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Dear Valued Business Tax Client: 
 
I hope you have had a successful and prosperous year.  Tax preparation time is quickly 
approaching, and in order to prepare your return efficiently and accurately, and 
minimize your income taxes, we will need you to organize your business records for the 
year. 
 
Please review the attached business records organizer to help gather the information 
we will need to prepare your return.  Some of the inputs may not apply to your business 
and you can leave them blank.  If you keep your own records on QuickBooks, you do 
not need to complete the “Manual Bookkeeping Tax Information” parts “I” & “IA”.  
Instead, please provide a copy of the computer data file and a printed “Trial Balance” for 
the entire tax year.  Please be sure to reconcile your bank account for each month of 
the tax year prior to forwarding your information to us.  This will provide third party 
(bank) verification of your business financial information (as REQUIRED if audited by 
the IRS).   
 
If you own more than one business, please be sure to complete an organizer for each of 
the businesses.  If you had any changes in ownership of the business (bought, sold, 
added partner/shareholder, etc.) please indicate in the notes on the front page so that 
we can contact you to obtain the additional information needed.  Please be sure to 
sign the organizer cover page where indicated as well. 
 
I hope these forms will be a useful tool to help you gather all the information needed.  If 
you have any questions, please don’t hesitate to call me at 757-375-6900. 
 
Sincerely, 
 

Philip H. Unsworth, EA, MBA, ATA, ABA 
 
IRS Circular 230 Notice 
Any US tax advice included in this written or electronic communication was not intended to be used, and it cannot 
be used by the taxpayer, for the purpose of avoiding any penalties that may be imposed under the Internal Revenue 
Code or the applicable state or local tax laws. 
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Dear client, 
 
With this year’s tax return we want to warn you of new IRS reviews of physical inventories. All indications are 
that beginning with 2007, tax returns will receive substantially increased scrutiny of actual ending inventory 
amounts reflected on your tax returns. Because of this increased exposure to audit, we want to review the 
inventory rules from three perspectives. 
 
IRS Requirements 
The IRS requires any business which maintains inventory (product to resell to customers) to physically count 
the inventory on hand every year. This means that, in the event of an audit, you will be asked to provide 
physical count sheets reflecting actual inventory on hand and the agent may physically tour the facility to 
observe actual inventory on hand. If the IRS examines your return and finds that an actual physical inventory 
was not taken substantial penalties may be assessed.  Many companies video record their physical counts to 
aid in the proof of the inventory claimed. 
 
Management Issues 
Most businesses find that their largest current asset is inventory. Every well run business monitors and records 
inventory because of the need to control the invested amount, respond to competitive pricing issues, and 
adjust to changing market conditions. One of the first signs of financial problems can be a loss of control over 
the amount invested in inventory. So from a management perspective losing sight of the actual inventory 
investment could quickly cause major financial problems. 
  
Disaster Losses 
Most business owners have never been through a disaster such as a fire or flood. In the event of a disaster the 
insurance adjuster will base any inventory payment on the amount of inventory reflected on your most current 
financial statement. If you have been understating inventory you will experience a substantial economic loss in 
the event of a fire, flood or other disaster. 
 
We want to close by re-emphasizing our concern for clients potentially exposed to major IRS adjustments, 
collapsing management controls and inadequate insurance. We therefore strongly recommend that all of our 
clients physically count inventory at or near December 31.  You should retain a copy of your physical count and 
costing sheets. 

 
Sincerely, 
 

Philip H. Unsworth, EA, MBA, ATA, ABA 
 
IRS Circular 230 Notice 
Any US tax advice included in this written or electronic communication was not intended to be used, and it cannot 
be used by the taxpayer, for the purpose of avoiding any penalties that may be imposed under the Internal Revenue 
Code or the applicable state or local tax laws. 
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