Preparing a Business Tax Return
Before You Get Started
· Assign yourself the project in Workflow and make sure the role you will be handling is up to date.
· Review any notes added to the project in Workflow about where to get information for preparation.
· Additionally, inquire with the in charge about where information can be found, time budget for the project, expectations, etc. 
· Check basic information like if the mailing address is up to date or if any partner ownership has changed.
Engagement
· Make sure the previous year’s binder has not already been rolled, roll if necessary. If there is no binder, follow instructions below.
Creating a Binder
a) Find client in the "business perm file.”
b) Double click any file to synchronize to "local file room" (This is key)
c) Once in the local file room, highlight client and select "New Binder Wizard" right above (Binder with wand).
d) Make sure client is highlighted, then click next.
e) Locate the local file room to synchronize to which should be “2023 Business.”
f) Select source for binder which can be a template of any other client binder that you think the layout would be cleanest and most useful. 
g) Give all HHM employees binder access by clicking the right arrow when asked about binder properties. 
h) Name the binder “202X Tax” or something else appropriate for the project, SALY. 
i) Finish and sync back into the 202X Business file room before checking out again to begin prep. Make sure to sync to the tax year that you are working on. 
Rolling a Binder
a) Find the client’s prior year tax binder in the 202X Business file room. 
b) Right click on the binder to be rolled. 
c) Follow the steps given in the “roll forward wizard” including updating information to the current tax year, updating the name, and giving new staff access.
d) Synchronize into the new 202X Business file room (current tax year). 
e) Check back out to continue prep. 

· If there is no provided by client financial statements (PBC General Ledger, PBC Trial Balance, PBC Profit and Loss, and PBC Balance Sheet), you must request information first. If you already have PBC financials, import the Trial Balance and then make a request list. 

Importing a Trial Balance

· Once you are in the binder, make sure the PBC Trial Balance and the Trial Balance Database are both checked out to you. 
· Go into the PBC Trial Balance, if it is a PDF you will need to export to an excel spreadsheet (possibly use Trullion). If it is an excel spreadsheet, open a new sheet in the workbook and title it “Import.” Do not alter the PBC information but copy it to the second sheet. 
· Copy the three columns on your import spreadsheet. 
· Open your checked out TB Database, Add-Ins group, and click Paste TB Import.
· Make sure the selected Trial Balance is correct. Click the V in the third column of the Chart of Accounts pop-up window and select unadjusted, current. Make sure the append option is selected and that there is no indication of duplicated accounts. 
· Confirm that you want to continue in the popup windows. 
· Save the TB. 

IF THERE ARE MISSING ACCOUNT NUMBERS:
1) Do not change existing account numbers. If the accounts already have numbers, this is great.
2) Generally, accounts with a $0 balance do not have to be imported. You can remove them from the import. 
3) Some reasons that account numbers may be missing are that the QuickBooks report wasn’t printed with numbers, the client doesn’t use sophisticated accounting software, or they made new accounts without numbering them, etc. 
4) Make sure the same accounts from last year have the same account number from this year to prevent having to regroup duplicate accounts. Cross reference with last year’s trial balance to make sure that existing accounts have the same account number as last year. 
5) Finally, if there are still accounts without numbers - format the information into the format below:

	Account Number
	Account Name
	Normal Balance

	1000
	Assets
	+

	2000
	Liabilities
	-

	3000
	Equity
	-

	4000
	Sales/Revenue
	-

	5000
	Cost of Goods Sold
	+

	6000
	Expenses
	+



6) The chart above is an example only. Client’s may use a different numbering convention. There is no hard rule for numbering accounts, but depending on the size of the entity, you can use the 1000-6000 key above. No two accounts can have the same number!

After the TB is imported, you need to request all the work papers that were requested in the prior year. Before sending a request list, check the s: drive for current year information and check the client in Suralink for current year’s requested information. If there is information in Suralink, save it to the s: drive under the business entity’s folder. Then, put all information in the engagement binder as well.
If after checking in all these places for information you are still missing documents, start an email to send to the tax in charge (NOT THE CLIENT!) and kindly request all the documents that were used in last year’s engagement binder. Wait to send this list until you have worked as far through the project as possible. 
Example of Request List Email:
Subject: Request List for XYZ LLC (#clientID)
Good morning Joe, 
I am starting to prepare the return for XYZ, LLC. Is there any new information about the company this year that I need to know? After reviewing last year’s binder, I would like to request the following:
i. Please send the 2023 W-3.
ii. Please send the EOY SBA loan statement.
iii. Please send the EOY credit card statement for the account ending #1234. 
iv. Did they have any additions or disposals to their existing fixed assets during 2023.
This should get me started, and I will reach out again shortly if I need anything else. 
Thank you, 

