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A Message From The President

I hope this issue of the Pennsylvania Accountant finds you
unwinding from the pressure of what I hope was a very prosperous
tax season. The PSPA listserve was certainly active the past
several months with more than two hundred posts in March alone.
Member postings included issues involving software, e-filing,
estate and trusts, social security, Philadelphia taxes, identity
theft, 990’s, bankruptcy, and the PUC debacle as well as many
others. The listserve is a valuable membership benefit that has
gained considerable popularity over the past three years. Don’t
be discouraged by the volume of additional email; you can simply
choose to receive one email at the end of each day that includes
all of the posts for that day. It is reassuring to know that you have somewhere to go when
you need guidance that you just can’t find in your research. If you are not subscribed
to the listserve you are missing out on a great membership resource. You can quickly
and easily subscribe to the listserve by contacting the PSPA Executive Office at 1-800-270-
3352.

Tucked in the center pages of this publication is our 2012 Spring Education Catalog.
Take some time and look over the classes we are offering for this year. We have
partnered with CPE Link to provide additional online education that is primarily focused
on a wide range of technology issues including Quickbooks, the use of social media for
accounting firms, cloud computing, expanding your knowledge and use of Outlook
to name only a few. I am happy to report that you can now register for all of PSPA’s
seminars online at www.pspacpe.com. Don’t overlook your chapter’s monthly CPE
programs. There is no better way to stay abreast of the latest changes in the industry.
Our chapter meetings provide the unique opportunity to draw from the expertise of
other practitioners; this open exchange is truly what makes these programs invaluable.

Throughout the past year, our Executive Director and PSPA’s outside governmental
consulting agency have continued to work to move our legislation. While I know that
patience is a virtue, I must say that mine is running short. While both Republican and
Democratic legislators agree that it is good, sound public policy it has been unfortunately
detained in a quagmire of obstacles including Marcellus Shale. With Shale now out
of the way, we hope that we may soon see light at the end of the tunnel. If you have a
relationship with your local elected officials, either in the House or Senate please contact
them in support of HB 665 (allowing for a surviving spouse to joint file a tax return in
the year of a decedent’s death), and HB 1333 (providing for penalty relief for a taxpayer
who fails to make estimated tax payments if the taxpayer meets 100% of the prior year
liability once all tax credits have been taken into account). Iam extremely disappointed
that we have not been able to get this done. If you have a chance, come out to this year’s
Day at the Capitol and help us deliver our message to the Pennsylvania Legislature.

PSPA is always looking for new volunteers. We will soon begin committee planning for
the 2012-2013 fiscal year. If you have a special interest or area of expertise we’d love to
have your help. Don’t think you have the time? Many of our committees in fact, require
very small amounts of time for active participation. I encourage you to join our efforts by
volunteering with the PSPA — I guarantee you will be glad you did.

If you haven’t already made plans to attend the 65th Annual Meeting, I strongly
encourage you to consider joining us this year. The Buxmont Chapter has planned an
extraordinary event includes both professional development and fun for the entire
family. All of the information you need can be found on our website at www.pspa-state.
org; registration material is also on its way via US Mail. The Annual Meeting is the time
that we as an organization reflect on the accomplishments of the past year and welcome
new leaders as we embark on the year ahead.

Respectfully Submitted,

Lamont B. Anderson, PA

PSPA President
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65TH ANNUAL MEETING
June 21-24, 2012
Radisson Hotel Philadelphia

Northeast — Trevose
Host Chapter: Buxmont

Complete registration material is available

at www.pspa-state.org; PSPA members will
receive registration material via US Mail the
week of April 16th. Please see page 6 of
this magazine to review proposed by-law
changes that are scheduled to be voted on at

the Annual Meeting, MAY 2ND:  Gear Up Ins and Outs of

Form 990
1:00-5:00 PM
— 4 Hours Federal Tax

toreclosures, Bankruptiies M Emyéhm Souw DIDNT
Want to kfgﬁ Aboud Cmellmzm o Debt

0n June 21st, this seminar will be held in conjunction with the 65th Annual
Meeting. Gear Up speaker, Timothy Sundstrom, CPA, Attorney Scott F.
Waterman, Esq., and banking expert Gary Deutsh will present a 6-hour
course focused on the bankruptcy process and its alternatives, the tax
implications of debt forgiveness and the foreclosure process from a banking
perspective. If you have clients that are facing these issues in these
turbulent times, you should attend this seminar. A registration form will be
included in the annual meeting registration packet; you

can also register online for this course

at www.pspacpe.com. The program

will take place at the Radisson Hotel in
Trevose and the cost for members is just
$99 (includes lunch). If you are attending
the annual meeting the cost of the seminar
is included in your registration fee.

JUNE 28TH: Gear Up IRA Seminar
1:00-5:00 PM
— 4 Hours Federal Tax

Member Rate: $89
Non Member Rate: $109

REGISTER ONLINE AT
WWW.PSPACPE.COM

MAKE A DIFFERENCE AT PSPA'S 9" ANNUAL DAY AT THE CAPITOL

You can Make a Difference by helping your elected officials see small business and the accounting profession through

YOUR eyes! TUESDAY, IUNE 5, 2012

> This is a FREE EVENT for ALL PSPA Members. Attend the legislative breakfast and talk to leadership and
committee chairs you might not otherwise meet, schedule an individual appointment with your own elected
House and Senate members, tour PA's State of the Art Gaming Laboratory, enjoy lunch at the Harrisburg
Hilton, attend our Legislative Workshop and receive 2 hours of CPE.

> Tour the PA Gaming Lab. This is an exclusive tour for PSPA that is not available to the public. See the
state of the art laboratory where government technicians test slots and other electronic gambling
devises to ensure they operate fairly, comply with state rules and accurately tally winnings so taxes
can be collected.

