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THE ENHANCED CASH FLOW INSIGHT™

quarter to quarter, year over year.

Now do even more with Cash Flow Insight powered by PNC CFO -
an innovative online financial management experience.

> Visualize your current and projected cash position, forecast and scenario plan
> Reduce paperwork and streamline your firm’s cash flow online
> Manage and automate your invoicing and bill payments, all in one place

> Sync your receivables and payables data with accounting software, including QuickBooks

Try it at no cost today* Stop by any PNC branch, call a Cash Flow Insight .
Consultant at 855-762-2361 or go to pnc.com/cashflowinsight for the achiever in you® PNC | CFO
Cash Flow Optimized

(& PNCBANK

QuickBooks® is a registered trademark of Intuit? Inc.

*Cash Flow Insight requires a PNC business checking account and enrollment in PNC Online Banking. Free trial offer valid for Cash Flow Insight and for additional tools (Receivables, Payables
and Accounting Software Sync) for your current statement cycle period and two additional statement cycles. One free trial period per customer. For information on post-trial fees, how to
un-enroll, a list of supported accounting software and other details, visit pnc.com/cashflowinsight. Monthly charges will apply unless you un-enroll. CFO: Cash Flow Optimized and Cash Flow
Insight are service marks of The PNC Financial Services Group, Inc. ©2014 The PNC Financial Services Group, Inc. All rights reserved. PNC Bank, National Association. Member FDIC
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Greetings to
everyone as PSTAP
begins another year!
| would like to begin
by thanking Irv
Braunstein for his
year of service as
President. It is with
great anticipation
that | look forward to the year ahead
and working with the Executive Office,
line officers, Executive Board, and
committee chairs to continue the hard
work of the Society.

2014-2015 LINE OFFICERS WERE INSTALLED AT
THEPSTAP ANNUAL MEETING IN MAY 2014 AT THE
RADISSON HOTEL & CONVENTION CENTER, CAMP HILL.

(left to right) Andrew J. Piernock, NSA State Director conducted

the installation. Richard Kelly, CPA, was installed as Second
Vice President. Arlan Christ, EA, was installed as President
Elect. Brenda Milovich, CPA, was installed as Treasurer. Maureen
Christy, CPA, was installed as Secretary. Absent from the photo,
Frank H. Kelly, EA was installed as First Vice President.
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goal is to visit every chapter during my
term in office. | have already scheduled
some meetings and appeal to our chapter
presidents to contact Sherry or myself to
schedule a visit, if we have not already
done so. | have prepared a two hour
presentation on the new CPA law including
recent and proposed changes that | will be
glad to present if a chapter is in need of a
program during a Chapter meeting.

PSTAP will be holding PA Department
of Revenue tax seminars in various
locations around the state. More
information is available on our website.

PRESIDENT

Downs casino outside of Wilkes Barre, PA.
Mark your calendars now for June 18-21,
2015 and make plans to attend. Because of
timing and scheduling problems, we were
not able to hold our first annual practice
management retreat. We are instead
planning to hold events in conjunction
with the Annual Meeting. Watch for details
in the coming months.

Speaking of conventions, | attended the
NSA National Convention in Baltimore, MD
from August 20-24. State Director Andy
Piernock has details in his message.

Throughout my term, PSTAP will continue

GREETINGS TO EVERYONE AS PSTAP BEGINS ANUTHER YEAR!

As we all work in our offices to complete
extensions, our seminar season is in full
swing. August was our PSTAP “Meet in
the District” month. All members are
encouraged to meet with their local
elected officials at their district offices
if they haven't done so already. This is
the best way to get to know your House
and Senate member. The main topic of
conversation should be the Department
of Revenue's new policy regarding
Unreimbursed Employee expenses and
PSTAP. Make sure to schedule a meeting
by September 20 when they return to
session in Harrisburg.

In my President’s installation speech and
subsequent message to attendees at our
Annual Meeting, | made it known that my
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If you want to attend this or any PSTAP
sponsored seminar for free, all you have
to do is recruit one new member to the
society. Tell a colleague about the value
of membership in PSTAP and get them
to join. It's that simple. Contact the
executive office for more information
about the program.

Planning is underway for the annual Q&A
with the PA Department of Revenue. Any
member with a systemic issue that needs
to be addressed should e-mail Executive
Director Sherry DeAgostino at sherry@
pstap.org to have the issue placed on the
meeting agenda.

Planning is also underway for our next
Annual Meeting at Mohegan Sun Pocono

to focus on representing the independent
practitioner both licensed and unlicensed,
with the legislature, PA Dept. of Revenue,
Internal Revenue Service, and local
taxing authorities. The Executive Office

is ready and willing to serve all members
and my phone line is always open to any
guestions, comments, or concerns you
have for the organization.

Respectfully Submitted,

Neil C. Trama
PSTAP President



ANNOUNCEMENTS, UPDATES AND GENERAL INFORMATION

ATTENTION PUBLIC
ACCOUNTANTS -

MAY WANT TO DELAY PTIN
RENEWALS UNTIL AFTER
NOVEMBER 1, 2014

Unlike many states, Pennsylvania Public
Accountants have a licensed credential that
is equivalent with that of a CPA license in
our state. In addition, Pennsylvania Public
Accountants (even without an Enrolled
Agent credential), like Certified Public
Accountants are recognized Circular 230
practitioners. Because Pennsylvania is
unique in this regard (only three other
states share this commonality) there is not
a box on either the initial PTIN application
nor the PTIN renewal form to indicate this
status. Public Accountants in Pennsylvania
should check the ‘CPA’ box on the PTIN
Renewal Application. Our members have
been advised accordingly since PTIN
registration first became mandatory.

This year, the Return Preparer Office

of IRS has audited all practitioners who
hold a state credential to ensure these
practitioners do in fact have an active,
valid license in their respective state.
Unfortunately the RPO office was not
properly informed of the nuances with
Pennsylvania Public Accountants and has
issued ‘Professional Status Verification
Letters' to those Public Accountants who
have renewed their PTINS due to the
discrepancy between the CPA and the PA
license. Once the PSTAP became aware of
this issue we addressed it with IRS RPO
and provided them with the necessary
documentation from IRS Legal Counsel
which grants Circular 230 practitioner
status to Pennsylvania Public Accountants
in good standing. We have been told that the
staff within the IRS RPO are being educated
regarding this issue and no further letters
should be issued.

