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CORPORATE AND EXECUTIVE BIOGRAPHIES 
 
Charles E. McCabe, President and CEO, is the founder of the Richmond, Virginia-based 
Peoples Income Tax, an innovative, multi-office tax preparation firm established in 1987.  He has 
over 40 years of experience in the mass-market tax preparation industry.  Previously, he was 
Director of the H & R Block Mid-Atlantic and New York City Regions overseeing in each region 
200+ offices through 21 district managers.  Honored in 1993, 1994, 1995 and 1996 as one of the 
fastest growing private companies in the metropolitan Richmond area, Peoples Income Tax, Inc. 
was also named a 1994 Blue Chip Enterprise by the U.S. Chamber of Commerce.  Peoples was a 
recipient of the 1999 Torch Award for Marketplace Integrity from the Better Business Bureau, and in 
December 1999, at a ceremony in Washington, D.C., Robert Barr, then IRS Assistant 
Commissioner for Electronic Tax Administration (ETA), recognized Peoples as a “Special Friend of 
ETA.”  In October 2000 McCabe was appointed to the IRS Electronic Administration Advisory 
Committee (ETAAC), which reports annually to Congress.  Chuck was awarded the Samuel H. 
Dilbert Community Service Award for 2004 by Commonwealth Catholic Charities.  He was 
founding Chairman of the Virginia Council of CEOs and  served as Chairman of the Better 
Business Bureau of Central Virginia. He is also owner and manager of the popular LinkedIn 
Group Tax Business Owners of America.   

Chuck graduated Summa Cum Laude, with a B.S degree in Management & Social Sciences from 
Adelphi University on Long Island.  He earned an Executive M.B.A. degree from Pace University 
in New York City, where he also completed all course requirements except dissertation toward a 
Doctorate in Management.  He has writen numerous articles on taxes, management and adult 
education and is co-author of two nationally distributed books published by Peterson’s of Princeton, 
NJ: Back to School: The College Guide for Adults and New Horizons: The Education and Career 
Planning Guide for He has also written tax practice management manuals and presented 
seminars for national tax trade associations, such as NATP, NSTP and NSA.  Adults  He is 
founder of The Income Tax School, a division of Peoples Income Tax, which licenses tax school 
systems to accounting and tax firms nationwide.  In 2006, Chuck was elected to the Executive 
Committee of the Career College Advisory Board for the State Council of Higher Education for 
Virginia.  Chuck has also been an adjunct faculty member at several colleges and universities, 
where he has taught taxes and business management.   

Catherine A. Mueller, EA, Advanced Curriculum Developer and Editor, graduated from 
Virginia Commonwealth University with a B.S. Degree in Accounting (including Advanced 
Corporate Taxation) and a minor in Business Administration.  She has been licensed as an 
Enrolled Agent to practice before all administrative levels of the IRS and also completed a 
graduate course in Taxpayer Representation.  
 
Cathy worked for 15 years for U-Tote'M of Virginia, Inc., where she advanced from Accounting 
Clerk to General Manager and President, until the company was sold in 1992.  Previously she 
had held various accounting jobs, and she was also self-employed providing Accounting, Tax and 
Business Consulting services for small businesses.  Cathy retired from Peoples Income Tax on a 
full-time basis but has recently returned as Director of Operations for Peoples Income Tax. 

Sheila A. Clark, VP, Director of The Income Tax School, joined Peoples Income Tax, Inc., in 
1993 as a seasonal tax associate.  In 1994 Sheila began working with Peoples year-round and in 
1997 joined Peoples corporate staff full-time as Assistant Director of Operations.  In 2002, Sheila 
was appointed Vice President and Director of Operations. 

Sheila’s responsibilities include assisting in the management of the daily operation The Income 
Tax School, Inc.  Sheila manages a team of curriculum developers, who are responsible for 
updating, writing and developing income tax school manuals and seminars.  She is also involved 
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with the continuous development of The Income Tax School’s online tax course, tax return 
preparation, tax associate training, hiring new associates, as well as instructing training classes 
for new and prior associates.  

Sheila began her tax preparation career with H&R Block in 1986. During her employment with 
H&R Block, Sheila managed two tax offices, prepared tax returns, and instructed tax classes.  
She was also responsible for maintaining and operating the tax offices during the off-season. 
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THE INCOME TAX SCHOOL ADVISORY BOARD 
 
Roger K. Burgess spent almost 35 years in the field of taxation after graduating with a BS in 
Business Administration from State University of New York at Buffalo. This experience includes 
28 years with the Internal Revenue Service and 6+ years with Teradata, a division of NCR.  Mr. 
Burgess began his career at IRS as Tax Auditor in the Examination (Audit) activity and rose 
through the ranks becoming a Senior Executive in 1988.  As an IRS Executive, positions held 
included serving three years on the immediate staff of the IRS Commissioner; two years as a 
Deputy Assistant Commissioner with responsibility for agency wide Strategic Planning, 
Organizational Assessment, and Compliance Research; and four years as District Director with 
full responsibility for IRS operations in the states of Virginia and West Virginia.  Since joining 
Teradata he has worked as a Senior Consultant for state tax projects in Texas, Iowa, Arizona, 
Missouri, and New Jersey blending his tax expertise with the capability of Data warehousing to 
develop innovative approaches resulting in improved compliance, increased tax revenues ($700 
Million), and outstanding customer service.  During his IRS career, Roger was recipient of many 
awards, including the Exceptional Senior Executive Service Performance Award received 
annually from 1990 until retirement, the Chief Financial Officer Award in 1992, and the 
Commissioners Award (the Highest Award Bestowed by an IRS Commissioner) April 18, 1996 
(Margaret M Richardson) and June, 2000 (Charles O Rossotti). 
 
Thomas B. Cooke, JD, LLM, MLT (Master of Laws in Taxation), is Distinguished Teaching 
Professor at the McDonough School of Business of Georgetown University where he teaches 
courses in Federal Income Taxation, the Legal Environment of Business and Global Business 
Experience in Vietnam.  He received his B.A. from Villanova University and his J.D., LL.M. and 
M.L.T. from Georgetown University Law School. Professor Cooke has been recognized by the 
Internal Revenue Service for his service to the tax professional community.  For several years, 
Professor Cooke lectured at each of six annual IRS's Nationwide Tax Forums held in major cities 
throughout the US.  The Nationwide Tax Forums are offered to CPAs, Enrolled Agents, Attorneys 
and tax return preparers.  During the 2005 program, Professor Cooke's presentations focused on 
the subjects of Ethics-Professional Responsibility and the Tax Code Provisions Affecting Higher 
Education.  The 2005 attendees (12,000 +) awarded Professor Cooke with an overall rating of 
94.9%.  Professor Cooke is former Executive Director of the National Society of Tax Professionals 
(NSTP) www.nstp.org, Editor of The Federal Tax Alert distributed to some 7,000 NSTP members 
and Lecturer in the NSTP Annual Fall Tax Update Seminars held in some 25 cities. 
 
Steven R. Isaac, M.S., is CEO of educationdynamics.com, which is comprised of the 
following four industry leaders: eLearners.com (www.elearners.com), Educational Directories 
Unlimited (www.edudirectories.com), GoalQuest (www.goalquestcom) and WorldClass Strategy 
(www.worldclassstrategy.com); Managing Director of The Interactive Marketing Institute of 
Virginia Commonwealth University; Prior experience includes:  EVP DIMAC Marketing Partners 
and CEO of DMW Worldwide, DIMAC’s direct marketing agency and also directed the activities of 
the agency’s offices in Boston, New York, Philadelphia and St. Louis; EVP, Cadmus 
Communications Corporation of Richmond, VA where he was responsible for ten business units 
forming the Marketing and Communications Sector and generating $212 million in annual sales; 
EVP & COO, The Martin Agency, a unit of the Interpublic Group, was then $350 million in billings 
and employed 499 people, Simultaneously, Steve served as COO of Martin Direct, formerly the 
Stenrich Group of New York City, of which Steve was founder and CEO. 
 
Catherine A. Mueller, EA, Advanced Curriculum Developer and Editor, graduated from 
Virginia Commonwealth University with a B.S. Degree in Accounting (including Advanced 
Corporate Taxation) and a minor in Business Administration.  She has been licensed as an 
Enrolled Agent to practice before all administrative levels of the IRS and also completed a 
graduate course in Taxpayer Representation.  
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Cathy worked for 15 years for U-Tote'M of Virginia, Inc., where she advanced from Accounting 
Clerk to General Manager and President, until the company was sold in 1992.  Previously she 
had held various accounting jobs, and she was also self-employed providing Accounting, Tax and 
Business Consulting services for small businesses.  Cathy retired from Peoples Income Tax on a 
full-time basis but has recently returned as Director of Operations for Peoples Income Tax. 
 
James L. Narduzzi, M.A., Ph.D., is currently Dean and Professor in the School of Continuing 
Studies at the University of Richmond.  From 1988 until 1994, he was Associate Academic Dean 
and Assistant Vice President at the University of Hartford and, prior to that, Director of the 
Washington Semester Program at The American University.  Dr. Narduzzi currently serves on the 
editorial advisory committee of the Continuing Higher Education Review and as a Commissioner in 
the University Continuing Education Association (UCEA).  He previously served on the UCEA 
Board of Directors, was chair of the 1999 UCEA Annual Conference and the 2002 UCEA Executive 
Assembly, and is the recipient of the 1998 Adelle F.  Robertson Professional Continuing Educator 
Award.  Locally, he serves as past-chair and board member of the Arts Council of Richmond, is a 
board member of the Greater Richmond Arts Fund, is a member of the leadership council of 
Success by Six, and is a past chair of the Metropolitan Richmond Heart Walk for the American 
Heart Association.  He has written extensively about continuing education and international 
education and is the author of Mental Health Among Elderly Native Americans, written in 1994.  Dr. 
Narduzzi holds a bachelor's degree in political science from Miami University in Ohio and an M.A. 
and Ph.D. in political science from The American University in Washington, D.C. 
 
James J. L. Stegmaier, M.P.A., is Chesterfield County Administrator.  Prior to being 
selected by the Chesterfield County Board of Supervisors in July 2007, he had served as Deputy 
County Administrator for Management Services since 1997, and was previously director of the 
county’s Budget and Management Department from 1986 until that time.  He earned his 
baccalaureate degree from the Catholic University of America in 1976 with scholarships in 
Engineering and Psychology.  He holds a master’s degree in Public Administration from the 
University of Virginia with a Public Service Education Program fellowship.  He also attended the 
Government Finance Officers Association Executive Finance Institute at Georgetown University; 
Leadership Metro Richmond; and the Senior Executive Institute at the University of Virginia.  
Stegmaier is a Credentialed Manager with the International City/County Management Association 
and is a member of the American Society for Public Administration, among other professional 
affiliations.  Mr. Stegmaier also serves on the St. Francis Medical Center Advisory Board and on 
the advisory board of the Consolidated Bank and Trust, the historic bank founded by Maggie 
Walker, and on the boards of the Metro Richmond Convention and Visitors Bureau, the Riverside 
Regional Jail Authority and the Virginia Local Government Managers Association. 
 
Lisa Zajur is Director and owner of the Spanish Academy & Cultural Institute and has been in 
the education field for 30 years holding a degree in education specializing in communications and 
curriculum design.  Lisa developed the Awaken the Spanish Within® Language and Cultural 
Training programs and Voice TonalityTM technology system of learning (patent pending) Giraffe 
Leadership for Girls (ages 11-15).  Clients include Bank of America, SuperValu Foods, Philip 
Morris, Owens & Minor, Better Business Bureau, Capital One, Bon Secours Hospitals, Law 
Enforcement, State Departments of Health, Juvenile Justice, Emergency Management and 
School Systems.  Lisa was recipient of the Rising Star Award in 2002 from the American 
Business Women’s Association and the Community Legend Award from the EEOC Urban 
League in 2007.  She serves on numerous boards including Bon Secors St. Francis Hospital, 
University of Richmond School of Continuing Studies Dean’s Advisory Board, Urban League, 
Boys and Girls Clubs, World Wide Marriage Encounter, ChildHelp USA and Children’s Museum 
of Richmond.  Lisa is married to Michel Zajur, President and CEO of the Virginia Hispanic 
Chamber of Commerce and they have three children; Lisa and Michel are co-authors of the 
children’s book, Pinata Story. 
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CREDENTIALS 
 
Experience  
 
The Income Tax School, Inc. was originally developed in 1989 to meet the tax training needs of 
Peoples Income Tax, Inc. Charles McCabe, President and CEO of Peoples Income Tax, knew 
from past experience that it’s difficult to find qualified tax preparers.  After working as Regional 
Director for a leading national firm for nearly 20 years, he knew training tax preparers in-house or 
“growing your own tax preparers” was the best solution. 
 
Over the years the tax school materials have been refined and have been available for individuals 
and businesses since 1993 as a way to learn taxes and train qualified tax preparers.  Why send 
your employees and prospects to the competition when you can train them? 
 
In 2001, The Income Tax School launched its online tax school and now teaches tax education to 
students all over the country and beyond.  Many of our students are beginners who are just 
learning taxes for the first time.  However, we also have EAs, CPAs and CFPs that take our 
courses for Continuing Professional Education. 
 
Widely Acclaimed by Users  
 
The Income Tax School is operated by progressive independent tax preparation firms throughout 
the United States, Canada and elsewhere.  The Income Tax School system was first released in 
1993 and has been used annually since then by thousands of tax and accounting firms, 
numerous colleges, and many individual students wanting to learn income tax preparation. 
 
Adopted by Colleges and Universities  
 
A number of colleges and universities in several states have adopted The Income Tax School 
materials for their tax preparation continuing education or college credit courses. 
 
Registered with the National Association of State Boards of Accountancy 
(NASBA) for CPE Credit for CPAs 
 
The Income Tax School is registered with the National Association of State Boards of Accountancy 
as a sponsor of continuing professional education on the National Registry of CPE Sponsors. State 
boards of accountancy have final authority on the acceptance of individual courses. 
 

 ID Number: 103388  
 This approval does not extend to licensees of The Income Tax School 

 
Certified to Operate in Virginia by the State Council of Higher Education for 
Virginia (SCHEV)  
 
The Income Tax is certified to operate a proprietary career school in Virginia by the State Council 
of Higher Education for Virginia (SCHEV).  Certificate to operate a proprietary school does not 
extend to other companies who use the The Income Tax School system; each firm must apply for 
its own license, if required by its state and/or local jurisdiction. 
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Approved by the California Tax Education Council (CTEC)  
 
The Income Tax School is approved to offer qualifying and continuing tax education for online 
learning methods by CTEC for California licensed tax preparers.  The Income Tax School 
licensees can apply for CTEC approval using our CTEC Approval Letter.  
 
Approved by the Oregon State Board of Tax Practitioners (OTPB)  
 
The Income Tax School is approved to offer qualifying and continuing tax education for online 
learning methods by the Oregon Board of Tax Practitioners.   

 
Approved by the IRS  

The Income Tax School is approved by the Office of Professional Responsibility at the Internal 
Revenue Service as provider of qualifying continuing education for IRS Enrolled Agents (EAs). 
This approval does not extend to licensees of The Income Tax School. 

College Credit Available through the University of Phoenix 

As a degree candidate at the University of Phoenix, you can earn credit for courses completed 
through The Income Tax School.  

Purpose of The Income Tax School 
 
Success in the income tax preparation industry, as in any professional service business, is largely 
dependent on the availability of qualified personnel with the skills required to provide the level of 
service necessary to remain competitive.  Once the needed professionals are recruited and hired, 
they must continue their education annually to grow professionally and keep abreast of the ever-
changing tax laws.  New people must also be hired each year to accommodate growth and 
attrition, the latter of which may be a particularly acute problem due to the seasonal nature of the 
tax business.  If an adequate supply of such professionals is not readily available, the business 
cannot prosper, and expansion would be impossible.  This problem was successfully addressed 
years ago by industry pioneer and undisputed leader, H & R Block, through its income tax school. 
H & R Block's nearest national competitor, Jackson Hewitt, also recognized the importance of a 
tax school, which is an integral element of its franchise package.  A tax school is, without 
question, a key element of the formula to build and expand a successful high volume tax 
business.  The article on the following pages provides additional insight into the purpose and 
operation of an income tax school. 

 

Benefits of a Tax School 
 

 Build a pool of prospective entry-level tax preparers for growth. 
 Get job prospects to pay you for their training. 
 Observe prospects work habits before hiring them. 
 Reduce or eliminate recruiting cost. 
 Enhance the tax knowledge of the instructor (you or your key employee(s)). 
 Provide prior employees with continuing education (through advanced courses). 
 Provide Continuing Professional Education (CPE) credit for CPAs and EAs. 

Note: Your firm must register with NASBA (CPAs) and IRS (EAs) to provide such CPE, 
and if you are located in California, your school must be approved by the California Tax 
Education council (CTEC). Or if located in Oregon, your school must be approved by the 
Oregon State Board of Tax Practitioners (OTPB). 
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 Provide off-season employment for your key employees. 
 Enhance your company's image among clients, prospects, employees and the 

community. 
 Upgrade and maintain your firm's base of tax knowledge. 

 

Legislation 
 
Currently only two states, California and Oregon, license tax preparers.  The Income Tax School 
is an approved publisher of instructional materials that meet the requirements for licensing in 
California and Oregon. 
 