> Watch for the 2012 Day at the Capitol brochure to come via US Mail, or download the brochure
from the PSPA website at www.pspa-state.org. It is an event you can’t afford to miss!
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Reeriit A New Mewber _
Attend. Any Sewivar of Your
Choice Absa&a‘e/y REE]

Members tell us all the time how
much they value their PSPA membership.
PSPA is more than just CPE; we are the
whole package. The advocacy that we
provide smaller accounting firms and
sole practitioners with the Pennsylvania
Legislature in Harrisburg, with the
Pennsylvania Department of Revenue, with
the IRS, as well as with other state agencies
is priceless - it is representation you are
not getting anywhere else. Consider the
other ways PSPA supports your practice:
the listserve; updates on late-breaking
accounting and tax information; publication
discounts (Quickfinder, CCH, The Tax Book,
RIA); insurance discounts (professional
liability, long term care, auto, life, disability,
health); discounts on products & services
including UPS, Hertz Car Rentals, and office
supplies; 15% discount on Verizon Wireless
services plus much more.

It is not surprising that PSPA is
experiencing a tremendous growth period as
the word is getting out and more and more
professionals are taking notice to what we
offer. YOU can be a part of our recruitment
efforts and it is as easy as telling a colleague
about your experience. Recruit just one new
member outside of your own firm to join the
PSPA and we will reward you with a FREE
8-hour seminar of your choice. All you have
to do is make sure your name appears on the
application. Download an application from
our website and be sure to have it with you
at the upcoming seminars as this is a perfect
place to recruit a new member.

Thanks For Your Help!

PSPA WORKS WITH PA UNEMPLOYMENT
COMPENSATION TO REDUCE MEMBER BURDEN

On March 6, 2012, PSPA issued a formal request for action to Pennsylvania
Unemployment Compensation in response to a UC computer glitch that resulted
in the mail distribution of an undisclosed number of incorrect contribution rate
notices to Pennsylvania employers. The error began with notices with a mail date
of February 29th and later. The computer glitch caused a 3% delinquency rate
to be added to many employer accounts as a result of miscalculated interest that
was erroneously applied from the previous quarter. According to PUC their system
failed to properly back out the interest.

PSPA urged PUC to resolve the error swiftly and to establish a consistent and
efficient resolution process that would impose a minimal burden on practitioners.
We stressed that requiring the practitioner community to take responsibility for
this error and to file appeals during the tax filing season was an undue burden
that should not have to be borne by practitioners at their busiest time of year.

PUC responded to PSPA’s concerns by assigning additional staff to their Employer
Helpline and having those staff respond to practitioners via telephone without the
need for the filing of an appeal. While many practitioners had success with this
process, others were met with resistance due to some PUC staff requiring a Power
of Attorney. PSPA again intervened for clarification and to advocate on behalf of its
membership that PUC make the corrections via telephone without the need for a
power of attorney. We further urged PUC’s thorough communication and education
of their staff to ensure that practitioners received consistent results. Based on
positive member feedback we believe we have effectively resolved this issue. We
anticipate that many practitioners will address their client’s UC issues after tax
season; please continue to report any problems or issues you experience to Sherry
DeAgostino at sherry@pspa-state.org or 1-800-270-3352.

You Didn’t Receive This Information?
This information was communicated to our membership through the PSPA listserve
and through multiple membership email alerts. If you did not receive this information
then either we do not have a valid email address for you, the information went into
your spam filter (please approve our address to receive emails) and/or you are not
subscribed to PSPA's listserve. When situations arise of an immediate nature we
inform the membership through email - don’t miss out on important information - make
sure we have your current email address at all times.
i —
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RENEW YOUR PSPA MEMBERSHIP: The PSPA membership
year ends on June 30, 2012. Beginning in early May and throughout June, you can
renew your membership dues online. You will receive an email advising you of when we
will begin accepting online renewals. Dues renewal notices will be distributed via US
Mail in early June. Your membership must be renewed for the 2012-2013 dues year in
order to attend any PSPA program at the reduced membership rate after the June 30,
2012 membership expiration date.
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PENNSYLVANIA STATE BOARD OF ACCOUNTANCY
AGAIN POSTPONES ETHICS REQUIREMENT

In case you’ve missed it previously, Certified Public Accountants and Public
Accountants in Pennsylvania will not be required to have four hours of ethics during
the biennial licensing period that began on January 1, 2012 and ends December 31,
2013. This requirement is once again being postponed as the regulations will not be
promulgated in time for it to apply to the current licensing period. As you may recall,
the ethics requirement was initially scheduled to be in effect for the period that
ended December 31, 2011 but was also postponed due to time constraints. If you've
already taken an ethics course or if you plan to take one the credits still count toward
your 80-hour overall requirement. Please be advised that this article refers only to
Pennsylvania state licensing requirements for licensed practitioners. Enrolled Agents
and Registered Return Preparers are not bound by state licensure law but must
adhere instead to Circular 230 Requirements which do require ethics credits.

Make Sure the Course Qualifies BEFORE You Take It

Effective immediately, Enrolled Agents and Registered Tax Return Preparers must obtain
qualifying CPE from an IRS Approved GE Sponsor. This means that the provider of
the course must have applied for and received an active CE Sponsor Number. (PSPA’s
Sponsor ID Number is E3S5R) The IRS has posted a list of all approved sponsors on
their website, and the list is smaller than you might think. Don’t waste your time or
your money, be sure to verify this BEFORE you take the course!

CE Sponsors are required to list their IRS CE Sponsor Number on the attendance
certificate as well as the individual IRS course number for that particular course.
Qualifying CE credits for Enrolled Agents and Registered Tax Return Preparers should
be listed as Federal Tax on the certificate (or ethics if applicable).

