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Why GAO Did This Study

Millions of taxpayers use paid tax
return preparers and many of these
paid preparers are not subject to
any qualification requirements.
Paid preparers in California and
Oregon are exceptions in that these
states have set paid preparer
qualification standards.
Additionally, two bills before
Congress would require national
paid preparer regulations.

To help Congress better
understand the potential costs and
revenue effects of regulating paid
preparers, GAO was asked to study
(1) how IRS, California, Oregon,
and other states regulate paid
preparers, (2) how the accuracy of
federal tax returns from California
and Oregon compare to other
returns, and (3) state-level costs
and benefits of the California and
Oregon programs and insights they
provide for a possible national
program. GAO analyzed IRS
research data on tax return
accuracy; interviewed IRS officials,
state administrators, and preparer
community representatives; and
reviewed relevant documents.

What GAO Recommends

If Congress judges that the Oregon
paid preparer regulations account
for even a modest portion of the
higher accuracy of Oregon federal
tax returns at a reasonable cost, it
should consider adopting a similar
regime nationwide. If Congress
enacts paid preparer legislation, it
should also require IRS to evaluate
its effectiveness. IRS provided
technical comments on a draft of
this report which were
incorporated.

To view the full product, including the scope
and methodology, click on GAO-08-781.
For more information, contact Michael
Brostek at (202) 512-9110 or

brostekm @gao.gov.

TAX PREPARERS

Oregon’s Regulatory Regime May Lead to Improved
Federal Tax Return Accuracy and Provides a Possible
Model for National Regulation

What GAO Found

No federal registration, education, or testing requirements apply to all paid
preparers before they can prepare tax returns. California and Oregon have
requirements that preparers must meet before preparing returns in those
states. California paid preparers who are not attorneys, certified public
accountants, enrolled agents (or employed by one of these types of tax
practitioners) must complete an education requirement, obtain a bond, pay a
fee, and register. In following years, they must complete continuing education
requirements, and renew their registration. Oregon has similar, but more
stringent requirements. Oregon has a two-tiered licensing system, with an
education requirement and examination for Licensed Tax Preparers and work
experience and a second examination for Licensed Tax Consultants. Oregon
exempts certified public accountants and their employees, as well as
attorneys, from these requirements. Oregon requires enrolled agents to take a
shorter version of the consultant examination. Fifty-four percent of Oregon
applicants passed the state’s basic examination. Recently, Maryland enacted
legislation to regulate paid preparers and at least three other states have
similar pending legislation.

According to GAO’s analysis of the Internal Revenue Service’s (IRS) tax year
2001 National Research Program data, Oregon returns were more likely to be
accurate while California returns were less likely to be accurate compared to
the rest of the country after controlling for other factors likely to affect
accuracy. In dollar terms, the average Oregon return required approximately
$250 less of a change in tax liability than the average return in the rest of the
country. For Oregon’s 1.56 million individual tax filers, this equates to over
$390 million more in federal income taxes paid in Oregon than would have
been paid if the returns were as accurate as similar returns in the rest of the
country. These results are consistent with, but do not prove, that Oregon’s
regulations lead to some increased tax return accuracy. GAO’s analysis could
not account for all factors that might affect the accuracy of these tax returns.
Because some states without preparer regulation also had tax returns that, on
average, were more accurate than the national average, some portion of the
increased accuracy of Oregon returns likely is due to other factors.

The California and Oregon programs’ costs varied with differences in the
programs’ scope. Both programs’ administrative costs are funded primarily
from program fees. California’s costs were about $29 per preparer and
Oregon’s about $123. GAO estimates that the total annual cost of the ongoing
Oregon program, including state costs and the cost to preparers for their time
and expense in acquiring required education, likely is about $6 million.
Officials in both states believe program benefits like reducing the number of
incompetent preparers outweigh costs, although neither state had data on
benefits. IRS officials said that a national program’s costs likely would depend
on the program’s objectives and features.

United States Government Accountability Office


http://www.gao.gov/cgi-bin/getrpt?GAO-08-781
http://www.gao.gov/cgi-bin/getrpt?GAO-08-781


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


