Scenarios of Disciplinary Actions
From the Office of Director of
Practice

The following scenari@ are compos-
ites of mattess that haw cone to the
attention of the Office of Director of
Practice The scenari® are intenda to
inform tax practitioners of the types of
activity that may resut in disciplinary
action unde Treasuy Departmen Cir-
cular No. 230 Regulatiors Governing
the Practice of Attorneys Certified Pub-
lic Accountants Enrolled Agents En-
rolled Actuaries and Appraises Before
the Internd Revene Servie (a republi-
cation of 31 CF.R Part 10). Because
disciplinary matters are resolvel on the
bass of their particular facts and cir-
cumstancesthes scenaris do not con-
stitute precedenh in any matte before
the Director.

Commerg concernirg the scenarios
shoul be sen to: Office of Director of
Practice C:AP:P, Internd Revene Se-
vice, 1111 Constitutian Ave, NW, Wash-
ington, DC 20224.

Fale statements. The practitioner
was engage by a physicia to prepare
the physicians individud income tax
return. When the physician deliveral his
records he commentd to the practitio-
ne that he hopel he could take a
substantid deductia for using his car in
his practice The practitione did nat ask
for further substantiatio and on the tax
return submittel to the IRS deducted
various automobik expenses deprecia-
tion, insurance maintenance gas and
oil. When the tax return was audited,
the physician explainal to the IRS audi-
tor that he consideré his car to be used
in his practice becaus he drowe it
betwea his hone and office.

Thereafte, the Director called the
practitiong’s attentian to possibé viola-
tions of Circular 230 lack of due dili-
gene in preparing tax returns in viola-
tion of section 10.22(a) and giving false
information to the Treasuly Department

in violation of sectim 10.51(b) The
practitione asserte that he was entitled
to place goad faith reliance on his
clients information Howeve, the prac-
titioner could not cite any authoritative
exceptio to the genera rule that com-
muting expensge are not deductible.
Consequenyl the Director considered
the practitiona to be in violation of
section 10.51(b).

Contemptuos conduct= The practi-
tione called an IRS reven officer to
discus his clients case The revenue
officer, after listening to the practition-
er's comments stated that the client
could still expet enforcemen action.
Whereuponthe practitiona said, ‘““‘How
abou my comirg down there and jerk-
ing you arourd for a while?’ He added
he “would not mind kicking down the
doa.” The revene officer terminated
the call and notified IRS Inspection
Service Later in the day, the practition-
er called bad to apologize.

The Director contactel the practition-
er with regard to possibé violations of
Circular 230 attemptimg to influene an
IRS employeés official action by use of
a threat a violation of section 10.51(f);
and contemptuos condud¢ consistirg of
abusie language a violation of section
10.51(i) In response the practitioner
offered little in the way of explanation,
stating that he had simpl lost his
tempe.

The Director determine that the
practitiong’s statemers constitutel con-
temptuos condud in violation of sec-
tion 10.51(i) Sine this was the only
sud instan@ involving the practitioner
in mary years of IRS practice and in
view of the quick apology, the Director
determine that a reprimand with a
warning as to future conduct was the
appropriate sanction.

Due Diligence The practitioneg’s em-
ployees complete clients tax returns,
which the practitione reviewal and
signal as the prepare. In completirg a
clients individud income tax return,
ore of the employee acceptd the cli-
ents characterizatiom of severa trips as
busines trips. The employe mac no
further inquiry and did not reques$ sub-
stantiation In fact, no busines purpose
for the trips could be substantiatedThe
practitione revieweal and signal the tax
return.

The Director contacta the practition-
er, stating that the practitiona may have
violated the regulatiors in Circular 230:
lack of due diligenee in preparing tax

returns in violation of section 10.22(a);
and giving false information to the Trea-

sury Departmen in violation of section

10.51(b) The practitiona responde that
it would be unfair to hold him respon-
sible for the actiors of the employee,
who had disregardel the office policy of

obtaining substantiatio for business
trips.

In consideratio of the practitiona’s
office policy, and in the absene of a
history of inaccurak returns the Direc-
tor was satisfial that the practitione had
nat knowingly submittel false informa-
tion. Therefore the Director resolvel in
the practitiong’s favar any question
with regard to a violation of section
10.51(b) Howeve, the practitione, as
the pers;m who signel the tax return,
could nat disclaim responsibiliy for the
tax return's accurag. The Director con-
sidera the practitione to be in violation
of section 10.22(3 for failing to exe-
cise due diligence.

Knowledge of clients mistaken The
client complete the practitiona’s tax
return preparatian questionnaire indicat-
ing that he was separatd from his
spouse In reviewirg the questionnaire,
the practitiong askel the client whether
he was “legally separated. The client
replied that he was The practitioner
preparel the clients Form 104Q listing
the client's filing statws as single.

Later, the practitione learnad that
althouch the client and the clients
spoug had con®e to terns on a separa-
tion agreement the agreemeh had not
been incorporated into a decree of di-
vorce or separaé maintenance The
practitioner, knowirg that the client had
declind to file an amendd tax return in
a prior yea, did nat inform the client of
the mistake.

The Director informed the practitioner
that his condud¢ raised a questio re-
garding violation of section 10.21 of
Circular 230, which requires apractition-
er who knows that his client has not
complied with the Federd revenee laws
or has mack an error in, or omission
from, a tax return or documenhto advise
the client of sudh noncompliancgeerror,
or omission The practitiona’s assump-
tion that the client would nat file an
amendd tax return did not relieve the
practitione of his duty to advie the
client of errors. The practitiona’s con-
dud violated section 10.21 the Director
found.




