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Maximizing Tax Season Efficiency 

Put procedures in place now to ensure smooth work flow. 
BY EDWARD MENDLOWITZ, CPAIABV/PFS/CFF 

JANUARY 2011 

Run your firm's tax season as if you were advising a client on a business. Whether 
you are a two-person operation or a giant national firm, you need procedures to 
facilitate the tax preparation part of your practice. The following best practices for 
tax season, adapted from my book Managing Your Tax Season, Second Edition, 
apply to any size firm: 

1. Schedule work flow by coordinating client meetings, client submission of data 
and staff availability. For noncorporate clients, schedule and prepare returns on a 
first-in, first-out basis. Call clients and work out times for them to submit 
information. Tell clients which staff members will be working on the return and give 
an expected completion time. A two-week completed return policy can reduce the 
number of client calls, work in process, and scheduling problems, and can help 
speed up cash flow. 

2. Schedule the proper level of staff to prepare returns based on the availability of mentors or trainers and the 
availability of proper tools. Make sure the staff knows how to make the best use of technology and that they 
understand the systems and checklists-and the importance of following and using them. Effective tracking of the 
workload for each staff person and each return is "management." How well you manage ultimately determines the 
success of tax season-and the happiness and satisfaction of staff and partners. 

3. Reduce the number of staff "touches" on returns by streamlining administrative processes. Don't start a return 
until all of a client's information is in the office; organize follow-up procedures for missing information; and have 
staff available to complete the returns they started. Time and work-flow systems can help track staff "touches." 
Monitor the system on a timely basis to manage the process better in real time. 

4. Schedule reviewers for big, complicated or difficult returns, and assign returns to the proper level of reviewer. 
Consider implementing a reviewer qualification test to ensure that your reviewers are prepared to handle issues 
that arise during a review (see sidebar, "Reviewer Qualification Test," below). At a minimum, reviewers should 
undergo some training on the procedures that are implemented. Establish a firm-wide mindset of adhering to 
procedures. That means partners can't allow skipping steps in the process so a return can get sent out quicker. 

5. Examine where bottlenecks exist and don't let returns sit unattended. Often, returns are put aside at the review 
or assembly stage, with one or two open items that can easily be answered with a follow-up call to the client. 
Review and monitor the backlog of unanswered questions for returns that are mostly completed and reduce that 
backlog. Don't let these returns linger. 

6. Examine the relationship between time spent on return preparation versus time spent reviewing the return. An 
unreasonably long review time means the return wasn't properly prepared with adequate and organized 
documentation. It is less expensive and more efficient to have a preparer put the information in order for the 
reviewer, rather than having the reviewer plunge through the backup. Requiring extensive, organized and indexed 
working papers or PDF files may take about 20 minutes per return but can reduce the time it takes the preparer to 
actually work on the return by approximately 50 minutes, and reduce the reviewer time by about a half-hour, 
resulting in a net gain of one hour per return. For a workload of 400 returns, this can save the equivalent of one 
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fulltime person during tax season. Also, the removal of a tedious part of the reviewer's work can substantially 
raise the quality of the review. Note that work flow and scanning software can effectively eliminate much of the 
time spent organizing and indexing a client's information, providing a very quick return on investment. 

7. Try to measure productivity per preparer. Productivity is a measure of results, not time spent. Slower, more 
deliberate preparers may be more productive because they don't need to redo every return they work on, and 
cause less work for the reviewers and partners. In the aggregate, the better staff will have overall higher 
realization, assuming fees are uniformly billed, because the clients they worked on will have had fewer touches on 
their work. Caution: In some firms better staff are assigned to high-fee clients. In some regards, high-fee clients 
could have lower realization because the fees are not what they should be for all the services provided. The result 
is that you use better staff and make less on them. The flip side is that less-skilled staff are assigned to smaller, 
less-desirable clients, and the realization ends up better on those clients because of less supervision and possibly 
less uncompensated extra work. 

8. Effective use of technology can reduce dependence on additional staff. Proper training can help ensure that 
staff perform efficiently. Also, you and your staff should strive to have neat, uncluttered desks and work areas. If 
you are "paperless," then be paperless. Adopt second monitors if you haven't already. See above for information 
on work flow and scanning software. 