If you are a Public Accountant who has
received this letter, you should contact

the IRS point of contact listed at the top

of the letter and inform them that as a
Pennsylvania Public Accountant you are

a Circular 230 practitioner. Please also
contact our office at 1-800-270-3352 to

let us know that you received the letter so
that we can send the Memo from IRS Chief
Counsel that addresses the issue.

We advise PSTAP members who are Public
Accountants to wait to renew your PTIN

until after November 1, 2014 just to allow
IRS RPO to properly funnel this information
to their employees. Waiting a couple of
extra weeks may save you from having to
potentially respond to the IRS letter that
asks you to verify your license.

If you have guestions, please don't hesitate
to contact the PSTAP Executive Office at
1-800-270-3352.

Do You Have Questions for the PA
Department of Revenue?

CPE REMINDER TO
PENNSYLVANIA LICENSEES

Pennsylvania licensees must have a
minimum 20 hours of CPE by December
31st to comply with Pennsylvania CPE
requirements. If you need CPE log in to our
course catalog at www.pstapcpe.com, there
are many options still left in 2014.

A VALUABLE TAX
SEASON RESOURCE!

Join our Email Discussion Group -
PSTAP Listserv

Are you getting the most out of your
membership? Don't miss out on a valuable
membership benefit during the tax filing
season - subscribe to the PSTAP Listserv

- our email discussion group. Have a
guestion? Simply type an email to the group
and wait for the response. You can help
out fellow members too by responding to
questions and/or sharing your experiences.
Plus, we post important announcements,
changes and updates as they occur.

Don't want the emails cluttering up your
inbox? Subscribers have the choice to
receive either the daily digest which
includes all of the discussion activity for
the day in one email or to receive each
email as it is posted.

Send an email to pstaplistserv@pstap.org
with ‘subscribe me' in the subject line. You
will receive a confirmation email once you
are subscribed to the group. You will be
subscribed to receive each individual email
as they occur unless you tell us otherwise.
If you want to subscribe to the daily digest
(1 daily email containing all of the discussion
activity for the day) please let us know.
Please contact us at 1-800-270-3352 if you
have any questions about this benefit.

GIVEPSTAP ANEW
MEMBER - WE'LL GIVE
YOU A FREE SEMINAR

SHARE YOUR
MEMBERSHIP EXPERIENCE

Members tell us all the time how much
they value our organization. Our numbers
speak for themselves. With five consecutive
years of record membership growth

and a better than 90% retention rate,

it's clear that our membership is the

one that makes a difference for tax and
accounting professionals throughout the
Commonwealth. Membership in the PSTAP
yields an exceptional return on investment
that is measured in both tangible and
intangible benefits.

It's Simple to Do -
Tell a Colleague About:

+ Our quality continuing professional
education and the savings that
members enjoy when they attend;

+PSTAP's advocacy efforts with both
the Pennsylvania Legislature and state
agencies such as the PA Department
of Revenue as well as the Internal
Revenue Service;

»Networking with other tax &
accounting professionals and the
friendly atmosphere at our meetings;

« ListServe (our email discussion group);

+ Discounts on Quickfinder, CCH, The
Tax Book, RIA Federal Tax Handbook;

«Insurance including professional
liability, long term care, auto, life,
disability, health;

« Discounts on products & services
including UPS, Hertz Car Rentals,
and Office Depot, Verizon Wireless
services and more..

ACTION ITEM FOR YOU: When you attend
your next PSTAP seminar, take a moment
to stop by our membership table and say
hello and pick up a membership kit to share
with another colleague at the seminar.

Sign the membership application as the
sponsor. OR bring the potential member to
our table and WE will talk to them about
membership. You will still get the credit and
the free seminar if they join. Your FREE
seminar is good on ANY 8-hour PSTAP
sponsored program or on a 2-day seminar
you will pay just half-price. z
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New Corporation Tax Notices
and Statements

In 2013, the Pennsylvania Department of
Revenue implemented a “modernized”
computer system for processing corporate
tax returns and maintaining corporate tax
accounts for Capital Stock Tax, Foreign
Franchise Tax, Corporate Net Income

Tax, Shares Taxes, Gross Receipts Taxes
and Insurance Premiums Taxes. Recently,
there had been some confusion among
taxpayers regarding some of the new
notices being issued by the Department
and how to respond to them - e.q.,
whether a specific notice should be
appealed. An explanation of the new
notices and statements is set forth below,
together with some common tax return
errors identified by the Department.

Notice of Adjustment Letter
and Worksheet

The Department's new system has an
"auto-calculation” feature, which reviews
data within a tax return. If this analysis
results in a change to a line itemon a

tax return, a Tax Calculation Worksheet

is generated and mailed to the taxpayer
with a Notice of Adjustment letter. The
Notice of Adjustment explains options for
dealing with the adjustment, including that
an amended return should be filed if the
adjustments resulted from incorrect data
provided on the original tax return.

A tax increase reflected in a Notice
of Adjustment is not appealable. If
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the Notice reflects a tax increase that

is disputed by the taxpayer, the tax
increase can be appealed only after a
Notice of Assessment has been issued

by the Department. A Notice that

reflects adjustment(s) not resulting in an
increased tax liability may, however, be
appealed if the adjustment(s) will increase
the amount of tax due in a subsequent
year. Examples of such adjustments
include recalculation by the Department
of a taxpayer's net loss carryforward for
future Corporate Net Income Tax purposes
and recalculation of a taxpayer's average
net income for Capital Stock and Franchise
Tax purposes. A taxpayer may appeal
such adjustment(s), which do not increase
its tax liability for the year to which the
Notice relates, within 90 days of the
mailing date of the Notice of Adjustment,
or wait to file an appeal for a subsequent
tax year when the adjustment creates an
increase in its reported tax liability.

Billing Notices

A Notice of Adjustment that results in

an increased tax liability will also trigger

a Billing Notice. Billing Notices may be
accompanied by a coupon for remittance.
However, coupons should be used only

for payments under $1,000. Payments of
$1,000 or more should be remitted by EFT
in order to avoid the imposition of an EFT
penalty. If a Billing Notice is not paid within
45 days, the Department will then proceed
to issue a Notice of Assessment.

