Income Tax Preparation Competencies

1. OVERVIEW
a. Understands the California Tax Education Code of Conduct

b. Explains the role of the California Tax Education Council (CTEC) and identifies the benefits of being registered for CTEC

c. Explains VITA and the certification required for VITA participation

d. Applies estimation and calculations skills using whole number math, counting and monetary functions, and use of tax tables

e. Proofreads and edits business correspondence including a client letter
f. Describes how income taxes provide revenue for goods and services that benefit the public

g. Identifies the rights, opportunities, and obligations of citizens to participate in the formulation and enforcement of tax policy

h. Demonstrates understanding of the illegality and consequences of noncompliance

i. Discusses the taxpayer’s responsibility related to filing a tax return

j. Describes the taxpayer’s rights to appeal IRS decisions
2. SCREENING AND INTERVIEWING

a. Explains the objective of screening and interviewing clients
b. Explains the purpose of the intake process

c. Understands the tools available and how they are to be used for the intake process
d. Demonstrates how to conduct a probing interview

e. Explains the next step after the intake process
3. INCOME
a. Distinguishes between gross and net income

b. Discusses the use, importance, and preparations of W-4 and W-2 forms
c. Identifies wages, salaries, and other income, including tips and use of the W-2, 1099, and W-5 forms

d. Distinguishes between types of interest income

e. Distinguishes between dividend income and other corporate distribution
f. Identifies rental income (Schedule E)

g. Identifies other sources of income, including security, retirement benefits, alimony, unemployment, disability income, pensions and annuities, and lump sum distributions
4. FORMS AND FILING STATUS
a. Identifies who must file

b. Identifies filing status

c. Identifies dependents

d. Identifies exemptions, including W-4 completion and determining exemptions

e. Distinguishes between short and long forms

f. Identifies the specific tax return form that is most appropriate for each taxpayer
5. SHORT FORMS
a. Distinguishes between 1040EZ, 1040A, and appropriate uses of each
b. Defines and use relevant concepts and terms in order to fill out Forms 1040EZ and 1040A correctly and appropriately
c. Completes short forms on the computer and electronically

6. LONG FORM (Form 1040)

a. Identifies income items

b. Correctly completes required additional forms for reporting income
i. Schedule B: interest and dividends

ii. Schedule C: business income

iii. Schedule D: capital gains and losses

iv. Schedule E: rental income

v. Schedule F: farming

c. Correctly computes self-employment tax (Schedule SE)

d. Identifies adjustments to income for moving expenses, alimony, disability income exclusion and others

e. Distinguishes between standard and itemized deductions (Schedule A)

i. Standard deductions and limitations on itemized deductions

ii. Medical and dental expenses

iii. Interest paid

iv. Charitable contributions

v. Non-business expenses

vi. Employee business expenses

vii. Employee education expenses

viii. Miscellaneous itemized deductions

ix. Distinguish and correctly compute straight-line method and IRS Macros tables for depreciation, and determine when to use each
f. Identifies various taxes and credits
i. Withholding and estimated taxes

ii. Childcare credit

iii. Credit for the elderly or disabled

iv. Earned income credit

v. Child tax credit

vi. Education credit

vii. Other credits

7. TAX COMPUTATION

a. Understands when to use table and rate schedules

b. Locates and computes correct tax for returns from tables and schedules

8. FILING TAXES
a. Identifies appropriate deadlines for filing

b. Identifies preparer’s responsibilities in preparing documents for filing
c. Distinguishes between hard copy and electronic filing methods
d. Understands the rule for filing extensions and time to file
i. Automatic extension of time to file

ii. Additional extension

iii. Deceased individuals

e. Correctly calculates late filing, payment, and other penalties

f. Explains the types of penalties that can be assessed for tax return preparers
9. AMENDING TAX RETURNS
a. Explains when it is necessary for tax returns to be amended
b. Correctly completes an amended tax form (1040X)

10. CALIFORNIA TAX RETURNS
a. Explains California residency filing requirements

b. Demonstrates ability to complete California tax returns

11. ESSENTIAL EMPLOYABILITY SKILLS/CAREER PREPARATION STANDARDS

a. Demonstrates personal skill development (positive attitude, honesty, self-confidence and time management)

b. Demonstrates effective interpersonal skills (group dynamics, conflict resolution and negotiations)

c. Demonstrates academic skills, critical thinking and problem-solving in the workplace

d. Demonstrates effective communication

e. Demonstrates occupational safety issues and observe all safety rules

f. Demonstrates career awareness and knowledge of pathways

g. Demonstrates ability to adapt to changing technology 

h. Demonstrates ability to prepare for employment (resume, job application, job interview and portfolio development)