Everyone who prepares a tax return for a fee is now governed by the Registered Tax Return 
Prepare legislation.  All preparers who do not already have a professional designation, such as 
CPA, EA or tax attorney, must register with the Internal Revenue Service. 
 
Preparers will be required to: 
 

 Register for a Preparer Tax Identification Number (PTIN) and pay a fee of $64.25 
 Take and pass a competency exam (cost of the exam between $100 -$125) 
 Complete a compliance and background check which includes the submission of 

fingerprints (cost of fingerprinting through an approved vendor ($60 - $90) 
 Complete 15-hours of continuing education annually, beginning in 2012 (10-hours of 

federal tax law, 3-hours of tax law updates and 2-hours of ethics) 
 
Registered Tax Return Preparers (RTRPs) are now subject to the rules of Circular 230.  It is 
important for all pending RTRPs to familiarize themselves with Circular 230 to avoid preparer 
penalties and sanctions. 
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President & CEO 
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RECRUITING AND TRAINING TAX PREPARERS 
 
When I began my career in the tax business over 40 years ago, getting good tax preparers was 
not very difficult.  My employer, H & R Block, Inc., had developed their income tax school a few 
years earlier as an ingenious method of recruiting and training tax preparers to support their rapid 
expansion.  As a district manager and later a regional director, I was able to find plenty of good 
people who were willing to pay to take the Basic Income Tax Course with no guarantee of 
employment.  We could observe the students in class for several months and determine which 
graduates we would hire based on grades, participation, attitude, attendance, punctuality and 
other qualities demonstrated in the classroom.  We rarely had trouble staffing our seasonal 
offices with intelligent, competent, friendly people whom we had taught to prepare tax returns.  
Today, virtually all national tax firms and many regional and local tax firms offer income tax 
classes to recruit and train tax preparers.  Obviously, operating an income tax school has become 
recognized as a “best practice” for growing mass market tax preparation firms.  Although the 
income tax school may still be the best way to recruit and train seasonal tax preparers, the 
environment is much different today. 
 

Today’s Personnel Challenge 
 
In recent years, finding and keeping good employees has been a major challenge for most 
businesses, and tax preparation firms were no exception.  Low unemployment rates created stiff 
competition for employees and drove wages higher.  Fundamental demographic and economic 
trends reduced the available pool of prospective employees, especially for tax firms.  Stay-at-
home parents and early retirees had always been prime candidates for employment during tax 
season.  But increases in two-wage-earner households and full-time post-retirement careers have 
caused these pools to shrink.  Employees are working longer hours and being paid more.  With 
less spare time and more money, part-time jobs are not as appealing to many workers.  At the 
same time, more tax firms have been operating income tax schools and competing for fewer 
prospective students.  Fortunately for tax firms and many other employers, the recent economic 
downturn is resulting in lay-offs that will free-up workers.  Without an adequate staff of qualified 
trained tax preparers, a tax firm cannot grow. 
 
Even with more people looking for jobs, it is not likely that many experienced tax preparers with 
availability for the three month tax season will be answering help wanted ads.  Many people who 
respond to help wanted ads believe they know taxes because they’ve prepared their own returns 
and, perhaps, those of some friends and relatives.  But unless they’ve recently prepared a 
volume of tax returns for the general public, their tax knowledge may be dated and limited.  
Temporary employment agencies tend to provide the same level of inadequacy.  Good tax 
preparers are loyal to their clients and, due to employment contract non-compete provisions, they 
usually can’t bring their clients with them.  Hiring an experienced local tax preparer that has left 
his clientele behind often results in acquiring someone else’s problem.  At the very least, the 
employee may have to unlearn some bad habits.  Occasionally we’ve been lucky and picked up a 
good experienced tax preparer, usually someone who has just moved into town.  Finding good 
people who are interested in tax preparation and teaching them taxes is still the best way we’ve 
found to staff our growing tax business. 
 

Identifying the Best Tax Preparer Prospects 
 
The best prospective tax preparers are not necessarily accountants.  Accountants and other 
financially oriented professionals tend to be more numbers-oriented than people-oriented.  
Taxation is not accounting; it is law.  Preparing tax returns is a very personal process that 
requires someone with strong people-skills to satisfy their clients.  To the client, the interview 
experience can be just as important, if not more so, than the tax preparer’s knowledge.  That’s 
why I named my company Peoples Income Tax.  Amazingly, the trademark search firm I hired 
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when I founded the Company in 1987 could not find another income tax firm named Peoples 
anywhere in the United States!  We look for individuals with strong people-skills and we teach 
them taxes. 
 
Clients don’t like to see new faces every year.  Most clients want to establish a relationship with a 
tax preparer that will be available year-after-year.  Ideally, the tax preparer will also be available 
to handle any tax problems and questions during the off-season.  Continuity of tax preparer may 
be less important to low-income clients who seek fast refunds and are primarily concerned with 
convenience, cost and speed.  However, relationships are important to everyone.  Also keep in 
mind the high cost of training and developing a new tax preparer.  High employee retention is 
difficult to attain when you can offer only seasonal employment. 
 
The best long-term tax preparer prospects are people whose personal needs can be met through 
seasonal careers, such as:  
 

 Homemakers with young children in school 
 Early retires who like to travel or spend time with their grandchildren during the summer 
 Financial services professionals who can make their own hours and benefit by meeting 

prospective clients 
 People with complementary seasonal occupations 
 Moonlighting professionals who want to earn extra money 
 College seniors and graduate students who need business experience 
 Blue-collar workers who want to break into a new white-collar profession 

 
Look for people who see tax preparation as a rewarding career because they like to help others, 
and avoid hiring someone whose primary motivation is money.  You want people who are likely to 
stay with you for years.  Hiring someone who is “between jobs” may provide a quick fix to a 
personnel shortage.  However, unless you can reasonably expect the person to return next tax 
season as a part-time tax preparer (after finding a year-round job) this will usually prove to be a 
poor hiring decision.  Such dilemmas can be prevented through proper planning and preparation 
during the off-season.  The best strategy is to find good people with the desired qualities and 
interest and teach them to be tax preparers.  This can be accomplished by operating your own 
income tax school, or by arranging for your candidates to complete an income tax course offered 
elsewhere (either in-class or by correspondence). 
 

Sources of Good Tax Preparer Prospects 
 
Help wanted advertising usually comes to mind first.  Classified help wanted ads are 
inexpensive and can be effective.  The major local newspaper, as well as local printed 
employment guides and Internet job listing sites should be considered.  If your city has a daily 
newspaper, advertise only on Sunday (or Saturday if the newspaper is published only six days a 
week).  Remember that your candidates don’t know they want to be tax preparers or students.  
You are offering a rewarding seasonal career, with flexible hours and pleasant working 
conditions, using computers and interacting with people.  You are not seeking accountants, 
although some accountants may be interested and, if they have good people skills, qualified.  
Remember that many people who read help wanted ads are looking for a job now (especially 
students), and may not have the patience to take a tax course in the fall to qualify for a job 
starting in January. 
 
Temporary Employment Agencies may seem like viable a solution to the need for temporary 
help, but the reality is they usually can’t meet the needs of tax preparation firms.  Most accounting 
and finance professionals registered with temporary employment agencies are not experienced in 
preparing individual tax returns for the general public and would need to complete a tax course to 
become qualified.  Occasionally temp agencies have former employees of Block or other mass-
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market tax preparations firms.  However, as previously noted, unless the tax preparer recently 
moved into town, you may be picking up someone else’s problem, for a higher hourly rate!  In a 
competitive market, you might find a temp agency that is willing to recruit and screen prospects to 
attend your tax school without compensation as a requisite for being placed with you after 
graduation.  But you should be able to find tax school candidates without their help.  Also remember 
that employing a temp is like hiring someone who is “between jobs” and your clients don’t like to see 
different faces each year.  Although the higher hourly rate of a temp includes payroll taxes and 
benefits, and the agency handles the screening and hiring, you are still paying the extra cost of the 
agency’s profit.  Using a temp agency could be more effective for fast refund offices.  As a source of 
professional tax preparers, I think an agency should be your last resort. 
 
Employee Outplacement Services provide assistance to employees who have lost their 
jobs due to restructuring and downsizing.  Some services are private businesses to which 
employers refer their displaced employees, and often pay the fee to ease the transition.  Some 
larger employers provide in-house outplacement services.  In addition, many communities have 
outplacement services provided by nonprofit organizations.  Your state unemployment agency 
might also make their clients aware of job opportunities you offer.  Often displaced employees are 
nearing retirement and could make good long-term seasonal tax preparers.  All such services 
should be contacted and made aware of your seasonal employment opportunities. 
 
Women and Senior Support Groups often provide career services for their members.  
Listings for such groups might be found in your local Yellow Pages directory under headings such 
as “Associations,” “Senior Citizens Service Organizations” and “Women’s Services & 
Organizations.”  Your local Chamber of Commerce might also be able to provide a directory of 
social service organizations for you to contact. 
 
The Military is a source of prime candidates for second careers in tax preparation.  If there is a 
military base in or near your community, you should contact the career services officer.  Some of 
our best long-term office managers are retired military officers. 
 
Colleges and Career Schools should also be contacted.  Establish relationships with 
business school faculty members who are in a position to refer their best students to you to obtain 
practical career experience.  Make the school career services office aware of your job 
opportunities.  Most private career schools need to demonstrate a high level of career placement 
to maintain their state license requirements and provide statistics for their literature. 
 
Your Clients may be one of the best sources of prospective tax preparers.  We’ve always 
promoted our income tax school to our clients by displaying posters and tax school brochures in 
our tax office reception areas.  We ask our tax associates to make clients who they feel would be 
good as tax preparers aware of opportunities and encourage them to take our tax course.  During 
the height of the personnel shortage, we sent letters to all prior clients making them aware of our 
income tax school and offering tuition scholarships for any client who wished to take the course.  
We required only that they pay for the cost of their books and materials.  This letter produced 
more students and employees than all of our paid advertising.  Who would be a more positive 
employee than a satisfied client of your tax firm? 
 
Employee Referrals are always an excellent source of good new employees.  Your employees 
should be encouraged to refer prospective employees to you.  Many companies offer substantial 
financial rewards for referrals that result in new hires.  One suggestion is to offer a finders fee 
equal to $10 times the average hours worked per week during tax season by a referred employee 
who successfully completes the tax season.  Our employees are also authorized to award full-
tuition scholarships to people who they know would be qualified and willing to become employees 
upon successful completion of our Comprehensive Income Tax Course.  Again, the scholarship 
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student is required to pay the cost of the books and materials.  As long as there is room in the 
class for another student, this costs the company nothing. 
 

Training Tax Preparers 
 
Your tax preparers will be much more productive and less frustrated when the pressure is on if 
they receive proper training.  Tax preparer training should include four elements: 
 

 Income tax school, where they learn how to correctly prepare Federal and local state 
income tax returns and interview clients (We incorporate interview training into our tax 
school). 

 Pre-work training in your firm’s policies and procedures, including customer service 
 Computer tax software workshop training, with computers available to students (1-3 

students per computer) 
 On-the-job training under the supervision of you, your office manager or a veteran tax 

preparer.  Schedule on-the-job training early in the season before the office gets busy.  
Have new tax preparers prepare practice tax returns, by computer, using tax school 
problems, your tax software firm’s tutorial and/or actual prior year file copies of tax returns. 
 

How to Set Up a Tax School 
 
To operate your own tax school, you will need the following: 
 

 A qualified instructor 
 A course curriculum 
 Instructional materials 
 A classroom 
 A plan to recruit students 
 

The instructor should be you or a veteran tax preparer of your firm who has good 
communication skills.  Adults are much easier to teach than children.  If you are a good manager 
and have solid tax knowledge and experience, you should be a good tax schoolteacher.  If you 
charge tuition, your firm may need to be licensed as a private career school (check the laws in 
your state).  Many tax school operators offer their courses tuition-free to avoid licensing, and they 
charge a fee for books and materials to cover their costs.  If you are operating a licensed tax 
school, your instructors may have to meet education and/or experience requirements of the 
licensing agency.  Be sure to research the laws governing private career schools in your state. 
 
The Course Curriculum is a critical element.  The Income Tax School Comprehensive 
Income Tax Course is comparable to the basic income tax preparation courses offered by H & R 
Block and Jackson Hewitt.  The course consists of twenty 3-hour lessons, ideally taught over ten 
weeks (two morning or evening classes per week).  The curriculum covers Form 1040 and all 
related schedules and statements.  Corresponding local state and locality income tax preparation 
should be taught along with the Federal.  The Income Tax School curriculum also includes 
taxpayer interviewing techniques.  Subjects should be presented in a logical sequence, beginning 
with the basics and gradually progressing to more complex tax return situations.  The course 
curriculum should also include in-class exercises and quizzes, homework problems and reading 
assignments, plus final exams.  Students should not be permitted to use computer tax 
preparation software to do their tax course problems.  Graduates can be taught how to use your 
tax preparation software before they are scheduled to prepare tax returns.  Tax preparers should 
be encouraged or required to complete advanced continuing professional education (CPE) 
annually after completing the basic course and working as tax preparers.  The Income Tax 
School offers advanced courses for in-house instruction. 
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Instructional materials can be developed in-house or purchased.  Students should have 
access to reference books.  A comprehensive reference such as the Commerce Clearing House 
(CCH) U.S. Master Tax Guide can be used as a text.  However, for a basic tax course, IRS 
Publication 17, Your Federal Income Tax is the best reference book.  The student course text 
should include a syllabus (course outline), student survey and evaluation forms, a lesson-by-
lesson summary of the subjects emphasizing key points, special advice and interview tips for tax 
preparers, examples, illustrations, tables and charts, in-class quizzes, homework problems, 
reading assignments, and a glossary of tax terms.  Students will also need an ample supply of 
blank tax forms to work out all of the problems in the course.  Another critical element is the 
Instructor’s Manual, which should include lesson plans with examples to use in class, key points 
to emphasize, role playing exercises (to teach interview techniques), and student attendance and 
achievement forms.  The Instructor’s Manual should also have answers to all student text 
quizzes, problems, homework assignments and mid-term & final exams, plus grading criteria.  It 
is highly recommended that before each lesson the instructor read the reading assignments and 
do the problems assigned to the students to properly prepare to teach the lesson.  The instructor 
should also be provided with a chalk or white board with supplies, plus an overhead projector and 
transparencies of all tax forms to be covered in the course.  As an alternative to the overhead 
projector and transparencies, an LCD projector can be used to show completed tax returns and 
forms prepared by computer.  A white wall or a large window shade can be used as a projection 
surface.  The Income Tax School materials include a tax school Operator’s Manual, Instructor’s 
Manual, Student Manuals, tax forms, and reference text CDs. Transparencies and marketing 
materials are optional. 
 
The Classroom does not have to be fancy, but it should be functional, comfortable and clean.  
A large open room is ideal.  A conference room can also be used.  Folding tables should be 
provided for students to open their books in front of them.  Three students can fit at a 30” x 72” 
table and two can fit at a 24” x 48” table.  If you have a large group, the 24” x 48” tables take up 
less space and are easier to arrange.  Tables can be configured in rows, a U-shape, or like a 
conference table.  Folding tables are inexpensive and can be purchased from suppliers such as 
OfficeMax, Staples, Home Depot, Costco and Sam’s Club.  Most tax offices have enough chairs, 
but additional inexpensive stacking chairs can be purchased if needed.  Furniture can also be 
rented or borrowed.  If your office is not large enough, you will need to find an outside classroom.  
A hotel meeting room is an option, but, unless you can work out a special deal for multiple 3-hour 
sessions, a hotel may be cost-prohibitive.  A better alternative may be to reserve a room, for 
minimum or no cost, in your local community center, chamber of commerce, YMCA, Knights of 
Columbus, library, school or church.  If this fails, you might be able to use the conference room of 
another business, or a vacant office or store. 
 
Your plan to recruit students would include the suggestions made earlier in this article.  The 
Income Tax School package includes optional marketing materials (prospective student 
brochures, window banners, posters, sample ads, and inquiry & follow-up forms).  A successful 
student recruitment campaign involves a multitude of activities.  The key strategy is to think about 
organizations and places where you will find the ideal type of people you want as long-term 
employees.  Then you should determine how to reach them with information about your 
opportunity, and how to entice them to consider enrolling in your tax course. 
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Alternatives to Operating Your Own Income Tax School 
 
If you lack the resources or time to operate your own income tax school, or if you need only one 
or two employees, there are other options.  Many tax firms send their employees to tax courses 
operated by national or local competitors.  Students sponsored by competing tax firms often 
enroll in our basic and advanced tax classes.  We don’t mind as long as they pay full tuition and 
don’t try to recruit our other students.  Some colleges offer practical courses in income tax 
preparation, but most college tax courses focus more on theory than application, and they rarely 
cover state income tax preparation.  Yet the foundation provided by a college tax course can 
reduce the amount of additional training needed.  We have seen two or more local tax firms pool 
their resources to jointly offer a tax course.  One firm might provide the teacher, while the other 
provides the classroom.  Both firms can share in the cost of advertising, promotion and 
instructional materials.  This strategy will work best if the firms are not competing head-to-head 
for clients in the same local market. 
 