Approved IRS CPE Sponsors must begin collecting and maintaining required PTIN
information for attendees in 2012. Enrolled Agents and Registered Return Preparers
should be sure to have the PTIN number readily available at all upcoming CPE events
as this will ensure proper credit reporting. Certified Public Accountants and Public
Accountants (as long as they are not also enrolled agents) are not affected by this
change as their CE requirements are set by the State of Pennsylvania. Please be
advised that Public Accountants who are also Enrolled Agents DO need to comply with
the new requirement. We have had numerous inquiries from members regarding
this issue and there is a lot of confusion. If you have questions on this please email:
sherry@pspa-state.org or contact the Executive Office at 1-800-270-3352.

Verizon Wireless — Another Great
Reason to be a Member of PSPA!

PSPA is pleased to offer PSPA members an extreme cost-savings discount through
Verizon Enterprise Center (VEC) for Verizon Wireless services. Through a unique
partnership, this program will make available to PSPA members a corporate discount
that is normally reserved for large corporations and government agencies. The
discount is available for both current and new Verizon Wireless customers, and it

DELAY FOR SOME
ENROLLED AGENTS
AWAITING RENEWAL
CARDS

For the past seven months, IRS has had a moratorium
on enrolled agent application processing in order

to complete the procedure of reducing the renewal
fee from $125 to $30. IRS reports that the process
has taken longer than expected and continues to
affect the processing of renewal applications for
social security numbers ending in 7, 8, 9, and null.
While 3,500 renewals have already been processed,
approximately 7,100 are waiting completion. It is
likely that some will not be completed until May 31,
2012. For those individuals who timely filed their
renewal application and have an enrollment card with
an expiration date of March 31, 2012, the card is valid
for another 60 days or until receipt of a new card.
Enroliment will not expire due to this IRS delay.

TAX AND ACCOUNTING
SOFTWARE
CONFERENCE 2012

Everything You Need Under One Roof!
Detailed demonstrations and Q&A from:

- CCH -
- Drake "
o I}

- Thomson Reuters A——

Special Promotions Available at
the Conference Just for Attendees!

COMING THIS FALL...

\_—

Verimnwireless

includes a 15% monthly discount for data and voice service, a 25% discounts on Verizon Wireless accessories as well as immediate rebate offers.
Please send an email to: info@pspa-state.org to request information on how you can begin saving money on your Verizon Wireless service or

contact us at 1-800-270-3352.
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Proposed Amendments to the PSPA By Laws

The following changes were submitted to the PSPA By-Laws
Committee to be voted on at the 65th Annual meeting on
June 22-23, 2012. The change being proposed to Article
VI, allows for an expansion of communication methods to
include email or an electronic newsletter. Also proposed,
a decrease to the amount of time required to inform the
membership of a by-law change from 60 days to 30 days.
The primary reason for this change is due to the lack of
time available between the end of the tax filing season and
the annual meeting. The proposed changes to Article XIII,
again standardizes the communication method required to
include methods other than direct mail.

ARTICLE VI - Member Meetings

Section 1. The members of the Society shall meet at least
once each year. This Annual Meeting shall be held between
the months of May and September at the place and on a
date to be designated by the Board of Directors. It shall

be the duty of the Executive Director to mail-anotice-of
communicate such Annual Meeting to all members in good
standing in the Society at least sixty {66 thirty (30) days
prior to the official opening of said meeting along with the

We Go To
Work For You.

T

day and time that the election of officers shall take place.

Howeverinthe-eventanofficial-bulletimor-periodicaltis-

ARTICLE Xl - Amendments

Section 1. Amendments may be made to these by-laws at
the Annual Meeting or at a special meeting of the members
called for that purpose, and only by a two-thirds (2/3) vote
of the members present or by a referendum-conducted-

through-the Ynited-States mail;—o-amendmentshall-be-
consentof those-present)untessa- A copy of thesame-have-

been any proposed amendments may be submitted to, or by
the By-Laws Committee as provided in Article X, Section 32.
and Notice of the intention to offer the same amendments

shall have been included-inthe noticeof the Anmual-
Meeting communicated to members at least 30 days prior to
the Annual Meeting.

Go with the biggest in the industry.
We are North America’s
marketing accounting and tax practices

leader in

because we understand the value of your
firm, know how to market it and have
hundreds of buyers in Pennsylvania who
want a practice. Our biggest concern is
you. Our wealth of experience culminates to
make sure your comfort level is met, your
questions are answered and everything is
being done to sell your firm.

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

1-888-847-1040

www.AccountingPracticeSales.com

Free Registration For Buyers

— ACCOUNTING
PRACTICE
- SALES

NORTH AMERICA’S LEADER IN PRACTICE SALES
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" By Sharon R. Paxton

PROPERTY TAX REASSESSMENTS
COMING!

The counties of Lehigh, Lebanon
and Erie will be conducting countywide
reassessments in 2012. (Also,
reassessment notices were issued earlier
this year for a countywide reassessment
conducted by Allegheny County.)
Property owners should review a notice
of reassessment carefully. In addition
to examining the reassessed value,
scrutiny should be given to the property
description, location, acreage, etc.
on the notice. During a countywide
reassessment, every property in a county
is reassessed. Because of the sheer
volume of the undertaking, mistakes will
happen.

With respect to analyzing valuation,
the “new” reassessed value should be
compared with the imputed fair market
value of the “old” assessment in order
to determine if the new reassessed
value is appropriate. In general, to
determine the imputed fair market value
of the “old” assessment, take the “old”
assessment and divide it by the common
level ratio for your county published at
www.steb.state.pa.us. Broadly speaking,
property values have not gone up over
the last several years, especially for
commercial and industrial properties.
So, if the reassessed value indicates a rise
in fair market value, an appeal may be in
order.