By Sharon R. Paxton

Notices of Assessment

A Notice of Assessment, which will

be clearly labeled as such, must be

timely appealed in order to protect the
taxpayer’s right to contest the deficiency.
A Notice of Assessment includes a “Tax
Period Review" section which lists the tax
due, including interest and penalties. The
Notice should state the due date for filing
a petition for reassessment. If an appeal is
not filed within the applicable time period,
the taxpayer may appeal the disputed

tax only by paying the tax and filing a
petition for refund. (While the Department
may accept a compromise proposal for
un-appealed tax delinquencies under
certain circumstances, the taxpayer
technically has no appeal rights if it does
not file a timely petition for reassessment
or pay the tax and file a timely refund
claim. Thus, even if a compromise can

be negotiated in a particular case, the

end result will not be as beneficial as if

a timely appeal had been filed.) Filing an
amended report or calling and writing
letters to the Department does not extend
the time period for filing an appeal from

a Notice of Assessment and does not
eliminate the need to file a petition for
reassessment with the Board of Appeals.

Statements of Account

The Department will routinely issue a
“Statement of Account” with all Billing
Notices, Notices of Assessment and
Tax Period Overpayment Summaries.



A Statement of Account includes three
sections: a “Summary of Filed Tax Periods
with Balances Due,” a “Summary of
Non-Filed Tax Periods” and a new section
summarizing restricted credits available
for application to future liabilities, sale

or assignment. Except for the “Summary
of Filed Tax Periods with Balances Due,”
only sections with financial activity will be
displayed on the Statement.

Tax Period Overpayment Summaries

A new notice, the “Tax Period Overpayment
Summary" was developed to show the
resolution of tax overpayments resulting
from the processing of tax returns, tax
reductions resulting from audits or
appeals, corrections and the application

of restricted tax credits. A Tax Period
Overpayment Summary contains a
“Summary of Tax Period Activity,”

which lists the tax type(s) where the
overpayment(s) were developed, and a
“Summary of Overpayment(s) Applied

to Open Liabilities Within the Account,”
which summarizes the application of
overpayments to open liabilities within
the taxpayer's account. If additional credit
remains, the Summary will also include a
third section identifying the overpayment
option(s) selected by the taxpayer and the
Department’s resolution of the remaining
overpayment. For example, the Summary
will indicate whether the remaining
overpayment has been transferred to the
next tax period or scheduled for refund.

Common Tax Return Errors

Several common corporate tax return
errors have been identified by the
Department to help taxpayers avoid
mistakes that may result in the issuance

of one or more of the notices listed above:

History of Earnings. When filing Capital
Stock and Franchise Tax Reports,
taxpayers should be careful to properly
report their Book Income for prior years.
The Department’s return processing
system will generate a notice if the
reported Book Income figures do not
match the Book Income figures in the
Department’s records for prior years.

Investments in LLCs. If a taxpayer’s
activity in Pennsylvania is limited to

an investment in an LLC, the taxpayer
should check the appropriate box on
page 2 of the PA Corporate Tax Report to
so indicate. If the Capital Stock/Foreign
Franchise Tax section of the tax report

is completed in error by such a taxpayer,
using a zero over zero apportionment
(which the computer will treat as 100%



apportionment), a Notice of Adjustment
and Billing Notice may be generated.

Other Common Errors. Other common
errors identified by the Department
include incorrect or missing Revenue

ID numbers, incomplete data submitted
with an amended return, gaps in a
taxpayer's History of Earnings, and
incomplete returns. Also, the word
“NONE" should not be used on an
apportionment schedule or anywhere
else in a tax report. Finally, it is important
for taxpayers to accurately complete
various “indicators” throughout the

PA Corporate Tax Report because the
computer processing system has tied
unigue programming features to these
“indicators.” Special “indicators” on the
RCT-101 include Step B, page 1 (Amended
Report, Federal Extension, Regulated Inv.
Co., 52-53 Week Filer, Address Change,
Change Fed Group, First Report, KOZ/
EIP/SDA Credit, File Period Change),
Section A, page 2 (Investment in LLC,
Holding Company, Family Farm), Section
B, page 3 (Business Trust, Solicitation
Only, Single-Member LLC, PA-S Corp.,
Taxable Built-In Gains) and Section E,
page 5 (Corporate Status Changes).

Sales Factor Sourcing of
Services & Intangibles

Effective for tax years beginning after
December 31, 2013, Act 52 of 2013
provided new rules for the sourcing of
receipts from services in the corporate net
income tax and franchise tax sales factors.
We are still awaiting official guidance from
the Pennsylvania Department of Revenue
concerning its interpretation of the
apportionment changes made by Act 52.

For years prior to 2014, receipts from sales
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of services and intangibles were subject
to the UDITPA-based “income-producing
activity” and “costs of performance”
analysis. If the income-producing activity
was performed in one or more states, in
addition to Pennsylvania, the receipts
from those activities were sourced to
Pennsylvania if the greater proportion
of the income-producing activities, as
measured by costs of performance,
occurred in Pennsylvania.

Under Act 52, receipts from sales

of services are now attributed to
Pennsylvania if “delivered to a location”
in Pennsylvania. 72 P.S. §7401(3)2.(a)(16.1)
(C)(I). If delivered to other states as well
as Pennsylvania, the receipts are to be
allocated “based upon the percentage of
total value of the service delivered to a
location in [PAL" Id. at (16.1)(C)(II).

Where the point of delivery cannot be
determined, the following defaults apply:

1. If the customer is an individual who
is not a sole proprietor, delivery is
deemed to be at the customer’s
billing address. Id. at (16.1)(C)(lI).

2.1f #1 does not apply, the service first
would be deemed to be delivered “at
the location from which the services
were ordered in the customer’s
regular course of operations.” Id. at
asn@dn.

3.1f the answer under #2 cannot be
determined, the service is deemed to
be delivered at the customer’s billing
address. /d.

Unfortunately, Act 52 does not define
"“delivered.” However, inasmuch as receipts
from sales of tangible personal property
have long been sourced to the point

of delivery, one would think that some
analogies could be drawn.