Distance learning is another option.  Employees can complete a home-study tax course, although 
independent learning requires greater self-discipline and many home-study students do not finish.  
However, with encouragement and support from you as the employer, the success rate should be 
much greater.  Each year, The Income Tax School enrolls a number of online students 
nationwide through its Comprehensive and other tax courses that are available via the Internet.  
Visit The Income Tax School website at www.theincometaxschool.com for more information. 
 
Apprenticeships represent another option.  You and/or another veteran tax preparer could work with 
a college student or receptionist to teach the understudy taxes on the job.  This may be a slow 
process, and it requires patience; but the result could be a highly qualified, loyal tax preparer that 
has learned tax preparation the right way! 
 

Guerilla Tactics 
 
Suppose tax season is just around the corner and you realize that you will not have enough tax 
preparers to staff your office.  Maybe a key tax preparer decided not to return; or worse, you’ve 
learned that he is going into competition with you and will likely solicit your clients whom she 
served last year.  If you’d properly planned and prepared, you wouldn’t be in this situation.  You 
should have had your tax preparers sign employment agreements including a legally enforceable 
non-solicitation provision.  But if you are in such a predicament, what can you do? 
 
It’s time to use guerilla tactics.  Fortunately, some qualified tax preparers seem to “come out of 
the woodwork” during December and January.  You should run prominent help wanted ads for 
experienced tax preparers (refer to the previous section on help wanted advertising).  If ads are 
grouped by job title, run separate ads under both “Accountants” and “Tax Preparers.”  Advertise 
continuously through mid-January.  Obtain a mailing list from a list broker or tax industry supplier 
of tax practitioners within commuting distance of your office(s) and send out a job opening notice 
on your letterhead, assuring complete confidentiality for respondents.  Contact reputable temp 
agencies that place accounting and financial professionals for experienced tax preparers.  Be 
very specific as to the tax preparation experience you require.  Screen prospects by phone and 
schedule qualified candidates to take a tax test in your office (our tax school Operations Manual 
includes a test of basic tax knowledge).  Most applicants who come to us from help wanted 
advertisements fail our tax test and realize that they need to take an income tax course to 
become qualified.  If you need several tax preparers, consider conducting a free accelerated 
income tax course for job applicants, including daily lessons over a two or three week period.  
Schedule the successful graduates for additional training in your computer software and company 
policies and procedures.   
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You should also take measures to maximize the productivity of your existing tax preparers by 
providing them with adequate tools to do the job, including tax office assistants to greet clients, 
schedule appointments, answer telephones, pull files, conduct pre-interviews and process and 
transmit tax returns.  Ask experienced tax preparers to work extra hours.  If you have part-timers 
who are employed full-time elsewhere, they may be willing to take vacation time from their regular 
jobs during peak periods.  If you serve walk-ins, call your prior clients to schedule appointments 
and spread out your work load.  Ask your priors to come in during slower days and times.  Take 
drop-off returns and complete them after hours.  Extend your office hours.  In short, do whatever 
it takes to serve your clients and keep from losing business.  After you get through the tax 
season, begin planning early so you will not be in this situation again next year! 
 
Conclusion 
 
Finding and keeping good tax preparers is essential to building and growing a quality tax service.  
Qualified seasonal tax preparers are scarce and competition for experienced tax preparers is stiff.  
Experienced tax professionals command a high price and may not become your best long-term 
employees.  Retention of tax preparers is essential to maintain client relationships and contain 
recruiting and training costs.  A proven “best practice” is to operate an income tax school to 
recruit and train entry-level tax preparers and provide continuing professional education for 
experienced tax preparers.  There are alternatives to operating your own income tax school, but 
“growing your own” tax preparers is the best way to ensure an adequate staff of competent, 
people-oriented tax preparers who will continue year-after-year to serve your valued clients.  
Support is available from The Income Tax School and other sources. 
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HIRING SEASONAL TAX PREPARERS 
 
In the tax business, as with any other service business, people represent the greatest expense and 
the greatest source of frustration, as well as the greatest opportunity for business success.  Our 
employees deliver the services for which we are paid and they represent our business.  Making bad 
hiring decisions can be very costly.  The following are key considerations that are unique to or 
especially important in the income tax preparation business when hiring tax preparers: 
 

People Skills 
 
Years ago when I relocated from Baltimore to become director for the New York City region of a 
national tax firm, I was faced with a major problem.  The client retention rate for the New York 
City Region was 65%, compared to 80% for the mid-Atlantic region I had just left, and 75% 
average for the U.S.  This meant that 35% of last year’s clients would have to be replaced with 
new clients before the region could show any growth.  To determine the root of this problem, I 
instructed my district managers to calculate the client retention rate for each individual tax 
preparer who worked in the 200+ offices of the region.  The results were alarming!  Many of the 
tax preparers who looked like superstars on paper had client retention rates of 65% or lower.  I 
refer to these preparers as “tax technicians.”  They took pride in preparing accurate tax returns.  
They were reliable, they did their daily reports and their share of checking, and they got the 
money in the bank.  Everything looked great, except they were not pleasing their clients.  Why? 
Their primary motivation was to make as much as possible in commissions, and they lacked 
people skills.  I’ve observed such tax technicians while visiting tax offices and sitting in the 
“waiting area” (which we prefer to call the reception area).  They were oblivious to my presence, 
or to the clients entering the office, or any who walked out due to the frustration of not being 
acknowledged and having to wait too long.  They didn’t care, as long as there were still enough 
clients to keep them busy making money.  They were often arrogant, aloof, or even bigoted.  
Even though many of the clients were not highly educated, they were not stupid.  They knew 
when they were not being treated with respect.  Why would they want to come back next year? 
 
So, the first lesson in hiring tax preparers is to hire individuals with good people skills.  I would 
argue that people skills are more important than tax knowledge, because you can teach tax 
knowledge.  What happens when one of your clients gets a letter from the IRS resulting from an 
error made by your seasonal tax preparer?  If the preparer was a tax technician, your client will 
probably never return.  But if the preparer made the client feel good about the interview 
experience and demonstrated genuine care and concern for the client’s welfare, the client will 
most likely be back, as long as you resolve the problem. 
 
Tax Knowledge 
 
Obviously your seasonal tax preparers need tax knowledge, both Federal and, at least, local 
state.  They don’t need to know everything about all the tax laws; nobody does.  However, they 
do need an awareness of all of the tax laws pertaining to the types of returns they will prepare.  
And they must know how to research the tax laws to be able to reach the correct conclusions to 
tax situations they encounter in areas of the tax law in which they are not well versed.  In addition, 
tax preparers need strong interviewing skills. 
 
Many people who respond to help wanted ads for experienced tax preparers believe they know 
taxes because they’ve prepared their own returns and, perhaps, those of some friends and 
relatives.  But unless they’ve recently prepared a volume of tax returns for the general public, their 
tax knowledge may be limited or dated.  The solution my company has developed for this problem 
is to require each new tax preparer job applicant to take our “Test of Basic Tax Knowledge”. 
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Availability 
 
Another important consideration is the availability of part-time employees.  Tax preparers will be 
needed to work evenings and weekends, as well as extra hours during peak periods, to 
accommodate as many clients as possible during the short tax filing season.  Part-time (evening 
and weekend) preparers should be willing to work at least 16 hours per week over at least three 
non-consecutive days, plus extra hours during peak times.  Generally you will need at least two 
part-timers for every full-time tax preparer.  Be sure to hire more people than you will need.  
Invariably, someone will come down with the flu, have a personal conflict, or quit, right when you 
need their help the most. 
 

Conflicts of Interest 
 
Always ask tax preparer job applicants if they personally prepare tax returns for pay.  A tax 
preparer, who works for you, while also preparing returns on the side, constitutes a potentially 
serious conflict of interest.  We require all tax preparers (including full-time, year-round 
employees) to sign an employment agreement which includes non-compete, confidentiality and 
non-solicitation provisions.  Contrary to popular belief, non-compete provisions can be enforced in 
most states, provided that they are deemed by the court to be “reasonable.”  To meet the test of 
reasonableness, the provision must not:  
 

 Unreasonably restrict the employee from pursuing his or her livelihood as a tax professional 
 Impose restrictions within an unreasonably large geographic area 
 Impose restrictions for an unreasonably long period of time 

 
In drafting a non-compete provision, you should consult with a local attorney with expertise in the 
labor laws and courts in your state and locality.  Confidentiality and non-solicitation provisions can 
be even more important than non-compete provisions, because they are usually more 
enforceable and are just as effective in preventing former employees from stealing your 
customers.  Remember that even taking a list of clients and their contact information out of your 
office is a violation of a confidentiality agreement (as well as IRS Section 7216 privacy 
regulations).  If we want to hire someone who prepares tax returns for a relatively few long-term 
loyal clients, we will ask the person to provide a list of those clients’ names and social security 
numbers and prepare an addendum to the employment agreement excluding them from the 
restrictive provisions.  Finally, be sure that each new-hire is both legally and morally obligated to 
not take your clients if he or she decides to leave or is fired.  Most people have good intentions 
when entering into an employment agreement, but employees sometimes become disgruntled 
and leave.  Employees who sign employment agreements without understanding fully the 
provisions, by which they are legally bound, may feel morally justified to not honor their contracts.  
Avoid being in the position of having to take legal action by explaining, in detail, all employment 
contract provisions and confirming that every tax preparer you hire understands and agrees to 
your terms and conditions. 

 
Taking On Your Competitors’ Problems 
 
Good tax preparers are loyal to their clients and, due to restrictive employment contract 
provisions; they usually can’t bring their clients with them.  Starting over with a new employer 
usually means taking a cut in pay as well.  Hiring an experienced local tax preparer who has left 
his or her clients behind often results in acquiring someone else’s problem.  At the very least, the 
employee may have to unlearn some bad habits.  Occasionally we’ve been lucky and picked up a 
good experienced tax preparer, usually someone who has just moved into town. 
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Finding Good Tax Preparers 
 
Sources of good tax preparer prospects include organizations that serve the kind of people who 
you are seeking, such as women and senior support groups, the military, employee outplacement 
services, colleges, universities and career schools.  Help wanted advertising might produce a few 
experienced tax preparers who tend to “come out of the woodwork” in late December and early 
January each year.  Most of the applicants from help wanted advertising will fail the Test of Basic 
Tax Knowledge.  However, they usually have some knowledge, as well as the aptitude and 
interest in becoming tax professionals; and they can often be trained.  Temporary employment 
agencies will produce about the same results as your own help wanted ads, except that the 
hourly rate will include the extra cost of the agency’s profit.  Using a temp agency could be more 
effective for fast refund offices.  Referrals by employees are an excellent source of good new 
employees.  Encourage your employees to refer qualified prospective employees to you. 
 
Your clients may be one of the best sources of prospective tax preparers.  You’ve probably had 
clients come in from time-to-time with their taxes already correctly prepared.  They may come to 
you simply to gain the peace-of-mind of knowing that you have checked and verified their 
calculations and that you will be available to help should they get a letter from the IRS.  Who 
would be a better ambassador for your tax firm than a satisfied client who chose to come to you 
over all of your competitors? 
 

Other Considerations 
 
Many good sources of general advice in screening, interviewing, psychological testing and hiring 
employees to avoid costly mistakes can be obtained, often at little or no cost.  Search the 
Internet, visit your local library, and ask for advice from organizations such as your local Chamber 
of Commerce, Retail Merchants Association, Small Business Development Center, or Human 
Resources Professional Association. 
 

Conclusion 
 
You should hire only employees who are people-oriented and want to prepare tax returns not only 
to earn money, but because they like the challenge of tax preparation and want to help people.  
You can often teach taxes to someone with good people skills, but it is unlikely that you will 
succeed in teaching people skills to someone who doesn’t care about others or who cannot relate 
to and have empathy for people from all socioeconomic backgrounds.  Make sure the people that 
you hire have adequate tax knowledge to prepare tax returns for the general public.  Avoid hiring 
tax preparers who have been rejected by your competitors.  Let your rejects go to work for them 
instead!  Also avoid potential conflicts of interest and be sure that every tax preparer 
understands, agrees to and signs an employment agreement including non-compete, non-
solicitation and confidentiality provisions.  Screen all applicants carefully to ensure that they have 
the skills, availability and qualities necessary to deliver quality client service and create real client 
value and satisfaction.  This will help you to generate more referral business and attain a higher 
client retention rate.  Focus on building a staff of tax preparers who are satisfied with a seasonal 
career, are not only motivated by money, and who will stay with you year after year. 
 
This article was published in the Summer 2001 issue of the NATP Tax Practitioners Journal with 
permission from Peoples Income Tax, Inc., which reserves all rights.  For additional information, 
contact the author at (800) 984-1040.  ©2001, Peoples Income Tax, Inc. 
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DESCRIPTIONS OF COURSES OFFERED 
 
Basic Tax Course (Comprehensive Modules I and II) 
 
The Basic Course covers simple individual tax forms including 1040EZ, 1040A and very basic 
1040 returns limited to Itemized Deductions, Interest & Dividends, Child Care and Earned Income 
Credit, plus E-filing, RALs, ERCs, Form 8453, bank product applications, IRS Due Diligence 
requirements, Employee Business Expenses, Capital Gains and Losses, Kiddie Tax, AMT, 
Penalties, other credits and Ethics.  The Basic Course consists of 15 3 hour classes (45 hours of 
instruction), and is approximately equivalent to the first half of the Comprehensive Course. This 
course will be discontinued in 2012.  
 
Comprehensive Tax Course  
 
The Comprehensive Course includes the contents of the Basic Tax Course in addition to 
Depreciation, Schedule C, Schedule E and Schedule F.  The program consists of twenty 3 hour 
class sessions (60 hours of instruction).  The course is usually offered to the general public as a 
ten-week program (two classes per week), ideally beginning in the fall and/or winter (classes can 
be started from September through November).  The Course can be accelerated by scheduling 
three or more sessions per week to be completed in 5-7 weeks or less. 
 

 California Comprehensive Tax Course (qualifying education): Includes 15 hours CA 
state material 

 Oregon Basic Tax Course (qualifying education): Includes 20 hours OR state material 
 
Advanced I Tax Course 
 
The Advanced I Tax Course is designed to provide continuing education for tax preparers who 
have completed the Comprehensive Tax Course (or have acquired equivalent knowledge) and 
have prepared tax returns for at least one tax season.  The course covers many of the subjects in 
the Comprehensive Course in much greater depth. (See the course outlines on the following 
pages).  The Advanced Course consists of ten 3 hour classes (30 hours of instruction). 
 

 California Advanced I Tax Course:  Includes CA state material.  
 
Advanced II Tax Course 
 
The Advanced II Tax Course is designed to enhance the knowledge and experience of tax 
practitioners.  The course will enable a tax preparer to prepare more complex individual tax 
returns.  The Advanced II Course consists of ten 3 hour classes (30 hours of instruction).  
 
Small Business I Tax Course 
 
The Small Business I Tax Course is designed to introduce experienced tax preparers to the 
basics of corporation and partnership tax return preparation, and to provide more in-depth 
knowledge of sole proprietor-Schedule C-tax return preparation.  (See the course outlines on the 
following pages).  The Small Business I Course consists of ten 3 hour classes (30 hours of 
instruction). 
 

 California Small Business I Income Tax Course:  Includes CA state material. 
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Small Business II Tax Course 
 
The Small Business II Tax Course is designed to enhance the knowledge and experience of tax 
practitioners.  The course covers many of the subjects in the Small Business I Tax Course in much 
greater depth.  The Small Business II course consists of ten 3 hour classes (30 hours of instruction).   
 
California Business Tax Liabilities (CA continuing education) 
 
This course is geared toward tax professionals who reside in California and are in need of a 
continuing professional education course in order to maintain their CTEC license.  The California 
Small Business & Ethics course focuses on the organization, start-up, recordkeeping, and tax 
reporting requirements for small businesses.  This course includes a chapter on California 
regulations for the start-up, operation, and reporting requirements for businesses in California.  As 
an added bonus we have included a chapter on Ethics that covers the guidelines set by the Internal 
Revenue Service in regard to tax preparer behaviors and practices.  This course is 20 hours (15 
hours federal and 5 hours state) in length and can be taught at the discretion of the instructor.   
 
New Tax Law Updates 
 
Since the tax courses are based on the previous years tax laws, new tax law updates are 
published and distributed in the late Fall to all licensees and students of The Income Tax School 
at no additional charge. 
 
CPE Seminars 
Selected Income Tax topics including:  

 Amended Returns 
 At-Risk Rules and Passive Activities 
 Business Income, Expenses and Basis 
 Business Organization 
 C-Corporations 
 Clergy 
 EIC 
 Employee Business Expenses 
 Ethics 
 Partnerships - Advanced 
 Rental Property 
 Schedule C 
 Corporation Issues 
 Understanding the Balance Sheet 
 Tax Practitioner Regulations and Penalties, Taxes and Tax Research 
 Tax Issues for High Income Taxpayers 
 Tax Issued for Divorced and Separated Taxpayers 
 Special Needs and Concerns for Seniors 
 S-Corps - Advanced 
 S-Corps 
 Schedule D - Special Issues 
 Retirement Plans 
 PY Resident and Nonresident State Tax Preparation Principles 
 Partnerships 
 Partnership Issues 
 Net Operating Losses 
 Fringe Benefits, Business Tax Credits and Amended Returns 
 Farm Income – Part I 
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 Farm Income – Part II 
 Employment Taxes 
 Dispositions 
 Responding to the IRS 
 Nonresident Alien Returns 
 Tax Planning, Savings Strategy and Updates 

 
Each CPE seminar is designed to be presented as a single 3 hour class session.  CPE seminars 
are ideal to provide continuing professional education for veteran tax preparers who have 
completed the Comprehensive and Advanced Tax Courses (or equivalent).   
 