There are some traps for the unwary
in the reassessment process. First, the
appeal process can often be confusing
given that most counties will run both
informal and formal appeals. Even ifa
taxpayer chooses to go to an informal
hearing, it is crucial that a formal appeal
be filed as well. Strictly speaking, the
filing of an informal appeal does not
negate the need to file a formal appeal.

Second, reassessment notices often
include information about the tax load
under the “old” assessment and the load
under the “new” reassessed value. While
the tax comparison can be helpful, it is
not dispositive. For instance, an appeal
may be warranted even though the taxes
will stay the same or will go down if the

property happened to be over assessed
under the “old” assessment. Further,
taxpayers should be aware that even
though the amount by which a taxing
jurisdiction can raise millage rates in the
first year after reassessment is capped,
there is nothing in the law limiting the
amount of increase in a subsequent year.

Finally, taxpayers should analyze
the reassessment quickly so that the
appropriate professionals can be
engaged. Appraisers, for example, are
often in very high demand in areas
undergoing a reassessment.

If you or your clients own or lease
property in the counties undertaking
countywide reassessments and have
questions about the process, or if you
would like assistance in analyzing a
reassessment, please feel free to contact
any of the following members of the
McNees State and Local Tax group:
Randy Varner at rvarner@mwn.com, Bert
Goodman at bgoodman@mwn.com or
Tim Horstmann at thorstmann@mwn.
com.

PA SUPREME COURT CLARIFIES
APPLICATION OF SALES AND
USE TAX TO CONSTRUCTION
CONTRACTS WITH NON-EXEMPT
ENTITIES
In a consolidated decision issued on
December 21, 2011, the Pennsylvania
Supreme Court reversed the
Commonwealth Court’s 2009 decisions
in Northeastern Pennsylvania Imaging Center
v. Commonwealth and Medical Associates
of the Lehigh Valley, P.C. v. Commonwealth,
which had held that MRIs and other
medical scanning systems installed in the
taxpayers’ imaging centers became part
of the “real estate” under the Sheetz test
discussed below, so that the taxpayers
were entitled to a refund of sales tax paid
on their purchase and lease of installed
scanning systems. The Supreme Court
held that the scanning systems retained
their identity as tangible personal
property after installation, but remanded
the cases to the Commonwealth Court
for consideration of the taxpayers’
argument that the Department of

rd
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Revenue’s denial of their refund claims
violated the Uniformity Clause of the
Pennsylvania Constitution because the
Department had granted refunds to
other similarly situated taxpayers. The
Commonwealth Court did not previously
address the Uniformity Clause issue
because it had ruled in favor of the
taxpayers on the merits.

More significant than the particular
ruling in this case was the Supreme
Court’s holding that the “test”
enunciated in Commonwealth v. Beck
FElectric Construction, Inc., 403 A.2d 553
(Pa. 1979), rather than the standard
enunciated by the Commonwealth Court
in In re Appeal of Sheetz, 657 A.2d 1011 (Pa.
Cmwlth. 1995), appeal denied, 666 A.2d
1060 (Pa. 1995), applies for purposes
of determining whether property that
is attached to real estate becomes a
permanent part of the real estate for
sales and use tax purposes. This “realty-
personalty” analysis determines whether
a contract with a non-exempt entity for
the sale and installation of property
constitutes a “construction contract”

(in which case the installed property is
“used” by, and taxable to, the installer) or
a sale of tangible personal property (in
which case the installer claims the resale
exclusion when purchasing the property
and collects any applicable sales tax from
the purchaser).

While the sales tax consequences
of contracts with non-exempt entities
depend on whether the property being
installed becomes part of the real estate,
neither the Sales and Use Tax statute
nor the Department of Revenue’s
regulations define the term “real
estate.” The Department’s regulation
at 61 Pa. Code § 31.11 lists items that
are presumed to become a permanent
part of the real estate upon installation
and items that are presumed to remain
“tangible personal property,” but that
regulation contains no explicit test for
determining whether an item becomes
part of the real estate. Since the term
“real estate” is not defined by statute or
regulation, the parties in Northeastern and

Continued on page 14



tPennsylvania

Practicing Safe Security - What You Need to Know

About Responsible Password Behavior
By Michael Webb, Chief Technology Officer, SmartVault

It’s a mobile world we live in.
Increasingly, professionals work from
iPads, smart phones, and laptops
on the go—in airports, restaurants,
and clients’ offices. And while
the convenience of “mobility” is
exceptional, it does open up a world of
security concerns in relation to keeping
data safe. Consider that, often without
thinking, you log into public networks
and exchange sensitive information via
email. These practices can leave you
vulnerable to data theft.

There are many precautions you
can take to ensure the security of your
data, but one of the most obvious
is practicing responsible password
behavior. Whether working from your
office, home, or a remote location,
good password behavior is key to
keeping your data secure. Consider
also that when working from a mobile
location and accessing public networks,
to an extended degree, you give up
control of data security. Passwords are
one area where you have complete
control. You are solely in charge of how
secure (or not) your data is because
you are the one creating new passwords
and determining the frequency of
changing existing ones. And if you are
creating strong, unique passwords,
your data is far more safe than others
who depend on a password made up of
their dog’s name or date of birth.

By applying guidelines to how you
handle passwords, you begin to develop
your own custom password policy—and
arm yourself against intruders. Having
a sound password policy in place is
smart, especially in today’s highly
mobile world. To help you create your
own policy, here are a few key tips and
guidelines.

Tip 1: Basic Password
Etiquette

Create strong passwords right from
the start—this is your best defense
against data theft. The days of assigning

the same password across accounts

are over—the hackers have long since
figured out that tactic. Along the same
lines, developing passwords that have a
direct connection to your personal life
are also a big no-no. With social media
a dominant form of communication
these days, you are putting out far
more personal information (to the
world) than you think. Outsiders have
access to your Facebook and Twitter
feeds—they know that name of your
dog or your birthday. So, don’t assign
passwords based on highly personal
information. It’s just bad, unsafe
practice.

