
TRENDS IN 
ACCOUNTING 
The changing face  
of Private Practice



The private accounting practice 
is changing and that is creating 
opportunities for accountants 
who are paying attention. While 
some changes include new tax 
laws and regulations, less 
obvious shifts may play an even 
more pivotal role in shaping the 
business for years to come. 
Hiscox has identified some of 
these trends and how the 
business is evolving in 2016.



Despite paying a small percentage of the tax dollars, 
Millennials have a tax problem. It is not that they owe 
money to the IRS (although that is a possibility), but 
rather that most do not know enough about how to file 
their taxes or where to turn for help. 

Only about a quarter of Millennials seek help with 
tax preparation, compared to 38% of the overall 
population. This is concerning because:

 DMillennials change jobs more and may have more 
than one job at a time. They may also have self-
employment income as part of the ‘gig economy.’ 
All of these situations can create tax quagmires. 

 DMillennials may be under the impression that they 
should be able to do their taxes on their own, 
especially if they do not yet have a mortgage or 
children. Because of their relatively lower income, 
the small amount they pay in taxes and their 
student loan debt, they may feel they do not 
need or cannot afford help with their taxes. 

Their fear of the IRS may cause Millennials to leave 
money on the table, which is especially problematic 
considering their lower income. Millennials could benefit 
from an experienced CPA who would point out deductions 
and credits.

1 in 6 dollars 
earned
in income

1 in 13

dollars 
paid in 
taxes

completed 
tax returns 1 in 3

The Millennial Taxpayer Problem
Millennials (those born between the late 1980s and the early 2000s) account for:

HOW CAN YOU HELP?
 DTaxpayers may deduct up to $2,500 in student loan 
interest without having to itemize deductions. As long as 
they make less than $80,000 a year (or $160,000 if they 
are married fi ling jointly) they may take this deduction.

 DIf a taxpayer is still in college (even taking only one course) 
they may be able to take advantage of the American 
Opportunity Tax Credit or the Lifetime Learning Credit.

$



Changes in the IRS
According to The Center on Budget and Policy Priorities, the IRS will continue to see changes to its scope and capabilities. 
The IRS budget has been cut by 18% since 2010, and more cuts are likely. The impact of these cuts includes:

It is also important to note that these declining resources are paired with an increasing demand for the services the 
agency provides.

D

D
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 There has been a 5% increase in individual tax returns.

 The IRS is instrumental in the implementation of the Affordable Care Act. 

 Resources are required to monitor the Foreign Account Tax Compliance Act.

IS THE IRS SHIFTING FOCUS?
As individual audit rates fall to less than 1%, the IRS has increased 
penalties for the failure to file correct information on returns. It is incumbent 
upon accountants to stay abreast of these changes, not only to avoid the 
traditional claims or lawsuits from their own clients, but also to protect their 
own practices against an IRS investigation. 

20minute
average wait time for 
answered calls 

14%
decrease in the 
workforce, with reduced 
employee training

60%
of phone calls to 
the IRS are never 
answered

A decline in customer service

Call center representatives can 
only answer basic questions

Servicing

18% Budget-cut

Enforcing Tax Law

A weakened ability to 
enforce tax laws and 
serve taxpayers 
efficiently

Delays in much-needed 
upgrades to information 
technology systems

less than

1% 
of individuals are 
audited, the lowest 
level in decades



DO YOU UNDERSTAND THE RISKS?
Recording star Rihanna recently won a $10 million settlement from her 
accountant, who allegedly encouraged her to buy a $7.5 million home 
that turned out to be rotting from water and mold damage. The pop star 
spent over $1 million on remediation before selling the home at a 
substantial loss.

The Changing Face of Financial Advice
Already we can see that the role of the accountant in 
personal and business finance is expanding. With this 
opportunity to enhance services, however, there is also 
increased risk. 

Over the course of the next fifty years, nearly $50 trillion of 
wealth will be transferred from baby boomers (those born 
between 1946 and 1964) to their Generation X, Generation 
Y and Millennial heirs, according to the Center on Wealth 
and Philanthropy at Boston College. This represents the 
largest wealth transfer in US history and a huge opportunity 
for accountants and others in the financial services sector.  