Continuing Professional Education (CPE) 
 
Independent tax firms that have applied for and obtained approval of the National Association of 
State Boards of Accountants (NASBA) may be authorized to provide CPE credits for CPAs.  The 
Income Tax School could be offered by NASBA approved firms to provide CPE as a source of 
revenue.   The Income Tax School is approved by NASBA, but licensees cannot provide CPE 
under The Income Tax School’s approval. 
 
Note Regarding Online Courses: If you are teaching an online course, you will need to 
determine the frequency for when students will have assignments due and whether or not you will 
have any live meetings in conjunction with the online course.  
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Have Your Employees Become A Chartered Tax Professional — CTP  

and Take Their Tax Career and Your Business to the Next Level! 
 

To become a CTP, students must successfully 

complete The Income Tax School series of five Tax 
Courses, a total of 180-hours of education (four 
additional courses beyond the 60-hour 
Comprehensive Tax Course).  Students must attain 
an average grade of at least 80% (our adult students 
average 90%+).  After students must also meet the 
experience requirement of working at least two tax 

seasons (at least 500 hours total) as a tax preparer, they will be awarded a certificate and the 

designation of Chartered Tax Professional — CTP. Acceptable experience completed prior to 

enrolling in the CTP program by tax preparers who have tested out of at least the first two 

courses will satisfy the experience requirement.  The Income Tax School is certified to operate as 
a private career school by the State Council of Higher Education for Virginia (SCHEV). By 

officially enrolling in the CTP program, students will be eligible for a 10% discount on each 

additional course after completing their first course!  A discounted package price is also available. 

 
After completing this comprehensive certificate program, students will be well prepared to 
complete almost any individual and small business income tax situation they encounter. Students 
will also be ready to take the next step in their career as a tax professional by preparing for and 
taking the IRS Enrolled Agent (EA) exam. The EA designation is the most significant credential in 
the income tax preparation industry. 
 
Beginning with the year after students qualify as a Chartered Tax Professional, they must 

complete 16 hours of Continuing Professional Education (CPE) each year to maintain their CTP 

status. The CPE requirement for a CTP is exactly the same as the CPE required for an IRS 

Enrolled Agent (EA). The CPE requirement is described on the IRS website.  
 
All courses are offered online via the Internet and can be completed anywhere, anytime-24/7. The 
affordable tuition includes instructor support plus a hard copy of each tax course student text with 
all necessary tax forms at no additional cost. Each module consists of ten 3-hour lessons and can 
be completed in 5-10 weeks (one or two lessons per week). The entire program could be 
completed in less than eight months, but many students will take 18-24 months, during which 
time they will also gain experience and earn money as tax professionals.  
 

How Will Becoming A CTP Help Your Career and Your Business? 
 Image is enhanced by becoming a Chartered Tax Professional 
 Increased tax knowledge enables the preparation of more complex tax returns 
 Increased revenue due to more complex tax returns 
 Knowledge necessary to prepare for the EA exam is acquired 
 CTP graduates receive an attractive diploma to display in your tax office 
 You gain a competitive advantage in your market by having Chartered Tax 

Professionals on staff 
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Start your employees and prospects on a professional career path now! They can start 
earning their Chartered Tax Professional credential by registering for their first class today! 
 
Note: Experienced Tax Preparers may “test out” of the Comprehensive course only. Call (800) 
984.1040 for more information. 

 
The CTP designation may only be awarded by The Income Tax School. 
 

Courses Required to Earn the Chartered Tax Professional Certificate and 

CTP Designation: 
 Comprehensive Tax Course (60 hours) 
 Advanced Level I Tax Course (30 hours) 
 Small Business I Tax Course (30 hours) 
 Advanced Level II Tax Course (30 hours) 
 Small Business Level II Tax Course (30 hours) 

 

California Students: All courses are CTEC Approved 
Oregon Students: All courses are OTPB 
 
After completion, students may wish to prepare for the IRS EA exam by taking an exam review 

course through The Income Tax School at our special CTP discount rate. 
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SPECIAL COLLEGE & CAREER SCHOOL PRICING POLICY 
 
 

Qualification Requirements 
 
Colleges that are accredited by a recognized college accrediting agency and private vocational or 
career schools that are not also in the income tax preparation or electronic filing business, and 
are licensed to operate as schools legally in their states will qualify for the following pricing: 
 

 No Operator’s License or Fee  
 Qualified schools are not required to buy the Operations Kit or sign the license agreement. 
 Special Shipping Policy 
 Books may be shipped Freight Collect (COD) to qualified schools or college book stores. 
 Special Return Policy 
 Qualified schools will have 15 days from the start date of the course in which to return any 

unopened books for a full refund (excluding any freight charges). 
 Volume Discounts 
 The following discounts apply to school books and online courses (not including the 

Operations Manual, license fee, student kits, marketing materials, other additional materials 
or shipping & handling) purchased with a single order form.  Discount pricing is available on 
individual books or individual online course orders, not on student kits. 

 
o 100 - 199 students  25% discount 
o 200 - 399 students  30% discount 
o 400 - 599 students  35% discount 
o 600 or more students  40% discount 
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Money Back Guarantee 
 

 
If, for any reason, you are not completely satisfied with The Income Tax School, you may return all 
materials for a full refund under these terms: 
 

 Full refund (within 15 days) of the purchase price (plus any tax) for all materials returned in 
unused condition within fifteen (15) days from receipt of all course materials from The 
Income Tax School. 

 Shipping charges (either way) will not be refunded. 
 Returned materials must be unused and in re-sellable condition. 
 Refunds for partial returns of school kit components will be based on the prices from the kit 

as they would be if they were priced individually, not from the individual prices listed 
separately on the price sheet. 

 Materials may not be copied. The purchaser will still be bound by the confidentiality and non-
complete provisions of The Income Tax School Program License Agreement. 

 
Please call Chuck McCabe or Sheila Clark at (800) 984-1040 if you have any questions. 
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Chapter 5:  Earned Income Credit 
 
Review Chapter 4 Learning Activity with students.  Go over any questions students may have. 
 

Credits 
 
Review refundable and nonrefundable credits with students.  The student should understand how 
refundable and nonrefundable credits may affect the taxpayer’s income tax return. 
 

Earned Income Tax Credit 
 
The tax preparer will probably do many more tax returns with earned income credit than any other 
credit.  It is very important that students have a clear understanding of the EIC because this is the 
area where fraud most often occurs.  Income tax returns with the EIC also have the greatest 
potential for erroneous filing with regard to the filing status and dependency exemptions. 
  

Earned Income 
 
Stress that all income is not considered “earned income.”  One cannot merely transfer the figure 
from the Adjusted Gross Income to the Earned Income Credit form.  Go over the chart in the 
student manual and discuss what constitutes earned income for EIC purposes. 
 

Valid Social Security Number 
 
The instructor should stress to the student the importance of seeing the taxpayer’s (and spouse if 
MFJ) and his dependents’ Social Security cards.  The taxpayer will not be allowed to claim the 
EIC if his card is marked as not valid for employment.   
 

Eligibility Rules for EIC 
 
The instructor should review the rules of eligibility for the EIC.  Students need to be aware of the 
individual eligibility rules for taxpayers with and without children.  The rules include up to a third 
child for tax year 2010. 

 
Earned income credit has been targeted by the IRS for frequent fraud, so it is extremely important 
that the preparer determines that the taxpayer truly qualifies for this credit.  Emphasize that all the 
requirements must be met before attempting to claim this credit. 
 

Adjusted Gross Income 
 
The instructor should stress the difference between AGI and earned income.  Review the 
following example with students to help them better understand modified AGI. 
 

Example: Rebecca Austin (age 52, SSN 245-78-9874) lives alone with her son, Dylan 
(age 17, SSN 245-99-4477).  Rebecca works with Watson Enterprises and received a W-2 
reporting $21,010 in wages.  Rebecca also received $1,026 in interest.  Rebecca had no 
other income and she did not have deferred compensation listed on her Form W-2.  What 
is Rebecca’s AGI and earned income? 

 
Rebecca’s AGI is her wages plus the interest, $22,036.  Her earned income is $21,010. 
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Married Filing Separate 
 
Remind students that a taxpayer filing Married Filing Separately is not eligible to claim EIC. 
 

Qualifying Child 
 
Review the qualifying child rules with the students.  Students need a very clear understanding of 
the definition of a qualified child.  There are 4 tests which must be met. 
 

Qualifying Child of More Than One Person 
 
Review the rules for a qualified child of more than one person.  Examine the tie-breaker rules and 
review the examples in the student’s text.  Be certain to review the examples in the book with the 
students. 
 

EIC for Taxpayers without Qualifying Children 
 
Remind students that taxpayers who do not have qualifying children may also be eligible for the 
EIC. 
 

Schedule EIC and Worksheets 
 
Schedule EIC must be attached to Form 1040 or 1040A if the taxpayer is claiming the EIC using 
a qualifying child.  All required information should be completed; otherwise, the taxpayer may 
experience a delay or denial of the EIC.   
 

Earned Income Credit Limitations 
 
Review the earned income credit limitations with the students.  Stress the importance of 
preparing the earned income credit worksheets.  Students will need to complete the EIC Eligibility 
Worksheets and EIC Worksheet A (or B) to determine the taxpayer’s EIC. 
 

Advance Earned Income 
 
Students should be aware that advance earned income credit is no longer available after tax year 
2010.   
 

EIC Disallowed 
 
Discuss the reasons taxpayers are denied or disallowed the EIC.  Reviewing Social Security 
cards of everyone listed on the return could greatly reduce the number of returns denied the EIC. 
 
Students should ask a taxpayer if he has received a letter or notice from the IRS regarding a 
denied EIC claim.  If the client has received a letter, the student should be aware that the 
taxpayer will be required to attach Form 8862 to his return. 
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EIC Examination Procedures 
 
Review EIC exam procedures.  Most students will not be experienced enough to assist a 
taxpayer with an EIC exam letter; however, students need to be aware of the types of 
documentation that the taxpayer may be required to provide for the Internal Revenue Service. 
 

Due Diligence 
 
Discuss due diligence in-depth, with the class.  Students should be aware of the penalties a 
preparer faces if he fails to practice due diligence.  Review Form 8867 and go over the due 
diligence worksheets. 
 

Classroom Review Questions 
 
Q: Define and give an example of a refundable credit. 
 
Q: Define and give an example of a nonrefundable credit. 
 
Q: What is the earned income credit (EIC)? 
 
Q: Define and give examples of earned income. 
 
Q: What types of income are included for purposes of earned income credit? 
 
Q: What types of income are not included for purposes of earned income credit? 
 
Q: What tests must be met for a child to be considered a qualified child? 
 
Q: A child age 19, not in school and unemployed during the tax year may be considered a 

qualifying child.  True or False? 
 
Q: Who is entitled to use a child as a qualifying child if the child meets the rules for more 

than one person? 
 
Q: What is advanced earned income credit? 
 
Q: For what reason would a taxpayer be disallowed EIC? 
 
Q: If a taxpayer is denied EIC, what form must he complete to become eligible to claim the 

EIC again? 
 
Q: What penalties does a taxpayer face if he is found to be negligent in filing a claim for 

the EIC? 
 
Q: What penalties does a taxpayer face if he is found to be fraudulent in filing a claim for 

the EIC? 
 
Q: Describe due diligence. 
 
Q: What penalties does a tax preparer face if it is determined that he has not practiced 

due diligence? 
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Interviewing Clients 
 

Zach (age 45, DOB: 7/2/65, SSN 258-25-3698) and Trish Pendleton (age 42, DOB: 10/31/68, 
SSN 147-25-8963) 
9784 Midtown Derby Road 
Your City, Your State – Your Zip 
 
Children 
Ashley, age 17, DOB: 9/22/93, SSN 258-14-7896 
Kristin, age 18, DOB: 2/24/92, SSN 258-36-9874 
Mark, age 19, DOB: 10/26/91, SSN 147-78-7412 
 
W-2 wages $58,011 with withholding of   $8,201 
Unemployment received                $  859 
First Union Bank interest   $  187 
Wachovia Bank interest    $  163 
Dominion Resources dividends   $    69 
             
 
Abigail Withers (age 81, DOB: 9/20/29, SSN 197-52-4109) 
7418 Shelby Terrace 
Your City, Your State – Your Zip 
 
Widowed in 2009 
 
No dependents. 
 
Interest from: 
First Market Bank    $1,928 
Wachovia Bank     $4,101 
First Union Bank    $   586 
Crestar Bank     $2,568 
 
Dominion Resources dividends      $412 
AT&T dividends             $103 
Capital One dividends       $274 
Acme Corporation dividends      $754 
All dividends are ordinary dividends 
             
 
James (age 20, DOB: 9/13/90, SSN 404-55-1212) and Jill Olsen (age 18, DOB: 4/1/92, SSN 404-
22-2367)  
1903 Country Club Dr. 
Your City, Your State – Your Zip 
 
W-2 income--James $5,306 with withholding of $103 
                    Jill       $6,704 with withholding of $224 
Unemployment compensation for James was $4,583 
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Elizabeth Garrett (age 45, DOB:  1/6/65, SSN 212-43-9090) 
2120 S. Park Ave. 
Your City, Your State – Your Zip 
 
Child:  Suzanne (age 17, DOB:  6/6/93, SSN 212-98-3658) 
 
W-2 wages $35,989 with withholding of $7,835 
Child Support $12,000 
Alimony received $6,500 
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Chapter 5:  Review Questions 
 
 
1. Joe is confused about refundable versus nonrefundable credits.  His preparer explains 

nonrefundable credits can reduce tax liability to zero but never add to his refund.  Which of 
the following credits is a nonrefundable credit? 

 
a) Child and dependent care credit 
b) Additional child tax credit 
c) Earned income credit 
d) Excess Social Security withheld 
 
a) Correct.  Child and dependent care credit is a nonrefundable credit as determined 

by the IRS.  Page 5.1 
b) This answer is incorrect.  Additional child tax credit is a refundable credit as determined 

by the IRS. 
c) This answer is incorrect.  Earned income credit is a refundable credit as determined by 

the IRS. 
d) This answer is incorrect.  Excess Social Security withheld is a refundable credit as 

determined by the IRS. 
 
2. Tony tells Judith, his tax preparer, that a friend who has children told him about getting a 

bigger refund because of earned income credit.  Tony, who has no children, wants to know if 
this is something he is eligible to claim.  Which of the following is the most accurate 
statement in regard to who can claim the earned income credit? 

 
a) Taxpayers who have earned income with children 
b) Taxpayers who have earned income with no children 
c) Taxpayers who have earned income with or without children 
d) Taxpayers who have earned income only 
 
a) This answer is incorrect.  Earned income credit is a refundable credit available to 

taxpayers with children but also is available to taxpayers without children. 
b) This answer is incorrect.  Earned income credit is a refundable credit available to 

taxpayers without children but also is available to taxpayers with children. 
c) Correct.  Earned income credit is a refundable credit available to taxpayers with 

and without children.  Pages 5.1-5.2 
d) This answer is incorrect.  The earned income tax credit is available for taxpayers who 

worked and had earned income under a specific limit.  The taxpayer can receive income 
from other sources such as interest from a savings account; however, investment income 
may negatively impact the taxpayer’s eligibility for EIC. 
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3. Judith also explains to Tony he must have earned income to be eligible and gives him some 
examples.  Which of the following is listed incorrectly as earned income for purposes of the 
earned income credit? 

 
a) Wages, salaries, and tips 
b) Net earnings from self-employment 
c) Gross income received as a statutory employee 
d) Unemployment compensation 
 
a) This answer is incorrect.  Wage, salaries, and tips are examples of earned income. 
b) This answer is incorrect.  Net earnings from self-employment would be an example of 

earned income.  
c) This answer is incorrect.  Gross income received as a statutory employee is an example 

of earned income. 
d) Correct.  Unemployment compensation is not considered earned income for 

purposes of earned income credit.  Page 5.2 
 

4. Tony asks Judith about other types of income he has received.  She explains the difference 
between earned and unearned income.  Which of the following is an example of earned 
income for purposes of the earned income credit? 

 
a) Interest and dividends 
b) Alimony 
c) Pensions and annuities 
d) Union strike benefits  
 
a) This answer is incorrect.  Interest and dividends are not earned income for purposes of 

the earned income credit. 
b) This answer is incorrect.  Alimony is not an example of earned income for purposes of 

the earned income credit. 
c) This answer is incorrect.  Pensions and annuities are not earned income for purposes of 

the earned income credit. 
d) Correct.  Union strike benefits are earned income for purposes of the earned 

income credit.  Page 5.2. 
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5.  Allison lives in a community property state with her two children (ages 9 and 11).  She has 
been separated from her husband for more than a year.  The portion of her husband’s earned 
income that is considered to be income to Allison (under community property laws) is 
$15,292.  Allison’s earned income is $12,000.  Allison also received unemployment 
compensation of $780.  For earned income credit purposes, what is Allison’s earned income? 

 
a) $27,292 
b) $12,000 
c) $12,780 
d) $28,072 
 
a) This answer is incorrect.  In determining earned income (for the purposes of earned 

income credit) in a community property state only the taxpayer’s own earned income is 
used.  Do not include income from the spouse that is considered income under 
community property rules. 

b) Correct.  In determining earned income (for the purposes of earned income credit) 
in a community property state only the taxpayer’s own earned income is used.  
You do not include income from the spouse that is considered income under 
community property rules.  Allison’s earned income is $12,000.  Page 5.3 

c) This answer is incorrect.  This answer adds Allison’s earned income and the amount of 
unemployment compensation Allison received.  The rules for calculating income for 
purposes of the earned income credit specifically exclude unemployment compensation. 

d) This answer is incorrect.  In determining earned income (for the purposes of earned 
income credit) in a community property state only the taxpayer’s own earned income is 
used.  

