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INTRODUCTION: WHY STARTING A TAX SERVICE
BUSINESS IS A SMART MOVE

Every  year,  millions  of  individuals  and  businesses  need  help
navigating  the  complex  world  of  tax  compliance.  From  W-2
employees  to  self-employed  freelancers  and  small  business
owners,  the  demand for  professional  tax  preparation  services
remains consistently high. If you have a knack for numbers, an
eye for detail, and a desire to run your own business, learning
how to  start  a  tax  service  business  can be a  rewarding and
profitable  venture.  Unlike  many  seasonal  businesses,  a  tax
service  can  expand  into  year-round  offerings  such  as
bookkeeping, payroll, and financial consulting. But getting started
requires more than just a calculator and a filing cabinet. You need
a solid plan, the right credentials, and a clear understanding of
the market. This guide will walk you through every essential step,
from  licensing  and  education  to  marketing  and  client
management,  so  you  can  launch  with  confidence.

UNDERSTANDING THE TAX SERVICE INDUSTRY

LANDSCAPE

Before diving into operations,  it’s  crucial  to grasp the current
state of the tax preparation industry. The field is competitive, but
opportunities  abound  for  those  who  specialize  or  serve
underserved  niches.  According  to  the  IRS,  over  half  of  all
individual tax returns are prepared by paid professionals. With
tax laws constantly evolving, many taxpayers prefer to outsource
this task to experts. As you consider how to start a tax service
business,  think about your target audience. Will  you focus on
individual  taxpayers,  small  businesses,  or  perhaps real  estate
investors? Each segment has unique needs and pain points. For
instance, small business owners often need year-round support,
not  just  during  tax  season.  Offering  additional  services  like
bookkeeping  or  quarterly  estimated  tax  planning  can  turn  a
seasonal operation into a stable, year-round enterprise.

STEP 1: ACQUIRE THE NECESSARY EDUCATION AND
CREDENTIALS

While there is no single national license required to become a tax
preparer, credibility matters. Clients want to know their taxes are
in capable hands. Here are the most common paths to building
your expertise:

https://template-dev.mobaptist.org/
https://template-dev.mobaptist.org/


2

2 How To Start A Tax Service Business 2022-11-26

Tax Preparation Courses
and Certifications
Many  community  colleges,  online  platforms,  and  professional
organizations  offer  courses  in  tax  preparation.  The  IRS  provides
the  Annual  Filing  Season  Program  (AFSP),  which  includes
continuing  education  and  a  voluntary  certification.  Completing
this program allows you to represent clients before the IRS for
certain audits,  adding a layer of trust.  Consider enrolling in a
program  that  covers  federal  and  state  tax  law,  ethics,  and
practical  filing  procedures.  A  certificate  from  a  recognized
provider like the National Association of Tax Professionals (NATP)
or the American Institute of Professional Bookkeepers can also
boost your credibility.

Obtaining a Preparer Tax
Identification Number
(PTIN)
Every paid tax preparer must have a PTIN from the IRS. This is a
simple online application process. Without a PTIN, you cannot
legally prepare federal tax returns for compensation. It is a non-
negotiable  step  when  learning  how  to  start  a  tax  service
business.  Additionally,  if  you  plan  to  represent  clients  in  IRS

audits, you may need to become an Enrolled Agent (EA), Certified
Public Accountant (CPA), or attorney. While not mandatory for
basic preparation, these credentials can set you apart.

STEP 2: CREATE A BUSINESS PLAN TAILORED TO TAX
SERVICES

A well-thought-out business plan is your roadmap. It helps you
define  your  services,  target  market,  pricing,  and  financial
projections.  Your  plan  should  answer  key  questions:  Will  you
operate from a physical  office,  a  home office,  or  remotely?  How
many clients do you need to cover expenses? What software will
you use? A sample business plan template for a tax service might
include  sections  on  executive  summary,  market  analysis,
marketing  strategy,  and  financial  forecasts.  Remember,  your
business plan is a living document—update it as you learn and
grow.

Defining Your Service
Offerings
Beyond standard tax preparation, consider offering audit support,
payroll  services,  bookkeeping,  and tax planning consultations.
This  diversification  not  only  increases  revenue  but  also  builds
deeper client relationships. For example, a client who comes in
for a simple 1040 might later hire you for monthly bookkeeping.
When  you  start  a  tax  service  business,  think  about  what
complementary services can create recurring income throughout
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the year.

STEP 3: CHOOSE YOUR BUSINESS STRUCTURE AND
REGISTER YOUR ENTITY

Legally,  you  need  to  decide  whether  to  operate  as  a  sole
proprietor,  LLC,  S-corp,  or  corporation.  For  most  solo  tax
preparers,  a  Limited  Liability  Company  (LLC)  offers  liability
protection without excessive paperwork. Your business structure
affects  taxes,  personal  liability,  and  your  ability  to  hire
employees.  Register  your  business name with your  state and
apply  for  an  Employer  Identification  Number  (EIN)  from the  IRS.
Also,  check  local  requirements  for  business  licenses,  zoning
permits, and any specific tax preparer registrations. Some states
have their own registration requirements for tax preparers, so
research your state’s laws carefully.