9. Be clear on what needs to be done for each client, and make sure your staff is also clear. If clients tell you they 
do not want to pay extra for you to enter their checks into QuickBooks and they send you their checks unsorted, 
what will you do about it? Make sure your staff understands. What about the staff person who also does a bank 
reconciliation? 

10. Bill the client when the tax return is ready. Unbilled tax returns are considered inventory in process. The 
longer you have them, the less they are worth. 

11. Examine extension procedures and consider reducing extensions. Also review who prepares the extensions 
and when, and how the extensions are delivered to the client. Extensions create inventory and unbilled work and, 
in some cases, unpaid-for work. 

12. Prepare estimated taxes for the current year when preparing an extension for a client. Although the amounts 
are likely to change, this estimate will help eliminate the need to touch the client's file or to reacclimate yourself 
with the client's situation when estimated tax payments are due. It also helps the client plan cash flow. If the 
estimated payment vouchers are not prepared with the extensions, be prepared for a mini tax season for June 15 
estimated tax voucher preparation. 

Edward Mendlowitz (emend/owitz@withum.com) is a partner with WithumSmith+Brown in New Brunswick, N.J. 

To comment on this article or to suggest an idea for another article, contact Loanna Overcash, senior editor, at 
/overcash@aicpa.org or 919-402-4462. 

Reviewer Qualification Test 
Following are 10 questions reviewers should be able to answer to qualify for their role. Note: Whether or not you 
agree with the questions below, you have to consider a method for making sure reviewers are qualified. Doing so 
should also include reviewer-appropriate CPE and in-house training. 

1. What is the latest date a simplified employer pension (SEP) plan can be opened for 20XX for a sole proprietor? 

2. What date is used as the "date purchased" to report a stock transaction that includes an unallowed loss 
because there was a previous wash sale? 

3. Are extra payments made to an ex-spouse to cover unanticipated increases in tuition in her nursing school 
deductible as alimony? 

4. What is the maximum federal capital gains tax rate from any portion of the gain on commercial real estate that 
an individual tax client sells? 

5. When would you use the annualization exception for the 2210 penalty? 
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6. How are individuals taxed on section 1256 gains? 

7. How would you advise a client who gives large amounts of annual charitable contributions and typically has 
large long-term capital gains? 

8. What cost basis is used when a client sells at the point of vesting of employer-issued restricted stock shares 
that had no cost and the stock broker has provided a 1099-8 showing proceeds of $8,1 OO? 

9. What would a minimum strategy be for a client with incentive stock options to avoid the alternative minimum tax 
(AMT)? 

10. What is the equivalent taxable interest amount for a client with 4% municipal bond interest if his or her 
marginal federal tax rate is 25% (assume no state tax)? 

ANSWERS 
1. It can be opened through the latest due date, including extensions, of the tax return for the previous year. 

2. The date the first or original lot of stocks was purchased. 

3. Voluntary payments to an ex-spouse are not deductible as alimony. 

4. Pre-1987 recaptured depreciation on real estate is taxed at ordinary income rates; 1987 or later recaptured 
depreciation on real estate is taxed, for 2010 tax reporting, at a top capital gains rate of 25%. 

5. When the income or deductions are earned erratically, bunched or not received or paid equally during the year, 
and it results in a lower 2210 penalty. 

6. The gains are taxed as 60% long-term capital gains and 40% short-term capital gains regardless of holding 
period. 

7. To consider donating appreciated long-term-held securities. The client would get a charitable deduction for the 
fair market value of the securities and not have to report the capital gain income. 

8. $8,100. The employer is required to report the entire gain as wages on the employee's Form W-2. 

9. To consider exercising as much of the ISOs as the client can to the point where the AMT would kick in. 

10.5.33%. Divide 4% by 75% (1 - 25%). 

Copyright 2010 A/CPA. All Rights Reserved. 

AICPA RESOURCES 

JofA article 
"Get Results: Improve Your Accounting Firm Processes Using Lean Six Sigma," Jan. 2010, page 38 

Use journalofaccountancy.com to find past articles. In the search box, click "Open Advanced Search" and then 
search by title. 

Publications 
• Bill What You're Worth (#090479) 
• Management of an Accounting Practice Handbook (#090407) 
• Managing Your Tax Season (#090560) 
• Timesavers-Samp/e Forms, Checklists and Surveys for CPA Firm Management (#090484) 

For more information or to place an order, go to cpa2biz.com or call the Institute at 888-777-7077. 
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