Understanding the Business Engagement Binder
I General File
0 – Notes
This is where you will find the Entity Memo as well as the Preparer and Reviewer Note template to clear review notes after the return is completed. You can also leave a note for the reviewer if the return is pending an item during review. 
00 – Financial Statements
20 – Trial Balance
Here you should have the TB Database where you make your import, and you should also have other groupings of the same TB to help with preparation. 
The Working Trial Balance should already be here. But if you need to generate it, follow the instructions below:
Generating the Working Trial Balance
a. Open the TB Database and click the Engagement tab.
b. Click create trial balance reports.
c. Choose financial statements grouping and include “current and future.”
d. Select “detail” from the report types and rename the file “Working Trial Balance.”
e. The tab location should be twenty and the workpaper index 20.01.
f. Go to the setting tab and click all the boxes. 
g. Go to the Format Columns tab and on the right side the columns should be in the order of PP-Final, UNADJ, AJE, FINAL, FTAX.
h. Click OK to finish. 
30 – Journal Entries
Here you should find the Adjusting Journal Entries Report (AJE) and the Federal Tax Journal Entries Report (FTJE). AJEs are used to clean up the PBC books, correct errors, reclass items, adjust client depreciation to our system, etc. FTJEs are used to account for M-1 items that are differences between book and tax income.
The reports should already be here. But if you need to generate it, follow the instructions below:
Generating the Journal Entry Reports
a) Open the TB Database and click the Engagement tab.
b) Click create Journal Entry Reports.
c) Tab location is 30 and the workpaper index is 30.01. Name the workpaper AJE Report.
d) Select “Adjusting Journal Entry” from journal entry types. 
e) Click OK. (Repeat the same steps for FTJE, just changing the workpaper index and report type.)
Book any AJEs and FTJEs that are needed to tie out accounts correctly. A good place to start is last year’s adjustments.
Common Adjusting Entries…depreciation expense, adjusting loan balance, record bad debt expense, rolling equity, personal activity to distributions or guaranteed payments, state tax accruals.
Common Federal Tax Adjusting Entries…book to tax depreciation, book to tax gain/loss, accrual to cash conversion, nondeductible meals, life insurance, dues, etc.
*Federal Tax journal entries are sometimes in the seventies section*
50 – Documentation Review (not used for a standard tax only Engagement)
	51 – Client Representation (not used for a standard tax only Engagement)
	52 – Related Party Information 
	This is where you may put information on intercompany accounts/consolidation.
60 – PBC EOY Financial Statement
This is where you will always put the PBC Trial balance, Balance Sheet, General Ledger, and Profit and Loss Statement.
70 – Income Tax Workpapers
	71 – Tax Reconciliation
71.01 Taxable Income – TN Partnership Workpaper
This is a very important workpaper that tracks M-1 items to reconcile book to tax income. This workpaper is also used to account for and accrue state taxes. It is important not to pass on differences in Book to Tax income. The book income and the tax income at the bottom of the Tax Line Recon workpaper must match within rounding error to the taxable income on the 71.01 workpaper. 
71.10 Tax Line Reconciliation
This is a type of trial balance report that helps to track differences in Book to Tax income. It also is used to line by line enter information into the return or help to make sure your import was correct.
The reports should already be here. But if you need to generate it, follow the instructions below:
Generating the Tax Line Reconciliation
a. Open the TB Database and click the Engagement tab.
b. Click create trial balance reports.
c. Choose Partnership ProSystem’s grouping (or other applicable entity type grouping) and include “current and future.”
d. Select “detail” from the report types and rename the file “Tax Line Reconciliation.”
e. The tab location should be seventy and the workpaper index 71.01.
f. Go to the setting tab and click all the boxes. 
g. Go to the Format Columns tab and on the right side the columns should be in the order of PP-Final, UNADJ, AJE, FINAL, FTJE, and FTAX.
h. Click OK to finish. 
	72 – Fixed Assets CS Reports
Pull the reports below from the Fixed Assets CS Software after the Fixed Assets are confirmed to be correctly entered and finalized. Most of these reports will be applicable to all Engagements but look at the reports that were printed last year because you might not need them all.
Print Fixed Assets reports to the seventy-two section of the binder, and make sure everything looks correct. There are some entries from these forms that need to be made in the tax software.
a) Tax Asset Detail
b) Tax Current Year Additions and/or Disposals
c) Tax Qualified Property Report
d) Book Asset Detail
e) Book Current Year Additions and/or Disposals
f) State Asset Detail
g) State Current Year Additions and/or Disposals
h) Comparative – Tax vs. Book
i) Comparative – Tax vs. AMT
j) Comparative – Tax vs. State
k) Forms 4562
l) Forms 4797
	73 – Shareholder Basis
If the shareholder basis is tracked for the entity, the spreadsheet will be here. Update after the return is finished. 
	76 – Other Tax Information
This is the place to drop any other PBC tax information. Some typical requests include: the W-3, life insurance premiums paid, officer wages, non-deductible expense information, Change in Reserves calculations, liability allocations, state allocations, etc. 
Every FTJE made for the tax return should be supported by documentation from the Fixed Asset reports, calculations on the 7.1 WP, and documentation in this section. 
	77 – IRS Elections
	78 – Extensions
Extensions can be filed for businesses or individuals. Tax due should still be paid in the spring, so an estimated extension payment is calculated and paid with the extension. Business extensions extend the due date to September 15th. Individual extensions extend the due date to October 15th. 
80 – Personal Property Tax
	81 – PPT Workpapers
II Substantive Workpapers
Place all substantive workpapers in their respective places and name them with the corresponding account number on the Working Trial Balance. Make notes on the Substantive Workpapers explain how each working paper ties out to the trial balance. Request help or information if things do not tie to the financial statements. Start by prepping the equity roll first!
A Cash
· Bank statements and cash reconciliation.
B Accounts Receivable
· AR ageing details
· Support for other receivables
D Inventory
· Inventory detail
· Note for Dealerships: There may be other calculations that need to be included here such as the LIFO Calculation Report and UCWD.
E Prepaids and Other Assets
· Support for any other assets, prepaid expenses, goodwill, etc.
F Investments
· Investment in subsidiary reconciliation or K-1s from other entities
G Property
Print the Book Asset Detail as G.01 as soon as the Fixed Assets listings are updated.
If the PPT has already been done, the odds are higher that the Fixed Assets list is up to date, but this is not guaranteed. You need to check the general ledger to see if there have been any additions or disposals, and if lines are unclear, you can ask the client for more details.
If there have been additions or disposals, you will need information about what the asset is to know the life and tax method. 
I Accounts Payable and Other Liabilities
· AP aging detail or report
· Current liabilities and other payables
K Notes Payable and Long-Term Debt
· Yearend loan statements for long term notes or mortgages
· Amortization schedules
· Floorplan statements and reconciliations
L Equity
L.01 is the equity roll forward workpaper, and it is where you should start when prepping a return. Start by calculating prior year equity + prior year net income = current year equity. There is often an issue where this does not tie.
If we prepare a return and we do not have a full GL, we will need to request an equity detail. 
Things to check if equity does not roll:
a) Did the client post the AJE’s from last year? Repost all the PY AJE’s and every account that hits the income statement needs to hit retained earnings instead. 
b) Are there BOY account differences on the general ledger?
c) Have you taken into consideration contributions and/or distributions? They may have incorrectly classed them on the balance sheet.
M Income Statement
1. Take a few minutes to look over the trial balance and compare prior year trial balance vs. current year. Ask yourself…Are there any major changes/differences? If yes, why? If no, does it make sense compared to prior year’s information?
2. Tie out the balance sheet using references to the substantive workpapers (see above) and provide workpaper reference in the working trial balance.