STEP 4: OBTAIN INSURANCE AND SET UP YOUR
OPERATIONS

Professional liability insurance (also called errors and omissions
insurance) is critical for tax preparers. Even a small mistake can
lead to costly penalties or lawsuits.  General liability insurance
protects your office space and equipment.  Additionally,  consider
cybersecurity insurance if you handle client data electronically.
Once  insured,  set  up  your  operational  infrastructure:  secure  file
storage  (both  physical  and  digital),  encrypted  communication
tools, and a reliable computer system. Invest in professional tax
preparation software like Drake,  UltraTax,  or  TaxSlayer.  Many
providers  offer  practice  management  tools  that  include  client

portals,  e-signatures,  and  billing.

STEP 5: MASTER TAX SOFTWARE AND TECHNOLOGY

Efficiency  is  key  in  tax  season.  Learning  your  chosen  software
inside and out will save time and reduce errors. Most tax software
providers  offer  training  and  certification  modules.  Also,
implement a customer relationship management (CRM) system to
track  leads,  appointments,  and  follow-ups.  Tools  like
PracticePanther  or  TaxDome  are  built  specifically  for  tax  and
accounting  professionals.  Embrace  paperless  workflows—scan
documents, use secure client portals, and back up data to the
cloud.  As  you  consider  how  to  start  a  tax  service  business,
remember that technology can be your greatest ally in scaling.

STEP 6: SET YOUR PRICING AND PACKAGES

Pricing can be challenging. You need to cover costs, pay yourself,
and  remain  competitive.  Common  models  include  per-return
pricing, hourly rates, or value-based fees. Research what other
preparers in your area charge.  For  simple returns,  you might
charge $150–$300; for complex business returns, $500 and up.
Offer  different  packages:  a  basic  e-file  package,  a  deluxe  with
audit support, and a premium with year-round tax planning. Be
transparent about fees upfront.  Many clients appreciate flat-rate
pricing because it eliminates surprises.

STEP 7: BUILD YOUR BRAND AND MARKET YOUR TAX
SERVICE

Marketing  is  essential,  especially  in  your  first  few  years.  Start
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with a professional website that clearly explains your services,
credentials, and contact information. Include an online booking
system.  Optimize  your  site  for  local  SEO:  claim your  Google
Business Profile, get listed in local directories, and collect positive
reviews.  Content  marketing  is  powerful  for  tax  professionals.
Write blog posts answering common tax questions, create short
videos explaining deductions, or host free webinars. Use social
media platforms like LinkedIn and Facebook to connect with small
business  owners  and  community  groups.  And  don’t
underestimate the power of  referrals.  Offer  a  discount  to  clients
who refer new customers.

Networking with Local
Businesses
Form partnerships with real estate agents, financial advisors, and
small  business  accountants.  These  professionals  often  have
clients  who need tax  services.  Attend chamber  of  commerce
events, join local business associations, and offer free tax tips at
community  centers.  Building  trust  locally  can  be  more  effective
than any online ad.

STEP 8: MANAGE THE TAX SEASON SURGE AND
CLIENT EXPECTATIONS

Tax season, typically from January to April, is intense. You need
systems to handle the volume. Set clear expectations with clients
about turnaround times, communication methods, and required

documents.  Create  a  client  checklist  to  ensure  you  receive
everything needed before starting a return.  Use a scheduling
software to manage appointments. Consider hiring seasonal help
or outsourcing overflow work to a trusted preparer. Remember to
take care of yourself—burnout is common in this industry. Plan
for breaks and maintain reasonable working hours.

STEP 9: STAY COMPLIANT AND CONTINUE YOUR
EDUCATION

Tax laws change frequently. To maintain your credentials and
provide accurate advice, you must stay updated. The IRS requires
continuing  education  for  AFSP  participants,  and  many  states
impose similar requirements. Subscribe to tax updates from the
IRS, join professional organizations, and attend webinars. Being
informed also protects you from liability. For instance, missing a
new  deduction  or  credit  could  harm  your  client  and  your
reputation.  As you learn how to start  a tax service business,
commit to lifelong learning as a core value.

CONCLUSION: YOUR PATH TO A THRIVING TAX
SERVICE BUSINESS

Starting a tax service business is  a step-by-step journey that
blends  technical  knowledge  with  entrepreneurial  grit.  From
obtaining  your  PTIN  and  choosing  a  business  structure  to
marketing  and  managing  client  relationships,  every  phase
requires  intentional  effort.  But  the  rewards  are  significant:
financial  independence,  the  ability  to  help  others,  and  the
flexibility  to  shape  your  work  around  your  life.  By  following  this
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roadmap, you’ll be well-equipped to launch a reputable, client-
centered tax practice. Whether you aim to serve a handful of
loyal  clients  or  build  a  multi-staff  firm,  the  demand  for

trustworthy tax professionals will  only grow. So take the leap,
invest  in  your  education,  and start  your  tax service business
today. Your future clients are already looking for you.