Your best defense is to create unique
passwords that are easy to remember,
yet challenging. A combination
of letters and numbers is always a
good idea. Here’s an easy method to
accomplish creating a strong password:

1. Use a phrase. Pick a phrase that
you can remember, but would be
hard for someone else to guess.
For example: “If only there were a
few more hours in the day.”

2. Create a password by using
the first letter of each word:
iotwafmhitd. Already you have an
eleven-word code!

3. Make it even more complex by
adding a number or two to the
beginning or end. For example,
your favorite baseball player’s
number: “32.” Now your new
unique password becomes:
“iotwafmhitd32”

Other basic guidelines include:

® Never share your passwords. You
never know who is going to share
your password...or worse, lose it
after you’ve written it down for
them. Sharing passwords is like
sharing your ATM code, and you
would never do that. Keeping your
passwords to yourself is the safest
practice.

* Do not recycle your passwords
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across several accounts. Once
someone finds out one password,
that means that have ALL your
passwords—email account, online
bank accounts, retail sites, and so
forth.

Tip 2: Password
Management

There’s no doubt that despite how
clever you are with creating strong,
easy-to-remember codes, it’s still a
chore to manage multiple passwords—
especially once you move past twenty.
To help with this issue, there are
password management tools available.
These applications allow you to store
all your unique passwords in one
location—in an encrypted format for
heightened security. Your passwords
are only decrypted once you enter your
password and unlock the management
tool. The biggest value, second only
to security, is the fact that you only
need to memorize a single password to
access the manager application. As an
added bonus, you can also use these
solutions to generate strong passwords
for use on your accounts.

Tip 3: Password Storage
Criteria for storing passwords is still
somewhat under debate. Historically,
popular opinion supported never
writing down your passwords. This
has changed over the years. Consider
having a unique code for nearly
every application or account. You are
probably looking at 50+ passwords (if
not more) to manage. Writing down
passwords on a single piece of paper
and then storing that list in a personal
wallet or purse is good practice. After
all, most people go to great lengths to
protect these items. For those overly
concerned with this method, it’s easy
to add a level of security. For each of
your unique passwords, add a common
set of numbers to the end (but don’t

Continued on page 13
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FRANK CELLINI
CHADDS FORD ACCOUNTING PROFESSIONALS

CHADDS FORD, PA
SINCE 1957 8 EMPLOYEES

ACHIEVEMENT

KEEPING FAMILY
IN THE FAMILY
BUSINESS

CHALLENGE: When Frank started running the
family business, he was eager to take things to the
next level. But before he could build on his father’s
success, he needed to get his cash flow in order.

SOLUTION: Frank had the Cash Flow Conversation
with his PNC banker, who used his detailed knowledge
of the accounting industry to better meet Frank’s

specific needs. Working together, they tailored a line
of credit to help solidify Frank’s cash flow — so he
could stay focused on his clients’ numbers instead
of worrying about his own.

ACHIEVEMENT: Chadds Ford Accounting Professionals
continues to welcome new clients to the family, and
Frank now has the working capital to keep business
moving forward.

WATCH FRANK’S FULL STORY at
see how The PNC Advantage for Professional Services
can help solve your business challenges, too. Call

1-877-535-6316 or visit a PNC branch to start your own
Cash Flow Conversation today.

and

ACCELERATE RECEIVABLES
IMPROVE PAYMENT PRACTICES

PNc INVEST EXCESS CASH

LEVERAGE ONLINE TECHNOLOGY

ENSURE ACCESS TO CREDIT

ER in us all™

The person picturedis an actual PNC customer, who agreed to participate in this advertisement. Chadds Ford Accounting Professionals’ success was due to

| a number of factors,and PNC is proud of its role in helping the company achieve its goals. All loans are subject to credit approval and may require automatic

L R payment deductionfrom a PNC Bank Business Checking aéeount. Origination and/or other fees may apply. PNC is a registered mark of The PNC Financial
Services Group, Inc. (“PNC”). BBK-5862 ©2011 The PNC Financial Services Group, Inc. All rights reserved. PNC Bank, National Association. Member FDIC
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Ban on Texting-While-
Driving - Now Law in
Pennsylvania

A new Pennsylvania law that
prohibits sending, reading,
or writing text messages on
interactive wireless communication
devices for all drivers while
operating a vehicle became
law on March 8. Itis a primary
offense, meaning the police can
stop drivers for texting behind
the wheel and no other violation.
Pennsylvania is one of 34 states
and the District of Columbia that
prohibit drivers from texting while
driving.

Exempt Organizations
Select Check

The IRS has launched a new
online search tool, Exempt
Organizations Select Check; to
help users more easily find key
information about tax-exempt
organizations, such as federal tax
status and filings. Users can now
go to Select Check, select a tax-
exempt organization, and check if
the organization:

e Is eligible to receive tax-
deductible charitable
contributions (Publication 78
data, which is incorporated
here). Users may rely on
this list in determining
deductibility of contributions
(just as they did when
Publication 78 was a separate
electronic publication rather
than part of Select Check).

¢ Has had its federal tax
exemption automatically
revoked under the law for not
filing a Form 990-series return
or notice for three consecutive
years (known as the Auto-
Revocation List).

® Has filed a Form 990-

N (e-Postcard) annual
electronic notice. (Most small

organizations whose annual
gross receipts are normally
$50,000 or less are required
to electronically submit Form
990-N, unless they choose
instead to file a completed
Form 990 or Form 990-EZ.)
EO Select Check also offers
improved search functions. For
example, users can now look for
organizations eligible to receive
deductible contributions by
Employer Identification Number
(EIN), which was previously not
a searchable or sortable field in
the electronic Publication 78.
And data about organizations
eligible to receive deductible
contributions are now updated
monthly, rather than quarterly.
In addition, organizations that
have automatically lost their tax
exemptions may now be searched
by EIN, name, city, state, ZIP
Code, country, exemption type,
and revocation posting date,
rather than only by state. EO
Select Check also provides new
pop-up help text to assist users in
understanding the significance
of auto-revocation search results,
including the meaning of, and
distinctions between, revocation
dates and revocation posting dates.