For example, the point of delivery

of tangible personal property is not
necessarily the location where the
customer ultimately puts the property to
use. Therefore, one would assume that

the Legislature did not intend for the
location where a service is “delivered"”

to necessarily correspond to the point

of ultimate use. This is consistent with

the provision specifically providing for
receipts from the rental or lease of tangible
personal property which is subsequently
taken out of state to be sourced (at the
taxpayer's election) based on "a reasonably
determined estimate of usage in [PA]." Id.
at ae.n@d)n.

But what if a service is performed primarily
in a state other than Pennsylvania, the
service would provide a general benefit to
the customer company, the work product
from the performance of the service (e.g., a
marketing study) is delivered to an address
in another state outside of Pennsylvania,
but in the course of performing the

service the service-provider was in touch
with company personnel both inside and
outside of Pennsylvania? Is this a case
where the point of delivery really cannot
be determined and the default sourcing
rules should come into play? Or would

the PA Department of Revenue take the
position that the point of delivery could be
determined on these facts?

The attribution of service receipts to the
location where the service is “delivered”

is a relatively new concept. Guidance from
the Department of Revenue is therefore
needed so that a company may prepare its
Pennsylvania tax report with some degree
of certainty that it is not unexpectedly
opening itself to a dispute with the
Department of Revenue.

Sharon R. Paxton is a member of
McNees Wallace & Nurick LLC's
State and Local Tax Group.
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The NSA State Director

Greetings: Just returned
from attending the Annual
NSA Convention from August
20th to August 24th at the
Hyatt Regency Inner Harbor
in beautiful Baltimore, Maryland. For the
second year, | served as a member of the
Rules Committee during the Convention.

IRS Commissioner John Koskinen was the
Keynote Speaker at the 69th Annual NSA
Convention. For tax preparers, taxpayers,
and others frustrated by long wait times
on the phone for Internal Revenue Service
(IRS) assistance with tax questions,

IRS Commissioner John Koskinen has a
message: Call your member of Congress.

The reduced funding for the IRS - cut

7 percent in FY 2014 at the same time
the IRS was forced to implement tax
provisions of the Affordable Care Act
while 7 million more taxpayers filed
returns - is “the biggest challenge facing
the IRS" according to Koskinen.

“People don't vote for me - they vote
for members of Congress,” Koskinen
declared. “Congress needs to hear and

understand the impact of the funding cuts.

As | tell people on Capitol Hill, we are the
only agency still operating at the post-
sequester level.”
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Koskinen drew on his private-sector
experience to point out the fallacy

of reducing funding for the major
revenue-generating function of the U.S.
government at a time when a revenue
shortage continues for force budget cuts.
In his view, there is a net revenue benefit
to providing full funding for the IRS.

“Congress is starving our revenue-
generating operation. If voluntary
compliance with the tax code drops by 1
percent, it costs the U.S. government $30
billion per year," he explained. “The IRS
annual budget is only $11 billion per year.

Koskinen applauded NSA for writing a
letter to the U.S. House of Representatives
Appropriations Committee earlier this
year that strongly opposed IRS funding
cuts and pointed out how these cuts
punish American taxpayers.

The IRS was forced to cut 5,200 call
center employees because of budget cuts,
and Koskinen warned that wait times for
phone service will increase through the
rest of the year because of a lack of staff.

His message to Congress is, “You cannot
continue to reduce our resources and ask
us to do more things. The blind belief in
Congress that they can continue to cut
funding and we will just become more

efficient is not the case. We are becoming
more efficient but there is a limit.
Eventually the effects will show up. We are
no longer going to pretend that cutting
funding makes no difference.”

Koskinen said that the IRS will “play the
hand we are dealt” when it comes to
funding, but added, "I will tell you what we
can do with the funding we have but | will
also tell you what we can't do.”

While IRS budget cuts may have been driven
partially by outrage over the tax scandal
involving audits of tax returns from certain
tax-exempt organizations last year, Koskinen
was emphatic that “this was a mistake that
should never happen again. My job is to
make sure the public knows that.”

Late Tax Law Changes

He also noted that when Congress passes
tax law changes late in the year it creates
huge challenges for the IRS and taxpayers.
“We think it is unlikely that the tax
provision extender package will pass before
the mid-term elections but we hope it will
pass soon after that,” he said. “Congress
needs to understand that the later these
are passed and the more complicated they
are, the more challenging it is for taxpayers
to file accurate returns on time.”



The IRS has to amend its tax forms to
reflect these changes and then deliver
them to tax preparers, Tax Software
companies, and taxpayers. This takes
time and can effectively shorten the tax
filing season. “We will keep you informed
as best we can,” he said.

Elections of Officers:

President:
Marilyn N Niwao, Hawaii

1st Vice President:
Kathy Hettick, Washington

2nd Vice President:
Al Giovetti, Maryland

Sect/Treasurer:
Brian Thompson, Arkansas

Immediate Past President:
Steve Hanson, Minnesota

District Governor Il:

Robert Genovese, New York

Ralph Walters was defeated in his
re-election bid.

Voluntary Annual Filing Season
Program by Internal Revenue Service

The Internal Revenue Service plans to
implement by the beginning of the 2015
tax filing season, a voluntary Continuing
Education for Tax Preparers. As part of
the new voluntary program holders of
either the ABA or ATP credential will not
have to take the Annual Tax Refresher
Course and pass the examination to
obtain the IRS Annual Filing Season
Record of Completion and be listed in
the IRS preparer database launching this
upcoming tax season.

More information about the IRS Annual
Filing Season program is on NSA's website
at http://connect.nsacct.org/AFSP.

Future Events:
Mark your Calenders

NSA 70th Annual Meeting

Wednesday, August 19 - Saturday,
August 22, 2015

Hyatt Regency
Vancouver, British Columbia

In late October, | will be attending the
NSA State Directors and Leadership
Conference in Indianapolis. The
highlights of this conference will be in
my next report.

Please feel free to contact me
with any questions via e-mail at:
andrewpiernock@comcast.net
Sincerely yours,

Andrew J. Piernock, Jr. ATP

NSA State Director - Pennsylvania #

Let us handle the work for a change.

done to sell your firm.

Trying to sell on your own?

We are North America’s leader in marketing accounting and tax practices because we
understand the value of your firm, know how to market it and have thousands of buyers who
want a practice. Our biggest concern is you. Our broker’s wealth of experience culminates to
make sure your comfort level is met, your questions are answered and everything is being

Give us a call today so that we may go to work for you and produce the results you desire.

