V VYV

Permitted, restricted, and prohibited tax-related activities.
Tax-service scope definitions and credential requirements.
Referral and escalation criteria.

Pre-approval for high-risk strategies and affiliate engagements.
Form ADV, marketing, agreement, and disclosure review.
Tax-data access, consent, vendor, and Al restrictions.

Supervisory testing, exception handling, and annual review.




Sample Time Sensitive

Recommendation Review Matrix

Risktier  |Examples _________________________ |Requiredaction

Tier 1 — Routine General education; tax-aware asset- Use approved materials; document
location discussion material assumptions as
appropriate
Tier 2 — Elevated Roth conversion modeling; concentrated  Supervisor review or defined
stock; charitable-giving strategy checklist; client-specific
assumptions documented
Tier 3 — High Entity restructuring; trusts; foreign reporting;  Written escalation;
return position; tax shelter/reportable CPA/EA/attorney review;
transaction documented approval before
implementation
Tier 4 — Restricted IRS representation outside authority; legal Do not proceed; refer or obtain

opinion; prohibited/unsupported strategy formal approval under policy




Actual tax-related services versus ADV, agree
and website descriptions.

Proper conflict and affiliate disclosures.

Use of approved engagement letters and current
consent forms.

Tax-data access rights, shared drives, portals, and
vendor permissions.

Risk Controls

T@Shﬂg: Public Al / unapproved tool compliance.

Periodic

High-risk-strategy approvals and external-professional
review documentation.

Return workflow evidence: signatures, authorizations,
review, e-file acceptance, and exception logs.

Incident reports, complaints, client confusion, and
remediation.
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Ready to
Offer Tax-

Related
Services

Governance

¢ |s the exact service defined and approved?

* Are qualified personnel, capacity, and supervisory resources in
place?

Disclosure and documentation

* Do ADV, agreements, marketing, client disclosures, and policies
matche

e Are fees, conflicts, affiliates, and limitations clear?

Operational controls

*|s the CPA/EA/attorney escalation path functional?

* Are return-preparation and e-filing controls distinct from advisory
operationse

¢ |s fax data protected, purpose-limited, and restricted from
unapproved Al toolse

Insurance and review

* Does E&O/cyber coverage match the actual tax-service model?

* |s periodic compliance review scheduled and documented?




Questions

Please submit any question online or email with any
questions about the content of this course.

ContEd@ria-compliance-consultants.com
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Thank You
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