As investors look for more value from their financial advisor 
and robo-advisors become more prevalent, accountants 
are poised to be able to offer more services to a larger 

segment of the population. Where baby boomers often hired 
a financial planner to manage their investments, those who 
will inherit those assets may take a different route. They may 
eschew high fees and commissions and an ‘across the desk’ 
relationship in favor of an automated ‘advisor’ and once-a-
year tax planning from their accountant.

Those who decide to offer financial advice, however, face 
scrutiny from the Financial Industry Regulatory Authority 
(FINRA), the Securities and Exchange Commission (SEC) and 
other federal and state agencies. A recent rule proposed by 
the Department of Labor and implemented in 2018 will require 
financial advisors act as fiduciaries when giving advice on 
retirement accounts. Those who fail to do so will be subject to 
litigation by their clients.



The 2016 Election
No matter which side of the aisle you  
are on, this election has been nothing if 
not interesting. The two major party 
candidates seem to be miles apart on 
many issues, and it can be challenging to 
identify who stands for what. Despite all 
the distractions, accountants need to 
look at how each candidate’s position 
will affect their business. Some of the 
most hotly debated topics include trade, 
economic policy and, of course, taxes. 

One thing is for sure — regardless of 
who wins in November, the tax code will 
change. Here are some of the proposed 
changes by candidate.

CLINTON WOULD
DIntroduce a four percent 

tax surcharge on incomes 
over $5 million

 DEliminate the carried 
interest loophole

 DIncrease estate tax rate to 45% 
on estates over $3.5 million

DToughen criteria to classify 
companies as foreign owned

DInstitute an exit tax on 
US companies moving 
to foreign countries

TRUMP WOULD
DReduce the top income tax 

bracket to 33% from 39.6%

DReduce the number of tax 
brackets to three from seven

DCut tax rate to 15% from 
35% for corporations and
pass-through entities

 DEliminate the estate tax on 
estates over $5.45 million

DMake all child care 
expenses tax deductible

The one constant in all election years is 
uncertainty, and this contest has provided 
plenty of that.  Accountants need to  
stay informed and be prepared for the 
changes that will inevitably come. 



Cyber 
Liability
Accountants retain a significant 
amount of personal data 
about their customers, which 
represents a sizeable risk 
should the data become 
compromised. In addition to  
the costs associated with a 
breach, which can easily 
reach into tens or hundreds  
of thousands of dollars, 
accountants may be subject 
 to fines, penalties or even civil 
or criminal proceedings. And 
that does not even take into 
account the damage to  
their reputation. 

DO YOU UNDERSTAND THE RISKS?
A hacker logged into an accountant’s computer and downloaded client 
records. They filed fraudulent tax returns, redirecting refunds adding up 
to over $100,000, to P.O. Boxes under their control. The breach was 
only discovered when the accountant realized all his client returns had 
already been filed and paid out to the wrong person. 

$800,000
median cost of a loss

10x
increase 
in 10 years for number of 
cyber incidents affecting 
accounting firms

57%
of breaches took 
place at small firms 

-$



More Opportunity,  
More Risk
Changes in the workforce, the tax code, and in 
the roles of financial advisors and the IRS all 
represent challenges for  accountants. But these 
factors are also combining to create a ‘perfect 
storm’ of opportunity for accountants who are 
bold enough to act. Accountants can expand 
their practices to include financial literacy 
seminars for Millennials, tax planning services, 
trustee and fiduciary services, and financial 
advice. Expanding their role from tax advisor to 
life advisor will require accountants to be more 
creative, more flexible and more entrepreneurial.

With these increased opportunities comes 
increased risk. The increased exposure that 
comes from offering financial advice and from 
retaining customer data can be managed with 
business liability insurance. The right coverage 
can protect accountants from costs associated 
with a data breach, claims or lawsuits alleging 
negligence or failure to act in a fiduciary manner, 
and more.

While the social, cultural, political and legal 
changes that accountants face can be 
challenging, understanding and planning for 
them is critical. By preparing themselves and 
their practices for the future, they can capitalize 
on the opportunities coming their way. 
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The contents of this communication are provided for informational purposes 
only and do not constitute, and should not be relied upon as, legal, business, 
professional, or insurance advice. 