— ACCOUNTING
PRACTICE
SALES

NORTH AMERICA’S LEADER IN PRACTICE SALES

1-888-847-1040

www.AccountingPracticeSales.com

Free Registration For Buyers
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ARE YOUR CLIENTS BYPASSING YOU AFTER TAX SEASON?

HERE ARE SIX REASONS CLIENTS NEED YOU AFTER THE RETURN IS FILED

BY JIM BUTTONOW, CPA, CITP

The annual tax filing ritual is not the

only time a client may interact with the
IRS - and recent trends show that your
clients are more likely than ever to have
an issue come up after filing. And the
truth is, clients often don't call their tax
professional right away when they have a
post-filing tax issue or notice.

As your clients' trusted advisor, it's best to
get ahead of this trend and communicate
with your clients about tax compliance.
Take a look at these six facts, which
demonstrate that your clients need you
for more than just filing.

Fact 1: Many taxpayers have to
contact the IRS outside of filing
their tax return - and many are not
using their tax professional to do so.

According to the IRS Oversight Board,
37% of taxpayers - that's almost 60
million taxpayers - have to contact the
IRS for something other than filing their
returns. However, according to the IRS,
tax professionals filed only 3.6 million
authorizations in 2013 to help their
clients with a tax issue. It could be time
to examine whether you have a potential
client retention risk because your clients
aren't seeking your help when they need to
understand their tax situation.

Fact 2: More clients are having
trouble paying their taxes each year.

For 2011 returns, 23.7 million taxpayers filed
a return with a balance due, and 3.7 million
needed to make payment arrangements
with the IRS. The Government
Accountability Office reported in 2011 that
16.5 million taxpayers owe the IRS back
taxes. Depending on how your client base
fared in the economic slowdown, you may
need to help a client who can't pay the IRS.

Fact 3: The Patient Protection
and Affordable Care Act (ACA)
will require non-filers to file.

In 2012, the IRS found 7.4 million potential
non-filers for tax year 2010, and sent only
3.2 million notices to those taxpayers. In the
past, the IRS had less incentive to pursue

many of these non-filers, who potentially
owed only a small balance. However,
because the ACA will require taxpayers to
reconcile premium subsidies and report
insurance coverage, the IRS will question
more of these non-filers. These taxpayers
will be looking for expert help to file.

Fact 4: The IRS is making a
concerted effort to find and
penalize inaccurate tax returns.

The IRS has a lot of potentially inaccurate
returns to pursue. According to government
data, 24 million of the 143 million individual
tax returns filed for tax year 2010 did not
match information statements on file with
the IRS. That's one out of six returns with
potential underreporting that the IRS would
like to see reconciled. However, in 2013,

the IRS sent notices to only 4.1 million of
these taxpayers. As the IRS moves to

more automated compliance tools, expect
your clients to receive more notices
regarding discrepancies.

There could be many reasons for an
underreporter notice, including IRS error.
In fact, many underreporter notices are
resolved with no change to the return. One
out of six individuals will face this potential
issue - and even more small businesses.
Your clients should understand that an
underreporter notice may not always
indicate an error, and that you can help get
to the bottom of the issue.

You should also let your clients know that
you can provide expert help to resolve any
penalties resulting from an underreporter
inquiry. This is important because the IRS
is increasing its use of penalties to deter
underreporting. From 2005 to 2013, the
number of accuracy penalties the IRS
assessed on inaccurate individual tax
returns increased 1,154%.

Fact 5: The costs of
an audit are high.

Clients need expert help in an audit,
because the odds are in favor of the IRS. If
your client gets audited, the IRS thinks the
return needs an adjustment. Of the 1.56
million audits in 2013, the IRS made changes

to almost 90% of the individual returns
examined and 70% of the corporate returns
examined. Overall, when the IRS completes
an audit, individual taxpayers are left with
an average bill of more than $16,000 per
year examined in a field audit, and $8,000
per year examined in a mail audit.

Fact 6: The IRS will continue to
develop better technology to reach
more taxpayers - by mail.

Despite losing 18 days to employee furlough
and $600 million in budget in 2013, the IRS
slightly increased its compliance revenue
from $50 billion in 2012 to $53 billion

in 2013. With fewer people and reduced
resources, the IRS has maintained its
volume of compliance activity through
correspondence. Scaling compliance activity
by mail makes great business sense for the
IRS. For example, document-matching audit
notices have a 20-to-1 return on investment,
compared with face-to-face audits, which
have a 4-to-1return on investment. Even
though the IRS is struggling with resource
constraints, compliance activity is still
strong, because compliance by mail covers
more taxpayers at less cost.

Helping your clients with tax compliance

is about more than filing their required tax
returns. It's also about helping your clients
after they file. Data shows that this body of
work is significant, and that your clients will
need your expertise in dealing with the IRS.
Let your clients know that they are more
likely than ever to get contacted by the IRS.
And most importantly, let them know that
you're the first person they should call to

get expert help after filing. 7
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Jim Buttonow, CPA, CITP, of
Greensboro, NC, is an author
and instructor in the field of

tax controversy. He has 27 years
of experience in IRS practice

and procedure.

This article originally
appeared in the AICPA CPA
Insider™ E-Newsletter.




