LEVERAGING
GENERATIONAL DIVERSITY
IN ACCOUNTING FIRMS

Modern accounting firms are increasingly
age-diverse, with five generations
in the workforce: Builders, Baby
Boomers, Generation X, Millennials, and
Generation Z. Each generation brings
unique strengths shaped by historical
events and technological advancements.
Emphasizing the opportunities of this
diversity, firms can foster a productive,
inclusive environment by leveraging
generational values. For example, older
generations offer valuable experience,
while younger generations  drive
technological adoption and innovation.

To manage generational differences, firms
can build trust, offer tailored incentives,
encourage autonomy, and facilitate
knowledge sharing through mentorship
programs. A multigenerational workforce
enhances creativity, client relationships,
and leadership continuity, resulting in
a more adaptable, well-rounded team
capable of addressing diverse challenges
and driving organizational success.
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RIGHTWORKS COMMUNITY LAUNCHES
WELLNESS PROGRAM FOR TAX SEASON

Rightworks Community has launched its 2025 Tax Season Programming with a series of
expert-led wellness events designed to help accounting and tax professionals manage
stress and enhance productivity during the busy season. The free community offers access
to knowledge bases and networking opportunities. Running through May 1, the wellness
program includes live sessions on business success strategies, mindful meditation,
breathing techniques, and easy chair yoga. Upcoming events will focus on delegation
tactics and mindfulness tips. Join today at [link] for support during tax season and beyond,
and continue learning and collaborating with like-minded professionals.

OVERCOMING CHALLENGES IN ACCOUNTING
FIRM DIGITALIZATION

Transitioning from paper to digitalization presents challenges for CPAs, particularly during
tax season. While digital tools offer efficiency, accuracy, and improved client experience,
many CPAs continue to rely on paper due to client preferences, data security concerns, and
compliance issues. Ensuring secure data handling through compliant digital platforms can
help address security and client trust concerns. Automating data entry with OCR technology
reduces human error and streamlines processes. Cloud storage enhances document
accessibility and organization. Ultimately, digitalization improves time management,
reduces costs, and enhances the client experience by enabling faster, more accurate tax
preparation and better collaboration, benefiting both CPAs and clients.

SELF-EMPLOYED DEDUCTIONS DENIED DUE TO LACK OF SUBSTANTIATION

In Kalk TC Memo 2024-82, a self-employed consultant failed to
substantiate her business expenses, resultingin the disallowance of her
deductions. The case highlights the importance of meeting the strict
substantiation rules required by the IRS. Under Section 162 of the tax
code, self-employed individuals can deduct ordinary and necessary
expenses related to their business. However, these deductions are
only allowed if the taxpayer provides sufficient evidence, such as
receipts, credit card statements, and detailed records.
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The taxpayer, who provided software installation and training services,
claimed deductions for various expenses including commuting,
vehicle costs, and home office expenses. Despite these claims, she
failed to produce any supporting documentation. The Tax Court ruled
in favor of the IRS, denying the deductions for the business expenses.

The takeaway: Self-employed individuals must maintain detailed and
contemporaneous records to substantiate their business expense
deductions.
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ACCOUNTING
ENROLLMENT SEES
SIGNIFICANT GROWTH
IN FALL 2024

The National Student Clearinghouse
Research Center's fall 2024 data
reveals a 12% increase in accounting
enrollment, adding 28,672 students,
bringing total undergraduate
accounting enrollment to 267,278.
This marks the highest enrollment
since fall 2020 and nearly reaches pre-
pandemic levels from 2019. The CEO
of public accounting at the AICPA,
expressed optimism, emphasizing the
opportunity to promote accounting
as a dynamic and rewarding career.
Various programs, such as the
Accounting+ campaign and the
Accounting Opportunities Experience
program, are working to sustain
student interest and encourage a
diverse pool of talent to enter the
profession.

Despite a slight decline in graduate
accounting enrollment, total
enrollmentacrossbothundergraduate
and graduate levels rose by 10.5%.
These programs aim to address
challenges in the accounting pipeline,
with  efforts from organizations
like the AICPA and AAA to increase
awareness of accounting careers.
The rebound in postsecondary
enrollment, surpassing pre-pandemic
levels, signals a broader recovery
in education, with business majors
also seeing growth. Accounting
now represents 12% of business
enrollments, or about 1 in 8 business
students, showcasing its continued
appeal within the broader business
discipline.
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BALANCING Al INTEGRATION AND PROFITABILITY IN

ACCOUNTING PRACTICES

Running a successful accounting practice
is no easy feat, with numerous factors
demanding careful attention to maintain
profitable operations. The introduction
of disruptive technologies like generative
Al has complicated this balance but also
created new opportunities. Al tools,
including next-gen search and knowledge
graphs, have revolutionized the way
accounting tasks are handled. What once
took multiple professionals and several
days can now be completed in hours. While
this technological shift can significantly
increase efficiency, it raises important
questions about its impact on profitability
and pricing models, especially for firms
reliant on the traditional billable hour.

The billable hour model, often seen as
a staple of accounting, is unlikely to
disappear in the near future, but it will be
increasingly accompanied by other pricing
models such as fixed fees and value pricing.
Al is particularly suited for repetitive, high-
volume tasks, such as gathering and sorting

financial data, and these tasks can be done
far more efficiently and cost-effectively
than manual processes. In such cases, value
pricing, which ties costs to the value of the
service, is an ideal model.

However, Al's true potential lies in freeing
accountants from time-consuming work,
allowing them to focus on higher-value,
strategic tasks like tax planning, audits,
and advisory services. For these more
complex services, the billable hour remains
appropriate. The real challenge for firms
is to identify where Al can streamline
workflows and where traditional time-
based billing is still relevant. By adopting
Al thoughtfully and refining their pricing
strategies, accounting firms can enhance
efficiency, profitability, and service offerings.
This shift opens up the possibility of new
services previously too costly or labor-
intensive, ultimately helping firms thrive in
an increasingly tech-driven industry.

PCAOB WITHDRAWS CONTROVERSIAL AUDIT

FIRM REPORTING RULES

On February 1, the Public Company
Accounting Oversight Board (PCAOB) filed
a notice with the Securities and Exchange
Commission (SEC) to withdraw its proposed
standard requiring audit firms to report
standardized firm and engagement metrics.
This withdrawal is seen as a victory for many
opponents, including large US. accounting
firms and the American Institute of CPAs
(AICPA). The PCAOB had approved the rules
in November and was awaiting SEC approval
to implement them. Under the new rules,
PCAOB-registered public accounting firms
auditing accelerated or large accelerated filers
would be required to publicly report eight key
metrics related to their audits. These metrics
would cover areas such as the involvement
of partners or managers in audits, auditor
workload, and auditor experience, with the
intention of increasing transparency and
improving oversight for stakeholders.

l Despite the PCAOB's intentions, the proposal

faced significant opposition. Accounting firms,
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state CPA societies, and even academics
raised concerns during the comment period.
Critics argued that the metrics were prone
to misinterpretation, could impose excessive
administrative burdens on firms, and might
not meaningfully improve audit quality.

In particular, firms expressed concerns
that the engagement-level metrics could
be misunderstood by investors and that
the new rules could disrupt the oversight
model established by the Sarbanes-Oxley
Act of 2002. The AICPA also warned that the
proposed rules would disproportionately
affect smaller firms and lead to higher costs
for public companies.

Following the PCAOB's withdrawal of the
rules, the current AICPA CEO supported the
decision, saying it was the “right one” The
withdrawal signals the need for further study
and a more balanced approach to enhancing
transparency without placing undue burden
on firms.
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