Employee or

independent contractor?

That was the question in John
Keller, Action Auto Body (T.C. Memo.
2012-62). The taxpayer was a 50%
partner in an auto body repair
shop. The business employed
seven auto body mechanics. Each
had his own space in the shop
to perform work, but they did
not pay rent. The taxpayer paid
all the workers weekly by check,
the amount varying depending
on commissions and the type of
work they performed. Three other
workers were employed as an
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estimate writer and two secretaries.
All ten individuals were treated as
independent contractors by the
business.

The Tax Court looks at seven
factors, (1) The degree of control
exercised by the principal; (2)
which party invests in work
facilities used by the individual; (3)
the opportunity of the individual
for profit or loss; (4) whether
the principal can discharge the
individual; (5) whether the work
is part of the principal’s regular
business; (6) the permanency
of the relationship; and (7)
the relationship the parties
believed they were creating when
determining the status of a worker.

The Court noted that this
list of factors is not exclusive,
and other factors may also be
considered such as the provision
of employee benefits. All of the
facts and circumstances of each
case are considered, and no
single factor is dispositive. The
Court examined and weighed the
factors and concluded that the
seven auto body repair workers
were independent contractors,
but the estimate writer and the
two secretaries were employees.
The Court also determined that
because the taxpayer failed to file
Forms 1099-MISC on the workers
classified as employees, he could
not claim relief from penalties

under Sec. 530.

IRS Sends Test Results:
First Registered Tax
Return Preparer
Certificates
Internal Revenue Service (IRS)
has begun providing test results
to tax return preparers who have
taken the new return preparer
competency test. Those who pass
the test and a tax compliance
check will be given a new



Get your most competitive
C NO OBLIGATION premium
estimate from the only
B endorsed professional
I liability agent of the

{pspa

Community Accounting
& Tax Professionals

Custom Brokers Insurance
3659 Green Road Suite 209 Beachwood, OH 44122-5754
Toll-Free: 800-969-7475 Fax: 216-831-6819

Firm: Contact:
Address:
City: State: Zip:
Phone: Fax: Email:
Annual Fees: $ Yr. End: In the past three years, how many firm members attended a loss control seminar
Number of billable employees (with years of
experience): On what date was the firm established
F/Time: P/Time*: .
) Within the past 5 years:
5+ years: Has the firm provided services to a client that is engaged in the issuance, offering,
4 years: registration or sale of securities_or bonds; or provided clients with forecasts or
3 years: projections for inclusion in sales literature, etc., of any securities or bonds? YESO NOO
2 years: Has any member of the firm provided services or acted as a director/officer/committee
1 years: member for any financial institution? YES O NO O
<1 years:

Has any member of the firm had an accounting license or authority to practice
accounting revoked, or been subject to disciplinary action, fine reprimand, or criminal
penalty related to performance of professional services? YES O NO O

Total:

*Average of 25 hours per week or less

Renewal: / Insurer: Limit: $ Deductible: $ Premium: $
What is the retroactive date on your currentpolicy __/ /_ []None [JN/A

Approximately percentages of income received from the following activities for the last annual period:

Activity % Activity %
Audit: Public Companies** Litigation Support
Audit: Other Management Advisory Services
Review Assurance Services
Compilation Financial Planning
Bookkeeping Asset Management
Tax Sale of Mutual Funds
Business Valuation SEC/Sarbanes Oxley Related Services™™
Computer Consulting Other*
Litigation Support Total 100%

** Call for a supplement

CLAIMS HISTORY (within the past five years):  []1 None

Date claim(s) Reported One: / / Two: / / Three: / /
Amount Paid, including $ $ $

Defense Expenses

(if closed) 3 3 3

Reserve amount

(if open) 3 3 3

Please return to Custom Brokers Insurance, 3659 Green Road Suite 209, Beachwood, OH 44122
Tel: 216-831-0333- Fax: 216-831-6819- Email: jnovak@cbioh.com - http:www.cbioh.com




designation: Registered Tax Return
Preparer.

Since the test became available
in November 2011 it has been
in a calibration phase as the IRS
validated the test questions and
set the passing score. This phase
has now ended. The 120-question
test has a perfect score of 500.
Preparers must score 350 or higher
to receive a passing grade.

All individuals who have taken
the test to date were recently sent
a letter from the IRS informing
them whether they passed or
failed. Those who pass the test
must still pass a tax compliance
check performed by the IRS, which
will generally be completed within
a couple of weeks after the test
score is issued. Those individuals
passing both the test and the tax
compliance check will be sent a
Registered Tax Return Preparer
certificate. Only those tax return
preparers who have received a
Registered Tax Return Preparer
certificate may call themselves
Registered Tax Return Preparers.

The test is part of a larger IRS
effort to ensure competency and
professional standards in the tax
preparation industry. All paid tax
return preparers must obtain and
annually renew a Preparer Tax
Identification Number (PTIN).
Certain return preparers must also
complete 15 hours of continuing
education annually, pass the
one-time competency test by
December 31, 2013, and pass a tax
compliance check.

Certified Public Accountants,
attorneys and Enrolled Agents
are exempt from the new
continuing education and testing
requirements as well as Public
Accountants in some states
including Pennsylvania because
they already have separate
requirements. Also exempt are
non-signing preparers supervised
by CPAs, attorneys or Enrolled
Agents and those who do not
prepare the Form 1040 series.

tPennsylvania

Although preparers have nearly
two years to take the test, the IRS
encourages them to complete the
requirement as soon as they can.