WELB @ME OUR NEWEST MEMBERS

JULY 1ST - SEPTEMBER 30TH 2014

BUXMONT CHAPTER STATUS
George J. Ciukurescu Ambler Student
Joshua L. Cohen Zinman and Company Southampton Active
Stephen C. DeAngelo, CPA Fort Washington Active
Jacqueline A. Edwards Everyday Financial Services Warminster Associate
Luke Seier, CPA Zinman & Company Southampton Active
Thomas M. Thomas, EA Richboro Active
CENTRAL CHAPTER STATUS
Sarah M. Baer Baer's Accounting Services, LLC Leesport Active
Daniel Beachy Gehman Accounting, LLC Mifflinburg Active
Jean Maxeau Boursiquot Belleville Associate
Deborah L. Burdy, CPA Baer and Company Morgantown Active
Brian J. Focht Reading Active
Heather J. Georgy, CPA Weaver Accounting Mountville Active
Joseph E. Gimont Gimont and Associates West Lawn Active
Michael R. Green, CPA Accurate Accounting Lebanon Active
John H. Grube Charles J. Hafer, PA Hamburg Associate
Carolyn A. Heffner Blandon Active
Melissa M. Luttrell, CPA Huber, Drews and Kendig Willow Street Active
Eric B. Phillips, CPA Erick B. Phillips CPA Manheim Active
Robert M. Shaner, CPA Integra Business Solutions Wyomissing Active
Matthew M. Shirk Gehman Accounting, Inc. Mifflinburg Active
Jolene Taibi Raymond A. Wolownik PC Willow Street Active
Theresa H. Test, EA Birdsboro Active
Norm R. Berger, CPA Ronald A. Williams and Company Perkasie Active
Kristen L. Bortz TBL, Inc. Allentown Active
Scott J. Bowser Allentown Active
Matthew H. Breidenthall, CPA Allentown Active
Lydia M. Brown TBL, Inc. Allentown Active
Vicki M. Davis Easton Active
Zachary D. Galloway Bath Student
John R. Hannis, EA Miller, Searles, Bahr and Wills, LLC Allentown Active
Joseph G. Kloss Allentown Active
Amos G. Kunkle, CPA Bethlehem Active
Robert E. Morris, EA Robert Morris Associates Coopersburg Active
Karen Pascoe Simplex Services Inc. Northampton Active
J. Scott Sowers, CPA Green Lane Active
Marcia Voth Quakertown Active
Michele Wheeler Hazle Township Active
Edward L. Bishopp E.L. Bishopp Accounting Service Deansboro Active
Jeffrey A. Creveling, CPA PA Department of Revenue Bureau Corporation Taxes Harrisburg Active
Terry S. Jones, CPA Stroudsburg Active
Robert J. Korjeski, CPA KMLA Group PC Wilkes-Barre Active
Carole A. Lesh, CPA Carole A. Lesh, CPA Dickson City Active
David A. Mason, CPA David A. Mason, CPA Peckville Active
Kathleen R. Zale, CPA Dunmore Active
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PHILADELPHIA CHAPTER

STATUS

Patrick M. Beattie Philadelphia Student
Susan C. Cha, CPA Connolly, Grady, & Cha, P.C. Philadelphia Active
Julie A. Cianchetta Canon Capital Management Group, LLC Souderton Active
James J. Clark Accounting One Newtown Square Active
Dennis S. Connolly, CPA Connolly, Grady, & Cha, P.C. Philadelphia Active
John F. Endres John Endres, CPA Springfield Active
Sonya Enoch-Pappas Pappas and Co Media Active
Michael Lombardo Connolly, Grady, and Cha, P.C. Philadelphia Active
Eric J. McGowan Boyertown Active
Devendra T. Peer, CPA Philadelphia Active
Roseann Petlikowski West Chester Active
Kara Stickney Connolly, Grady, & Cha, P.C. Philadelphia Active
William P. Touey, CPA Media Active
Jamie Welsh Touey and Co LLC CPA Media Active

Henri L.M. Winter, CPA
SOUTHEAST CHAPTER
P. Dermot O'Neill, CPA
SOUTH CENTRAL CHAPTER

Henri M. Witner, CPA

P. Dermot O'Neill, CPA PC Glen Mills

Bryn Mawr

Active

STATUS

STATUS

Darren A. Bailey, EA RSB And Associates, P.C. York Active
James A. Baird, CPA Mechanicsburg Active
Christopher A. Birster Hanover Student
Richard A. Bluis, CPA Martin M. Sacks & Associates, CPA's Harrisburg Active
Kurtis S. Bogart, CPA Integra Business Solutions Wyomissing Active
Angela S. Breeden, CPA Thomas H. Clingan Elec. Services York Active
Brent A. Burger Padgett Business Services Camp Hill Active
Tammy Cottrill Fiducial Business Centers, Inc. Hanover Active
Ashley L. Douty Keller Financial Group Mechanicsburg Associate
Mary Ann Frank Seidel and Associates Harrisburg Associate
David D. Heffner, CPA Pennsylvania League of Cities and Municipalities Enola Active
Kimberly A. Lutes Enola Active
Randall R. Marchi, CPA Mechanicsburg Active
Lori A. Marshall Fiducial Business Centers, Inc. York Associate
Arlin E. Martin, EA Martin Accounting Chambersburg Active
Gregory M. Martini, CPA Compton and Martini Harrisburg Active
Brenda K. Mayer, CPA Mechanicsburg Active
Barry E. Musser, CPA, CFP Hamilton & Musser, P.C. Mechanicsburg Active
Karen L. Roach Roach's Tax & Accounting Service Millersburg Active
Kylie L. Sheaffer, CPA Schreckengaust Associates, Certified Public Accountants Harrisburg Active
Erin A. Shirmer, CPA Robert W Morris and Company PC New Bloomfield Active
Matthew K. Smith Smith and Company, CPAs Hanover Associate
Dwain M. Smith, CPA Smith and Company, CPAs Hanover Active
Michael Troyer Gehman Accounting Inc Mifflinburg Active
Sharon G. Voulgaris PSAB Harrisburg Active
Beth A. Warren Tice Associates York Active
Annette M. Weaver PA Medical Society Harrisburg Associate
James D. Zaiger, CPA Waynesboro Active

WEST CENTRAL CHAPTER
Joseph R. Maiolo, Il
WESTERN PA CHAPTER

Pinnacle Consulting and Tax Service Jersey Shore

STATUS

STATUS

Richard L. Aultman Aultman Tax and Accounting Carmichaels Active
Walter C. Case, Jr., CPA Catalano, Case, Catalano Dubois Active
Joseph Crnkovich, Jr., CPA Joseph Crnkovich, Jr. CPA Bridgeville Active
Donna J. Greenhow VG Accounting Associates, Inc. Munhall Active
Michael C. Grimm VG Accounting Associates, Inc. Munhall Active
Chris D. Kaminski, CPA Kaminski and Co. Verona Active
Richard L. Miller, EA Greensburg Active
Daniel J. Painter, CPA Wilder and Co, LTD, PC Latrobe Active
Rinaldo Policicchio Rinaldo Policicchio Persona Income Tax Pittsburgh Active
William L. Stunkel, CPA Stunkel Tax and Accounting PC Lower Burrell Active
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IRS Annual Filing Season Program
Go to the PSTAP homepage: www.pstap.

org for a copy of Revenue Procedure 2014-

42 and FS-2014-8 IRS Frequently Asked
Questions (PSTAP Member News)

What is the IRS Annual Filing Season
Program (AFSP)? The Annual Filing
Season Program is a voluntary continuing
education program for tax return preparers.
Preparers who complete a 6-hour Annual
Federal Tax Refresher course and obtain a
score of 70% or higher on a 100 question
comprehension test receive an Annual Filing
Season Program — Record of Completion.
The IRS permits anyone with a preparer

tax id number (PTIN) to prepare tax returns
for compensation, but will not allow all
unenrolled PTIN holders to represent
clients before the IRS. An unenrolled

tax return preparer must complete the
6-hour IRS Annual Federal Tax Refresher
Course (AFTR), along with additional
continuing education to receive an AFSP
record of completion.