 
6. Emily, who has a 10 year old daughter, separated from her husband in November.  In the 

past when she and her husband filed a joint return they received earned income credit.  She 
is concerned whether or not she is still eligible for EIC.  Her tax preparer explains there are 
many factors to determine this including her filing status.  Which filing status would make 
Emily ineligible for EIC? 

 
a) Head of Household 
b) Married Filing Separate 
c) Single 
d) Qualifying Widow(er) 
 
a) This answer is incorrect.  Head of Household filing status is eligible for EIC. 
b) Correct.  A taxpayer using the filing status Married Filing Separate is not eligible 

for EIC.  There are many credits that are either not eligible for or reduced by using 
the filing status of Married Filing Separate.  Pages 5.5-5.6 

c) This answer is incorrect.  Single filing status is eligible for EIC. 
d) This answer is incorrect.  Qualifying Widow(er) filing status is eligible for EIC. 
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7. Emily’s tax preparer explains there are several tests involved in determining if a child is a 
qualifying child for purpose of EIC.  Which of the following tests is not required to determine 
qualifying child eligibility? 

 
a) Relationship test 
b) Age test 
c) Residency test 
d) Support test 
 
a) This answer is incorrect.  Relationship test is a test for a qualifying child for purposes of 

EIC. 
b) This answer is incorrect.  Age test is a test for a qualifying child for purposes of EIC. 
c) This answer is incorrect.  Residency test is a test for a qualifying child for purposes of 

EIC. 
d) Correct.  For the purposes of EIC, a qualifying child is not required to meet a 

support test.  Page 5.6 
 
8. Mrs. Miller loves children and has several living with her.  She asks her preparer which if any 

of the children would be considered a qualifying child for purposes of earned income credit.  
Which of the following would be considered to be invalid as a qualifying child for purposes of 
EIC? 

 
a) Your roommate’s child 
b) Foster child 
c) Stepchild 
d) Grandchild 
 
a) Correct.  Your roommate’s child does not meet the relationship test for purposes 

of earned income credit.  Page 5.7 
b) This answer is incorrect.  An eligible foster child meets the relationship test for the 

purposes of earned income credit.  
c) This answer is incorrect.  A stepchild meets the relationship test for purposes of earned 

income credit. 
d) This answer is incorrect.  A grandchild meets the relationship test for purpose of earned 

income credit.  
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9. Edward has a foster child through an authorized placement agency and cares for him like his 
own.  In order for Edward to be able to claim his foster child for purposes of EIC, the child 
must have lived with Edward for how long? 

 
a) At least some part of the year 
b) More than the child lived with anyone else 
c) The entire year 
d) More than six months 

 
a) This answer is incorrect.  A foster child that lives with the taxpayer for some part of the 

year does not meet the IRS requirement for a foster child for purposes of earned income 
credit. 

b) This answer is incorrect.  A foster child that lives with the taxpayer more than the child 
lived with anyone else does not meet the IRS requirement for a foster child for purposes 
of earned income credit. 

c) This answer is incorrect.  A foster child that lives with the taxpayer all year meets the IRS 
requirement for a foster child for purposes of earned income credit, but this is not the 
minimum requirement. 

d) Correct.  To meet the IRS requirement as a foster child (for purposes of earned 
income credit) must have lived with the taxpayer more than six months of the year.  
Pages 5.6 and 5.8 

 
10.  A child meets all the rules to be a qualifying child for more than one person for purposes of 

EIC (one person is a parent, the other a grandparent).  According to the tie-breaker rules, 
which person will be allowed to claim the child for purposes of EIC if the individuals do not 
mutually agree on who will claim the child as a qualifying child? 

 
a) The grandparent can claim the child for purposes of EIC 
b) The parent can claim the child for purposes of EIC 
c) The individual who has legal custody of the child 
d) The person with the lower AGI will claim the child for purposes of EIC 
 
a) This answer is incorrect.  The grandparent would not be eligible to claim the exemption 

according to the tie-breaker rules. 
b) Correct.  The tie-breaker rule states if the choice is between a parent and a non-

parent, the parent will be allowed to claim the exemption.  Pages 5.9-5.10 
c) This answer is incorrect.  The individual who has legal custody of the child does not have 

the first right to claim the exemption according to the tie-breaker rules 
d) This answer is incorrect.  The tie-breaker rule states if neither person is the child’s parent, 

the person with the highest AGI will be allowed to claim the exemption. 
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11. David, who has no children, asks his tax preparer about EIC.  The preparer explains David 
must meet all of the following qualifications to be eligible for EIC in tax year 2010 except: 

 
a) Have an AGI of less than $13,460 ($18,470 if Married Filing Jointly) 
b) Be at least age 25 but under age 65 at the end of 2010 
c) The taxpayer may not be a dependent of another person 
d) The taxpayer must be married filing a joint return 
 
a) This answer is incorrect.  Having an AGI of less than $13,460 ($18,470 if Married Filing 

Jointly) is a qualification to be eligible for EIC. 
b) This answer is incorrect.  Being at least age 25 but under age 65 at the end of 2010 is a 

qualification to be eligible for EIC. 
c) This answer is incorrect.  The taxpayer not being a dependent of another person is a 

qualification to be eligible for EIC. 
d) Correct.  There is no requirement that a taxpayer must be married filing a joint 

return to be eligible for EIC.  Page 5.5 
 
12.  Lucinda is a single mom with two children, ages 5 and 9.  Lucinda has AGI of $19,174 which 

includes earned income of $18,942 and interest income of $232.  She supports her family 
without any additional help from other sources.  Based on the information above what is the 
amount of Lucinda’s EIC?   

 
a) $0 
b) $2,614 
c) $4,462 
d) $4,515 
 
a) This answer is incorrect.  Lucinda qualifies for the earned income credit. 
b) This answer is incorrect.  $2,654 is the amount if Lucinda had only one qualifying child.  
c) Correct.  EIC is based on a comparison of AGI to earned income.  In Lucinda’s 

case the EIC based on her AGI is less than the EIC based on her earned income.  
She will receive the lesser amount of EIC.  Page 5.5 and EIC tables from Pub. 596 
or 1040 Instructions 

d) This answer is incorrect.  $4,515 is the amount Lucinda would have received if the EIC 
was based on her earned income. 

 
13. Lucinda completed Form W-5 and gave it to her employer so she could receive advance 

earned income credit during 2010 instead of waiting to receive it all at the time she gets her 
tax refund.  What will she need to do to receive advance EIC payments for tax year 2011? 

 
a) Notify the IRS 
b) Complete Form W-5 and give it to her employer 
c) Advance EIC payments will no longer be available 
d) Notify her employer 
 
a) This answer is incorrect.  Advance EIC payments are not available after December 31, 

2010. 
b) This answer is incorrect.  Advance EIC payments are not available after December 31, 

2010. 
c) Correct.  Advance EIC payments will not be available after December 31, 2010.  

Pages 5.26-5.27 
d) This answer is incorrect.  Advance EIC payments are not available after December 31, 

2010 
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14. When Peter filed his tax return the IRS disallowed the EIC he was expecting.  For which of 
the following reasons would the IRS disallow EIC? 

 
a) The taxpayer used filing status Married Filing Separate 
b) The child did not live with the taxpayer for the required period 
c) The child’s age exceeds the statutory limit 
d) Any of the reasons listed in the other three answer choices would be grounds for 

the IRS to disallow EIC 
 
a) This answer is incorrect.  If the taxpayer used an incorrect filing status and should have 

used Married Filing Separate the IRS would disallow EIC, but this is not the only correct 
answer. 

b) This answer is incorrect.  If the child did not live with the taxpayer for the required period 
the IRS would disallow EIC, but this is not the only correct answer. 

c) This answer is incorrect.  If the child’s age exceeds the statutory limit the IRS would 
disallow EIC but may also disallow it for other reasons. 

d) Correct.  The IRS would disallow EIC if the taxpayer used an incorrect filing status 
and should have used Married Filing Separate, if the child did not live with the 
taxpayer for required period, or if the child’s age exceeds the statutory limit.  Page 
5.27 

 
15.  All of the following taxpayers meet the income and residency tests for EIC.  They do not have 

a qualifying child.  Which taxpayer does not meet all of the tests to qualify for EIC? 
 

a) A 67 year old taxpayer and his 59 year old wife 
b) A 32 year old single taxpayer 
c) A 24 year old taxpayer and his 24 year old wife  
d) A 25 year old single taxpayer 
 
a) This answer is incorrect.  The age requirement for a taxpayer without a qualifying child is 

be at least 25, but under 65 at the end of the year.  A 67 year old taxpayer and his 59 
year old wife would qualify.  If a joint return both taxpayers do not have to meet the age 
requirement. 

b) This answer is incorrect.  The age requirement for a taxpayer without a qualifying child is 
be at least 25, but under 65 at the end of the year.  A 32 year old single taxpayer would 
qualify. 

c) Correct.  The age requirement for a taxpayer without a qualifying child is be at 
least 25, but under 65 at the end of the year.  A 24 year old taxpayer and his 24 year 
old wife would not qualify.  Neither meets the age requirement of at least 25 years 
of age.  At least one of the taxpayers on a joint return must meet this age 
requirement.  Page 5.5 

d) This answer is incorrect.  The age requirement for a taxpayer without a qualifying child is 
be at least 25, but under 65 at the end of the year.  A 25 year old single taxpayer would 
meet the requirement. 
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Chapter 5: Learning Activity 
 
 
Scenario 1 – May Reynolds 
 
Complete an EIC worksheet and Schedule EIC for May Reynolds. 
 
May Reynolds is single, (age 51, DOB: 1/19/59, SSN 234-00-9089).  She works as a customer 
service representative.  Her children have lived with her, all year.  Sally is (age 17, DOB: 
11/21/93, 224-12-4497) and Thomas is (age 18, DOB: 5/8/92, 224-15-3465).  She has paid all the 
cost of maintaining her home and all the costs for the support of her children.  Both of her children 
are enrolled in high school and neither have jobs.  Her Forms W-2 follow.   
 
 
 

a Control Number 
   

 
 

 
 

 
OMB No.1545-0008 

b Employer Identification Number 
43-0334550 

1 Wages, tips, other compensation 
19493.46 

2 Federal Income Tax Withheld 
1032.01 

c Employer’s name, address, and zip code 
Jackson Management  
9456 Hudson Highway 
Your City, Your State – Your Zip 

3 Social Security wages  
19743.46 

4 Social Security tax withheld 
1224.09 

5 Medicare wages and tips 
19743.46 

6 Medicare tax withheld 
286.28 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
234-00-9089 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
May   

Last name 
Reynolds 

11 Nonqualified plans  12 a See instructions for box 12 
c 
o  
d         
e 

 

D 250 
f Employee’s address and ZIP code 
 
1801 South  Dr. 
Your City, Your State – Your Zip 
 
 

13   Statutory     Retirement    Third-Party 
       employee       plans             sick pay 
                          x 

 12 b See instructions for box 12 
c 
o 
d 
e 

  

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

  

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

19493.46 
17 State income tax 

953.00 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 

  YS 430334550 
      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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a Control Number 
   

 
 

 
 

 
OMB No.1545-0008 

b Employer Identification Number 
54-0355135 

1 Wages, tips, other compensation 
2329.00 

2 Federal Income Tax Withheld 
 

c Employer’s name, address, and zip code 
Austin Services 
1247 Galway Drive 
Your City, Your State – Your Zip 

3 Social Security wages  
2329.00 

4 Social Security tax withheld 
144.40 

5 Medicare wages and tips 
2329.00 

6 Medicare tax withheld 
33.77 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
234-00-9089 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
May 

Last name 
Reynolds 

11 Nonqualified plans 
 

 12 a See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
f Employee’s address and ZIP code 
 
 
1801 South Dr. 
Your City, Your State – Your Zip 
 
 
 

13   Statutory        Retirement       Third-Party 
       employee       plans                sick pay 
    

 12 b See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

2329.00 
17 State income tax 

353.95 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 
  YS 540355135 

      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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Scenario 2 – Joe and Anna Baker 
 

Complete Form 8867 for the Bakers. 
 

Joe (age 43, DOB: 7/20/67, SSN 222-00-5556) and Anna Baker (age 39, DOB: 2/26/71, SSN 
307-00-1234) are married and have lived together all year.  They have a son, Mike (age 13, DOB: 
4/9/97, 123-33-3345) and a daughter, Kathy (age 12, DOB: 3/20/98, SSN 123-34-4445).  Joe is a 
mailroom clerk and Anna works part time as a cashier.  Their Forms W-2 follow. 
 

 
a Control Number 
   

 
 

 
 

 
OMB No.1545-0008 

b Employer Identification Number 
95-2515784 

1 Wages, tips, other compensation 
8452.25 

2 Federal Income Tax Withheld 
69.01 

c Employer’s name, address, and zip code 
Millhouse, Inc. 
62 Fox Tail Drive 
Your City, Your State – Your Zip 

3 Social Security wages  
8452.25 

4 Social Security tax withheld 
524.04 

5 Medicare wages and tips 
8452.25 

6 Medicare tax withheld 
122.56 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
307-00-1234 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
Anna 

Last name 
Baker 

11 Nonqualified plans  12 a See instructions for box 12 
c 
o  
d        
e   

f Employee’s address and ZIP code 
 
424 Butter Dr. 
Your City, Your State – Your Zip 
 
 

13   Statutory        Retirement       Third-Party 
       employee       plans                sick pay 
 

 12 b See instructions for box 12 
c 
o 
d 
e 

  

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

  

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

8452.25 
17 State income tax 

211.30 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 

  YS 95-2515784 
      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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a Control Number 
   

 
 

 
 

 
OMB No.1545-0008 

b Employer Identification Number 
54-5303203 

1 Wages, tips, other compensation 
22505.40 

2 Federal Income Tax Withheld 
1445.11 

c Employer’s name, address, and zip code 
Jingle Systems 
4811 Justice Lane 
Your City, Your State – Your Zip 

3 Social Security wages  
22505.40 

4 Social Security tax withheld 
1395.33 

5 Medicare wages and tips 
22505.40 

6 Medicare tax withheld 
326.33 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
222-00-5556 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
Joe 

Last name 
Baker 

11 Nonqualified plans 
 

 12 a See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
f Employee’s address and ZIP code  
 
424 Butter Dr. 
Your City, Your State – Your Zip 
 
 
 
 

13   Statutory        Retirement       Third-Party 
       employee       plans                sick pay 
    

 12 b See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

22505.40 
17 State income tax 

919.38 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 
  YS 54-5303203 

      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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Scenario 3 – Angel Martinez 
 
Complete the Cost of Maintaining a Household worksheet for Angel Martinez. 
 

 Angel Martinez is 45 years old, DOB: 10/25/65, SSN 303-00-1234.  Her husband, Max, (age 40 
DOB: 11/1/70 a, SSN 344-00-7569) moved out of their home in February of tax year 2010.  Max 
did not have job during the first two months of the year, and has had no contact with Angel since 
he left.  Angel filed a petition for legal separation in April of 2010.  Angel has two children, Angela 
(age 14, DOB: 8/7/96, SSN 344-54-7596) and Andrew (age 15, DOB: 6/18/95, SSN 344-54-
7597).  Angel paid the following expenses from her wages: 
 
 Food:    $2,225    
 Electric:    $1,430 
 Rent:    $3,750 

 
Angel’s mother paid the following expenses for Angel. 
 Water:    $600    
 Property Taxes:  $175 
 Other expenses:  $498 

 
Angel paid all other expenses for the children’s support with the funds from AFDC and her 
income. 

 
 

Cost of Maintaining a Household 
 

 
Expenses Paid 

Amount Taxpayer 
Paid 

Amount Paid by 
Others

 
Total Cost

Property Taxes  175 175 
Mortgage Interest Expense    
Rent 3,750  3,750 
Utility Charges 1,430 600 2,030 
Upkeep & Repairs    
Property Insurance    
Food Consumed on Premises 2,225  2,225 
Other Household Expenses  498  
Totals 7,405 1,273 8,678 
Minus totals amount paid by taxpayer 7,405 
Amount paid by others 1,273 
If the total amount paid by the taxpayer is more than the amount all others paid, the taxpayer 
meets the requirement of paying more than half the cost of keeping up the home. 
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Scenario 4 – Amanda Luther 
 
Complete a tax return for Amanda Luther. 
 
Amanda Luther, single, (age 43, DOB: 8/4/67, 334-00-1113) has lived with her son, Adam (age 
18, DOB: 11/13/92, SSN 213-23-9087) all year.  They live at 3205 Merryweather Dr., Apt. B, Your 
City, Your State – Your Zip.  Amanda is a receptionist and she does not wish to designate $3 of 
her taxes for the Presidential Election Campaign Fund.  She provided more than half the costs of 
maintaining her home and provided more than half of the support for her child.   
 