Linking to the Business Tax Software
First, update the Tax Grouping Wizard on the Engagement home screen.
Tools > Tax Grouping Update Wizard > Select correct binder > Update to [YEAR]
a. Have the binder you are about the import checked out.
b. On the regular Engagement screen, click Tools then Tax Software Interface.
c. On the popup window, change the Tax software dropdown to GL Bridge, and the Tax Year to the year. The client ID is the client ID number of the binder. You can hit browse to change the location where the file will be saved. It does not matter where you save it. (Mine is on the home drive.)
d. Open the tax return for the client and recalculate.
e. Select the Import/Export tab and click GL Bridge immediately below.
f. On that dropdown, the accounting system is ProSystem fx Engagement. Then, you hit select import file and browse to find the file that you saved earlier.
g. Click on that file and make sure that the information that populates matches the correct client information. 
h. Select continue/submit. 
 
Self-Review
Look at last year’s return as a PDF and this year’s return printed as a PDF and compare side by side. There may be differences that are correct but investigate any differences and have a reason for those changes. 
Make sure to address every applicable issue on the Business Self Review Checklist before you send anything to review! 
Sending the Project to Review
Make sure there is an assigned reviewer. If there is not, go to the tax in-charge and ask who they want to review the project. See if there needs to be instructions updated in Workflow. Make sure the return is linked to the route sheet, and the client’s name and email are entered in the Custom Fields section. Confirm the deliverables are updated and accurate. Then, you can send it to review. 
Clearing Review Notes – Tips and Tricks
1) Using the self-review list before sending a project to review prevents many review points. Pay attention to the review points you receive and try to prevent making the same mistakes again. 
2) When review notes are sent back to you, usually the project will be sent back to your Workflow as “review notes sent” and the notes will be left by the reviewer at the top of the Engagement binder. 
3) If the review points are overwhelming, clear everything you can clear and create a list of requests and questions. Highlight the notes you need to ask questions on. 
4) In your review point responses, be respectful and make sure to leave detailed notes on the changes you made. 
5) Discuss the review points you have questions about with the in-charge or another staff member who can help you clear them.
6) After all notes have been addressed, send a list of pending questions to the in-charge to be forwarded to the client. 