PSTAP members who plan to voluntarily
complete the refresher course and

take the exam to obtain the Record of
Completion, we strongly recommend our
partner, FAST FORWARD ACADEMY. The
refresher course and other required CPE
is priced at just $59 or $99 depending
on the package you choose. The course
is IRS approved, they provide unlimited
exam attempts, immediate access to
course content, certificates are issued
immediately upon completion and the
information is reported to the IRS in real-

time. Access the Fast Forward Academy
program by logging into the PSTAP
website as a member and choosing the
link from the Affinity Programs Tab.

Affordable Care Act - Electronic
Resources and Publications

Go to the PSTAP homepage:
www.pstap.org for a document that
contains important information and links to
IRS resources for navigating the Affordable
Care Act. (PSTAP Member News)

PA Department of Revenue Issues
Guidance on Corporate Tax Notices

The Pennsylvania Department of Revenue
has issued this guidance on the large
volume of Corporation Tax Notices

being generated by the ITS system.

This document explains the nature and
disposition of the notices and can be
found on the homepage of the PSTAP
website at: www.pstap.org (PSTAP
Member News)

IRS Updates E-Services
Registration Process

The IRS recently updated the e-Services
Registration process with challenge
guestions for use in unlocking one's
account and certain other changes to
the registration screen. More details are
available on the e-Services information
page on irs.gov.

Final Regulations Regarding
Deductibility of Local Lodging

The IRS has released final reqgulations
(T.D. 9696) relating to the deductibility of
expenses for lodging when an individual

is not traveling away from home (local
lodging). Lodging expenses when not away
from home are generally not deductible.
The requlations provide that under certain
circumstances local lodging expenses may
be deductible as a necessary business
expense. The reqgulations also provide a
safe harbor for local lodging at business
meetings and conferences.

Net Operating Losses

If you have a net operating loss (NOL) for
the year you must first carry the loss back
to the second year before the loss. Any
unutilized amount can be carried forward.
You can elect to forgo the carryback
period and just carry the loss forward. In
Maryann Larkin et vir (T.C. Memo. 2014~
195) the taxpayers had an NOL for 2005,
failed to make the election but carried the
loss forward, reporting zero liability on
their 2006 return. In 2008 the taxpayers
amended their 2003 return to correctly
use the NOL carryback and generate a
2003 tax overpayment of $206,311. On
the amended return they requested the
overpayment be credited to the 2006
liability of $76,400 that resulted from the
removal of the NOL carryforward. The IRS,
rather than applying the overpayment
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refunded it and then assessed the
taxpayers' 2006 self-reported and

unpaid tax liability of $76,400 along with
$8,014 in interest. The taxpayers sought
an abatement of the interest. The Tax
Court held that the IRS did not abuse

its discretion in denying the taxpayers’
abatement of interest request and
requiring the taxpayers to pay interest on
the entire unpaid 2006 liability. The Court
also held the taxpayers were not entitled
to relief under Sec. 6404.

International Tax Non Compliance
Remains Area of Concern for IRS

In an audit, the Treasury Inspector General
for Tax Administration (TIGTA) found
international tax noncompliance remains
a significant area of concern for the IRS.
However, the IRS's collection efforts need
to be enhanced to ensure that delinquent
international taxpayers become

compliant with their U.S. tax obligations.
TIGTA's review found that the IRS has

not provided effective management
oversight to international collection, which
contributed to several control weaknesses
in the program. For example, international
collection does not have:

+ Adequate policies, procedures,
position descriptions, or the training
needed to ensure that international
revenue officers can properly work
international collection cases.

« A specific inventory selection
process that ensures that the

international collection cases with
the highest risk are worked.

»Performance measures and
enforcement results reported
separately from Domestic Collection.

* A process to measure the value
of the "Customs Hold" as an
enforcement tool.

A full report can be found at:
www.treasury.gov/tigta/auditreports/
2014reports/2014430054fr.html.

Revised Form 4506

The IRS has revised Form 4506-T, Request
for Transcript of Tax Return and Form
4506T-EZ, Short Form Request for
Individual Tax Return Transcript. The IRS
has also revised Publication 1544, Reporting
Cash Payments of Over $10,000 and Form
8300, Report of Cash Payments Over
$10,000 Received in a Trade or Business.

Civil Service Retirement System
and Roll Over Contributions

In Dennis E. Bohner (143 T.C. No. 11) the
taxpayer participated in the Civil Service
Retirement Systems (CSRS) while he
worked for the Federal Government. After
he retired he received a letter explaining
that he could elect to increase his CSRS
retirement annuity by remitting a fixed
sum. He did remit funds to CSRS, but
because he did not have sufficient funds
in his bank account, he borrowed a portion
of the fixed sum. He paid off the loan and
replenished his bank account by making

withdrawals from his traditional IRA. The
taxpayer did not report as taxable income
any of the amounts withdrawn from the
IRS, contending that he engaged in a tax-
free rollover. The IRS argued that rollover
contributions can't be made to CSRS. The
Tax Court held that because CSRS did not
accept his remittance as a rollover, the
taxpayer must include his withdrawals in
income for the year at issue.

Due Diligence Warning Letters

Beginning in October the IRS will send due
diligence warning letters to tax preparers
who appear not to be complying with EITC
due diligence requirements. Assistance
for understanding these requirements is
available on the EITC Tax Professional's
website page.