 

a Control Number 
   

 
 

 
 

  
OMB No.1545-0008 

b Employer Identification Number 
54-1111111 

1 Wages, tips, other compensation 
8452.25 

2 Federal Income Tax Withheld 
431.75 

c Employer’s name, address, and zip code 
 
Recycling Construction Corp. 
P O BOX 2 
Your City, Your State – Your Zip 

3 Social Security wages  
8452.25 

4 Social Security tax withheld 
524.04 

5 Medicare wages and tips 
8452.25 

6 Medicare tax withheld 
122.56 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
334-00-1113 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
Amanda   

Last name 
Luther 

11 Nonqualified plans  12 a See instructions for box 12 
c 
o  
d        
e   

f Employee’s address and ZIP code 
 
3205 Merry Weather Dr.  APT B 
Your City, Your State – Your Zip 
 
 

13   Statutory        Retirement       Third-Party 
       employee       plans                sick pay 
 

 12 b See instructions for box 12 
c 
o 
d 
e 

  

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

  

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

8452.25 
17 State income tax 

101.42 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 

  YS 0010725585 
      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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a Control Number 
  09007 

 
 

 
 

 
OMB No.1545-0008 

b Employer Identification Number 
54-2563589 

1 Wages, tips, other compensation 
13393.74 

2 Federal Income Tax Withheld 
1088.31 

c Employer’s name, address, and zip code 
ARC RECYCLING CAPITAL PROJ 
PO BOX 21 
Your City, Your State – Your Zip 

3 Social Security wages  
13393.74 

4 Social Security tax withheld 
830.41 

5 Medicare wages and tips 
13393.74 

6 Medicare tax withheld 
194.21 

7 Social Security tips 
 

8 Allocated tips 
 

d Employee’s Social Security number 
334-00-1113 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
Amanda  

Last name 
Luther 

11 Nonqualified plans 
 

 12 a See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
f Employee’s address and ZIP code 
 
3205 Merry Weather Dr. APT B 
Your City, Your State – Your Zip 
 
 
 
 

13   Statutory        Retirement       Third-Party 
       employee       plans                sick pay 
    

 12 b See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

13393.74 
17 State income tax 

287.00 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 
  YS 54-0355135 

      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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Scenario 5 – Ronald Roberts 
 
Complete a tax return for Ronald Roberts 
 
Ronald Roberts (age 42, DOB: 7/16/68, SSN 434-00-1352) lived with his child, Robert (age 17, 
DOB: 12/2/93, SSN 434-56-0009) at 3316 Sunny Dale Drive, your City, Your State –Your Zip.  
Ronald is an insurance salesman and wishes to designate $3 of his taxes for the Presidential 
Election Campaign Fund.  Ronald has been divorced from Robert’s mother, Maggie, for four 
years and has custody of Robert.  Robert lived with his father all year.  Ronald and Maggie have 
agreed that each would claim Robert as a dependent on his or her tax return in alternating years.  
Ronald is entitled to claim Robert as a dependent on his return; however, he has signed Form 
8332, Release of Claim to Exemption, to allow Maggie to claim Robert as a dependent on her 
return.  His Form W-2 follows.  In addition to W-2 income, he received interest from a savings 
account; the 1099-INT also follows. 
 

Hint: Please review the “Special rule for divorced or separated parents or parents who 
live apart” on page 5.12.  

 
 
 

 

  

a Control Number 
   

 
 

 
 

                                          
OMB No.1545-0008          

b Employer Identification Number 
54-5303201 

1 Wages, tips, other compensation 
21022.00 

2 Federal Income Tax Withheld 
798.00 

c Employer’s name, address, and zip code 
 
Safetech, Inc. 
981 Jasper Drive 
Your City, Your State – Your Zip 

3 Social security wages  
21022.00 

4 Social security tax withheld 
1303.36 

5 Medicare wages and tips 
21022.00 

6 Medicare tax withheld 
304.82 

7 Social security tips 
 

8 Allocated tips 
 

d Employee’s social security number 
434-45-1352 

9 Advance EIC payments 
 

10 Dependent care benefits 
 

e Employee’s first name and initial 
Ronald 

Last name 
Roberts 

11 Nonqualified plans 
 

 12 a See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
f Employee’s address and ZIP code 
 
3316 Sunny Dale Drive 
Your City, Your State – Your Zip 
 
 
 
 

13   Statutory      Retirement     Third-Party 
       employee     plans              sick pay 
    

 12 b See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
14 Other 
 

12 c See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
12 d See instructions for box 12 
c 
o 
d 
e 

 

 
 

 
15 State     Employer’s state ID number 16 State wages, tips, etc.  

21022.00 
17 State income tax 

525.55 
18 Local wages, tips, etc. 

 
19 Local income tax 

 
20 Locality name 
 YS 54-5303201 

      

  

Form W-2 Wage and Tax Statement 2010 Copy B to Be Filed with Employee’s FEDERAL Tax Return 
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 CORRECTED (if checked) 

PAYER’S name, street address, city, state, ZIP code, and telephone no. 

Franklin Commerce Bank 
P O Box 10135 
Your City, Your State – Your ZIP 
 

Payer’s RTN (optional) OMB No. 1545-0115 
 

2010 
 

Form 1099-INT 

Interest Income 
1 Interest income 

$ 83.31   
2 Early withdrawal penalty 
$    

PAYER’S federal identification number 

54-0138602 
RECIPIENT’S identification number 

434-00-1352 
3 Interest on U.S. Savings bonds and Treas. Obligations 
$    

Copy B 
For Recipient 

This is important tax 
information and is being 
furnished to the Internal 

Revenue Service.  If 
you are required to file a 

return, a negligence 
penalty or other 

sanction may be 
imposed on you if this 
income is taxable and 

the IRS determines that 
it has not been 

reported.  

RECIPIENT’S name 

Ronald Roberts 
 
Street address (including apt. no.) 

3316 Sunny Dale Drive 
 
City, State, and ZIP code 

Your City, Your State – Your ZIP 

4 Federal income tax withheld 
 
 

$    

5 Investment expenses 
 
 

$   
6 Foreign tax pad 

 
$   

7 Foreign country or U.S. 
   possession 

8 Tax-exempt interest 
 
 
 

$   

9 Specified private activity  
    bond interest 
 
 

$   
Account number (see instructions) 

 
Form 1099-INT                                         (keep for your records)                 Department of the Treasury – Internal Revenue Service
 
 
 
Review the learning activity for Ronald Roberts.  Does Robert qualify for earned income credit?  
Yes, his son who meets the age requirements lived with him all year, he worked and made 
less than $35,535. 

 
What would happen if his interest income was $8,331.00?  He would be ineligible for Earned 
Income Credit because his investment income would be over the limit. 
 

 
 
 

(Solutions follow the Learning Activity Questions.) 
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Chapter 5: Learning Activity Questions 

 
1. Answer the following question based on the worksheets and forms you prepared for May 

Reynolds: 
 
Select the total Earned Income Credit for May Reynolds: 
 

 A)  $3,904 
 B)  $3,893 
 C)  $2,181 
 D)  $4,959 

 
 
2. Answer the following question based on the cost of Maintaining a Household worksheet you 

prepared for Angel Martinez: 
 
What is the total amount Angel Martinez paid to maintain her household? 
 

 A)  $1,273 
 B)  $8,678 
 C)  $7,405 
 D)  $5,180 

 
 
3. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Which form did you use to file the Luther return?  
 

 A)  1040 
 B)  1040A 
 C)  1040EZ 

 
 
4. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the total wages: 
 

 A)  $13,394 
 B)  $13,349 
 C)  $21,684 
 D)  $21,846 

 
 
5. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the total income: 
 

 A)  $21,846 
 B)  $21,486 
 C)  $21,646 
 D)  $21,864 
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6. Answer the following question based on the tax return you prepared for Amanda Luther: 
 
Select the Adjusted Gross Income (AGI): 
 

 A)  $21,646 
 B)  $21,846 
 C)  $21,486 
 D)  $21,864 

 
 
7. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the standard deduction: 
 

 A)  $  5,700 
 B)  $  7,300 
 C)  $  8,400 
 D)  $11,400 

 
 
8. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the total taxable income: 
 

 A)  $21,846 
 B)  $  6,146 
 C)  $13,446 
 D)  $  8,846 

 
 
9. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the tax from the Tax Tables: 
 

 A)  $   613 
 B)  $1,506 
 C)  $   313 
 D)  $   905 

 
 
10. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the total tax: 
 

 A)  $1,506 
 B)  $   313 
 C)  $   905 
 D)  $   613 
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11. Answer the following question based on the tax return you prepared for Amanda Luther: 
 
Select the total payments: 
 

 A)  $1,520 
 B)  $1,920 
 C)  $4,111 
 D)  $3,711 

 
 
12. Answer the following question based on the tax return you prepared for Amanda Luther: 

 
Select the refund: 
 

 A)  $3,498 
 B)  $3,098 
 C)  $1,307 
 D)  $1,707 

 
 
13. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Which form did you use to file the Roberts return?  
 

 A)  1040 
 B)  1040A 
 C)  1040EZ 

 
 
14. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the total wages: 
 

 A)  $21,222 
 B)  $21,022 
 C)  $21,105 
 D)  $21,005 

 
 
15. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the total income: 
 

 A)  $21,105 
 B)  $21,022 
 C)  $21,222 
 D)  $21,005 
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16. Answer the following question based on the tax return you prepared for Ronald Roberts: 
 
Select the Adjusted Gross Income (AGI): 
 

 A)  $21,105 
 B)  $21,022 
 C)  $21,222 
 D)  $21,005 

 
 
17. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the standard deduction: 
 

 A)  $  8,400 
 B)  $  5,700 
 C)  $  8,800 
 D)  $11,400 

 
 
18. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select total taxable income: 
 

 A)  $  5,405 
 B)  $  8,972 
 C)  $  9,055 
 D)  $11,755 

 
 
19. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the tax from the Tax Tables: 
 

 A)  $943 
 B)  $928 
 C)  $908 
 D)  $543 

 
 
20. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the total tax: 
 

 A)  $908 
 B)  $943 
 C)  $928 
 D)  $543 
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21. Answer the following question based on the tax return you prepared for Ronald Roberts: 
 
Select the total payments: 
 

 A)  $3,101 
 B)  $3,501 
 C)  $1,198 
 D)  $   798 

 
 
22. Answer the following question based on the tax return you prepared for Ronald Roberts: 

 
Select the refund: 
 

 A)  $   290 
 B)  $2,593 
 C)  $2,193 
 D)  $       0 

 
 
 
 
 

See the returns following this page for additional explanation. 
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Chapter 5: Earned Income Credit 
 
Learning Objectives:   

 Examine the most common tax credit, the Earned Income Credit 
 Know the definition of earned income for Earned Income Credit   
 Identify the requirements for qualifying children for Earned Income Credit purposes 
 Understand how taxpayers without children may qualify for Earned Income Credit 
 Determine how to fill out Schedule EIC and where to put the information from that form 

on the 1040 or 1040A forms 
 Examine IRS due diligence requirements 

 
 

Credits 
 
A tax credit reduces the taxpayer’s current tax liability dollar for dollar.  There are two categories 
of credits:  refundable and nonrefundable. 
 
1. Nonrefundable credits may reduce the taxpayer’s tax liability to zero.  If the credit is more 

than the tax liability, the excess is not refunded.  Most credits are nonrefundable.  A 
nonrefundable credit may reduce the tax due to zero, but will not produce payments to the 
taxpayer.  The most common of the nonrefundable credits include the foreign tax credit, child 
and dependent care expenses credit, education credit, retirement savings contributions 
credit, child tax credit, and credit for the elderly and disabled.   

 
Example:  Total tax    $481 
   Child care credit  - 500 
   Tax due/refund   $    0 

 
2. Refundable credits are treated as tax payments.  The credit amount is added to federal 

income tax withheld.  If the total of these credits is more than the tax liability, the excess will 
be refunded.  There are a number of refundable credits including:   

 additional child tax credit (Form 8812) 
 earned income credit (Schedule EIC and worksheets) 
 excess Social Security withheld  
 credit for federal tax paid on fuels (Form 4136) 
 credit for taxes paid by regulated investment companies (From 2439) 
 credit for prior year minimum tax (Form 8801) 
 health coverage tax credit (Form 8885) 
 American Opportunity credit for education (Form 8863) 
 first  time homebuyers credit (Form 5405) 
 Making Work Pay credit (Schedule M) 
 Adoption Credit refundable for 2010 
 

Example:  Total tax     $481 
           Earned Income Credit  - 500 
           Refund     $  19 

 
This chapter covers the Earned Income Credit.  The other credits will be discussed in a later 
chapter. 
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Earned Income Credit 
 
The Earned Income Credit (EIC, also known as EITC, Earned Income Tax Credit) is a refundable 
credit available to taxpayers with and without children.  EIC is a tax benefit available for taxpayers 
who worked and had earned income under a specified amount adjusted annually. 
 
In order for a taxpayer to receive EIC, he must qualify by meeting certain rules (discussed later in 
this chapter), and he must file a return even if he does not owe federal taxes, doesn’t meet the 
filing requirements for his filing status, and does not have federal income taxes withheld from his 
pay. 
 

Earned Income 
 
The taxpayer must have earned income to be eligible for the “earned income credit.”  Earned 
income is income the taxpayer received for working, even if it is not taxable.  If the taxpayer is 
filing a joint return, the taxpayer meets the requirement for earned income if at least one spouse 
worked and had earned income.  Listed in the chart below are items of income that are 
considered earned income and items that are not considered earned income (for purposes of  
the EIC). 
 

Examples of Earned and Unearned Income for Purposes of EIC 

Includes * Does Not Include * 

Taxable Earned Income  
(Enter on line 1, EIC worksheet) 

Interest and Dividends 

Wages, salaries, tips Social Security and Railroad Retirement Benefits 

Union strike benefits 
Welfare benefits (including Aid to Families with 
Dependent Children (AFDC) payments) 

Long-term disability benefits received prior to 
minimum retirement age 

Workfare payments 

Net earnings from self-employment  
(Enter on step 5, Form 1040 EIC worksheet) 

Pensions and annuities 

Gross income received as a statutory employee 
Veterans’ benefits, including VA rehabilitation 
payments 

 
 
 

Nontaxable foster care benefits 
Alimony 
Earnings for work performed while an inmate at a 
penal institution including amounts received 
through work release programs or while in a 
halfway house 
Workers’ compensation benefits 
Child support 
Unemployment compensation 
Nonqualified deferred compensation plan or a 
Section 457 plan, pension or annuity 
Community property 
Nontaxable military pay 

*The taxpayer has the option of including nontaxable combat pay in earned income for purposes of the 
earned income credit calculation. 
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Nontaxable Combat Pay Election 
 
Nontaxable pay for members of the Armed Forces is not considered earned income for the EIC.  
The taxpayer may choose to include nontaxable military pay in earned income for purposes of the 
EIC.  Electing to include nontaxable combat pay in earned income may increase or decrease the 
EIC.  Figure the credit with and without the nontaxable combat pay before making the election.  If 
the taxpayer makes the election he must include in earned income all nontaxable combat pay he 
received.  If the taxpayer is filing a joint return and both he and his spouse received combat pay, 
each can make their own election.  The taxpayer’s nontaxable combat pay can be found on his 
W-2, box 12, code Q. 
 

Native Americans 
 
Native Americans who received amounts for services performed as an employee that are exempt 
from federal income tax under the Internal Revenue Code or because of a treaty, agreement, Act 
of Congress or other federal law, will treat these amounts as nontaxable earned income when 
figuring the EIC.  Tax-exempt income received for performing services as a self-employed 
individual is not earned income when figuring the EIC. 
 

Community Property 
 
If the taxpayer is married, qualifies to file as Head of Household, and lives in a community 
property state, his earned income for purposes of EIC does not include any amount earned by his 
spouse that is treated as belonging to him under those laws.  Even though the taxpayer must 
include it in his gross income on his federal tax return, the amount is not earned income for 
purposes of EIC.  The taxpayer’s earned income includes the entire amount he earned, even if 
part of it is treated as belonging to his spouse under the state’s community property laws. 
 

Valid Social Security Number 
 
Taxpayer 
 
Taxpayers can claim the EIC only if they have a Social Security number that allows them to work.  
A valid Social Security number is one that has been issued by the Social Security Administration 
(SSA).  Social Security cards with the not valid for employment legend are issued to aliens who 
are not eligible to work in the United States, but who need a SSN so they can get a federally 
funded benefit such as food stamps and Supplemental Security Income (SSI).  
 
If the taxpayer (or his spouse if Married Filing Jointly) has a Social Security card that contains a 
legend that says not valid for employment, he is not eligible for the EIC.  If the taxpayer has a 
qualifying child whose Social Security card says not valid for employment, the taxpayer is not 
eligible for the EIC on the basis of that child.  Preparers should remember that all Social Security 
cards look the same with the exception of the legend. 
 
If the taxpayer’s Social Security card reads “valid for work only with INS authorization” or 
“valid for work only with DHS authorization,” he is deemed to have a valid SSN. 
 