Preparers with a testing
requirement can schedule the test
by accessing their PTIN account
at IRS.gov/ptin. The test can be
taken at more than 260 sites and
the test fee is $116.

Preparers can find more
details about the test at IRS.
gov/taxpros/tests. There are
helpful resources available such
as a Candidate Information
Bulletin, which provides a list of
recommended study materials; a
test demonstration; and a video of
what to expect on test day. PSPA
has partnered with national leader,
Fast Forward Academy to offer
an online review course for exam
preparation. The course is offered
at a discounted rate to PSPA
members and can be found on the
homepage of the PSPA website at
Www.pspa-state.org.

Testing was suspended for a
two week period beginning April
1 and resume on April 16, 2012.
Those taking the test on or after
April 16th will receive immediate
test results at the test center after
completion of the test.

Special Enroliment
Examination remains
unchanged
The process for individuals to
become an Enrolled Agent remains
unchanged. Most Enrolled Agents

have passed a comprehensive
three-part IRS test (the Special
Enrollment Examination) covering
individual and business standards
and representation rules. Enrolled
Agents also must complete 72
hours of continuing education
every three years.

More information on the Special
Enrollment Examination and the
Registered Tax Return Preparer
Competency Test is available at
IRS.gov/taxpros/tests.

13
Spring 2012

Continued from page 8

include these added characters when
you write your passwords down). In
the event that your wallet is stolen,
your passwords are still secure
because they are incomplete.

Tip 4: Password Policy
All of the above information should
be elements within a standard
password policy. By developing a
policy, you create accountability and
will be more likely to stick to your
own rules. Create a personal policy
for yourself, and then create a policy
for your business—so everyone is
practicing safe security. Make sure
your policy outlines:
* How to create strong passwords
® The do NOT’s of password
security—never share and don’t
recycle
¢ Identify password management
applications that support
encryption
* How to safely store passwords
Practicing safe security isn’t
as hard as one might think. If
you consider the power a strong
password has in protecting your
data, it seems much easier. The
fact is that you are in control of
your passwords—the main link to
your information. By following a
few tips and tactics, you can build
an armor around your data that is
impenetrable by evil influences.

About the Author

Michael Webb—As Chief Technology
Officer and a founding member of
SmartVault, Michael is responsible for
the design and delivery of SmartVault’s
Software-as-a-Service (SaaS) platform,
managing the R&D group, and
ensuring the overall security of
SmartVault’s platform. Michael has
more than a decade of experience in the
commercial software industry and has
emerged as a leading expert in the area
of data security. Contact Michael at
mwebb@smartvault.com
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Medical Associates took the position that
the common law doctrine of fixtures, as
delineated in the Sheelz case, represented
the proper standard.

In Sheetz, the Commonwealth Court
articulated a three-factor test for
determining whether items become
part of the real estate for property tax
purposes. Under the Sheetz test, in
determining whether items that are
affixed to real estate, but can be removed
without material injury to themselves
or to the real estate, are realty or
personalty, the following three factors
must be considered: (1) the manner
in which the item is physically attached
or installed, (2) the extent to which the
item is essential to the permanent use of
a building or other improvement, and
(3) the objective intention of the parties.
The Supreme Court rejected use of the
Sheetz test for sales and use tax purposes
on the basis that Sheetz was a real estate
tax case, which involved a different tax
statute, and there is apposite Supreme
Court precedent (“Beck”) which addresses
the issue of whether a contractor is a
“user” of goods or a “vendor” entitled to
claim the “resale” exclusion.

The Beck test has been characterized by
the courts as involving a determination as
to whether property is “easily” removable
without damage to itself or to the
surrounding real estate. The Supreme
Court did not establish an independent
“realty-personalty” test in Beck, however,
but simply construed the Department
of Revenue’s regulations in effect at the
time. While both the Sheetz and Beck tests
require a consideration of the method of
attachment to the real estate, the Sheetz
test also takes into account whether
an item is an integral part of the real
estate, as it is currently being used. By
way of contrast, some of the items that
were held to remain tangible personal
property in Beck were integral parts of
the electrical systems of the buildings in
which they were installed.

The Supreme Court purportedly relied
on Beck to conclude that the medical
scanning systems in these cases did not
become part of the real estate after they
were installed in the imaging centers.
Nevertheless, the Court did not analyze

tPennsylvania

the ease with which the scanning systems
could be removed from the imaging
centers or whether such removal would
damage the real estate. Rather, after
stating that the Beck test applied, the
Court analyzed the character of the
medical scanning systems by simply
comparing those systems to other items
listed in the Department’s regulation
that are found “in a medical setting.”
The Court essentially determined that
the scanning systems remained tangible
personal property because they were
“more like x-ray equipment than a
nurses’ station.”

Based on the Court’s analysis in the
Northeastern and Medical Associates cases,
the tax treatment of items affixed to real
estate remains unclear in the context
of contracts with non-exempt entities.
For example, the Court relied almost
exclusively on its interpretation of the
Department’s regulation to conclude
that the scanning systems remained
tangible personal property. Itis not clear,
therefore, whether the Beck “test” involves
anything more than an evaluation
of the lists of presumptions in the
Department of Revenue’s regulation at
61 Pa. Code § 31.11. The presumptions
listed in the Department’s regulation
apply “in the absence of satisfactory
evidence to the contrary,” but the
Court has not articulated what evidence
would be required to overcome these
presumptions. To the extent the Court’s
decision stands for the proposition
that any item that can be removed and
replaced remains tangible personal
property under the Beck test, then many
items that are presumed to become part
of the real estate under the Department’s
regulation, and under letter rulings
issued by the Department, would
presumably remain tangible personal
property under the Court’s analysis.