IRS Voluntary Classification
Settlement Program

In an audit of the IRS's Voluntary
Classification Settlement Program (VCSP;
regarding the classification of workers as
employees or independent contractors)
the Treasury Inspector General for Tax
Administration (TIGTA) found that the
IRS does not obtain information it needs
to verify the accuracy of applications
and payments. The IRS does not require
employers to provide information on

the VCSP application that identifies

the specific workers who are being
reclassified, such as the workers’' names
and Social Security numbers. In addition,
the IRS is unable to verify the accuracy
of the compensation amount reported on
the application. For the full report, go to:
www.treas.gov/tigta/auditreports/
2014reports/201440065fr.html.

Revenue Procedure 2014-54
(IRB 2014-41)

Modifies the procedures in Rev. Proc.
201114 and Rev. Proc. 2014-17, regarding
certain changes in method of accounting
for dispositions of tangible depreciable
property. This revenue procedure provides
the procedures by which a taxpayer

may obtain the automatic consent of
the Commissioner of Internal Revenue
to change to the methods of accounting
provided in Secs. 1.168(i)-1, 1.168(i)-7, and
1.168(i)-8 of the Income Tax Regulations.
This revenue procedure also allows a
late partial disposition election under
Sec. 1.168(i)-8 to be treated as a change
in method of accounting for a limited
period of time. Finally, this revenue
procedure also modifies section 10.11

of the APPENDIX of Rev. Proc. 2011-14



regarding a change to the method of
accounting described in Rev. Proc. 2014-16
for amounts paid to acquire, produce, or
improve tangible property.

Notice 2014-49

Notice 2014-49 (IRB 2014-40) describes
a proposed approach to the application
of the look-back measurement method,
which may be used to determine if an
employee is a full-time employee for
purposes of Sec. 4980H in situations in
which the measurement period applicable
to an employee changes. This notice is
intended to address the topics for which
guidance was anticipated in section VII.G
of the preamble to the final Sec. 4980H
regulations (Feb. 12, 2014).

Notice 2014-56

Notice 2014-56 (IRB 2014-41) provides the
applicable dollar amount that applies for
determining the PCORI fee for policy years
and plan years ending on or after October
1, 2014 and before September 30, 2015.

Notice 2014-55

Notice 2014-55 (IRB 2014-41) expands

the permitted election rules for health
coverage under a Sec. 125 cafeteria plan
and addresses two specific situations in
which a Sec. 125 cafeteria plan participant
is permitted to revoke his or her election
under the Sec. 125 cafeteria plan during

a period of coverage. The first situation
involves a participating employee whose
hours of service are reduced so that the
employee is expected to average less than
30 hours of service per week but for whom
the reduction does not affect the eligibility
for coverage under the employer’s group
health plan. The second situation involves
an employee participating in an employer’s
group health plan who would like to cease
coverage under the group health plan and
purchase coverage through a competitive
marketplace established under section 1311
of the Patient Protection and Affordable
Care Act, commonly referred to as an
Exchange or Marketplace.
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Voluntary Withholding Agreements

The IRS has issued final regulations (T.D.
9692) under Sec. 3402(p) relating to
voluntary withholding agreements. The
final requlations allow the IRS to issue
guidance in the Internal Revenue Bulletin
to describe payments for which the IRS
finds that income tax withholding under
a voluntary withholding agreement
would be appropriate.

IRS YouTube Video -
Taxpayer Bill of Rights

The IRS has announced (IR-2014-91) the
release of a YouTube video encouraging
taxpayers to learn about the Taxpayer
Bill of Rights. The video lays out in plain
language 10 fundamental rights included
in the tax code.

Section 6501(c)(4)(B)

Section 6501(c)(4)(B), requires that

the IRS provide notice to taxpayers of
their rights to decline to extend the
assessment statute of limitations or to
request that any extension be limited

to a specific period of time or specific
issues. In a review of a statistical sample
of 59 closed taxpayer audit files with
assessment statute extensions the
Treasury Inspector General for Tax
Administration (TIGTA) found that the
IRS is generally compliant with Section
6501(c)(4)(B). However, TIGTA identified
a few instances in which the taxpayer
audit files did not contain documentation
to support that the taxpayer or the
taxpayer's representative were properly
notified of the taxpayer's rights.

Revenue Department Releases
September 2014 Collections

Pennsylvania collected $2.6 billion in
General Fund revenue in September, which
was $11.2 million, or 0.4 percent, more than
anticipated, Secretary of Revenue Daniel
Meuser reported today. Fiscal year-to-date
General Fund collections total $6.6 billion,
which is $500,000 above estimate.

Sales tax receipts totaled $777.3 million for
September, $20.5 million above estimate.
Year-to-date sales tax collections total $2.4
billion, which is $25.5 million, or 1.1 percent,
more than anticipated.

Personal income tax (PIT) revenue in
September was $1 billion, $2.3 million
below estimate. This brings year-to-date
PIT collections to $2.6 billion, which is $4.4
million, or 0.2 percent, below estimate.

September corporation tax revenue of
$539.8 million was $93.7 million, above
estimate. Year-to-date corporation tax
collections total $666.5 million, which is
$86.9 million, or 15 percent, above estimate.

Inheritance tax revenue for the month

was $70.3 million, $9.5 million below
estimate, bringing the year-to-date total to
$212.6 million, which is $9.8 million, or 4.4
percent, below estimate.

Realty transfer tax revenue was $36.2
million for September, $6.9 million below
estimate, bringing the fiscal-year total to
$113.7 million, which is $13.5 million, or 10.6
percent, less than anticipated.

Other General Fund tax revenue, including
cigarette, malt beverage, liguor and table
games taxes, totaled $123.9 million for
the month, $100,000 above estimate and
bringing the year-to-date total to $348.8
million, which is $700,000, or 0.2 percent,
below estimate.

Non-tax revenue totaled $12.3 million for
the month, $84.4 million below estimate,
bringing the year-to-date total to $279.7
million, which is $83.4 million, or 23
percent, below estimate.

In addition to the General Fund collections,
the Motor License Fund received $228.1
million for the month, $19.9 million above
estimate. Fiscal year-to-date collections
for the fund - which include the commonly
known gas and diesel taxes, as well as
other license, fine and fee revenues - total
$650.2 million, which is $48.2 million, or
8 percent, above estimate.

For more information, visit
www.revenue.state.pa.us.
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