If the taxpayer has an identification number (such as an individual taxpayer identification number, 
ITIN) other than a SSN, he is not eligible to receive EIC. 
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Qualifying Child 
 
The taxpayer’s qualifying child must have a valid Social Security number (SSN), unless the child 
was born and died in 2010.  If the child was born and died in the same tax year, then the taxpayer 
may attach to his return a copy of the child’s birth certificate, death certificate, or hospital records 
showing a live birth.  The taxpayer cannot claim the EIC on the basis of a qualifying child if:  

1. His qualifying child's SSN is missing from his tax return or is incorrect, 
2. His qualifying child's social security card says “Not valid for employment” and was issued 

for use in getting a federally funded benefit; or  
3. Instead of an SSN, his qualifying child has: 

 An individual taxpayer identification number (ITIN), which is issued to a noncitizen 
who cannot get an SSN; or 

 An adoption taxpayer identification number (ATIN), which is issued to adopting 
parents who cannot get an SSN for the child being adopted until the adoption is final.  

 
If the taxpayer has more than one qualifying child and only one has a valid SSN, he can claim the 
EIC only on the basis of that child.   
 

Eligibility Rules for EIC 
 
To be eligible to claim the EIC the taxpayer must meet all of the rules explained in the chart on 
the following page.  
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Earned Income Credit Rules 
First, the taxpayer must meet all the 
rules in this column. 

Second, the taxpayer must meet all the 
rules in one of these columns, 
whichever applies.

Third, the taxpayer 
must meet the rule 
in this column.

Part A. 
Rules for Everyone 

Part B. 
Rules If the 

Taxpayer Has a 
Qualifying Child 

Part C. 
Rules If the 

Taxpayer Does 
Not Have a 

Qualifying Child 

Part D. 
Figuring and 
Claiming the  

EIC 

1. The taxpayer’s 
adjusted gross income 
(AGI) must be less than: 
  
 $43,352 ($48,362 for 
married filing jointly) if 
the taxpayer has three 
or more qualifying 
children, 
 
 $40,363 ($45,373 for 
married filing jointly) if 
the taxpayer has two 
qualifying children, 
 
 $35,535 ($40,545 for 
married filing jointly) if 
the taxpayer has one 
qualifying child, or 
 
 $13,460 ($18,470 for 
married filing jointly) if 
the taxpayer does not 
have a qualifying child. 

2. The taxpayer must 
have a valid social 
security number 
 
3. The taxpayer’s filing 
status cannot be 
“Married Filing 
Separately.” 
 
4. The taxpayer must be 
a U.S. citizen or resident 
alien all year. 
 
5. The taxpayer cannot 
file Form 2555 or Form 
2555-EZ (relating to 
foreign earned income). 
 
6. The taxpayer’s 
investment must be 
$3,100 or less 
 
7. The taxpayer must 
have earned income. 

8. The taxpayer’s child 
must meet the 
relationship, age, 
residency, and joint  
tests. 
 
9. The taxpayer’s 
qualifying child cannot 
be used by more than 
one person to claim the 
EIC. 
 
10. The taxpayer cannot 
be a qualifying child of 
another person. 

11. The taxpayer must 
be at least age 25 but 
under age 65. 
 
12. The taxpayer cannot 
be a dependent of 
another person. 
 
13. The taxpayer cannot 
be a qualifying child of 
another person. 
 
14. The taxpayer must 
have lived in the United 
States more than half of 
the year. 

15. The taxpayer’s 
earned income must be 
less than: 
 
 $43,352 ($48,362 for 
married filing jointly) if 
the taxpayer has three 
or more qualifying 
children, 
 
 $40,363 ($45,373 for 
married filing jointly) if 
the taxpayer has two 
qualifying children, 
 

  $35,535 ($40,545 for 
married filing jointly) if 
the taxpayer has one 
qualifying child, or 
 
 $13,460 ($18,470 for 
married filing jointly) if 
the taxpayer does not 
have a qualifying child 

 
 

Adjusted Gross Income 
 
EIC is based on a comparison of adjusted gross income (AGI) to earned income.  Adjusted gross 
income is found on line 37 of Form 1040, line 21 of Form 1040A or line 4 of Form 1040EZ.  
Completing the EIC worksheets is essential in determining the amount of credit a taxpayer may 
claim on his return.  Part 1 of EIC Worksheet A is the section where this comparison is made.  
Examples of the EIC worksheets can be found later in this chapter. 
 

Example: Julia is a single parent with two children, ages 3 and 5.  Julia has AGI of 
$16,581 which includes earned income of $16,449 and interest income of $132.  She 
meets the requirements for filing Head of Household and has no additional support.   
 
The EIC based on Julia’s earned income ($16,449) would be $5,036 for tax year 2010.  
The EIC based on Julia’s AGI ($16,581) would be $5,010 for tax year 2010.   
 
Julia’s amount of EIC is $5,010 – the lower of the two amounts.  If she did not have the 
interest income then her EIC would have been $5,036. 
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THE INCOME TAX SCHOOL & TAX PRACTICE MATERIALS LICENSE AGREEMENT – 2011 
FOR TAX BUSINESS OWNER 

  

 IMPORTANT:  The Income Tax School and/or Tax Practice Management Materials ("Materials") which are the subject 
of this Agreement are proprietary products of The Income Tax School, Inc. ("ITS"). They are licensed, not sold, and are licensed to 
you only on the condition that you agree to and comply with this INCOME TAX SCHOOL & TAX PRACTICE MATERIALS 
LICENSE AGREEMENT ("Agreement").  
 

 1. In consideration of and upon receipt of payment of the annual License Fee in the amount specified on the Order Form 
attached hereto/on the reverse hereof and incorporated herein by reference and subject to the following terms and conditions, ITS 
grants to you a limited term renewable non-exclusive, nontransferable, non-assignable license to use at the location (if any) set forth 
on the Order Form, the Materials (including optional student access to the ITS e-learning system) indicated on the Order Form. You 
are licensed to use the Materials for your internal business purposes only and more specifically as follows:  (a) For the ITS 
Materials, solely for the purpose of operating a tax preparation training program either in a classroom and/or via a home study 
correspondence course format, in each case only for you and your employees or prospective employees; and (b) as tools for 
managing your business in the case of the Tax Practice Management materials (collectively, the "Programs"). For avoidance of 
doubt, this license prohibits you from reselling the materials to any individual or entity with the sole exception of the sale of student 
text books to employees and/or students who you are training to become prospective employees of your tax business or for personal 
use. The Materials licensed hereunder do not include enhancements or updates. Such enhancements and updates must be licensed 
separately from ITS. Included with payment of the annual License Fee is telephone support as described at ITS' Web site 
www.theincometaxschool.com for use by you in conducting the Programs (as herein defined). You agree to use reasonable efforts to 
protect the Materials from unauthorized use, reproduction, distribution, or publication and to promptly notify ITS if you become 
aware of any such unauthorized use, reproduction, distribution or publication.  
 

 2. ITS retains exclusive ownership of the Materials licensed under this Agreement. You acknowledge that the Materials are 
owned by ITS and are protected by United States copyright laws and applicable international treaties and/or conventions. You have 
not been granted any trademark license as part of this Agreement and may not use or trade under the name or marks, which you 
acknowledge are owned by ITS except insofar as they are incorporated into the ITS Materials (in which case, you will not alter 
them) or as otherwise agreed by ITS in writing. You may not remove or obscure any copyright or trademark notices on or in the 
Materials. You may not state or imply that you are affiliated with ITS in any way.  The Materials shall not become subject to 
application for patent or copyright by you. Except in the ordinary course of conducting the Programs as permitted in Section 1, you 
shall not provide or disclose or otherwise make available the Materials or any portion thereof in any form to any third party. All of 
your employees having access to the Materials will be bound by confidentiality and non-competition agreements obligating them to 
the same extent you are obligated hereunder. You will not copy or reproduce any of the Materials by any means, except for forms, 
documents intended to be duplicated in the ordinary course of conducting or implementing the Programs. Should you copy any of 
the Materials in violation of this Agreement, you agree to pay ITS a fee of three times the then current purchase price of each 
unauthorized copy which amount the parties agree is a good faith estimate of the damages ITS will incur as a result of your 
unauthorized copying (and does not constitute a penalty). 
 

 3. During the term of this Agreement, neither you nor any of your employees or affiliates shall, directly or indirectly, 
compete with ITS in the business of operating any Program or providing materials intended for use in any Program in any area in 
which ITS operates, nor will you or any of your employees or affiliates attempt to hire any employee of ITS, encourage any 
employee to terminate his or her relationship with ITS, solicit or encourage any customer of ITS to terminate its relationship with 
ITS or to conduct with any other person or entity any business or activity which such customer conducts with ITS. 
 
 4. The Effective Date of this Agreement shall be the earlier of when you either sign the Order Form attached hereto/on the 
reverse hereof or sign this Agreement. The initial term shall expire on March 1 of the year next following the year in which the 
Effective Date falls. Unless earlier terminated in accordance with the terms hereof, this Agreement shall automatically renew for 
additional terms of twelve (12) months upon expiration on the then current term subject to advance payment of the then current 
annual renewal fee as set forth on ITS' Web sites at www.theincometaxschool.com prior to renewal. This Agreement shall terminate 
at the end of the then current term in the event either of the parties notifies the other of non-renewal at least thirty (30) days prior to 
the end of the then current term or if the annual renewal fee is not paid prior to renewal. If the Agreement is not renewed, ITS may 
charge the New Licensee fee if a new Agreement is made.  ITS may terminate this Agreement at any time in the event you breach 
any of the terms hereof. Except as set forth in Section 5, within ten (10) days of termination of this Agreement, you shall return to 
ITS all Materials in your possession or destroy such Materials and furnish ITS with a sworn declaration confirming such 
destruction. The provisions of Sections 2, 4, 6 and 7 shall survive termination of this Agreement. 
 

 5. Subject to the terms and required return data and certifications more particularly described at ITS Web sites at  
www.theincometaxschool.com regarding its MONEY BACK GUARANTEE, within fifteen (15) days of receipt of ITS Materials, 
you may elect to terminate this Agreement and return The Income Tax School Materials to ITS for a refund of the license fee less 
shipping and handling charges provided The Income Tax School Materials are in re-sellable condition, in ITS' sole discretion. Tax 
Practice Management Materials may not be returned for a refund. 



 

 6. YOU ACKNOWLEDGE THAT INCOME TAX PREPARATION RULES, REGULATIONS AND METHODS 
ARE SUBJECT TO CHANGE AND ARE OF SUCH COMPLEXITY THAT THE MATERIALS MAY BE INACCURATE, 
INCOMPLETE OR CONTAIN DEFECTS. THE MATERIALS ARE PROVIDED "AS-IS" WITHOUT WARRANTY OF 
ANY KIND INCLUDING ANY WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, 
TITLE, QUIET ENJOYMENT, ACCURACY AND NONINFRINGEMENT. ITS SHALL HAVE NO LIABILITY OR 
RESPONSIBILITY FOR DAMAGES OF ANY KIND, HOWEVER CAUSED AND BASED ON ANY THEORY OF 
LIABILITY, INCLUDING SPECIAL, INDIRECT, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF 
OR RESULTING FROM ANY PROGRAMS, SERVICES OR MATERIALS LICENSED OR MADE AVAILABLE 
HEREUNDER OR YOUR USE OR MODIFICATION THEREOF. THIS LIMITATION SHALL APPLY EVEN IF ITS 
HAS BEEN NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. IN NO EVENT MAY ANY ACTION BE 
BROUGHT AGAINST ITS ARISING OUT OF THIS AGREEMENT MORE THAN ONE (1) YEAR AFTER THE CLAIM 
OR CAUSE OF ACTION ARISES, DETERMINED WITHOUT REGARD TO WHEN YOU SHALL HAVE LEARNED 
OF THE DEFECT, INJURY OR LOSS. THE ENTIRE AND AGGREGATE LIABILITY OF ITS AND YOUR 
EXCLUSIVE REMEDY SHALL BE, IN ITS' SOLE DISCRETION, TO CORRECT ERRORS, OR TO REFUND THE 
ANNUAL LICENSE FEE PAID BY YOU FOR THE CURRENT TERM AND TERMINATE THIS AGREEMENT. ITS' 
SHALL NOT IN ANY EVENT BE LIABLE FOR MORE THAN THE ANNUAL LICENSE FEE PAID BY YOU TO ITS 
FOR THE CURRENT TERM (WHETHER SUCH LIABILITY ARISES FROM BREACH OF WARRANTY, BREACH 
OF THIS AGREEMENT OR OTHERWISE, AND WHETHER IN CONTRACT OR IN TORT, INCLUDING 
NEGLIGENCE AND STRICT LIABILITY). 
  
 7. You are an independent contractor and are not an agent or employee of ITS and you have no authority whatsoever to 
bind ITS by contract or otherwise. You are responsible for obtaining and maintaining all licenses, permits and approvals required 
under applicable law to operate your business and the Programs. If you lose your license to operate as a tax preparation business 
under any state, local or federal statutes or regulation, you must immediately cease using the Materials and this Agreement will 
terminate.  You may not assign this Agreement, by operation of law or otherwise, without the prior written consent of ITS. The 
parties to this Agreement hereby submit to the jurisdiction of the Federal and state courts located in Richmond, Virginia, in any 
action or proceeding arising out of, or relating to, this Agreement; and the parties waive all objections based on venue or forum non 
conveniens with respect to such courts. The parties agree that (a) all claims in respect to such action or proceeding may be heard and 
determined only in such courts and they agree not to commence any legal or equitable proceeding in any other court and (b) any 
arbitration or mediation arising out of, or relating to, this agreement shall take place in Richmond, Virginia. The validity, 
construction, and performance of this Agreement shall be governed by the laws of the Commonwealth of Virginia (excluding its 
principles of conflict of laws). This Agreement will not be governed by the United Nations Convention on Contracts for the 
International Sale of Goods, the application of which is expressly excluded. If any provision(s) of this Agreement shall be held to be 
invalid, illegal, or unenforceable by a court or other tribunal of competent jurisdiction, the validity, legality and enforceability of the 
remaining provisions shall not in any way be affected or impaired thereby. No failure or delay by ITS in enforcing any right or 
remedy under this Agreement shall be construed as a waiver of any future or other exercise of such right or remedy by ITS. This 
Agreement constitutes the sole and entire agreement of the parties as to the matter set forth herein and supersedes any previous 
agreements, understandings, and arrangements between the parties relating hereto. This Agreement may only be modified in writing 
and signed by an authorized officer of ITS. 
 
 
Legal Name of Company                                                               

                                               
Type of Legal Entity __________________ Phone                           Email __________________________  
 
Address                         
 
                         
 
Company Owner Signature                                                                                                            Date                              

 
Printed Name of Owner                                                                                                                  Title                  
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LICENSE AGREEMENT FOR TAX PREPARATION TRAINING PROVIDERS 
 
 This License Agreement (the “Agreement”) is entered as of this __ day of _________________, 
2011 (the “Effective Date”) by and between The Income Tax School, Inc., a Virginia corporation located at 
1801 Libbie Ave., Suite 100, Richmond, VA 23226 (“ITS”) and __________________, a 
______________ corporation located at _______________________________ (“Licensee”).  ITS and 
Licensee each may be referred to herein as a “party” and together as the “parties”. 
 
 WHEREAS, ITS has created and owns instructional course materials relating to federal and state 
income tax laws and the preparation of tax returns in compliance with those laws; 
 

WHEREAS, Licensee is in the business of providing tax preparation training courses to 
individuals who are or wish to become tax professionals in [insert state or states]; and 

 
WHEREAS, Licensee wishes to license from ITS, and ITS wishes to provide to Licensee, the right 

to use certain ITS course materials for the sole purpose of including the ITS course materials as part of 
Licensee’s tax course curriculum and distributing the ITS Materials to Authorized Users (as defined 
below).  

 
NOW THEREFORE, in consideration for the premises and covenants set forth in this Agreement 

and other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, 
the parties agree as follows: 
 
1. Definitions. 
 

1.1. “ITS Content” means those tax course materials created by ITS, including all course books, 
DVDs, CDs, e-learning user IDs and the content and information, graphics, designs and data 
contained therein or accessible therefrom, and all updates, revisions, supplements and 
modifications thereto, as further described in the Order Form attached as Exhibit A to this 
Agreement (which may be amended from time to time upon written agreement of the parties). 

 
1.2. “Tax Instruction Purposes” means the sale and distribution of the ITS Content to Authorized 

Users as part of Licensee’s tax preparation and/or federal or state certification courses to 
individuals who are or wish to become tax professionals.   

 
1.3. “Authorized Users” means those individuals who register as students for one or more of 

Licensee’s tax preparation courses.  For avoidance of doubt, Authorized Users must be individual 
people and may not be corporations, partnerships or other entities. 

 
1.4. “Licensed Use” means the use by Licensee of the ITS Content for Tax Instruction Purposes. 
 
1.5. “Licensee Materials” means the content, information and course material developed or created 

by or on behalf of Licensee as part of Licensee’s tax preparation educational activities. 
 
1.6. “ITS Marks” means “The Income Tax School” and other trademarks, tradenames, service marks, 

URLs or logos used by ITS to designate the origin of its products and services.  
 