Contractors and other taxpayers will
need to carefully evaluate their tax
compliance procedures in light of this
decision.

COURT UPHOLDS IFTA LIABILITY
AGAINST MOTOR CARRIER WITH
INADEQUATE RECORDS
A three-judge panel of the
Commonwealth Court has upheld the
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results of an audit conducted by the
Pennsylvania Department of Revenue
under the International Fuel Tax
Agreement, which imposed a substantial
tax liability against a brokerage company
that failed to comply with IFTA mileage
and fuel documentation requirements. R
& R Express v. Commonwealth, No. 533 F.R.
2007 (February 8, 2012). The taxpayer,
R & R Express, has appealed the panel’s
decision, and argument before the full
Court has tentatively been scheduled for
June 2012.

R & R Express is a brokerage company
that uses owner operators to haul steel
and other commodities throughout
the United States. All fuel used in the
company’s motor carrier operations
is purchased at retail locations. The
company’s owner/operators did
not consistently turn in trip reports
and fuel receipts for their activity.

Since the company did not maintain
adequate mileage and fuel records, the
determination of additional tax liability
was based, in part, on estimates of
unreported miles and fuel consumption.

R & R Express essentially contended
that the audit deficiency should be
stricken because it had already paid
tax on all fuel used in its motor carrier
operations (at the time of purchase), and
the Department’s audit methodology
therefore resulted in double taxation.
Although the Court seemed sympathetic
to the taxpayer’s situation, it agreed
with the Commonwealth that strict
compliance with the reporting
framework set forth in the tax statute,
the IFTA Agreement, and accompanying
regulations and guidelines, is required.

The Court’s decision in R & R Express
demonstrates that a motor carrier’s
failure to properly maintain mileage
and fuel records for IFTA reporting
purposes could have a devastating impact
in the event of an audit. The taxpayer’s
appeal in this case may not be finally
resolved until sometime next year. In
the meantime, it remains to be seen
how this decision will impact settlement
negotiations for IFTA audit appeals filed
by other taxpayers.

Sharon R. Paxton is a member of McNees
Wallace & Nurick LLC’s State and Local Tax
Group.
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Why pay more? Shop Ink Toner Store!

We offer a complete line of high quality remanufactured or compatible ink toner
cartridges. Our products are from ISO 9001/14001 certiﬁedmuri'n'g‘facilities.
They meet or exceed OEM standards.

ridges

Compatible Part # Compatible Printer Model Regular Price Our Price

Brother MFC-7340, 7440N, 7840W,

TN360 DCP-7030, 7040, HL-2140, 2170W ST 335.99

Brother MFC-7220, 7420, 7820N, DCP-7020,
Intellifax 2820, 2910, HL-2040, 2070N 6549~ 33299

310-6640 Dell® 1100,1110 _$69:99 $36.99
HP LaserJet 1010,1012,1018,1020,1022,3015,

TN350

Q2612A 3020,3030,3050,3052,3055 S 52299
HP LaserJet M1522n Series, $77-99~

36A LaserJet P1505 Series ' 333.99
HP Color LaserJet 1600, 2600N,

Q6000/6001 /6002/6003A 2605 Series, CM1015mfp, CM1017mfp _S9+989 $48.99

#02 single HP Photosmart 3110,8230,C5180,C6180, 1699~ $6.99

#02 pack C7180,C7250,C8180,D7145,D7260,D7360 _$48.99/5pKk $35/6 pk

Free Shipping to continental US for any orders over $50!
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Call us today!
Toll Free: 1-888-720-7888
www.inktonerstore.com
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Please note: the following advertisements are abbreviated, please go to the PSPA homepage at:
wwuw.pspa-state.org to view the complete advertisement

POSITIONS AVAILABLE

Tax Preparer

Individual needed for busy tax office. Preparation of
Individual and Business tax returns. Experience required.
Contact Dan at 610-282-2618

Senior Accountant

Requirements: 4 year degree in accounting, 3-5 yrs exp.,
Quickbooks & other accounting software. Competitive sal-
ary & benefits. Cover letter, resume & salary requirements
to: jimarmstrong@comcast.net OR mail to James S. Arm-
strong Associates, PO Box 247, Williamsport, PA 17703-0247

Tax Consultant

NE Philadelphia CPA/tax office needs part-time seas. tax
consultant with exp. Preparing indiv. & bus. Tax returns,
Quickbooks exp. and good communication skills. Submit
resume to: daletaxservice@aol.com

CPA/CPA Candidate

3+ years exp in tax, acctg. and audit — advisory capacity.
Exp. with Creative Solutions, Quickbooks and MS Office.
Please send qualifications and resume to careers.kfg@gmail.
com

Tax Preparer
Seeking per diem tax preparer Jan-April. Please reply with
qualifications to careers.kfg@gmail.com

BUYING/SELLING

Wants to Buy a Practice — Bucks, Mont, Chester

CPA in her 40ies wants to buy a practice in Bucks, Montgom-
ery or Chester Counties. If you are planning to retire in 2-3
years respond to: gladia_1984@yahoo.com

Wants to Buy a Practice

CPA in Plymouth Meeting wants to buy or merge your
practice to sell within the next two years. Please contact
cpaplymouthmeeting@gmail.com

Wants to Buy a Practice — Mechanicsburg area
Looking for retirement minded professionals or outright
purchase. Send email to careers.kfg@gmail.com

POSITIONS WANTED

Per Diem — Wanted

Exp. CPA seeks year round per diem: attest, tax prep, bus.
& indiv. accting. Paperless, Quickbooks, Prosystem FX,
Lacerte, Ultra Tax, Drake, Go System. Please contact Eileen
Gruber, egruber@grubercpa.com.

Per Diem — Wanted
Public Accountant with 40 years exp. seeks per diem work

in the Harrisburg area. Please call John R. Raudenbush at
717-576-9844.