2. License Grant. 
 

2.1. License to Use the ITS Content. ITS hereby grants to Licensee a limited, revocable, non-
transferable, non-sublicenseable license, during the Term, to use the ITS Content for Tax 
Instruction Purposes and, in the course of such use, to sell and distribute the ITS Content to 
Authorized Users. 

 
2.2. Restrictions.  Licensee shall not in any way modify, alter, edit, reformat, add to or remove any 

text from the ITS Content without the prior written approval of ITS.  At all times, Licensee shall 
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ensure that the ITS Content bears all copyright notices and trademark and service mark 
designations included in the ITS Content or otherwise supplied by ITS.  Licensee shall not 
remove or modify such copyright notices or trademark or service mark designations from the ITS 
Content, nor shall Licensee co-brand or otherwise include any third party marks (with the 
exception of the Licensee Marks) on or adjacent to the ITS Content.  At all times, ITS shall be 
identified as the source of the ITS Content.  Licensee shall not publish, deliver, distribute, sell, 
download or otherwise make use of the ITS Content for any purposes other than Tax Instruction 
Purposes conducted within the licensed territory as identified in Exhibit A.  Licensee is not 
permitted to reproduce or copy the ITS Content or any portions thereof without the prior written 
consent of ITS. 

   
2.3. Trademarks.  During the Term of this Agreement, ITS grants to Licensee a non-exclusive, 

revocable, non-transferable, royalty free right and license to use the ITS Marks within the ITS 
Content and, on Licensee’s marketing materials solely to designate the origin of the ITS Content 
(e.g., “curriculum supplied by The Income Tax School, Inc.”).  Licensee will use the ITS Marks 
only in the form, style and type provided by ITS, and Licensee will include with the ITS Marks 
such copyright, trademark or other notices as may be requested by ITS.  Licensee acknowledges 
that, except for the licenses expressly granted in this Agreement, Licensee shall not acquire any 
right, interest or title to the ITS Content, the ITS Marks or any other information or property of 
ITS.  Licensee further acknowledges that all goodwill arising out of the use by Licensee of the 
ITS Marks will inure to the sole benefit of ITS.  Licensee agrees not to register with any domestic 
or foreign governmental or quasi-governmental authority any marks or names which would be 
likely to cause confusion with any of the ITS Marks.   Licensee agrees not to commit any act that 
would cause any of the ITS Content or the ITS Marks to vest in the public domain.  Further, 
Licensee agrees not to use any trademark on or in connection with the ITS Content and agrees not 
to take any actions or make or publish any statements that state, imply or create the impression 
that ITS is affiliated with or endorses Licensee. 

 
3. Updates.  ITS shall supply Licensee with updates to clarify or correct the ITS Content, the substance 

and timing of which shall be determined by ITS, in its sole discretion.  Licensee shall promptly 
supplement or replace the ITS Content, as instructed by ITS, with the updates and/or corrections 
supplied by ITS. 

 
4. Licensee Obligations. 
 

4.1. Delivery.  Licensee shall be solely responsible for the costs and expenses it incurs in distributing 
the ITS Content to Authorized Users and otherwise using the ITS Content, in each case, as 
permitted in this Agreement.   

 
4.2. Qualification.  Licensee shall be solely responsible for (i) obtaining and maintaining, at all times 

during the Term of this Agreement, all necessary licenses and authorization from any state or 
federal authorities to act as a tax preparation course provider using the ITS Content; (ii) providing 
technical and substantive support to Authorized Users who are taking courses that are comprised 
of or include the ITS Content; and (iii) authorizing those individuals who complete the ITS 
Content coursework (and pass any associated tests) to obtain the licenses or certifications from 
the applicable authority.  If ITS receives complaints by Authorized Users or other 
communications indicating that Licensee is not providing accessible, high quality support to 
Authorized, Users, ITS will notify Licensee of such information.  If Licensee does not correct the 
issues to ITS’ reasonable satisfaction, ITS will have the right to terminate this Agreement and 
revoke its License. 

 
4.3. Protection of Content.  In addition to including all copyright notices and other proprietary notices 

provided or required by ITS in the ITS Content, Licensee shall utilize all reasonable and adequate 
security measures to prevent the loss, theft, destruction or unauthorized exploitation of the ITS 
Content delivered to Licensee, and Licensee shall report to ITS any such loss, theft, destruction or 
unauthorized exploitation immediately upon gaining knowledge thereof.  Further, Licensee shall 
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require every individual that purchases or otherwise is granted access to the ITS Content through 
Licensee to agree (i) not to copy, redistribute, sell or otherwise make use of the ITS Content for 
any purpose other than to take the applicable instructional course; and (ii) that the ITS Content is 
provided to the individual for the individual’s own personal use.   

 
5. License Fees, Product Pricing and Payment Terms.   
 

5.1. License Fee.  Licensee will pay ITS the annual License Fee fees for the right to resell the ITS 
Content as set forth in the attached Order Form.  The rights and licenses granted herein are 
conditioned upon ITS’ receipt of full payment from Licensee.  Licensee shall be responsible for 
paying any taxes associated with the license of the ITS Content, except for those taxes based on 
ITS’ income. 

 
5.2. Sales of E-Learning IDs and Materials.  ITS will sell to Licensee certain e-learning user IDs, 

DVDs, books and other materials containing the ITS Content at the wholesale prices listed in the 
applicable Order Form.  ITS’ suggested retail price at which Licensee should sell such materials 
to Authorized Users is three time (3x) the applicable wholesale price.  Licensee understands and 
agrees that in order to maximize sales of the user IDs and course materials containing Licensed 
Content and to maintain the goodwill and reputation for quality of ITS and the Licensed Content, 
it is critical  ITS provide high quality support for Authorized Users and invest in an appropriate 
marketing and advertising strategy.  The suggested retail price is designed to ensure that Licensee 
is in a position to provide the necessary marketing, advertising and Authorized User support.  

 
6. Ownership.  Licensee acknowledges and agrees that ITS owns and retains any and all rights existing 

from time to time in any jurisdiction under copyright law, patent law, moral rights law, trade secret 
law, confidential information law, trademark law unfair competition law and other similar rights 
(“Proprietary Rights”) in and to the ITS Content and the ITS Marks, and any copies, modifications, 
adaptations, derivative works and enhancements thereof by whomever produced (collectively, “ITS 
IP”).  Licensee does not acquire any rights, express or implied, in the ITS IP other than those expressly 
granted in this Agreement, and hereby waives any claim that it may have to title and ownership of any 
Proprietary Rights in and to the ITS IP. 

 
7. Term and Termination. 
 

7.1. Term.  The initial term shall expire on March 1 of the year next following the year in which the 
Effective Date falls. Unless earlier terminated in accordance with the terms hereof, this 
Agreement shall automatically renew for additional terms of twelve (12) months upon expiration 
on the then current term subject to advance payment of the then current annual renewal fee as set 
forth on ITS' Web sites at www.theincometaxschool.com prior to renewal. This Agreement shall 
terminate at the end of the then current term in the event either of the parties notifies the other of 
non-renewal at least thirty (30) days prior to the end of the then current term or if the annual 
renewal fee is not paid prior to renewal. ITS may terminate this Agreement at any time in the 
event Licensee breaches any of the terms hereof. 

 
7.2. Effect of Termination.  Upon the termination of this Agreement (i) Licensee will cease all use of 

the ITS Content and the ITS Marks; (ii) Licensee will, at ITS’ option, either return to ITS or 
destroy all copies of the ITS Content (including any updates, corrections or other materials 
supplied to Licensee by ITS under this Agreement) and all copies of the ITS Marks and will 
provide a certification to ITS from an officer of Licensee confirming such return or destruction; 
and (iii) any rights and licenses granted herein shall cease, except as provided below.  Except 
with respect to any outstanding payment on the part of Licensee, those provisions that survive the 
termination of this Agreement as set forth in the Survival provision below and any liabilities 
incurred by either party during the term of the Agreement, neither party shall have any further 
obligation or liability to the other under this Agreement.  

 
8. Warranties, Disclaimer, Limitation of Liability. 
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8.1. Representations and Warranties.    Each party hereby represents and warrants that (i) it is a 

corporation duly organized and validly existing and in good standing under the laws of the state 
in which it is organized; (ii) it has the full power and authority to enter into this Agreement and to 
perform its obligations hereunder; and (iii) it has obtained all permits, licenses and other 
governmental authorizations and approvals required for its performance under this Agreement. 

 
8.2. Disclaimers.  ITS LICENSES AND PROVIDES THE ITS CONTENT AND ALL OTHER 

GOODS AND SERVICES SUBJECT TO THIS AGREEMENT ON AN “AS IS” BASIS.  ITS 
MAKES NO WARRANTIES WITH RESPECT TO THE ITS CONTENT OR OTHER ITS 
GOODS AND SERVICES, AND ITS DISCLAIMS ALL IMPLIED WARRANTIES, 
INCLUDING WITHOUT LIMITATION, IMPLIED WARRANTIES OF 
NONINFRINGEMENT, NONINTERFERENCE, ACCURACY, MERCHANTABILITY AND 
FITNESS FOR A PARTICULAR PURPOSE. 

 
8.3. Limitation of Liability.  IN NO EVENT SHALL ITS HAVE LIABILITY TO LICENSEE OR 

ANY THIRD PARTY UNDER ANY THEORY FOR INDIRECT, INCIDENTAL, PUNITIVE, 
EXEMPLARY, SPECIAL OR CONSEQUENTIAL DAMAGES INCLUDING WITHOUT 
LIMITATION, DAMAGES FOR LOST PROFITS, LOST DATA OR LOST OPPORTUNITY.  
IN NO EVENT SHALL ITS’ MONETARY LIABILITY TO LICENSEE OR ANY OTHER 
PARTY EXCEED THE ANNUAL LICENSE FEE PAID BY LICENSEE DURING THE 
THEN-CURRENT TERM OF THE AGREEMENT.  NO ACTION MAY BE BROUGHT BY 
LICENSEE AGAINST ITS MORE THAN ONE (1) YEAR AFTER THE CLAIM OR CAUSE 
OF ACTION ARISES, DETERMINED WITHOUT REGARD TO WHEN LICENSEE SHALL 
HAVE LEARNED OF THE DEFECT, INJURY OR LOSS.  LICENSEE’S EXCLUSIVE 
REMEDY AND ITS’ SOLE LIABILITY SHALL BE, IN ITS’ SOLE DISCRETION, TO 
CORRECT ERRORS OR TO REFUND THE APPLICABLE ANNUAL LICENSE FEE AND 
TERMINATE THE AGREEMENT. 

 
9. Indemnification.  Licensee hereby agrees to indemnify, defend and hold ITS harmless from and 

against any and all third party claims, suits, liabilities, losses, damages, penalties, costs and expenses 
(including reasonable attorneys’ fees) which may be suffered by or obtained against ITS arising out of 
(i) any unauthorized use by Licensee of the ITS Content, the ITS Marks or any other ITS IP or any 
other act or omission by Licensee constituting a breach of any material term or condition of this 
Agreement; (ii) any claims or representations made by Licensee regarding the ITS Content in Licensee 
marketing, advertising, sales or promotional materials; (iii) any dispute between Licensee and any 
Authorized Users or any other individuals to which Licensee has provide or made available the ITS 
Content; and (iv) any investigation, claim, suit, proceeding or other action by any state, federal or local 
governmental or quasi-governmental entity. 
 

10. General Provisions.  This Agreement sets forth the entire agreement between the parties with respect 
to the subject matter of this Agreement, and supersedes all prior understandings and communications 
relating thereto.  This Agreement may not be modified or amended except pursuant to a written 
instrument signed by both parties.  The waiver by either party of a breach of any provision hereof shall 
not be construed as a waiver of any succeeding breach of the same or any other provision, nor shall any 
delay or omission on the part of such party to avail itself of any right, power or privilege that it has or 
may have hereunder operate as a waiver of any right, power or privilege.  This Agreement shall be 
binding upon the parties and their respective successors and assigns.  Licensee may not assign this 
Agreement or any of its rights hereunder without the prior written consent of ITS.  This Agreement 
shall be governed by, and construed in accordance with, the internal laws of the Commonwealth of 
Virginia, without regard to its choice of law rules.  All disputes under this Agreement shall be resolved 
by the State or Federal courts located within in Richmond, Virginia, and each party consents to the 
exclusive jurisdiction of such courts and hereby waives any jurisdictional or venue defenses otherwise 
available to it.  In the event that any provision of this Agreement shall be held invalid or unenforceable 
by a court of competent jurisdiction, to such extent such provision shall be deemed null and void and 
severed from this Agreement, and the remainder of this Agreement shall remain in full force and 
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effect.  The relationship between Licensee and ITS is that of independent contractors and neither party 
shall be or represent itself to be an agent, employee, partner or joint venture of the other, nor shall 
either party have or represent itself to have any power or authority to act for, bind or commit the other.  
Those provisions that contain obligations that, by their nature, are intended to be performed after the 
termination or expiration of this Agreement including, without limitation, those provisions relating to 
ownership, indemnification, limitation of liability, and governing law, shall survive termination of this 
Agreement.  This Agreement may be executed in one or more counterparts, including facsimiles, each 
of which will be deemed to be a duplicate original, but all of which, taken together, will be deemed to 
constitute a single instrument.  All notices under this Agreement must be in writing and shall be 
deemed effectively given: (i) upon delivery, when delivered personally; (ii) upon delivery when sent 
by certified mail, postage prepaid and return receipt requested; (iii) upon transmission, when 
transmitted by facsimile or other electronic transmission method, provided that receipt is confirmed 
and a copy of the notice is sent by certified mail, postage prepaid and return receipt requested; or (iv) 
upon delivery, when sent by nationally recognized overnight delivery service.  Any such notice shall 
be sent to the party to whom notice is intended to be given at the address first listed above.    

 
IN WITNESS WHEREOF, the parties, intending to be bound, have caused this Agreement to be executed 
as of the date first written above. 
 
 
THE INCOME TAX SCHOOL, INC.  [LICENSEE] 
 
 
By:____________________________  By:___________________________ 
 
Name:__________________________  Name:________________________ 
 
Title:___________________________  Title:_________________________ 
 
Date:___________________________  Date:_________________________ 
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EXHIBIT A 
 

ORDER FORM 



Business Name: _____________________________________________Contact Person: ___________________________Date: ____________________

Address: ___________________________________________________ City: _____________________________ State: _____ Zip: ___________

Phone: _______________________________ Fax: __________________________ E-mail: _____________________________________________

SCHOOL STARTER KITS - Includes all Instructor and Students Manuals Quantity Unit Price Ext. Price

Operator's Kit - (required with initial order) New Licensee - Includes Annual License,
         Operator's manual, Toll-Free Telephone Support  (no discount on N/R license fee) $299.00
Renewal - Prior licensee *Kits do not include transparencies $119.00

Kit Size with 
Instructor Materials Books Online Books Online Books Online

3 Student Kit $399.00
5 Student Kit $599.00

10 Student Kit $999.00
**CA Course $39.00
Kit Size with Note for CA and OR Supplements

Instructor Materials Books Online
3 Student Kit $349.00
5 Student Kit $499.00

10 Student Kit $799.00
MARKETING Marketing Kit - Includes items 1-4 listed below (excludes Tri-fold brochure) $99.00

Materials 50 Small Tri-fold Brochures $30.00
1.  50 Student Brochures (color/ $60.00
2.  50 Inquiry & Follow-up Cards $5.00
3.  One 36" x 48" Window Banner (2 for $45) $30.00
4.  One 18" x 24" Window/Office  Poster (2 for $30) $20.00

Books Small Business I or II

2011 TTS ORDER FORM

Comprehensive Advanced  I  or  II Small Business I or II

Basic/Comp Pt. I

ADDITIONAL SCHOOL MATERIALS - After Purchase of a like-kind Starter Kit
Advanced  I  or  II

** CA and OR Supplemental materials
must be purchased per student

and instructor.  The cost is 
$39 per student or instructor manual.

Comprehensive

The Income Tax School, Inc.
1801 Libbie Ave, Suite 100

Richmond, VA  23226
Toll-free  (800) 984-1040

Fax  (877) 787-1040

Instructor Manual $129.00
Transparencies $45.00
Student Manual $119.00
Answer Key CD (PDF) $25.00

Books            Basic

Instructor Manual $99.00
Transparencies $30.00
Student Manual $79.00
Answer Key CD (PDF) $25.00

Books for online

Basic $65.00
Comprehensive $65.00
Advanced I & II $65.00
Small Business I & II $65.00
CA Supplement $15.00
OR Supplement $15.00
Enclose check or complete credit card information below: 1. Operator's Kit/Licensee Fee

Card Number: ____________________________________________________________
Exp. Date: _________________ CVN: ____________ 3. Discount (Limit 1 per order)

Name on Card: ___________________________________________________________4. Discounted Total (Line 2 less 3)

Billing Address: __________________________________________________________5. VA Residents Only (Line 4 x 5%)

Card Signature: ___________________________________________________________6. Shipping/Handling (line 2 x 12%)

(excludes Operator's Kit price)

7. Total (add lines 4, 5, and 6)
IMPORTANT:  Orders ship once signed license agreement is received (see reverse side).  $35 Returned Check Fee.  Returns must be received 
within 15 days from date you received materials for a refund.     
(Acct. Dept. Use Only) BATCH#: ____________  INV#:____________ APPROVAL#:___________ EMP:________

Signature:

2. Total Cost of Products 

 Notes




